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The Honorable Thomas S. Zilly

UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF WASHINGTON

AT SEATTLE

FIRST SOUND BANK, a Washington
Corporation,

Plaintiff,
v.
LARASCO, INC., a Washington corporation;
LOUIS A SECORD, JR., an individual; and
RICHARD A. SECORD, an individual,

Defendants.

WASHINGTON FEDERAL SAVINGS, a
federally chartered savings association,

Plaintiff-Intervener,
V.
FIRST SOUND BANK, a Washington

corporation; LARASCO, INC., a Washington
corporation

vvvvvvvvvvvvvvvvvvvvvvvvvvv

Defendants-in-Intervention.
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For its first amended complaint against defendant First Sound Bank and Larasco, Inc.,

plaintiff-intervener Washington Federal Savings alleges as follows:
L. THE PARTIES

1. Washington Federal Savings, (“WaFed”) is a federally chartered savings
association. WaFed has paid all fees and licenses and is authorized to maintain this suit. In
about February 2008, WaFed acquired First Mutual Bank (“First Mutual”) and is, therefore, the
successor-in-interest to First Mutual.

2. First Sound Bank (“FSB”) is a Washington corporation and a Washington state
chartered bank.

3. Larasco, Inc. is a Washington corporation.

IL. THE NONPARTIES

4. On or about March 1, 2008, FSB acquired the assets of Puget Sound Leasing Co.,
Inc. (“PSL”), including the name “Puget Sound Leasing.” FSB now operates a division known
as Puget Sound Leasing. PSL was, at all times relevant to this action, a Washington corporation
with its principal place of business located in Washington, and the stock of which is owned by
Richard A. Secord and Louis A. Secord, Jr. On information and belief, PSL changed its name to
Larasco, Inc. (“Larasco™) contemporaneous with the asset sale to FSB. Upon information and
belief, defendant Larasco is located in Washington, and its stock is owned by Richard A. Secord
and Louis A. Secord, Jr. It is unknown whether Larasco is still engaged in the business of
originating and servicing commercial equipment leases.

5. Louis A. Secord, Jr. is a natural person who, at all times relevant to this action,
was and is a citizen and resident of Washingtén. Louis Secord was a shareholder, officer, and
director of PSL and served as its president. Upon information and belief, Louis Secord was a
member of the FSB Board of Directors from March 1, 2008 until January 12, 2009. Upon

information and belief, Louis Secord is a shareholder, officer, and director of Larasco.
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6. Richard A. Secord is a natural person who, at all times relevant to this action, was
and is a citizen and resident of Washington. Richard Secord was a shareholder of PSL and
served as its executive vice-president. Upon information and belief, Richard Secord was a
member of the FSB Board of Directors from April 2004 until May 2007. Upon information and
belief, Richard Secord is a shareholder, officer, and director of Larasco.

7. In this complaint, Louis Secord and Richard Secord are sometimes hereinafter
referred to cdllectively as the “Secords.”

III. JURISDICTION AND VENUE

8. This Court has supplemental jurisdiction over the claims asserted here by WaFed
pursuant to 28 U.S.C. § 1367(a).

9. This Court has personal jurisdiction over FSB and Larasco because they are
domiciled in and conduct business in this judicial district.

10.  Venue is proper here under 28 U.S.C. § 1391(b) in that a substantial part of the
events or omissions giving rise to WaFed’s claims occurred in this judicial district.

IV. FACTUAL BACKGROUND

A. PSL’s Leasing Business.

11.  Upon information and belief, the Secords founded PSL in 1985. PSL was in the
business of originating and servicing commercial equipment leases. PSL entered into leasing
agreements with customers—typically businesses in need of equipment—under which PSL
would acquire the needed equipment and provide it to the customer pursuant to lease agreements.
In return, PSL’s customers agreed to make future monthly payments to PSL pursuant to the
terms of each respective lease. PSL’s lease agreements typically provided that, at the end of the
lease payment, the customer could purchase the leased equipment from PSL in return for a
payment known as a “residual payment.”

12.  After originating its lease agreements with customers, PSL frequently sold its

rights to the lease payments, known as “lease payment streams,” to banks or other financial
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institutions (sometimes hereinafter referred to as “Investor Banks”), such as First Mutual. PSL
entered into agreements called “Program Agreements” with the Investor Banks. The Program
Agreements set forth the terms under which the Investor Banks could purchase portfolios of
lease payment streams from PSL. Under the Program Agreements, PSL retained responsibility
for servicing the leases on behalf of WaFed and other Investor Banks: PSL would continue to
collect the lease payments from customers and would forward the money due to the Investor
Banks. PSL also retained certain rights under the leases, including the right to any residual
payments and to collect certain fees from the customers.

13. A leasing company, such as PSL, can sell the lease payment streams at favorable
prices to interested financial institutions, such as WaFed and the Investor Banks, if the leasing
company demonstrates that the leases it originates are of high quality. Two important measures
of lease quality are: (1) the firm’s delinquency rate (the percentage of leases that are delinquent
at any given time), and (2) the value of its charge-offs (nonperforming leases written-off as bad
debt). If there is a low delinquency rate and low charge-offs, financial institutions, such as First
Mutual and WaFed, as well as the other Investor Banks, will pay a premium to buy the lease
payment streams.

14. To induce First Mutual and WaFed (and other Investor Banks) to purchase lease
payment streams from its lease portfolio, PSL represented that the delinquency rates on PSL’s
leases were very low and for some periods less than 1%. For example, in discussions during
2007 about purchasing lease portfolios, Louis Secord allegedly provided FSB management with
an illustration showing that PSL’s delinquency rate had been below 1% every month since late
2003—an extraordinary record. Similarly, FSB alleges that Louis Secord told FSB on numerous
occasions that PSL’s charge-offs were “insignificant.”

15.  Upon information and belief, Louis Secord also boasted about PSL’s accounting
and management practices. Louis Secord told FSB that he and his brother were both former

bankers at Seattle-First National Bank and that he served on the board of Issaquah Bank. Louis
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Secord told FSB management that PSL was “run like a bank™ and “reported like a bank.” Based
upon these representations, PSL was so successful in selling lease payments streams to First
Mutual, and other Investor Banks, that by mid-2007 PSL serviced over 9,000 individual leases,
the payment streams to which were largely sold to Investor Banks. For First Mutual and WaFed
alone, between 2004 and 2008, PSL and/or FSB sold and serviced a significant number of lease
payment streams in nine separate lease pools worth in excess of $30 million.

B. The Lease Purchase Agreement Between WaFed And PSL.

16.  First Mutual and PSL entered into a Program Agreement dated June 8, 2004
(“Program Agreement”), a copy of which is attached hereto as Exhibit A. Under the Program
Agreement, PSL and/or FSB sold portfolios of secured commercial leases to First Mutual and/or
WaFed, as well as other secured instruments. Specifically, PSL sold First Mutual a total of
seven pools and also FSB sold WaFed two pools. Since March 2008, FSB has been servicing all
nine of WaFed’s pools, which are more fully described in Exhibit B.

17.  The Program Agreement contained explicit servicing standards, security
requirements, default procedures relating to the leases, remarketing of equipment securing
defaulted leases, as well as other relevant provisions set forth in the Program Agreement. In
addition, the Program Agreement contained representations and covenants relevant to this action

that PSL (and its successor FSB) would:

o Service the leases in a manner consistent with industry practices;

o Not modify, amend, or waive a lessee’s performance under any lease;

o Not sell or transfer leases subject to the Program Agreement;

. Maintain accurate books and records;

. Provide First Mutual (and its successor WaFed) with accurate financial
statements;

. Provide First Mutual (and its successor WaFed) with accurate receivable

aging/receivables statements; and
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o Not assign any of its obligations under the Program Agreement without the prior

written consent of First Mutual (and its successor WaFed).

18. As hereinafter alleged in greater detail, PSL and FSB breached the Program
Agreement in a number of material respects.

C. PSL’s “Perfect-Pay” Policy.

19.  First Mutual purchased its first pool of leases from PSL in June 2004.
Commencing with that pool and thereafter, PSL employed a “perfect-pay” policy under which
First Mutual was paid all lease payments due under the Contracts whether or not the parties to
the underlying leases were meeting their payment obligations.

20. PSL understood and expected that its policy and assurances of perfect pay would
induce First Mutual to rate the pools more favorably — and First Mutual would pay a higher price
for the pools — than if First Mutual were required to assume the liability and risks associated with
defaults. PSL’s demonstrated commitment to its perfect-pay policy further induced First Mutual
to continue its participation in the program and to purchase additional pools. The result was that
PSL enjoyed continued business, avoided the risk of a buyback demand, and took advantage of
favorable terms made for supposed “low risk” investments, in addition to the tax benefits
associated with the losses arising from adherence to its perfect-pay policy, which was a part of
its business policies, practices, operations and the parties’ course of conduct for more than a
four-year period.

D. FSB Purchases The Assets Of PSL.

21.  Upon information and belief, beginning in September 2004, PSL became a FSB
customer, maintaining deposits at FSB and obtaining financing from the bank. Other close
relationships existed between FSB and PSL. Richard Secord was one of FSB’s largest
shareholders and had been an FSB director since the bank’s founding.

22. Upon information and belief, on September 24, 2007, FSB, PSL, and the Secords

entered into an Asset Purchase Agreement (the “Asset Purchase Agreement”), under which FSB
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purchased substantially all of the assets of PSL. Among the purchased assets were PSL’s rights
under most of the leases originated by PSL. The purchased assets also included PSL’s inventory
of repossessed equipment and the trade name “Puget Sound Leasing.” The assets not sold to
FSB were retained in PSL, which was renamed “Larasco,” and the stock of which continued to
be held by the Secords.

23.  The Asset Purchase Agreement between FSB and PSL indicates that as payment
for the assets purchased pursuant to the Asset Purchase Agreement, FSB conveyed to PSL: (1)
437,500 shares of First Sound Bank stock (valued at $6,278,125), (2) $4,500,000 in cash, (3) an
agreement to make certain future payments (contingent upon the earnings of the purchased
assets), (4) a Consulting Agreement with Richard Secord and an Employment Agreement with
Louis Secord, and (5) other valuable consideration.

24.  The Asset Purchase Agreement clearly shows that among the assets purchased
from PSL by FSB were all or virtually all of leases to which First Mutual had purchased lease
payment streams at the time of the closing of the purchase on March 1, 2008, to which leases
WaFed was the successor-in-interest. The sale by PSL was made without the prior written
consent of WaFed and was in violation of the Program Agreement.

25.  According to the allegations of the Secords filed in federal and state court
proceedings, between the signing of the Asset Purchase Agreement in September 2007 and the
closing of the purchase on March 1, 2008, FSB was provided unfettered access to the books and
records of PSL. During that time, FSB conducted extensive due diligence with réspect to PSL
and its leasing business, and it appeared to be satisfied with the nature and manner in which PSL
conducted its business. Among the practices that FSB and WaFed later became aware of was
PSL’s practice of selling repossessed equipment without providing WaFed of notice of the
default of the particular lease. Even when there was a default and sale of the repossessed
equipment, PSL and later FSB would not establish a loss on its financial statements or place the

defaulted lease on the delinquency report. Nor did PSL or later FSB indicate that there was a
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change in equipment inventory or provide First Mutual and later WaFed with thice that the
equipment had been sold. Instead, PSL and later FSB would apply proceeds from the sale of
repossessed equipment to future lease payments due under the terms of the lease. In doing so,
the leases appeared to be paying the lease according to its terms, when in fact the lessee had long
since defaulted and the lease had been terminated. This false and misleading information gave
WaFed the incorrect perception that the leases were performing according to their terms, when in
fact they were not.

E. Undisclosed Lease Delinquencies.

26. Upon information and belief, after the closing of the asset sale, FSB named Louis
Secord as President of FSB’s new Puget Sound Leasing Division (the “Leasing Division™) and
appointed him to FSB’s board. As an officer of the Leasing Division and as a director of FSB,
Secord continued to manage the Leasing Division on behalf of FSB in much the same manner
that the Secords had managed PSL prior té the asset sale to FSB. According to allegations of
FSB filed in federal court, developments over the following months raised questions concerning
PSL’s leasing operations.

27.  According to allegations by FSB, after the closing of the asset sale FSB’s CFO,
Jan Gould, discovered that payments made in March 2008 to Investor Banks for payoffs and
charge-offs accrued in February exceeded the corresponding cash flows collected from lessees
that month by approximately $1 million. Larasco had reimbursed FSB only $447,000, leaving a
shortfall of $400,000. Gould was concerned because the Secords had failed to disclose this and
because the $1 million shortfall was inconsistent with PSL’s past reported charge-offs of only
$229,000 for the entire year of 2006. According to FSB, when Gould confronted Louis Secord
about this, he initially refused to make up the shortfall. When other members of FSB
management later raised the issue, however, Louis Secord agreed to reimburse FSB.

28. Then, in June or July 2008, (the same period when FSB was selling Pool No. 9 to

WaFed) after a review of the Leasing Division’s performance for its first quarter as part of FSB,
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Gould made an additional discovery—about $2 million of leases on the Leasing Division’s
books were more than 180 days overdue and had to be charged off as nonperforming. The great
majority of these leases had been delinquent either at closing or in the four months following
closing. Gould told Louis Secord that the leasing Division was required to immediately charge
off all accounts over 180 days overdue, as required by generally accepted accounting principles.
When this was completed, the Leasing Division’s second-quarter charge-offs were $2,085,000—
almost ten times PSL’s reported charge-offs for the entire previous year.

29.  According to FSB, the Secords did not dispute that the delinquent leases had to be
charged off, and they initially told FSB management that they would take responsibility for the
losses. At an FSB board meeting, Louis Secord allegedly told the Board that he would “make
the bank whole” for these losses. To reflect this commitment, the Secords and Larasco entered
into an agreement (the “Clarification Agreement”) on July 26, 2008, which stated that the
Secords would cover the losses associated with the delinquent leases. As part of the Clarification
Agreement, FSB agreed to provide the Secords and Larasco with a $2 million line of credit to
help them finance the reimbursement. Apparently, the Secord’s have since disclaimed this
commitment, contending the Clarification Agreement is unenforceable.

F. The Secords’ Fraudulent Conduct.

30.  According to allegations by FSB, in late October 2008, FSB management learned
that Louis Secord had modified the September reports issued to Investor Banks, including
WaFed, to remove information about delinquencies of more than 90 days in their portfolios. On
November 19, 2008, FSB relieved the Secords of authority for the Leasing Division and
appointed Steve Shaughnessy to act as the Leasing Division’s president.

31. Shortly after FSB removed the Secords, long-term PSL employees began
voluntarily coming forward to members of FSB management with disclosures of fraud in the
course of running PSL’s business. These practices are summarized in affidavits of PSL

employees previously filed by FSB in this action. FSB also submitted the declaration of John
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Deane, allegedly an expert in leasing, and Paul Sutphen, a forensic accountant and fraud
examiner. As explained by Mr. Deane in a declaration filed there, the practices described by the
PSL employees are “not consistent with accepted equipment leasing/lending industry standards,”
are “so egregious that [they] represent fraudulent business practices,” and causes the
overvaluation of PSL’s assets and profitability. These business practices are alleged by FSB to
include the following:
a. False And Misleading Lease Delinquency Rates.

31. Jennifer Wright, PSL’s Assistant Vice-President and Administration Officer, was
the PSL employee principally responsible for accounting for PSL’s delinquency rate. As set
forth in a declaration filed in this action, Ms. Wright summarizes PSL’s practices as:

Louis Secord, Steve Twidwell, and other regularly impressed upon me the
importance to PSL’s business of ensuring that the delinquency rate (the
percentage of leases that were delinquent at any given time) shown on PSL’s
accounting reports was less than 1%....

During the period before FSB purchased PSL’s assets, PSL manipulated its
accounting records to artificially maintain a reported delinquency rate of 1%

or lower. Louis Secord, Richard Secord, and Steve Twidwell regularly told me
to take steps, which are specifically described below, that made delinquent leases
on PSL’s accounting system appear as if they were not delinquent, artificially
decreasing the reported delinquency rate.

32.  Ms. Wright’s statement and the practices she describes are allegedly corroborated
by her co-workers, Theas St. Pierre and Tammy Kady, who also performed accounting functions
for PSL.

b. Fictitious Lease Payments.

33.  According to declarations filed by FSB, beginning in about 1998, PSL
management regularly instructed its accounting employees (Ms. St. Pierre and Ms. Wright) to
post fictitious payments to lessees’ accounts, falsely making it appear as if the leases were
performing when, in fact, they were in default. Ms. St. Pierre explains:

Soon after Steve Twidwell joined PSL in about 1998, Mr. Twidwell told me to
to make an entry showing that a lease payment had been received, when in fact
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it had not. This made me uncomfortable because I believed it was wrong to make
a false entry in the accounting system. Mr. Twidwell and I “butted” heads™ over
this issue, but he insisted that I make the entry. I then raised this issue with
Richard Secord, who directed me to Louis Secord. Itold Louis Secord that I was
not comfortable posting false payments on the system. Louis Secord told me that
I should make the entry, and that if I refused to do so, PSL “would find someone
who would.” I could not afford to lose my job, so I followed Mr. Twidwell and
Louis Secord’s instructions.

After this incident, Mr. Twidwell would give me a list of accounts each month
for which he wanted me to post payments, when in fact no payment had been
received on the account. He referred to these accounts as “runoffs.” I posted
false “runoff” payments each month until 1999, when Jennifer Wright took
over a number of my responsibilities, including this one.

34.  This practice continued after Jennifer Wright replaced Ms. St. Pierre, and up until
the time of the asset sale. According to Ms. Wright, “[o]n a monthly basis, Louis Secord or
Steve Twidwell would tell me to post false payments to make delinquent accounts appear as if
they were currents.” These fictitious payments were often posted to accounts where the client
had gone bankrupt or dissolved, when it was clear that no further lease payments prevented the
account from appearing as part of PSL’s monthly delinquency rate.

c. “Pay Ahead” Leases.

35.  PSL further suppressed its delinquency rate by allegedly using the proceeds of
reposed equipment to “fund” delinquent leases. Equipment leases are generally secured by the
leased equipment. When the lessee defaults on a lease, leasing companies typically repossess
and then sell the collateral. At this point, because of the default, lease accounting principles
dictate that the defaulted lease be “charged off,” that is, taken off the books, and the loss
associated with the default recognized. The proceeds of the repossessed property are used to
offset the loss associated with the charge off. This accounting treatment accurately reflects that
the lease is no longer performing, unsecured, and unlikely to produce future lease payments.

36.  Unlike other leasing companies, PSL used the proceeds from repossessions to

make delinquent leases appear current on its books. According to PSL employee Tammy Kady:
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When a PSL customer defaulted on a lease, PSL acted quickly to repossess
the leased equipment. PSL often applied the proceeds of the sale of the
equipment toward future payments on the lease. This would prevent the
account from appearing delinquent on PSL’s monthly reports. The proceeds
from the repossession were sometimes sufficient to “fund” the lease payments
for as long as two years, allowing PSL to prevent the account from appearing
to be delinquent for that period of time....PSL’s practice of “paying ahead”
leases misrepresented the status of defaulted, unsecured leases by falsely
making them appear current.

37. Sometimes the collateral sale would generate enough money to make the account
appear “current” for as long as two years after the lessee defaulted. In this action, FSB alleges
that it has now identified approximately $1.9 million worth of “paid ahead” delinquent leases
that falsely appeared current on PSL’s books at the time FSB purchased PSL’s assets.

d. Applying Security Deposits To Delinquent Payments.

38.  PSL’s lease agreements required customers to provide PSL with security deposits,
typically in the amount of two monthly payments. Under PSL’s lease agreements, PSL was
entitled to the forfeiture of the security deposits if the lessee defaulted on the lease. As
Mr. Deane explained in his declaration filed in this action, “the appropriate and industry standard
manner for dealing with such leases would be to report them as delinquent” and stop accruing
income on the lease. The captured security deposit is used to offset the loss when the lease is
charged off.

39.  PSL allegedly used these security deposits to make delinquent accounts appear
current. As explained by PSL employee Jennifer Wright, when an account became delinquent,
“Steve Twidwell would direct me to cause the security deposit to be forfeited and applied to past
due (delinquent) payments on the lease. This would prevent these leases from appearing as
delinquent on the month’s report.” According to FSB’s forensic expert, the effect was to
“artificially and incorrectly inflate revenue” and “cause the misstatement of the actual delinquent

and charge-off performance.”
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a. Backdating L.ease Payments.

40.  According to allegations of FSB in this action, PSL further reduced its reported
delinquency rate by backdating lease payments received after their due date. PSL would leave
its books open at the end of each month and then, as Ms. Wright was instructed, “backdate” the
payment to make it appear as if it had been received on time. This backdating prevented the
account from contributing to that month’s delinquency rate.

a. Extending Lease Payments.

41.  According to Jennifer Wright’s declaration filed in this action, PSL also disguised
delinquent accounts by giving “extensions” to customers, sometimes without the lessee’s request
or knowledge. Louis Secord would instruct Ms. Wright to extend the terms of the lease by
adding the delinquent payments to the end of the lease. Ms. Wright explained: “For example, if
a lease set to terminate in January, 2010 was three months overdue, Louis Secord would instruct
me to re-set the term to expire in April, 2010, effectively changing the status of the payment
from an overdue payment to a payment due in the future.” This caused a further artificial
reduction in the delinquency rate.

G. WaFed Purchased Two Pools Directly From FSB Under The Program Agreement.

42. Shortly after FSB purchased PSL’s assets, FSB proceeded to sell Lease Pool
No. 8 to WaFed. As part of the agreement for the purchase and sale of this pool, FSB agreed to
abide by all of the terms and conditions of the Program Agreement.

43, FSB then asked WaFed if it would purchase Lease Pool No. 9. On May 29, 2008,
representatives of WaFed met with personnel from FSB to discuss whether and to what extent
FSB would continue to honor the business practices and perfect-pay policy that PSL had
employed over the past four-year period. FSB’s Chairman and CEO, Don Hirtzel, along with
Lou Secord, Doug Blair and Steve Shaunessy of First Sound, all attended that meeting. FSB
repeatedly assured WaFed that PSL’s perfect-pay policy would not change and would continue

under FSB’s ownership of PSL.
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44,  WaFed requested a letter confirming First Sound’s stated commitment to PSL’s
perfect-pay policy. In a letter dated June 6, 2008, First Sound reiterated that the long
relationship that existed with PSL “will remain with the Bank” and that the administration and
service of the loans “is anticipated to operate as it has in the past under the former Puget Sound
Leasing Company, Inc.” FSB also said that “it has been the Company’s policy, but not its
obligation, to continue the payment of the lease stream to the purchaser, even if the lease is
nonperforming.”

45, On or about June 27, 2008, and in reliance on the repeated oral and written
assurances that FSB was committed to honoring PSL’s perfect-pay policy, WaFed and FSB
executed the Security Agreement for the purchase and sale of Lease Pool No. 9. The June 27,
2008 Security Agreement, like all of the prior eight Security Agreements, included express
covenants requiring PSL to abide by all of the representations, warranties and covenants
contained in the Program Agreement, including those in Sections 4 and 6. See Security
Agreement § 3, attached hereto as Exhibit C. At no time during the discussions relating to the
purchase of Pool No. 9 did any one at FSB indicate that either PSL and/or FSB had engaged in
accounting irregularities. On the contrary, FSB warranted and represented that the ﬁnancial’
information provided conformed with Generally Accepted Accounting Principles.

46. On September 29, 2008, only three months after the closing of Pool No. 9, Lou
Secord of First Sound called Ron Werth of WaFed to inform WaFed that First Sound would no
longer honor its perfect-pay policy, notwithstanding the oral and written assurances previously
made to WaFed. This call was extremely disappointing to WaFed, which had trusted that First
Sound would honor PSL’s perfect-pay policy, as represented.

47.  The next day, on September 30, Mr. Secord wrote a letter to Ron Werth of WaFed
informing Mr. Werth that PSL had advanced payments of $104,278.62 during the past quarter

and stating that “this amount will be deducted from the October payment stream.”
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48. Mr. Secord further noted that there were leases over 90-days delinquent, stating:
“As a condition of the servicing agreement, further collection action will require your input as
the additional expenses thereon will be borne by First Mutual Bank once authorized.”

49.  Also on September 30, Ron Werth and Rick Collette of WaFed met with
Mr. Hirtzel, Mr. Secord and Mr. Shaunessy to discuss FSB’s change in policy. At that meeting,
WaFed asked FSB to repurchase the portfolios. On October 3, 2008, Mr. Collette of WaFed
wrote Mr. Hirtzel of First Sound to request again that FSB repurchase the portfolios and rethink
a change to PSL’s long-standing policy and practices.

50. On October 14, 2008, FSB responded to Mr. Collette that FSB would not
repurchase any of the Contracts. FSB also reaffirmed FSB’s position that WaFed is liable for a
portion of the collection costs.

51. On information and belief, FSB then laid off a significant portion of its collection
staff, further altering the manner in which PSL services accounted and operated its business. In
addition, FSB stated that it would only pay for efforts to collect delinquent accounts for a period
of ninety days. Far from honoring PSL’s established perfect-pay policy, FSB is no longer
honoring lease payments and is attempting to shift the collection costs to WaFed.

H. The State Court Litigation.

52.  PSL and/or FSB’s conduct constitute “Events of Default” within the meaning of
Section 12(a) of the Program Agreement. As such, FSB is obligated under Section 12(b) of the
Program Agreement to buy back the pools once WaFed elects this remedy.

53. On or about November 7, 2008, WaFed provided written notice to FSB
demanding, under Section 12(b)(i) of the Program Agreement, that FSB repurchase all of the
Contracts for cash for the cumulative Repurchase Price of all such Payment Streams within ten
(10) days from the date of deemed service of WaFed’s written notice. A copy of this demand is

attached to this Complaint as Exhibit D.
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54.  Notwithstanding the November 7, 2008 demand attached as Exhibit D, FSB failed
to comply with the Notice and did not buyback the loans as required by the Program Agreement.

55. On November 7, 2008, WaFed sued FSB in King County Superior Court by
serving FSB with a summons and com.plaint. WaFed amended its complaint and formally filed
the action on December 23, 2008, under Cause No. 08-2-43530-0SEA. Shortly after the filing of
WaFed’s lawsuit against FSB, FSB filed an action against WaFed, Larasco, and the other
Investor Banks in King County Superior Court, under Cause No. 08-2-43555-5SEA. Both state
court lawsuits are currently pending.

1. Discovefy of PSL and FSB’s Fraud.

56.  Although WaFed was aware of various Events of Default at the time WaFed
commenced its state court action against FSB, the extent of the breaches and the fraud was
unknown to WaFed.

57.  After FSB purchased virtually all of PSL’s assets, the Secords became officers of
FSB and were appointed managers of the “Puget Sound Leasing Division,” and as officers of
FSB, the Secords continued the false, misleading, and fraudulent leasing practices alleged above.
Although FSB now says it did not know of the fraudulent practices that the Secords were
engaged in, FSB is fully responsible for the conduct of the Secords when they were directors and
officers of FSB and the Leasing Division. Further, FSB is similarly liable for all of the
representations and warranties, and other the other obligations assumed by FSB, at the time FSB
sold Pool Nos. 8 and 9 to WaFed. And having assumed the benefits of the Program Agreement,
FSB cannot deny the liabilities of that agreement.

58. Even after the Secords were terminated in Fall 2008 as FSB directors, officers,
and/or employees, FSB did not notify WaFed of the false, misleading, and fraudulent leasing
activities in which the Secords were engaged. Only through reviewing pleadings filed by FSB in

this litigation has the extent of the fraud been revealed.
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V. FIRST CAUSE OF ACTION: DECLARATORY JUDGMENT

59.  WaFed realleges and incorporates each and every allegation contained in the
preceding paragraphs.

60.  WaFed is entitled to a declaratory judgment pursuant to the Washington
Declaratory Judgment Act. WaFed entered into the Program Agreement with PSL. PSL has
now transferred to FSB and/or Larasco virtually all of its obligations under the Program
Agreement.

61.  WaFed seeks a declaration that FSB is not entitled to a rescission of its Asset
Purchase Agreement with PSL and Larasco. WaFed further seeks a declaration that First Sound
and/or Larasco have breached the Program Agreement and are obligated to buy back the Lease
portfolios.

V1. SECOND CAUSE OF ACTION: BREACH OF CONTRACT

62.  WaFed realleges and incorporates each and every allegation contained in the
preceding paragraphs.

63.  The facts alleged above, including the failure to buyback the leases, constitute
breaches of the Program Agreement by First Sound and/or Larasco.

64. WaFed has been actually and proximately damaged by the breaches of the
Program Agreement in an amount to be proven at trial.

VII. THIRD CAUSE OF ACTION: SPECIFIC PERFORMANCE

65. WaFed realleges and incorporates each and every allegation contained in the
preceding paragraphs.

66.  The Program Agreement required buyback of the leases upon default following
10-days written demand.

67.  The Court should award specific performance in favor of WaFed and should order

First Sound and/or Larasco to buyback the leases as required by the parties’ contract.
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VIII. FOURTH CAUSE OF ACTION: PROMISSORY ESTOPPEL

68. WaFed realleges and incorporates each and every allegation contained in the
preceding paragraphs.
69. WaFed reasonably relied upon the representations, promises and assurances of

PSL and First Sound regarding the financial condition of PSL, the performance of the lease
pools, and continuing to pay WaFed for the leases in the portfolios according to the perfect-pay
policy.

70.  Despite these assurances by PSL and/or First Sound, including the promises made
by First Sound prior to the purchase of Pool No. 9, First Sound has repudiated these promises
and assurances and has failed to perform according to the perfect-pay policy.

71.  If First Sound were permitted to repudiate the assurances and promises WaFed
would suffer injury.

72.  Under the doctrine of promissory estoppel, this Court should exercise its equitable
powers binding First Sound and/or PSL to the promises and assurances made to WaFed,
including the promises and assurances that WaFed would receive all of the income arising from
the portfolios purchased under the Program Agreement.

IX. REQUEST FOR RELIEF

Washington Federal Savings respectfully requests that the Court grant the following
relief:

A. For declaratory judgment that that FSB is not entitled to a rescission of its Asset
Purchase Agreement with PSL and Larasco and that First Sound and/or Larasco have breached
the Program Agreement and are obligated to buy back the Lease portfolios of WaFed.

C. Judgment against First Sound Bank and/or Larasco for specific performance
and/or damages, together with an award of reasonable attorneys’ fees and costs incurred by

WaFed in connection with this action;

D. For leave to amend freely this Complaint; and
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E. For such further and other relief as this court deems just and equitable.

DEMAND FOR JURY TRIAL

Washington Federal Savings has previously demanded the right to a trial by jury for all

causes and issues so triable.

DATED this 28th day of July, 2009.
FOSTER PEPPER PLLC

/s/Neil A. Dial

Tim J. Filer, WSBA #16285

Neil A. Dial, WSBA #29599

Attorneys for Washington Federal Savings
1111 Third Avenue, Suite 3400

Seattle, WA 98101

Telephone: 206-447-4400

Facsimile: 206-447-9700

Email: Filet@foster.com

Email: Dialn@foster.com
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DECLARATION OF SERVICE

The undersigned hereby certifies that on July 28, 2009 I electronically filed the attached
document with the Clerk of the Court using the CM/ECF System which will send notification of
such filing to the following parties who have appeared in this action as of today’s date:

Counsel for Plaintiff First Sound Bank
C. Seth Wilkinson
swilkinson@yarmuth.com

Richard C Yarmuth
yarmuth@yarmuth.com

Jeremy E Roller

jroller@yarmuth.com

Counsel for Defendants Larasco, Inc., Louis A Secord, Jr, and Richard A Secord
Charles E. Newton

cnewton(@cairncross.com

Diana S. Shukis

dshukis(@cairncross.com

Stephen P. VanDerhoef

svanderhoef(@cairncross.com

Yousef Arefi-Afshar

Yarefi-afshar@cairncross.com

Counsel for Defendant Banner Bank
Bradley R. Duncan
bradleyduncan@dwt.com

Cassandra Kinkead
cassandrakinkead@dwt.com

Counsel for Intervenor Plaintiff Westamerica Bankcorporation
Vanessa Soriano Power
vspower(@stoel.com

Counsel for Intervenor Plaintiff Wells Fargo Equipment, Inc.
Russell B. Wuehler

Russell.wuehler@dlapiper.com

Alan L. Kildow

alan.kildow(@dlapiper.com

Sonya R. Braunschweig

sonya.braunschweig@dlapiper.com
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Counsel for Intervenor Plaintiff Plaza Bank and Regal Financial Bank
Frederick B. Rivera
FRivera@perkinscoie.com

Counsel for Intervenor Plaintiff Cowlitz Bank
Aaron D. Goldstein
agoldstein@balljanik.com

Dwain M. Clifford

dclifford@balljanik.com

Counsel for Third Party Defendant James H. Jackson
Larry Setchell
Isetchell@helsell.com

I also sent a copy of the attached document via U.S. Mail to the following:

None required

I DECLARE under penalty of perjury under the laws of the State of Washington that the

foregoing is true and correct.

DATED July 28, 2009.
FOSTER PEPPER PLLC

/s/ Neil A. Dial

Tim J. Filer, WSBA #16285
Neil A. Dial, WSBA #29599
1111 Third Avenue, Suite 3400
Seattle, WA 98101

Attorneys for Plaintiff-Intervenor Washington
Federal Savings

Telephone: 206-447-4400
Facsimile: 206-447-9700
e-mail: FileT@foster.com
e-mail: DialN@foster.com

FIRST AMENDED COMPLAINT OF WASHINGTON FEDERAL FOSTER PEPPER PLLC
SAVINGS - 21 1111 THIRD AVENUE, SUITE 3400
Case No. C09-0056-TSZ SEATTLE, WASHINGTON 98101-3299

PHONE (206) 447-4400 FAX (206) 447-9700

50980651.2




EXHIBIT A



ORIGINAL

PROGRAM AGREEMENT

THIS PROGRAM AGREEMENT (the “Agreement”) is entered.into as of this 8th day
of June 2004, by and between PUGET SOUND LEASING CO., INC. a Washington
corporation ("PSL"), with its chief executive office or principal place of business located at 185
N. E. Gilman Blvd.,, Issaquah, WA 98027 and FIRST MUTUAL BANK, a Washington State
Chartered Bank, with its chief executive office or principal place of business located at 400 108™
Avenue NE, Suite 100, Bellevue, WA 98004,

RECITALS
A, PSL is in the business of selling or leasir;g to various end-users certain items or types of
equipment.
B Under the terms and conditions set forth herein, PSL wishes from time to time to sell to

FIRST MUTUAL BANK, and FIRST MUTUAL BANK wishes from time to time to purchase
from PSL, portfolios of payment sireams under certain leases, installment sale confracts and

other chattel paper arising out of such business.
.C. The purpose of this Agreement is to set forth the understandings and agreements of the
. parties with respect to the terms and conditions under which FIRST MUTUAL BANK will
purchase certain portfolios of payments streams from PSL, PSL will sell to FIRST MUTUAL
BANK such portfolios, and PSL will grant to FIRST MUTUAL BANK a first priority security
-Interest in certain assets to secure payment of such payment streams.

AGREEMENT

' NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and
promises set forth in this Agreement and other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties agree as follows:

1. Definitions

The following terms, wherever.used in this Agreement, shall have the meanings ascribed
to them in this paragraph:

"Agreement” means this Program Agreement.

"Balance of Payments" -of a Contract at any time means the total.Payments due and to
become due under the Contract from the date of sale of the Contract to FIRST MUTUAL BANK

through the maturity date or last Payment date under the Contract.

"Business Day(s)" means any day other than a Saturday, Sunday or holiday on which
banks are authorized to close in the State of Washington.

"Contract” means an eligible contract that is either 2 Lease or a Finance Agreement and
shall include, in either case, a Schedule. :

C:\Documents and Settings\dblairMy Documentsibank sales agrecmmts\ProgmmAgmemcnm.doé
Seattle/6.3.04



"Contract Documents” means, with respect to any Contract, all documents connected
therewith, and shall include, but not necessarily be limited to, all landlord waivers (if any) for all
Equipment located on real property leased by the Obligor, mortgagee waivers (if any) for any
Equipment that may be a fixture and is located on real property that is subject to a mortgage, all
existing Obligor Guaranties, notes,  certificates of inspection and acceptance, security
agreements, titles to equipment, financing statements and any existing opinions of counsel.

"FIRST MUTUAL BANK" shall have the meaning assigned to that term in the preamble.

"Debt" means all consolidated obligations, on a GAAP basis, included in the Liability
section of a balance sheet of PSL including, without limitation and without duplication of such
amounts, and regardless of whether such items would otherwise not be shown on the liability

side of a balance sheet:
) Guaranties. All obligations guaranteed or assumed by PSL, directly or indirectly in

any manner, or endorsed (other than for collection and dep031t in the ordinary course of business) or
discounted by PSL with recourse, including all debt guarantecd by PSL through any agreement,

contingent or otherwise;

(i) Contingeni Reserves. The aggregate amount of reserves established on the books of
PSL with respect to contingent liabilities (except reserves which are properly treated as deductions
from assets),

(iii) Leases. All obligations for the payment of money or other property p'ufsuant to
capital leases under which PSL is leasing real or personal property; and

(v)  Partnership Débts. All obligations of any partnership or joint venture of which
“PSL is a member, if PSL is legally liable for such obligations.

"Discount Rate" m;aans the rate of interest .at which FIRST MUTUAL BANK will

discount to present value the Payment Stream scheduled to be paid by an Obligor under a
Contract, which rate shall be provided by FIRST MUTUAL BANK to PSL in accordance with

the terms of this Agreement.

"Eligible Contract” means a Contract assigned to FIRST MUTUAL BANK which meets
all of the requirements set forth in Section 5.

"Equipment" means the personal property financed or leased by PSL under a Contract,
together with all accessories, attachments, accessions, parts, repairs and upgrades now or
hereafter affixed thereto or used in connection therewith and included under the terms of the
Contract and all proceeds thereof, and includes Equipment substituted for the ongmal Bquipment

financed or leased under the Contract.

"Finance Agreement” means an installment sale contract or other chattel paper under
which PSL sells or finances the sale of Equipment to an Obligor(s).
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"GAAP" shall mean generally accepted accounting principles as in effect from time to
time in the United Stafes and as consistently applied by PSL.

"Intangibles” means all intangible assets under GAAP, including, without limitation,

trademarks, trademark rights, trade names, copyrights, patents, patent rights, goodwill, royalties,
licenses, permits, claims, causes of action, unamortized debt, discounts, marketing expenses, and

deferred research and development costs, and excluding goods, accounts, chattel paper,
documents, instruments, and money.

"Lease" means any lease or chattel paper under which PSL leases Equipment to an
‘Obligor(s).

"Obligor" means any party obligated .to remit the Payments and perform obligations
under a Contract, including without limitation, any guarantor, co-lessee or surety. The term
"Obligor" does not include the lessor or the vendor of the Equipment described in 2 Contract.

*Obligor Defauit" shall mean each of the following events:

- @) failure of an Obligor under any Contract to make a Payment within ninety
(90) days of the due date of that Payment; )

: (i) failure of any Obligor to perform any of its obligations considered
material by FIRST MUTUAL BANK in its sole discretion under any Contract;

(iii)  insolvency of any Obligor, inability of any Obligor to pay its debts as they
‘mature, the making by any Obligor of an assignment for the benefit of creditors, or institution of
any proceeding by or against any Obligor alleging that the Obligor is insolvent or unable to pay
its debts as they mature if such proceeding is not withdrawn or dismissed within sixty (60) days
after its institution;.

(iv)  entry of any final judgment against any Obligor remaining unsatisfied for
a period of thirty (30) days if such judgment is deemed by FIRST MUTUAL BANK to be a -
material factor in the creditworthiness of the Obligor;’

(v)  death of any Obligor who is a natural person or of any general partner of
any Obligor which is a partnership, or any member of any ob igor which is a limited liability
corporation; ‘

(vi)  dissolution; merger, consolidation or transfer of a substantial part of the
property of any Obligor which is a corporation, limited liability company, partnership or other
entity, if such dissolution, merger, consolidation or transfer is deemed by FIRST MUTUAL
BANK to be a material adverse factor in determining the creditworthiness of such Obligor; or

(vii) falsity in any material respect as of the date made in any statement,
representation or warranty of any Obligor in connection with any Confract.
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"Obligor Guaranty" means any guaranty given to PSL (or under which PSL has rights)
by any person or entity guaranteeing the payment and/or performance of a Contract purchased by

FIRST MUTUAL BANK.

) "Payment" means, with respect to each Contract, all monies due or to become due under
that Contract, whether or not earned by performance, receivable by PSL pursuant to the Contract,
including any insurance settlement; provided however, if such Contract is a Lease, Payment shali
not mean (i) any amounts payable by the lessee under an option to purchase the Equipment, if
any, (ii) all taxes payable by the lessee under the terms of the Lease, (iii) insurance premiums
required by the Lease to be paid by the lessee, and (iv) other expenses under the Lease for which

PSL is entitled to reimbursement, such as UCC filing fees.
"Payment Seftlement Date" shall have the meaning assigned to that term in Section 8(a).

“Payment Stream"” means, with respect to any Contract, the aggregate amount of .
Payments payable under such Contract. . .

"Purchase and Security Agreement” shall have the meaning assigned to that term in
Section 3(d). ) ) .

"Purchase Price” means, as provided in Section 3(e), the amount to be paid by FIRST
MUTUAL BANK to PSL to purchase the Payment Stream under a Contract, which amount shall
be equal to the Balance of Payments discounted to present value at the Discount Rate.

"Portfolio" means the Payment Streams under a group of Contracts to be sold by PSL and
purchased by FIRST MUTUAL BANK pursuant to 2 Purchase and Security Agreement. It is
anticipated that the terms of such Payment Streams will be 36 to 60 months with the average

term of each Portfolio approximately equal to 46 months.

"Repurchase Price” of a Payment Stream means, at any time, the prosent value of the
Balance of Payments (based on FIRST MUTUAL BANK’s records and taking into account-all
Payments received from PSL without regard to whether PSL has received the corresponding
Payment from the Obligor) of such Payment Stream at that time, calculated using the Discount
Rate used to determine the Purchase Price for such Payment Stream.

"Schedule” means, with respect to any Contract, any. addendum or schedule attached to or
executed in connection with such Contract and describing, among other things, the BEquipment

leased or financed under the Coniract.

"Substitute Payment Stream” shall have the meaning assigned to that term in Section 11.

"Tangible Net Worth" means, all assets appearing on the consolidated balance sheet of
PSL, on a GAAP basis, less, without limitation and without duplication of deductions, the sum

of:

@ Déebt;

(i) Al reserves established by PSL for anticipated losses and expenses; and
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(i)  Net book value of all assets of PSL which are treated as Intangibles in accordance
with GAAP. :

"Transaction_Package" means, with respect to each Contract, the documents and
information required to be delivered to FIRST MUTUAL BANK by PSL as enumerated in

Section 3(b) below.

2. Purchase

PSL may-from time to time, in its sole discretion and in accordance with the terms of this
Agrecment, offer FIRST MUTUAL BANK the right to purchase certain Portfolios and FIRST
MUTUAL BANK may, in its sole discretion and in accordance with the terms of this
Agreement, elect to purchase or decline to purchase such Portfolios or the Payment Stream under

any Contract included in such Portfolio.

3. Procedure

(2) Cument Discount Rate. Upon inquiry, FIRST MUTUAL BANK shall provide
PSL with the Discount Rate currently in effect, which Discount Rate will remain in effect for

thirty (30) days.

" (b) Initial Request. "If PSL, in its sole discretion, wishes to sell a certain Portfolio to
FIRST MUTUAL BANK, PSL shall submit to FIRST MUTUAL BANK a written request
including the following documents and information with respect to each Contract included in

such Portfolio:

(i) A copy, certified by a responsible officer of PSL to be full, true and
complete, as applicable, of each Contract including the related Schedule, the Balance of
Payments due thereunder, and all related Contract Documents, proposed to be assigned as
security for payment by the Obligor of the Payments and all other amounts payable by the
Obligor under the Contract, which Contract and Schedule shall be in substantially the form
attached hereto as Exhibit A if such Contract is a Lease, or Exhibit B if such Contract is a
Finance Agreement; provided, however, that if the Contract and Schedule have been modified or
amended from the form attached hereto, the request shall be accompanied by a copy of the
Contract marked to reflect the modifications thereto and a copy of any amendments thereto;

(i) If PSL has ‘pledged or granted a security interest in the Portfolio, any
Contracts which comprise the Portfolio or the related Equipment, PSL shall notify FIRST -
MUTUAL BANK and identify the lender or lenders with such security interests; and

(i) Such other documents as FIRST MUTUAL BANK may reasonably

request.

{©) Purchase_Approval. Upon receipt of PSL’s request fo sell a Portfolio, FIRST
MUTUAL BANK shall make such inquiries with respect to the related Contracts and Equipment

as FIRST MUTUAL BANK makes in its usual and customary approval process with respect to
transactions of similar size and nature; provided, however, that FIRST MUTUAL BANK. shall
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not contact any Obligor without the prior consent of PSL, except for su:h lease and equipment
verifications as FIRST MUTUAL BANK may wish to conduct as part c its duc diligence with
prior notice to PSL. FIRST MUTUAL BANK shall make reasonable efforts to complete its
review of the request and notify PSL whether FIRST MUTUAL BAMK wishes to make the
‘proposed purchase, all within five (5) Business Days following the las. date on which FIRST
MUTUAL BANK. shall have received the request together with all other information reasonably
required by FIRST MUTUAL BANK, If FIRST MUTUAL BANK is u willing, in its sole and
absolute discretion, to purchase such Portfolio or the Payment Strezm under any Contract
included in such Portfolio, FIRST MUTUAL BANK shall so notify PSL, and FIRST MUTUAL
BANK shall be under no further obligation of any kind with respect to suzh Portfolio or Contract
or with respect to PSL’s request for the proposed sale. Failure on the pert of FIRST MUTUAL
BANK to notify PSL in writing of FIRST MUTUAL BANK’s decisior. to approve or reject a
purchase request shall be deemed a decision to reject such request. If FIRST MUTUAL BANK
has notified PSL that FIRST MUTUAL BANK is willing to make the preposed purchase, FIRST
MUTUAL BANK shall nevertheless not be obligated to make such a purchase uniess and until
all of the- conditions set forth in this Agreement have been satisfied within the time periods, if
any, set forth herein, including without limitation the condition that PSL shall have delivered a
complete Transaction Package to. FIRST MUTUAL BANK, and that FIRST MUTUAL BANK
shall have approved the Transaction Package, in its sole discretion. .

(@)  Acceptance. Upon receipt of notice that FIRST MUTUAL BANK has approved 2
~ proposed purchase, PSL shall amrange to deliver to FIRST MUTUAL BANK,
contemporaneously with payment of the Purchase Price (i) a fully executed original Payment
Stream Purchase and Security Agreement in substantially the form attached hereto as Exhibit C
(2 "Purchase and Sccurity Agreement”), transferring to FIRST MUTUAL BANK all of PSL's
right, title and interest' in and to the Payment Streams under all Contracts included in such
Portfolio and a first priority security, interest in, among other property described therein, the
specific Equipment, Confract Documents, Contracts, and Schedules thereto and (ii). the sole
original counterpart of each Schedule and fully executed original Contracts and Contract
Documents included in such Portfolio; provided however, that if any original Schedules and
Contracts or Contract Documents are in the possession of any of PSL's lender, then payment of
the Purchase Price for such Schedules and Contracts shall be contingent upon compliance with
the terms set forth in Section 3(e) of this Agreement, and (iii) Original Titles to vehicles and/or
equipment (if applicable) with original lien holder released.

(e) Purchase Price. The Purchase Price for the Payment Stream under each Contract
shall be equal to the Balance of Payments scheduled to be paid by the Obligor over the term of
the Contract, discounted to present value at the Discount Rate, without regard to whether the
Discount Rate is the same as or higher or lower than the effective rate offered by PSL to the

Obligor.

FIRST MUTUAL BANK shall wire transfer to PSL or to PSL’s designee the Purchase

. Price with respect to the Portfolio on a mutually acceptable closing date (each, a "Closing Date").
Notwithstanding the foregoing, if PSL has pledged or granted a security interest in the Portfolio,
any Contracts or contract documents or the related Equipment to an interim warehouse-lender or
other creditor of PSL, PSL shall notify FIRST MUTUAL BANK thereof and shall deliver to
FIRST MUTUAL BANK, at least one Business Day prior to the proposed Closing Date, and as a
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condition to payment of the Purchase Price thereof, (v) a written undertaking in form and
substance acceptable to FIRST MUTUAL BANK from PSL’s interim warehouse lender or other
creditor certifying that upon receipt of the specified payoff amount, it will immediately release
its security interest in and to the Portfolio, Contracts, contract documents, and/or related
Equipment and deliver to FIRST MUTUAL BANK any original Contracts, contract documents
and Schedules which are being purchased by FIRST MUTUAL BANK;; and (z) instructions from
PSL to pay such-Purchase Price, or the specified payoff amount if less than the Purchase Price,
directly to such interim warehouse lender or other creditor. '

4. Representations and Warranties

PSL represents and warrants that, as of the date of this Agreement, as of the date of
execution of each Contract, contract documents, and Schedule, and as of the date of each
Purchase and Security Agreement and Closing Date (each representation and warranty shall be
considered as having been made concurrently with the sale of a Portfolio and any Contracts to
FIRST MUTUAL BANK as an inducement to FIRST MUTUAL BANK to purchase the

Portfolio and Contracts): :

(a) PSL is a corporation duly organized, validly existing and in good standing under
the laws of Washington, and is duly qualified and in good standing as a foreign corporation .
authorized to do business in each state or jurisdiction where such qualification is necessary,
except where the failure to be so qualified will not have a material adverse effect on PSL’s
. business or its ability to enforce any provisions of this Agreement, any confract, or contract
document. No petition for relief under any chapter of the United States Bankruptcy Code, any
analogous law of any state or foreign jurisdiction, or any liquidation, dissolution or winding up

law has ever been filed by or against PSL. .

(b)  -PSL has full power and authority: (i) to execute this Agreement, each Contract,
each Schedule and each Purchase and Security Agreement; (ii) to perform PSL’s duties and
obligations thereunder; and (iii) to transfer to FIRST MUTUAL BANK all of PSL’s right, title
and interest in and to the Payment Streams under all Contracts, and-to grant to FIRST MUTUAL
BANK a first priority security interest in each Contract, each Schedule, the Contract Documents
and the Equipment under each Purchase and Security Agreement. The execution, delivery and
performance of this Agreement, each Purchase and Security Agreement, and each Contract and
Contract Document does not and will not violate any provision of PSL’s organizational
documents or any indentire, contract, agreement or instrument to which it is a party or by which
it is bound. PSL has taken all necessary corporate action to authorize the execution, delivery and-
performance of each Contract, contract document, each Schedule, each Purchase and Security
Agreement, and this Agreement, and each Contract, contract document, each Schedule, each
Purchase and Security Agreement, and this Agreement constitute the legal, valid and binding
obligations of PSL, enforceable in accordance with their terms. PSL is not required to obtain the
consent of any other party or any consent, license, approval or authorization from, or registration
or declaration with, any governmental authority, bureau or agency in connection with the

- execution, delivery, performance, validity, enforceability, enforcement, sale or assignment of
each Contract, contract document, each Schedule, each Purchase and Security Agreement, or this

Agreement. )
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(¢)  PSL has delivered to FIRST MUTUAL BANK copies of (i) PSL’s most recent
anmnal audited financial statements, prepared and certified by an independent firm of certified
public accountants satisfactory to FIRST MUTUAL BANK, in conformity with generally
accepted accounting principles applied on a consistent basis and presenting fairly PSL’s financial
condition as at such date, and the results of PSL's operations for the twelve (12) month period
then ended and (ii) PSL’s most recent quarterly financial statements, prepared in conformity with
generally accepted accounting principles applied on a consistent basis and presenting fairly
PSL’s financial condition as of such date and the results of PSL’s operations for the quarter then
ended, certified as true and correct by PSLs chief financial officer. Since the date of the above-
described financial statements there has been no material adverse change in PSL’s financial

condition.

(d)  PSL has delivered to FIRST MUTUAL BANK a schedule of material litigation or
governmental proceedings pending or threatened against PSL (including estimates of the dollar
amounts involved). Other than any liability incident to the litigation or proceedings disclosed in
such schedule, PSL has no contingent liabilities not provided for or disclosed in the annual
audited financial statements referred to in Section 4(c).

(e) PSL has not within the past five years operated, nor is it now operating, under any
trade name other than its true name, which is as specified in the preamble to this Agreement. The
chief executive office and principal place of business of PSL is located at the address set forth in
the preamble to this Agresment and has been at no other location during the past five years. .

§3) On ‘each Closing ‘Date, PSL will have good and valid fitle to the Contracts
_described in the Purchase and Security Agreement, including the Balance of Payments due
thereunder, and the Contract Documents and related Equipment, free and clear of all liens,
claims, charges or other encumbrances, subject only to the interest of the lender or lenders
disclosed to FIRST MUTUAL BANK pursuant fo Section 3(b) of this Agreement. On each
.Closing Date, subject to paying to any prior secured lender the payoff amount pursuant to
Section 3(b) hereof, FIRST MUTUAL BANK will receive good and valid title to the Payment
Stream due under the Contracts described in the Purchase and Security Agreement, free and clear
of all liens, claims, charges or other encumbrances of any nature whatsoever, and a first priority
security interest in each contract , each schedule, the contract documents, and equipment under

each Purchase and Security Agreement. .

(® PSL has complied with and will continue to comply with all material laws, rules,
regulations and orders applicable to the operation of its business and the servicing of the
Contracts and Contract Documents. PSL and its employees have all material governmental
licenses and permits (federal, state and local) necessary for the conduct of PSL's business, and
such licenses and permits are in full force and effect. PSL is not aware of any violations in
respect of any such licenses or permits and no proceedings are pending or to PSL's knowledge
threatened concerning the revocation or limitation of any such license or permit of PSL.

(h)  PSL represents and warrants to FIRST MUTUAL BANK that, as of the date
hereof and as of each Closing Date with respect to the Contracts and the related Payments

Streams sold to FIRST MUTUAL BANK:
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@ The Contracts and related Contract Documents delivered to FIRST
MUTUAL BANK on or before the Closing Date constitute all of the documents relating to
Contract, Contract Documents and related Equipment in the possession or control of PSL;

(i)  The Contracts and Contract Documents evidence the entire agreement
between the parties thereto concerning the leasing or financing of the Equipment subject thereto;

(ifiy  The Contracts and Contract Documents are genuine and represent a valid
and enforceable obligation of each Obligor under such Contracts and Contract Documents;

(iv) No event of default exists, and no event exists which, with the passage of
time or otherwise, would constitute an event of default or other default under any Contracts or
Contract Documents, except that a Payment due wnder any Contract may be past-due by less than

thirty (30) days as of the Closing Date;
(v)  All outstanding taxes levied or assessed against or with respect to each

Contract, Contract Documents, or the Equipment described therein have been fully paid, other
than taxes that are not yet due and payable or are being contested by the Obligor in good faith

and by appropriate legal proceedings; and

(vi) The Contracts, Contract Documents, Payment Streams and Equipment
shall conform to all of the eligibility requirements set forth in Section 5 from and- after the
Closing Date for each Contract, Contract Document or Portfolio.

@) PSL recognizes and agrees that, notwithstanding any investigation, FIRST
MUTUAL BANK is relying on the representations and warranties of PSL made herein. ;

5. Eligibility Requirements

In order for a Contract to be an Eligible Contract, all of the following :must be true and
correct with respect to the Contract, the Contract Documents, the Payments due under the
Contract and the Equipment leased or financed undeér the Contract:

(@ The Contract and Contract Documents provide that the Obligor under the
Contract and Contract Documents waives all defenses, setoffs, and counterclaims against the

assignee of the lessor or vendor. .

(b)  The Contract and Contract Documents arise from a bona fide lease or sale of the
Equipment described in the Contract and Contract Documents, and the Equipment is in all
respects in accord with the requirements of the Contract and Contract Documents and has been
delivered to and unqualifiedly accepted by the lessee or vendee thereunder.

(c) The Contract, Contract Documents and the related Equipment comply with all
applicable laws and regulations (including, without limitation, interest/usury laws); the Contract
and Contract Documents are genuine, valid, enforceable in accordance with their terms,
accurately describe the related Equipment and the Payments due under the Contract, and are in
all respects what they purports to be; the Contract, Contract Documents, the Payments due under
the Contract, the related Equipment and all proceeds thereof are not subject to any lien, claim or
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security interest except the interest of the lessee or vendee of the Equipment and a lien on the
Equipment, Contract, Contract Documents, Payments and all proceeds in FIRST MUTUAL
BANK’s favor; and the Contracts and Contract Documents are ones which FIRST MUTUAL
BANK is and will continue to be authorized by law to purchase and hold.

(d)  On each Closing Date for FIRST MUTUAL BANK's purchase of the Payment
Stream under each and every Contract, PSL has, and thereafter shall have, except only for the
interest of FIRST MUTUAL BANK therein pursuant to a Purchase and Security Agreement, (i)
good. title to the Contract, Contract Documents, the Payments due under the Contract, and each
Obligor Guaranty related to the Contract, free of all liens, claims or security interests; (ii) good
title to the related Equipment, subject only to the interest of the lessee or vendee thereof pursuant
to the related Contract; and (iii) all legal power, right and authority to sell the Payment Streain
under. the Contract to FIRST MUTUAL BANK and to grant 2 security interest in the Contract,
Contract Documents, and Equipment.

(&  On each Closing Date for the purchase of the Payment Stream under each and
every Contract and upon execution and delivery of the Purchase and Security Agreement
therefore, FIRST MUTUAL BANK shall have good title to the Payment Stream due under the
Contract and a first priority perfected security interest in the Contract, the Contract Documents,
the Equipment and each Obligor Guaranty related to the Contract, free of all liens, claims or

security interests.

€3] All counterparts of the Contract, Contract Documents, and Schcdule have been

clearly marked to indicate that only one counterpart is thé “Original” and assignable, and that
original counterpart will be delivered to FIRST MUTUAL BANK at the time of FIRST
MUTUAL BANK’s purchase of the Payment Stream, and, in addition, all other counterparts
shall be ‘marked to indicate that the Contract, Contract Documents and Schedule bave been

assigned to FIRST MUTUAL BANK.

(g) At the time of PSL's initial written request and prior to FIRST MUTUAL
BANK’s purchase of the Payment Stream under the Contract, PSL has informed FIRST
MUTUAL BANK in writing of all agreements (written or verbal) entered into in connection with
the Contract and Contract Documents or otherwise related to or affecting the Equipment and
fully executed copies (all original copies if requested by FIRST MUTUAL BANK) of all those

agreements will be delivered to FIRST MUTUAL BANK prior to the Closing Date.

(h)  Bach party to the Contract, Contract Documents and any Obligor Guaranty has all
the legal capacity, power and right required for it to enter into the Contract, Contract Documents
or Obligor Guaranty and any supplemental agreements, and to perform their obligations
thereunder; and each party has taken all necessary corporate/limited liability/partnership action .
and obtained all necessary govemnmental authorizations to authorize the execution, delivery and
performance of the Contract, Contract Documents or Obligor Guaranty.

(i) On each Closing Date for the purchase of the Payment Stream under each and
every Contract, no Obligor Default or event which, with the passage of time or giving of notice
or both, would become an Obligor Default under the terms of the Contract or Contract
Documents existed and PSL had no knowledge of any fact that may impair the Contract’s or
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Contract Documents’ validity and enforceability. On each Closing Date for the purchase of the
Payment Stream under each and every Contract, no Payment due under the Contract or Contract
Documents is thirty (30) or more days past-due. Since the origination of the Contract, PSL has
not waived any default of the Obligor under the Contract or Contract Documents, nor has PSL
advanced or forgiven any Payments or other amounts due and owing by the Obligor. The
Obligor under each Contract or Contract Documents is not in default of any obligations owed by
such Obligor to PSL under any other leases, guaranty agreements or financing contracts.

6] There exist no setoffs, counterclaims or defenses on the part of any Obligor under .

the Contract, Contract Documents or any Obligor Guaranty to any claims against or obligations
of any Obligor thereunder and PSL knows of no basis for any claim of setoff, counterclaim or

defense by any Obligor.

(x)  PSL has not done anything that might impair the value of the Contract, Contract
Documents, any related Obligor Guaranty, the Equipment covered by the Contract or Payments
due under the Contract. . :

(¢H] For all Contracts in which the Payment Stream is more than $25,000 as of the
Closing Date, (i) the Equipment covered by or the subject of the Contract shall be insured against
loss or damage in the amount of the full insurable value of the Equipment, and the lessee or
vendee shall provide a certificate naming PSL and its assigns as loss payee of all such insurance;
(ii) the Contract shall require the lessee of vendee to maintain such other general Tiability
insurance as is commonly maintained by companies similarly situated or as FIRST MUTUAL
BANK may reasonably request. (iii) All leases for which the payment streams are sold to FIRST
MUTUAL BANK are characterized as a true leases, leases intended as security, loan or other
financing agreements, and PSL shall continue to file UCC’s in-order to continue the priority of

its security interest.

(m)  All taxes, assessments, fines, fees and other liabilities relating to the Coniract,
Contract Documents, the Payments due under the Contract, the related Equipment, or any related
Obligor Guaranty have been paid when due, and all filings in respect of any such taxes,
assessments, fines, fees and other liabilities have been timely made.

) None of PSL, the véndor or lessor of the Equipment is in defanlt of any of PSL’s
or such vendor's or lessor’s obligations under the Contract or Contract Documents arising by
contract or imposed by applicable law, rule or regulation with respect to the Contract, Contract

Documents and the related Equipment.

(o)  The Contract, Contract Documents and any related Obligor Guaranty have not

been, nor will be, altered, modified, changed or amended without FIRST MUTUAL BANK’s

prior written consent.

(p)  On each Closing Date for the purchase of the Payment Stream under each and
every Contract, no Payments or other amounts have been prepaid or repaid (or if partially repaid
or prepaid, such payment is reflected in the statement of the Balance of Payments provided to
FIRST MUTUAL BANK pursuant to Section 3(b)(i)) on the Contract except advance payments
which are required by and disclosed in the Contract.
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(@  No Contract under which the Payment Stream is being offered for sale to FIRST
MUTUAL BANK has been sold, transferred or assigned by PSL to any person or entity other
than FIRST MUTUAL BANK.

® Each Contract, and the related Contract Documents were originated in the United
States and are denominated in US dollars. The Equipment which is the subject of each Contract

is located in the United States.

()  Each Contract and the related Contract Documents contain provisions: (i)
requiring the Obligor to assume all risk of loss or malfunction of the related Equipment; (i)
requiring the Obligor to pay all expenses in connection with the maintenance, repair, insurance
and taxes related to the Equipment; (jii) makes the Obligor absolutely and unconditionally liable
for all payments required to be made thereunder, without any right of setoff, counterclaim or
other defense and without any right to prepay the Payments; and (iv) granting to the lessor a..
security interest in the Equipment in the event the transaction is deemed to be a secured lending

transaction or sale of Equipment, rather than a true lease.

(t)  PSL shall have taken or caused to be taken all steps necessary under the
applicable law to perfect a valid, perfected, first priority sécurity interest in and to the Equipment
described in each Contract, in the event that the transaction under any such Contract is deemed to
be a secured lending transaction (or any transaction other than a true lease).

(u)  No Obligor has the xjgl_ﬁ ‘to_prepay its -obligations under any Contract or to
terminate any Contract before the scheduled termination date as set forth in such Contract.

6. Covenanis

Until the later of termination of this Agreement or until no further Payments are due and
owing to FIRST MUTUAL BANK pursuant to any Contract under which the Payment Stream
has been purchased by FIRST MUTUAL BANK under this Agreement, PSL agrees that it will;

(@)  Fumish to FIRST MUTUAL BANK, within thirty (30) days after the end of each
quarter, quarterly financial statements prepared in accordance with generally accepted
accounting principles consistently applied and, annually within sixty (60) days after the end of
each fiscal year, a copy of PSL's annual audited financial statements, with all notes thereto, and
upon request, financial and operating statements and reports on the current operations and

coqdiﬁon of PSL;

(»)  Keep accurate books, records and accounts with respect to the Contracts, Contract
Documents, Payment Streams and Equipment and permit FIRST MUTUAL BANK to examine
PSL’s books and records with respect thereto and make extracts therefrom and copies thereof at
any reasonable time and from time to time, and PSL will furnish such information and reports to
FIRST MUTUAL BANK regarding the Contracts, Contract Documents, Payment Streams and
" the Equipment as FIRST MUTUAL BANK may from time to time request or shall make such
-information and reports available to FIRST MUTUAL BANK at its request for examination and
inspection at PSL’s place of business during regular business hours upon delivery to PSL of
notice at least two (2) business days prior to such inspection; . . :
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()  For all Contracts in which the Payment Stream is more than $25,000 as of the
Closing Date, maintain or cause the lessees or vendees under such Contracts to maintain the
insurance requirements set forth in Section 5(1), and PSL will upon request by FIRST MUTUAL
BANK deliver from time to time to FIRST MUTUAL BANK certificates of insurance for the
coverages and in the amounts required pursuant to this Agreement and the Contracts;

(d)  Make or cause to be made all filings in respect of, and pay or cause to be paid
when due, all taxes, assessments, fines, fees and other liabilities (including all taxes and other .
claims with respect to the Contracts, Contract Documents, Payments and the related Equipment),
except and so long as (i) such taxes, assessments, fines, fees and other liabilities are contested in
good faith, with due diligence and by appropriate proceedings; (if) in FIRST MUTUAL BANK’s
opinion an adequate reserve therefore has been established and is being maintained; and (iii)
failure to pay the same does not adversely affect FIRST MUTUAL BANK's rights under this
Agreement, any Contract under which the Payment Stream has been assigned to FIRST
MUTUAL BANK or FIRST MUTUAL BANK'’s interest in the related Contract Documents and
Equipment, and, in any event, PSL shall indemnify and hold harmless FIRST MUTUAL BANK
from all liabilities and/or claims of any nature whatsoever arising from the failure to report
and/or non-payment or insufficient payment of all taxes levied or assessed upon or against the

Contracts, Contract Documents, Payment Streams or the Equipment;

(¢)  Not (i) cease to engage in substantially the same line of business in which PSL is
engaged on the date of this Agreement; (ii) cease to engage in the sale or lease of Equipment; or
(iii) sell, transfer, or convey a substantial part of PSL’s assets other than in the normal course of -

business (such normal course of business to include the securitization of assets) or effect or be a
party to any merger or copsolidation which would result in a change in control of PSL (e, a
sdle, transfer or conveyance of 25% of more of PSL’s outstanding voting stock), or a material

adverse impact on PSL’s financial condition, business operations or ability to’perform its
obligations under this Agresment; ' ' '

(f) . Perform all PSL’s obligations ansmg by contract or imposed by applicable law,

rule or regulation with respect to the Contracts, Contract Documents Payments and the related

Equipment;

(g)  Notify FIRST MUTUAL BANK at least ten (10) days prior to PSL’s (i) changing
the location of PSL’s principal place of business, chief executive office or state of incorporation
or (ii) opening or closing any places of business in any jurisdictions where such openings or
closings might affect FIRST MUTUAL BANK's interest in any Contract, Contract Documents

Equipment or Payment;

(h) ~ PSL shall prepare and file financing statements sufficient to perfect a purchase
money security interest in the Equipment described in such Contracts and continue such
irements of the Uniform Commercial Code

financing statements in accordance with the requ
("UCC™), and do such further acts and things as FIRST MUTUAL BANK may reasonably

request in order to flly effect the purposes of this Agreement and to continue the perfection of
FIRST MUTUAL BANK’s valid first priority security interest in the Contracts, Contract
Documents, the Equipment, the Payments, and the proceeds of all the.foregoing, and will pay all
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costs of any filing and recording that FIRST MUTUAL BANK may reasonably deerr necessary
to perfect said first priority security interest;

@) Tn comection with PSL’s collection of Payments under Section 8, PSL will
provide FIRST MUTUAL BANK, on or before the fifteenth day of each month, effective as of
the end of the preceding month, a report in a format satisfactory to FIRST MUTUAL BANK,
detailed by Obligor, setting forth the following: (i) receivables aging, delinquencies, and open
items together with an aging summary on PSL’s entire portfolio and (if) the occurrence of any of
the following events with respect to Confracts under which the Payment Streams have been

assigned to FIRST MUTUAL BANK: (A) the occurrence of an event of default or matenal
violation of any provision of a Contract or Contract Documents by the lessee or vendee
thereunder or any other Obligor thereof; (B) any adverse credit information, which PSL may
acquire or have knowledge of, with respect to any lessee, vendee or other Obligor under any
Contract or Contract Documents; or (C) any and all litigation or other matters or events
concerning PSL or any Obligor which might reasonably be construed to affect adversely FIRST
MUTUAL BANK’s interest in a2 Contract, Contract Documents, Payment Stream or related

Equipment or any of FIRST MUTUAL BANK’s rights under this Agreement;

()] PSL will provide FIRST MUTUAL BANK, on or before the eighth (8" day of
ecach month, effective as of the end of the preceding month, a report detailed by Obligor setting
forth the delinquencies for all Contracts under which the Payments Streams have been purchased

* by FIRST MUTUAL BANK;
f the Contracts and

(k) Enforce the pcl_'formaric_e of every term and condition ©

Contract Documents to be performed by the Obligors thereunder without terminating any of the
Contracts and Contract Documents, which enforcement shall be at PSL’s expense until such
time, if any, that litigation action is, at FIRST MUTUAL BANK’s direction, commenced with
respect to the Contract or Contract Documents, after which time (unless and until such Contract

and the related Payment Stream is repurchased or substituted for hereunder) such reasonable
shall have approved in advance

litigation enforcement expenses as FIRST MUTUAL BANK
shall.be borne by FIRST MUTUAL BANK;

@ After the date of any Purchase and Security Agreement, PSL shall not create,
purport to create, or allow creation of any len, levy, execution, attachment, gamishment,
mortgage, encumbrance or security interest upon (i) any Contract covered by that Purchase and
Security Agreement; (i) in the case of assignment of one of two or more Schedules to a
Contract, upon such Schedule subject to that Purchase and Security Agreement; (iii) the Contract

Documents; (iv) the Equipment; or (v) the Payment Stream;

(m)  Neither use the Equipment nor kmowingly permit the Equipment to be used for

any unlawful purpose or in violation of any federal, state or municipal law, statute or ordinance;

. (n) Maintain its current bank line which is utilized as a warehouse line, or, in the
event such bank line is canceled, replace such bank line with a similar facility within ninety (90)

days of such cancellation;
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(0)  Permit FIRST MUTUAL BANK to audit PSL's servicing and administration of
the Contracts, Contract Documents and Payments and provide such other information and reports
to FIRST MUTUAL BANK as it shall request in connection with such audit, and if PSL is in
default under this Agreement, each audit after such the occurrence of the event of defauit shall be

at PSL's cost and expense;

(p)  Fumish such data and ficld information in the format reasonably requested by
FIRST MUTUAL BANK when requested by FIRST MUTUAL BANK, as frequently as.

monthly;

(9 Maintain executive. and management personnel with substantially the same

qualifications and experience as the’ present executive and management personnel; provide
written notice to FIRST MUTUAL BANK of any change in executive and management
personnel; and during the term of this Agreement, PSL shall notify FIRST MUTUAL BANK of
any change in the following executive personnel during the term of this -Agreement, within
ten(10) days after PSL learns of such change: _Presideilt, Executive Vice President, Chief
Financial Officer and Vice President, Chief Information Systems Officer; and

® Maintain a ratio of Debt to Tangible Net Worth of not more than 6.0 to 1.0,
measured as of the end of each fiscal quarter of PSL.

7. Agreement to Indemnify

that PSL shall remain Lable upon the Contracts, and Contract
Documents to perform all of its obligations thereunder. FIRST MUTUAL BANK assumes no
.obligation or Hability to the lessee or vendee under any Contract for which the Payment Stream
has been assigned to FIRST MUTUAL BANK or under any Contract Documents, and nothing
.contained in this Agreement or any Purchase and Security Agreement executed pursuaut to this
Agreement shall impose any such obligation or liability on FIRST MUTUAL BANK. PSL shall
indemnify; defend and hold harmless FIRST MUTUAL BANK and its officers, directors,
employees and agents (collectively, the "FIRST MUTUAL BANK Parties") of; from and against
any losses, damages, penalties, forfeitures, claims, causes of action, costs, expenses (including
without limitation court costs and reasonable attorneys’ fees and costs) or liabilities which may
at any time be asserted, brought, incurred, assessed or adjudged in any mauner by, for the
account of or against the FIRST MUTUAL BANK Parties, or any of them, or PSL: (a) related to
or arising from the Contracts, Contract Documents, Payments or the related Equipment, or any
part thereof, including, without limitation the manufacture, construction, purchase, delivery,
acceptance or rejection, installation, ownership, sale, leasing, removal or retum of the
Equipment; or as a result of the use, maintenance, repair, replacement, operation or the condition
thereof (whether defects are latent or discoverable), including an Obligor’s assertion of non-

erformance of the Equipment; (b) by reason or as a result of product liability claims or claims
for strict liability; (c) any alleged failure of any Contract, Contract Documents or the related
Equipment to comply with any applicable law, rule, regulation or contractual specification;
(d) by reason or as a result of any act or omission or any alleged failure on PSL’s part to keep or
perform any of PSL’s obligations, express or implied, with respect to or under any Contract,
Contract Documents, Payments or the related Equipment; (¢) any injury or alleged injury to
persons or property or by reason or as a result of claims for patent, trademark or copyright

It is expressly agreed
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overnmental fees, charges, taxes or penalties levied or imposed in respect

infringement; (f) any g
any related Equipment; (g) by reason or as a

to any Contract, Contract Documents, Payments o1
result of any loss of any of the Equipment not covered by insurance; (h) any breach by PSL of

any of PSL’s representations, warranties, covenants or other obligations or agreements contained

in this Agreement, in any Contract, -Contract Document. or in any agreement related hereto or

thereto; or (i) any inaccuracy in any information provided to FIRST MUTUAL BANK by PSL;

‘provided, however, that such indemnity shall not apply to any claim, cause of action, damage,

liability, cost or expense if such claim, cause of action, damage, liability, cost or expense arises
_ solely as a result of FIRST MUTUAL BANK s grossty negligent or willful acts or omissions.

Each party will use its best efforts to give the other notice of any event or condition that
requires indemnification by PSL hereunder, or any 2llegation that such event or condition exists,
promptly upon obtaining knowledge thereof; but failure by FIRST MUTUAL BANK to give

such notice shall not relieve PSL if its indermmification obligations hereunder. PSL agrees to pay

all amounts due hereunder promptly on notice thereof from FIRST MUTUAL BANK. To the

extent that PSL may make or provide to FIRST MUTUAL BANK’s satisfaction for payment
under this indemnity provision, and if PSL is otherwise in compliance with the terms of this
Agreement, PSL shall be subrogated to FIRST MUTUAL BANK’s rights with respect to such .
event or condition’ and shail have the right to participate in (subject to FIRST MUTUAL
BANK’s ultimate control) litigation related thereto and to determine the settlement of claims
thereon. All of the indemnities and agreements contained in this paragraph shall survive and
continue in fall force and effect notwithstanding termination of this Agreement or of any
Contract or Contract Document assigned to FIRST MUTUAL BANK, shall be binding upon
PSL and its successors and assigns and are expressly made for the benefit of and shall be

enforceable by FIRST MUTUAL BANK and its successors and assigns.

8. Agreements Regarding Servicing and Collections by PSL

Unless and until FIRST MUTUAL BANK shall have the right, pursuant o Subsection 12(b)
below, to assume responsibility for servicing the Contracts and Contract Documents, PSL shall

continue to service and administer the Contracts and Contract Documents in accordance with its

res, which shall be sound commercial practices and procedures.

customary practices and procedu
PSL shall handle all transactions relating to the Contracts and Contract Documents and shall bear

the cost of servicing and enforcing the Contracts and Contract Documents.

(@  Under the terms of each Purchase and Security Agreement, each Obligor shall
deliver all payments due under each Contract and Contract Documents as directed by PSL. Until

FIRST MUTUAL BANK shall have assurned responsibility for servicing the Contracts and -
Contract Documents pursuant to Subsection 12(b) below, FIRST MUTUAL BANK authorizes
PSL to continue to collect Payments from the Obligors, and such Payments coltected by PSL
shall be held by PSL in trust for the benefit of FIRST MUTUAL BANK: and PSL shall have no
right, title or interest in such Payments. PSL agrees to bill the Obligors in accordance with PSL’s
standard billing practices. Each month, PSL shall pay to FIRST MUTUAL BANK by wire
transfer; (i) the amounts collected from the Obligors and required fo be paid on the Payment

Streams according to the amortization schedule attached to the Purchase and Security Agreement

on or prior to the twentieth (20th) day of the month in which the Payments are due under the

Contracts and Contract Documents (“Payment Settlement Date™), regardless of whether PSL has
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received such Payments from the Obligors, and (ii) all amounts PSL received from Obligors
attributable to Obligor prepayments accompanied by the applicable prepayment fee, unless such
Payment Stream has been repurchased by PSL pursuant to Section 9 of this Agreement or been
replaced with a Substitute Payment Stream pursuant to Section 11 hereof. If an Obligor under
any Contract or Contract Document fails to make a Payment within ninety (90) days of the due
date for that Payment and PSL requests in writing that FIRST MUTUAL BANK reimburse PSL
for the past-due Payment, FIRST MUTUAL BANK will pay such Payment to PSL without
interest. If PSL subsequently receives such past-due Payment, PSL agrees to hold such Payment
in trust for FIRST MUTUAL BANK and will immediately remit such Payment to FIRST
MUTUAL BANK. PSL’s obligations to pay the required amounts each month shall renain in
effect notwithstanding that FIRST MUTUAL BANK may at some point exercise FIRST
MUTUAL BANK’s right under Section 12(b) below to have the Obligors make their Payments
directly to FIRST MUTUAL BANK. PSL’s obligations to pay such amounts each month shall
also remain in effect, notwithstanding FIRST MUTUAIL BANK’s request to repurchase 2
Payment Stream. In the event that FIRST MUTUAL BANK receives Payments from Obligors
for which corresponding payments have been made by PSL, unless PSL is then in default of any
of its obligations to FIRST MUTUAL BANK hereunder, FIRST MUTUAL BANK will
promptly remit all such Payments to PSL in the form received without interest.

() Without the prior written consent of FIRST MUT UAL BANK, PSL agrees that it
will pot do any of the following with respect to any Contract or Contract Documents under
which the Payment Stream has been sold and transferred to FIRST MUTUAL BANK: (i)
amend, modify or waive any term, agreement or covenant in any Contract or Confract
Documents (i) release or agree not to sue any Obligor; or (iii) release or partially release any
Equipment which is leased to an Obligor or which secures repayment of any Contract or

Coniract Document.

(¢) Upon an Obligor Default, PSL agrees promptly to take ail reasonable steps to
repossess the Equipment related thereto and to use PSL’s commercially reasonable best efforts to
remarket the Equipment (including, if commercially reasonable, the refurbishment, repair,
transportation and advertising thereof) promptly thereafter in compliance with the applicable
provisions of the UCC before- attempting to remarket any similar Equipment covered under
Contracts related to Payment Streams repurchased. from FIRST MUTUAL BANK under Section
9 and on a non-discriminatory basis with respect to other equipment owned and managed by
PSL: PSL agrees to notify FIRST MUTUAL BANK, within thirty (30) days after the end of each
fiscal quarter, of any remarketing of Equipment occurring during such quarter, and the terms of
the remarketing, If PSL materially fails to perform its remarketing duties hereunder with respect
to any Equipment subject to an Obligor Default and such failure continues for thirty (30) days

after written notice thereof from FIRST MUTUAL BANK, or if PSL fails to remarket any

Equipment for a period of ninety (90) days after the occurrence of an Obligor's Default, FIRST

MUTUAL BANK may, but shall not be obligated to, assume the fight to remarket such
Equipment. If with respect to any Portfolio, or, based on actual experience FIRST MUTUAL
BANK reasonably believes, that there are or will exist Obligor Defaults on Payment Streams
which equal or exceed ten percent (10%) of the then current total Repurchase Price of all
Payment Streams under any Portfolio then held by FIRST MUTUAL BANK hereunder, FIRST
MUTUAL BANK may, but shall not be obligated to, assume the right to remarket some or all of

the Equipment subject to such Portfolio.
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(d)  Thirty days after the end of each month, FIRST MUTUAL BANK will substitute
a new payment schedule to each Purchase and Security Agreement with respect to which the
Payment Stream under any Contract or Contract Document has either been repurchased or
prepaid, unless each such Payment Stream has been replaced with a Substitute Payment Stream.

(¢)  Any payment received by PSL and not delivered to FIRST MUTUAL BANK
within the time set forth herein shall bear interest from the date such payment is due until paid in
full at the prime rate of Chase Manhattan Bank then in effect plus five percentage points or the
highest rate of interest then allowed by law, whichever is lower, and shall be secured by the
security interest granted pursuant to the terms of the related Purchase and Security Agreement.
PSL shall use the same efforts in collecting the Payments and all other amounts due under the
Contracts and Contract Documents as it uses with respect to its own contracts. If any instrument
or document given to FIRST MUTUAL BANK in payment of a Payment requires the
endorsement of PSL and PSL fails to endorse said instrument or decument, FIRST MUTUAL
BANK is hereby irrevocably authorized to endorse such instruments or documents on PSL’s
behalf as its attomey-in-fact. The power granted in this section is coupled with an interest and as.

such is Irrevocable,

(f)  PSL shall provide and keep in full force and effect during the temn of this
Agreement the following insurance coverage: (i) comprehensive general lability insurance,
including broad form coverage, with a minimum combined single Limit of not less than
$2,000,000, with an endorsement naming FIRST MUTUAL BANK as additional insured; and
(ii) employee fidelity/employee honesty-coverage for losses arising out of or in connection with
any fraudulent or dishonest acts committed by employees and agents of PSL acting alone or in
collusion with others in a minimum amount of $50,000, with an endorsement naming FIRST

MUTUAL BANK as additional insured.

9, Contract Prepayments

If an Obligor prepays its obligations-under a Contract or terminates the Contract before _
the scheduled termination date as set forth in the Contract, PSL shall, unless such Payment
Stream is replaced with a Substitute Payment Stream pursuant fo Section 11 below, repurchase

ent Stream fom FIRST MUTUAL BANK by delivering to FIRST MUTUAL BANK

the Paym:
on or before the date of the prepayment an amount equal to (i) the Repurchase Price of the
to the applicable percentage of

Payment Stream plus (ii) a “Prepayment Fee” in an amount equal
the Repurchase Price determined as follows: :

Months remaining in Original term (in months) of Contract

term at prepayment 147 48-59 60+
60+ ~ - 4%
48-59 - 4% 3%
36-47 4% 3% . 2%
24-35 3% - 2% 2% -
under 24 2% 1% 1%

Notwithstanding the foregoing, if (x) FIRST MUTUAL BANK determines in its sole
discretion not to accept any of three (3) Substitute Payment Streams offered by PSL pursuant to
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Section 11 of this Agreement and which comply with the requirements set forth in Section 11 to
replace a Payment Stream being prepaid by an Obligor, and (y) the credit quality, based on
FIRST MUTUAL BANK s then current credit standards and criteria, of the Obligor(s) of each of
the proposed Substitute Payment Streams is equal to or greater than the then credit quality of the
Obligor(s) of the Payment Stream being prepaid, as determined by FIRST MUTUAL BANK in
its sole discretion, FIRST MUTUAL BANK shall waive the payment of the related Prepayment

Fee.

10. Lack of Eligibility; Repurchase of Pavment Streams
e an Hligible Contract at the time of FIRST

MUTUAL BANK’s purchase of the Payment Stream thereunder or shall thereafter cease to be an
Eligible Contract, then PSL will, within ten (10) days of a written request from FIRST
MUTUAL BANK, repurchase the Payment Stream for such Contract for cash for its then current
Repurchiase Price. After FIRST MUTUAL BANK receives the Repurchase Price for any
repurchased Payment Stream, FIRST MUTUAL BANK will reassign to PSL all of FIRST
MUTUAL BANK’s right, title and interest in the repurchased Payment Stream, and release-its
security interest in and to the related Contract, Contract Documents Schedule and the related
Equipment, without recourse to, and without representations or warranties by, FIRST MUTUAL '

BANK of any kind whatsoever.

In the event any Contract shall not b

i1. Substitution of Payment Streams

PSL. may, in the event of a prepayment or te ination pursuant to Section 9 hereof, in
lieu of paying the Repurchase Price for the Payment Stream under the applicable Contract,
within five (5) days before the Repurchase Price is due to' FIRST MUTUAL BANK, offer to
FIRST MUTUAL BANK a2 substitute Payment Streamn ("Substitute Payment Styeam") for the
Contract which is being terminated or prepaid. The offer must be accompanied by the
documents and information required to be submitted with an initial request described in Section
3(b) hereof, the Substitute Payment Stream must have a remaining terin and monthly payment
amount equal to or greater than the remaining Payment Stream.being replaced, the Contract must
be an Eligible Contract and the sale and transfer of the Payment Stream thereunder must be in
compliance with all representations and warranties of PSL in.Section 4 hereof. FIRST MUTUAL
BANK will, in its sole discretion, determine whether or not to accept such Substitute Payment
Stream. If such Substitute Payment Stream is accepted, PSL shall promptly provide the closing
documents therefor described above in Section 3(d). If such Substitute Payment Stream is
rejected, or if FIRST MUTUAL BANK fails to respond to the substitution. offer within five (5)
days (in which event it shall be deemed rejected), PSL shall proceed as provided in this

Agrecment.

12. Default and Rights and Remedies

(2) Each of the following shall be an event of default (“Event of Default") under this

Agreement:

(i)  The failure of PSL to pay to FIRST MUTUAL BANK any Payments or
MUTUAL BANK;

any amounts collected by PSL from any Obligor which are due to FIRST
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(i) Any representation or warranty of PSL is or becomes false, misleading or

inaccurate; and

(iii) PSL fails to perform any covenant, promise or other agreement set forth in

this Agreement, any Purchase and Security Agreement or any other document or agreement

between PSL and FIRST MUTUAL BANK. -

an Event of Default, FIRST MUTUAL BANK may exercise

()  Upon occurrence of
dies, in addition to any remedies available at law or equity:

any one or more the following reme

(i)  PSL will, within ten (10) days of a written request from FIRST MUTUAL
BANK, repurchase all Payment Streams under all Contracts purchased by FIRST MUTUAL
BANK for cash for the camulative Repurchase Price of all 'such Payment Streams. After FIRST
MUTUAL BANK receives the cumulative Repurchase Price for all repurchased Payment
Streams, FIRST MUTUAL BANK. will reassign to PSL all of FIRST MUTUAL BANK’s right,

title and interest in the repurchased Payment Streams, the related Contracts, Confract Documents

and Schedules, and the related Equipment, without recourse to, and without representations or

warranties by, FIRST MUTUAL BANK of any kind whatsoever.

() I PSL fails to pay the cumnlative Repurchase Price for all Payment
Streams purchased by FIRST MUTUAL BANK under this Agreement, FIRST MUTUAL
BANK may notify the Obligors to pay all further Payments to FIRST MUTUAL BANK or its

agent.

@if) If PSL fails to pay the cumulative Repurchase Price for all Payment
Streams purchased by.FIRST MUTUAL BANK under this Agreement, FIRST MUTUAL
BANK. may take over the servicing and administration of the Contracts, Contract Documents,
.Payments and Equipment. PSL shall not interfere with the transition of servicing of the

Contracts to FIRST MUTUAL BANK. or its agent, shall cooperate with and assist with such

transition apd shall immediately provide all billing, accounting and servicing records related to

the Contracts to FIRST MUTUAL BANK or its agent in machine readable form, which to the
extent feasible, shall be compatible with the requirements of FIRST MUTUAL BANK's backup

servicer.

(ivy FIRST MUTUAL BANK may exercise all rights and remedies available
to a-secured creditor with respect to ifs security interest in the Contracts, Contract Documents

and Equipment.

If, despite FIRST MUTUAL BANK’s direction to any Obligor, PSL subsequently
receives a Payment on account of a Contract under which the Payment Stream has been assigned
to FIRST MUTUAL BANK or after the servicing of such Contract has been assumed by FIRST
MUTUAL BANK or its agent, PSL agrees to hold the amount in trust for FIRST MUTUAL

BANK and immediately forward the Payment to FIRST MUTUAL BANK in kind. PSL hereby
authorizes FIRST MUTUAL BANK to endorse, in writing or by stamp, in PSL’s name or
howsoever received by

otherwise any and all checks, drafts, notes, bills of exchange and orders,
FIRST MUTUAL BANK, representing any Payment under any Contract purchased by FIRST
MUTUAL BANK. FIRST MUTUAL BANK may take or fail to take whatever action with
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respect to collections under Contracts as FIRST MUTUAL BANK, in its sole discretion, shall
deem proper.

From and after the time as FIRST MUTUAL BANK or its agent assumes the servicing or
administration of the Contracts hereunder, PSL hereby consenis to any extension, renewal,
indulgence, amendment or release agreed to by FIRST MUTUAL BANK with respect to any
Contract or Contract Document without notice to PSL. FIRST MUTUAL BANK may thereafter
take any action which FIRST MUTUAL BANK may deem necessary ot desirable in order to

realize on the Contracts, Contract Documents and Bquipment, and FIRST MUTUAL BANK has

all powers necessary thereto, including, without limitation, power to perform any Contract or
Contract Document, and to endorse in the name of PSL any checks, drafts, notes, or other
_instruments or documents received with respect to the Confracts or Contract Documents or with
respect to any insurance policy covering amy property covered by the Contracts or Contract
Documents. This power is coupled with an interest and as such is irrevocable.

The remedies in this Agreement provided in favor of FIRST MUTUAL BANK shall not
be deemed exclusive but shall be curnulative and shall be in addition to all other remedi€s in its

favor existing at law, in equity or by statute.

13. Termination

This Agreement shall continue in effect until terminated and may be terminated by either
party.at any time upon thirty (30) days’ written notice to the other party. Termination of this
Agreement shall not affect the rights and obligations of the parties hereto with respect to
Payments due to FIRST MUTUAL BANK, Purchase and Security Agreements executed and
delivered, and Equipment, Contracts and Contract Documents pledged, to FIRST MUTUAL
BANK prior to the effective date of termination. In addition, notwithstanding FIRST MUTUAL

BANK’s receipt of notice of termination from PSL, such termination shall not affect the parties’

treatment of purchase requests previously submitted to FIRST MUTUAL BANK by PSL, which
shall continue to be govemed by the terms of this Agreement.

14,  Miscellaneous

. (a) If any action or proceeding is commenced to enforce or interpret this Agreement,

the prevailing party shall be entitled to recover from the nonprevailing party the costs and
expenses of maintaining such action or proceeding, including reasonable attorneys’ fees and
disbursements incurred before such action or proceeding is commenced, before trial, at trial, after
trial and on appeal, and in any arbitration proceeding, whether the action or proceeding is at law,
in equity or in a bankripicy case or proceeding. One-half of all costs and expenses incurred by
FIRST MUTUAL BANK in connection with the negotiation, preparation, execution and delivery
of this Agreement and any amendment, modification or other changes to this Agreement or any
related agreements shall be paid by PSL, excluding the costs associated with any opinion letter of
FIRST MUTUAL BANK's attomey requested by FIRST MUTUAL BANK in conjunction with
the closing of this Agreement. PSL will reimburse FIRST MUTUAL BANK for all costs
incurred by FIRST MUTUAL BANK in perfecting and continuing its liens and -security

. interests,
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(b)  Any notices to PSL or FIRST MUTUAL BANK hereunder shall be addressed to
that party at its respective address set forth in the preamble to this Agreement or such other
address as that party shall have specified in written notice delivered to the other party in the
manner set forth herein. Any notice required or given hereunder shall be in writing and shall be
deemed properly given five (5) business days after mailing by certified mail, postage prepaid, or
two (2) days after delivering such notice to 2 nationally recognized carrier for overnight delivery,
addressed to the designated recipient at its address set forth herein or such other address as such
party may advise the other party by notice given in accordance with this provision.

() This Agreement shall be construed and enforced in accordance with, and the
rights of the parties shall be govemed by, the internal laws of the State of Washington. Bach of
FIRST MUTUAL BANK and PSL (in its own behalf and, to the extent permitted by applicable
law, on behalf of its sharcholders) hereby waives all right to a trial by jury in any action,
proceeding or counterclaim (whether based upon contract, tort or otherwise) related to arising out

to this Agreement.

(d)  This Agreement shall be binding on, and inure to the benefit of, FIRST MUTUAL
BANK and PSL and their respective successors and assigns. This Agreement will take ‘effect
when each of PSL and FIRST MUTUAL BANK have received a counterpart of this Agreement
executed by the other party to this Agreement. This Agreement, together with each Purchase and

Security Agreement constitutes the entire understanding and agreement between PSL and FIRST

MUTUAL BANK and supersedes any and all prior discussions and agreements between PSL

and FIRST MUTUAL BANK with respect to the subject matter hereof. PSL and FIRST
MUTUAL BANK expressly acknowledge and agree that it is their intent that this Agreement and
each Purchase and Security Agreement be construed consistently with one another. However, if
any provision of any Purchase and Security Agreement is or appears to be inconsistent with any

provision of this Agreement, the terms of this Agreement shall control. PSL MAY NOT

ASSIGN THIS AGREEMENT IN WHOLE OR IN PART OR DELEGATE ANY OF ITS
. DUTIES .OR OBLIGATIONS HEREUNDER WITHOUT FIRST MUTUAL BANK’S PRIOR
WRITTEN CONSENT, WHICH MAY BE GIVEN OR WITHHELD IN ITS SOLE
DISCRETION. It is understood and agreed thet from time fo timé FIRST MUTUAL BANK
may, without notice to PSL, (i) decide that any or all of the purchases pursuant hereto shall be
made by one or more of FIRST MUTUAL BANK's affiliates, subsidiaries, or subsidiaries of
FIRST MUTUAL BANK’s affiliates; (ii) assignto one or more of FIRST MUTUAL BANK’s
affiliates, subsidiaries or subsidiaries of FIRST MUTUAL BANK’s affiliates, all of FIRST
MUTUAL BANK’s right, title and interest in any Payment Stream purchased by FIRST
MUTUAL BANK hereunder and FIRST MUTUAIL BANK’s security interest in the Equipment
and Contract and Contract Documents related thereto; and (iii) assign this Agreement in whole or

ip part and/or all or part of its rights and benefits under this Agreement to any person. If one or
more of FIRST MUTUAL BANK’s affiliates, subsidiaries or subsidiaries of FIRST MUTUAL
hases shall be made

BANK’s affiliates purchase any Payment Strcam, such purchase or purc
under the terms and conditions of this Agreement.

(e) The representations, warranties, covenants and indemnpities set forth in this
Agreement shall survive any termination or expiration of this Agreement, and shall be binding
upon and inure to the benefit of-the parties and their successors and assigns.
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resentations and warranties made by PSL in
y FIRST MUTUAL BANK, be deemed
MUTUAL BANK with respect to each

H All of the covenants, agreements, rep
this Agreement shall, notwithstanding any investigation b
to be material to and to have been relied upon by FIRST
Contract purchased by FIRST MUTUAL BANK pursuant to this Agresment. FIRST MUTUAL
BANK’s knowledge at any time of any breach of or non-compliance with any of such covenants,
agreements, representations or warranties shall not constitute a waiver of any thereof by FIRST
MUTUAL BANK. FIRST MUTUAL BANK shall not be deemed to have waived any of its
rights hereunder unless a writing signed by FIRST MUTUAL BANK evidences such waiver. No

delay or omission by FIRST MUTUAL BANK in the exercise of any right or remedy shall
constitute a waiver thereof, and no single or partial exercise by FIRST MUTUAL BANK of any
ise of any other right

right or remedy shall preclude other or further exercise thereof or the exerc
or remedy. A waiver of any right granted by FIRST MUTUAL BANK on any one occasion shall
not be construed as a bar to or waiver by FIRST MUTUAL BANK of any right or remedy on

FIRST MUTUAL BANK shall be cumulative

any future occasion. All rights and remedies of
at FIRST MUTUAL BANK’s option, and the

and may be exercised singularly or concurrently,

exercise or enforcement of any one such right or remedy by FIRST MUTUAL BANK shall not
be a bar or condition to the exercise or enforcement of any other rights and remedies of FIRST
MUTUAL BANK. ’ '

(4] FIRST MUTUAL BANK’s obligation to perform under this Agreement is limited
by and subject to any and all applicable laws, rules and regulations. Wherever possible each
provision of this Agreement shall be interpreted in such manner as to be effective and valid
under ‘applicable law, but if any provision of this Agreement shall be unenforceable, prohibited
or invalid under such law, such provision shall be ineffective to the extent of such
unenforceability, prohibition or invalidity without invalidating. the remainder of such provision

or the remaining provisions of the Agreement.

and save FIRST MUTUAL BANK harmless from
all lability for, dny stamp or other taxes which may be payable with respect {0 the execution
and/or delivery of this Agreement or the issuance of any Purchase and Security Agreement,
which obligation of PSL shall survive the termination of this Agreement.

(). FIRST MUTUAL BANK HAS NOT MADE ANY COMMITMENT TO
PURCHASE ANY PAYMENT STREAMS OR TO ACCEPT THE PLEDGE OF ANY
CONTRACTS, CONTRACT DOCUMENTS OR EQUIPMENT. FIRST MUTUAL BANK
i OFFERED FOR SALE BY PSL
FOR ANY OR NO REASON, AND FIRST MUTUAL BANK’S DECISION TO PURCHASE
OR NOT TO PURCHASE SHALL BE MADE IN FIRST MUTUAL BANK
UNLIMITED DISCRETION, AND IN ACCORDANCE WITH THE TERMS OF THIS
AGREEMENT. PSL HAS NOT MADE ANY" COMMITMENT TO PLEDGE ANY
CONTRACTS OR EQUIPMENT TO FIRST MUTUAL BANK OR TO SELL ANY
PAYMENT STREAMS TO FIRST MUTUAL BANK. PSL’S DECISION TO OFFER ANY
PAYMENT STREAM FOR SALE TO FIRST MUTUAL BANK HEREUNDER SHALL BE-

MADE IN PSL’S SOLE AND UNLIMITED DISCRETION.

h) PSL agrees to réport and pay,

)] The parties expressly do not intend to form a partnership or joint venture,. and

nothing contained in this Agreement shall be construed as forming a partnership or joint venture.
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(k) PSL BY ITS ACCEPTANCE HEREOF) AGREES THAT NEITHER IT,
NOR ANY PERMITTED ASSIGNEE OR SUCCESSOR SHALL (a) SEEK A JURY
TRIAL IN ANY LAWSUIT, PROCEEDING, COUNTERCLAIM, OR ANY OTHER
ACTION BASED UPON, OR ARISING OUT OF, THIS AGREEMENT, ANY
PURCHASE AND SECURITY AGREEMENT, ANY RELATED AGREEMENTS, OR
THE DEALINGS OR THE RELATIONSHIP BETWEEN OR AMONG PSL AND FIRST
MUTUAL BANK AND FIRST MUTUAL BANK’S SUCCESSORS AND ASSIGNS, OR
(b) SEEK TO CONSOLIDATE ANY SUCH ACTION WITH ANY OTHER ACTION IN
WHICH A JURY TRIAL CANNOT BE OR HAS NOT BEEN WAIVED. PSL HAS READ
AND FULLY- UNDERSTANDS THE PROVISIONS OF THIS PARAGRAPH, AND
THESE PROVISIONS SHALL BE SUBJECT TO NO EXCEPTIONS. FIRST MUTUAL
BANK BAS NOT AGREED WITH OR REPRESENTED TO PSL THAT THE
PROVISIONS OF THIS PARAGRAPH WILL NOT BE FULLY ENFORCED IN ALL

INSTANCES.
ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY,

EXTEND CREDIT, OR TO FORBEAR FROM ENFORCING REPAYMENT OF A
DEBT ARE NOT ENFORCEABLE UNDER WASHINGTON LAW.

arties hereto have caused this Agreement to be
resentatives as of the day and year hereinabove

IN WITNESS WHEREOF, the p
executed by their respective duly authorized rep
written. : B

PUGET SOUND LEASING CO., INC.

" Zais A. Secord .
President

Exhibits:

Exhibit A Form of Lease
Exhibit B Form of Contract .
Exhibit C Form of Purchase and Security Agreement
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PSL Contracts

(Pool Nos. 1-9)

6/28/04 | $4,583,369 6/30/09 $337.709 $50,491

2 77-100293-08 | 12/16/04 | $4,999,021 | 12/31/09 $714,207 $58.493
3 77-100326-06 | 5/26/05 | $5,809,341 5/31/10 $124,407 $82,976
4 77-100382-09 | 1/26/06 | $6,929,517 4/26/11 | $1,918963 | $118,622
5 77-100440-05 | 9/28/06 | $9,240,243 4/28/13 | $3,582,999 | $172,877
6 77-100506-03 | 3/26/07 | $5,715,692 1/26/14 | $3,379,149 | $115,302
7 77-100539-04 | 8/30/07 | $7,586,792 8/30/14 | $5,517,139 | $145,382
8 77-100574-01 | 3/28/08 | $9,142,580 3/2/15| $8,075,333 | $177,869
9 77-100597-02 | 6/27/08 | $7,295,672 6/20/13 | $6,750,880 | $174,299
$61,302,227 $30,400,786 | $1,096,311

509459077.1
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{ PAYMENT STREAM PURCHASE AND SECURITY AGREEMENT

THIS! PAYMENT STREAM PURCHASE AND SECURITY AGREEMENT (this
" Agreement"), dated as of June 27, 2008, is entered into by and between PUGET SOUND
LEASING (“PSL'), a Division of First Sound Bank, a Washington State Chartered Bank, with
its chief execixtive offices located at 925 Fourth Avenue, Suite 2350, Seattle, Washington 98104,
and Washington Federal Savings, Inc. with offices located at 425 Pike Street, Seaftle,
Washington 58101. This Agreement is one of the Purchase and Security Agreements referred to
and describedl in, and intended fo be govemed by the lerms and conditions of, that certain
Program Aggpement (the "Program Agreement”) dated June 8, 2004, by and between PSL and
FIRST MUTUAL BANK (Succeeded by Washington Federal Savings, Inc.), including all
amendments or modifications thereto, which terms and conditions are hereby incorporated in and
made a part q‘f this Agreement to the same extent as if fully set forth herein. All capitafized terms
used in this jAgreement without definition shall have the meanings set forth in the Program

Agreement. |

In c.onsidemlou of the mutual agrecments contained herein and in the Program Agreement, the
parties heretd agree as follows:

(1) | Purchase and Sale of Payment Stream. PSL hereby sells, transfers, a3signs and
conveys to ASHINGTON FEDERAL SAVINGS, INC., absolutely and not as security, all of
PSL’s right, ftitle and interest in and to all Payment Streams under the Contracts described in
Bxhibit A atfached hereto and by this reference incorporated herein, and all contracts substituted
therefore pursuant to the Program Agreement. WASHINGTON FEDERAL SAVINGS, INC. and
PSL intend that the transaction evidenced by this Agreement be an absolute saje of the Payment
Styeams to V&{ASHINGTON FEDERAL SAVINGS, INC., and do not intend the transaction to be
an assignment for security purposes. If, notwithstanding the foregoing, the conveyance of the

Payment Stréams to WASHINGTON FEDERAL SAVINGS, INC. hereunder is determined to he

a pledge or ti'ansfcr for security purposes, the parties intend that PSL shall be deemed hereunder

to have gra%ued to WASHINGTON FEDERAL SAVINGS, INC. a first priority perfected
security integest in all of PSL’s right, title and interest in, to and under the Payment Streams as
security forj the prompt and satisfactory performance of all obligations of PSL to
WASHINGTON FEDERAL SAVINGS, INC. hereunder and under the Program Agreement, and
that this Ags’eement shall copstitute a security agreement under applicable Jaw. With respeot fo
the filing ofjany UCC financing statements which may be made in connection with the sale,
assignment and transfer herein conteroplated, such filing shall in no way be construed as being

contrary to the intent of the paxties that this transaction be treated as a sale to WASHINGTON

FEDERAL SAVINGS, INC. of all right, title and intorest in and to the Payment Streams.

(?) | Security for Performance. As security for the prompt and satisfactory
performance of all obligations of PSL to WASHINGTON FEDERAL SAVINGS, INC.

hereunder abd under the Program Agreement, and the obligations of each Qbligor under its

Contract Decuments (together, the “Indebtedness™), PSL. hereby grants to WASHINGTON

FEDERAL SAVINGS, INC. a security interest in all of PSL’s right, title and interest in and 0

the following property (the nCollateral®) consisting of (i) the Contracts listed in Bxhibit A and all

Contract Documents; (i) the Bquipment described in each Contract listed in Exhibit A and all

replaceraenty thereof, substitutions therefor, and modifications, upgrades and accessions thereto;
i
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and (iif) all P

L ORIINAL

hyments and all other amounts payable hereafter in connection with each Contract

by the rcspecdﬁve Obligor to PSL (if the Contract is 2 lease, Payments also includes amounts

payable purs

ant to any purchasc option not part of the payment stream that WASHINGTON

FEDERAL §AV1NGS, INC. purchases, but which PSL bas a security interest) including
amouats payable pursuant to any Obligor Guaranty of the Contract; (iv) all proceeds of any of

the foregoing]
)}

as follows:

Contract in ad

including proceeds of insurance.
PSL Representations and Warranties. PSL hereby represents, warrants and agrees

1) Bach Contract listed in Exhibit A is and will continue to be an Eligible
cordance with Section 5 of the Program Agreement,

(i)  As of the date of execution of each Contract listed in Exhibit A, and as of

the date of s Agreement, sach representation and warzanty made by PSL in.Section 4 of the
Program Agréement was and is true and correct.

(i) PSL has delivered, or will contemporancously herewith defiver, 1o

WASHINGTON FEDERAL SAVINGS, INC. the sole original counterpart of each Contract and
related contract documents as identified in Exhibit A.

Program Agr
@

@v) PSL will comply with the covenants made by PSL in Section 6 of the
ement with respect to each Contract listed in Exhibit A.

Performance of Confracts, Nothing contained in this Agreement shall refieve PSL

from or cause WASHINGTON FEDERAL SAVINGS, INC. to be liable for, the obligations of
PSL under agy Contract or contract document. All Payments due after the date hereof are to be
made by the|Obligor and collected by PSL as servicing agent for WASHINGTON FEDERAL
SAVINGS, INC. and remitted to WASHINGTON FEDERAL SAVINGS, INC. in accordance

with the provisions of the Program Agreement.

Rights of Obligor. Notwithstanding any other provision of this Agreement,

()
WASHINGTON FEDERAL SAVINGS, INC. agress that its security interest and rights

Obligor shall
shall not distt

hereunder a:llsubject to the rights of ea

ch Obligor under its related Contrect and, so long as.any
not be in default under its Contract, WASHINGTON FEDERAL SAVINGS, INC.
b such Obligor’s peaceful possession of the related Equipment and such Obligor's

right to use sich Equipment for its intended purposes.

6

Payment Schedule. In accordance with Section 8(a) of the Program
Agreement @ payment schedule is aftached hercto as Exhibit B, PSL
anthorizes WASHINGTON FEDERAL SAVINGS, INC. to substitute and
attach new payment schedules hereto, from time to time, in accordance

with Section 8(c) of the Program Agreement.
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(7) |Goveming Law; Severability, Notice. This Agresment shall be a contract made
under, governed by end construed in all respects in accordance with the laws of the State of

Washington. {Whenever possible, each provision of this Agreement shall be interpreted in such
manner as tobe consistent with the terms of the Program Agreement, and cffective and valid
under applicable law. If any provision of this Agreement shall be prohibited by or invalid under
any law, suchlprovision shall be ineffective only to the extent and duration of such prohibition or
invalidity, without invalidating the remainder of such provision or the remaining provisions of
this Agreement. If any provision of this Agreement is inconsistent with the terros of the Program
Agreement, the terms of the Program Agreement shall control. Any notice required or given
hereunder shdll be in weiting and shall be given in accordance with Section 15(b) of the Program

Agreement.

(8) | Waivers. PSL hereby waives presentment, demand for performance, notice of
nonperformange, protest, notice of protest, notice of dishopor and notice of acceptance of this
Agreement.

(9) 1 Successors and Assigns. This Agrecment shall be binding upen, and shall inure
to the benefitlof, the successors and assigns of PSL and WASHINGTON FEDERAL SAVINGS,
INC., provided, however, that PSL may not assign its obligations under any Contract or under
this Agreement, and any assignment in violation of this Section 9 shall be void and

unenforceablé.

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY,
EXTEND GREDIT, OR TO FORBEAR FROM ENFORCING REPAYMENT OF A
DEBT ARE NOT ENFORCEABLE UNDER WASHINGTON LAW.

N WITNESS WHEREOF, PSL and WASHINGTON FEDERAL SAVINGS, INC. have duly
executed and|delivered this Agreement as of the date first above written.

WASHINGTON FEDERAL SAVINGS

By:
Title:
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Exhibit A
To
Purchase and Security Agreement
{Lease and Equipment Description
and
Lacation of Equipment]
Lease{ dated by and between as Lessor, and

e err——————————
as Lessee, covering the following described Equipment:
SEE ATTACHED LISTING OF EXHIBIT A
BquipLuem Location:
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Puget Sound Leasing
A Division of First Sound Bank
Sale to First Mutual Bank

ORIGAL

Jun-08
Laae Receivable NPV @ .
CONYRACTNO  CUSTID  CUSTHNAME SUSTDBA INITIAL TERM  #Pmts Sold  CONTRAGY PMT Sold 826% PAIDTODATE RESMUAL EQUIP COST EQUIPMENT DESC
001-0026845-005 2 M MANAGEMENT GROUP, INC. SANDY SPRINGS LAY 60 5 480.40 27,183.00 $23.334.7¢ or/01/08 1.00 22,458.82 LANDSCAPING EQUIPMENT
001-0019177.001 IF INVESTMENTS CO MINUTEMAN PRESS 38 £ 1,198.20 40.738.80 $37.245.05 070108 3.779.82 87.798.20 PRINTER
001-0020488-000  47700-29488 AGCUDATA TECHNOLOGIES, ING 3 10 2,200,156 22,091.50 321,474,683 020108 1.00 69,674.40 PERFORMANCE TEGH SEGWAY 8300 §
003-0022758-001 ACE CONCRETE CORING & SAWING, INC, €0 9 70248 41,445.14 $35,003.22 07101108 3,131.78 33.015.80 2008 CHEVROLET 3500
00F-0014788-001 ACORN GROUP, INC, 80 54 81200 27,848.00 $28,048.07 081508 1.00 23,744.00 WORK GUBIGLES & CHAIRS
001-0018543-002 ACRWATER INC. ACRWATER HAULIN 36 32 1,142.43 35,557.78 $33,593.38 07101708 100 38,1520 2001 KENWORTH WS00L TRUCK
001-0020346-001 ACTION BICYCLES & JET SKI RENTALS, LLC 38 33 148248 48,920.85 $44,840.54 081508 100 46.913.10 (8) 2007 YAMAMA VX3 100F JET SKIS
001-0017905:001 AQVANCED PROCESS SERVICES, ING. 38 az 211582 67,695.84 $82,210.22 osl1508 100 68,850.00 PROFITADVISOR SOFTWARE
001-0018442.001 AGORA CONCEPRTS, INC. LEONIDAS CHOCOL 80 8 809.07 32,880.78 $28,604.96 onIs 1.00 28,250.13 ALOMA POINT OF SALE SYSTEM
001:0032790-001 ALBURY J, GARDNER, D.C. GARONER CHIROPR & 59 809,81 53.012.09 . §45,5%0.74 0?15i08 1,00 42,458.00 MEDICAL EGUIPMENT
001.0022733.001 AL, INC. FREEDOM POWER § 48 48 s74.82 28,441.72 $23.450.7¢ 08/16/08 100 22493.00 COMPUTER
001-0026527.001 ALINE AUTO REPAIR, LL.G. ALINE AUTO REPAYF & 58 87104 61.798.48 $43.407.18 o7/01/08 1.00 40,720.64 AUTOMOTIVE EQUIPMENT
001.0020881.001 ALL AROUND EXCAVATING, INC. 60 57 83233 3504305 | §31,11652 08/15/08 100 30,7685 2001 TRAILSTAR QUAD AXEL TRAILER
001.C028425.000  1208Y-28426 ALLIED HEALTH GARE SERVICES, INC 38 ¢ 6,850.00 9902200 $58,300.87 OB/I6/08. 100 210310.00 (40) LIFECARE PRODUCTS PLV 102
001-0035131-000  17231-3813% ALLIED TRANSPORTATION SERVICES, INC, o0 48 1,470.11 70,666.28 $82,203,27 05/15/08 7.012.24 70,17244 MULTIPLE TYPES OF EQUIPMENT
001-0002283.000 1222132783 ALLURE SPORTSWEAR &0 a1 511.00 20.951,00 $18,821.19 ORI1508 1.00 2068425 GT-541 GARMET PRINTER
©009-0024131-001 ALWAYS SOMETHING, INC. ACI CONCRIETE 8 35 585.3¢ 19,803,35 $18,000,98 o8nsioe 1.00 17,00538 FOAM GENERATOR
001-0012008-000  1857U-12088 AQUA QUIP é0 3t 2,720.85 84,348.35 $77.702.99 070108 100 120,564.18 PHONE SYSTEM, FORKLIFT, FURNIT
001-0018273-901 ARMOR PLUMBING & SOLER, ING. ] £ 670.82 35,553,989 530,998.78 orO10s 1.00 3110038 2007 SPARTAN 708 JETTER
001-0018358-008 ASSOCIATED ESPRESSOLLE 60 8 82468 48.650.94 $44,703.78 0820108 1.00 38.249.41 SIGN, COFFEE EQUIPMENT 8 PLUMBING
001-0023783-001 ASTER INDUSTRIES, INC, -] 58 616,79 30,480.02 $26,192.28 07/15/08 1.00 24,904.69 2007 CATERPILLAR B5000 FORKLIFT
001-0018000-001 AUDORA INCORPORATED SHAKE'S FROZEN Gt & 57 870.68 43,620.33 $42.844.89 08/01/08 100 40,384,567 NEW RESTAURANT EQUIPMENT
003-0014483-001 AUTQ TECH OF JACKSON LLG 8 54 1018.08 $4975.24 $47913.18 08:04/08 1.00 50,348.00 ALIGNMENT MACHINE
003.0018927-001 AVANTE AT LYNCHBURG, INC. &0 86 42579 2.844.29 $20,635.50 081508 1.00 10.748.00 CABLE SYSTEM
0090018595004 BAQ COMPANY CONSULTING,LLC  B.AD. COMPANY PR & 55 10910.70 $6,083.50 $48,866.47 o7/01/08 1.00 4532000 USED BINDERY EQUIPMENT
0D1-0030736:002  3887R-30738 BAROLO, INC 60 40 £02.09 20.083.80 $18,087.25 o701K8 1.00 23333.89 KITCHEN EQUIPMENT
001-0017083.001 BELL'S POWDER COATING ING. 13 58 862,51 50,025,58 §43,080.31 081508 100 41,468.74 CHAMELEON COLOR MGMT SYSTEM
004-0023020-001 BENNETT AND COHEY AUTO SALVAGE INC, 80 s7 1,268.95 7233015 20244217 07/15/08 1.00 0145200 2008 DUMP TRAILER
001.0018473.002 BROADWAY LUBE N WASH 60 58 407,67 2382908 $20357.14 aTIB108 1.00 18,714.15 LUBESOFT POINT OF SALE SYSTEM
001-0014408-001 BRYANTS ENGINEERING LLC 80 52 88207 30,267.64 $26,455.23 07/01/08 100 2898286 1908 FREIGHTUNER FLI0
001-0029226.002 G & CPACKAGING SERVICES, iNC. 80 s8 81626 20.843.08 $28,785.95 0B/15K08 100 23.045.50 2001 INTERNATIONAL VAN
0040021888004 C & HTIRE AND SERVIGE CENTER, LLC 50 88 250,00, 43,500,00. SAT.AE0,70. poskughed 06 AUTOMOTIVE-EQUIPHENT
0100277 64:00 T8O S 2N 7R CAPITAL TRDUS TRIAL SUPPLY, L15” [ 3 878.10 002110 $19,385.42 CENSI8 1.00 32,107.40 FIXTURES/GOMPUTER EQUISMENT
001-8017850.001 CARNEL, INC DOCGERS SEAFOO! 80 §5 85291 35.877.08 $31,125.92 08715108 1.00 3025550 POS SYSTEM
001.0018653-002 CASCADE GOLF COURSE STEAK AND CASCADE STEAK AM [} 5 37624 21,821.02 $18,702.20 05/15/08 1.00 17.640,63 RESTAURANT EQUIPMENT
©01-0014831-002 CASGADE MEDICAL INVESTORS LAKE VUR GARDENE (] 55 51270 28,199.50 52448423 ormE 1,00 24,840.00 COMPACTOR
001-0017966-001 GENTRAL PARK VILLA LLC 72 8 778,25 61.23260 $43,200,99 om0 100 41,400.00 TRASH COMPACTOR
001.0022609-001 CHEGKERS AUTO GROUP, INC, 48 46 731,50 33,667.40 $29,869.23 070108 1.00

250786 1999 GMC 8500 TOW TRUCK
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Puget Sound Leasing
A Division of First Sound Bank

" oRIerAL !

Sale to First Mutual Bank
Jun-08
. Loasa Recalvable NPY @
CONTRACTNO  CUSTID  CUSTNAME CUSTDBA INITIAL TERM  #Pmits Sold  CONTRAGT PMT Sold 8,25% PAIDTODATE RESIDUAL EQUIP COST EQUIPMENT OESC
001.0022803.000  2278T-22503 CHEM-DRY OF COLORADO 80 17 1,769.24 30,077.08 §28,71254 05116408 100 28,484,80 2005 CHEVROLET W/ CADDY VAG BO
001-00224434001 CHEVES 1, INC. GUTHRIES OF HUNT 80 &7 4248 24,188.08 $20.830.99 070108 1.00 20.409.05 RESTAURANT FURNITURE
001-0017827-001 CHOPRA IMAGING CENTERS, INC,  ADVANCED DIAGNO [} s7 €56.80 37.551.30 $32,422.98 0701108 1.00 30,368.26 2) NEW RICOM 2510 8 3500 DIGITAL COPIES
001.0022308-001 CHRISTOPHER R. MORALES, INC. a8 4 1,186.59 84,675,14 $48,508,99 08/15/08 1.00 47,727.00 1989 FREIGHTLINER FL0120 DUMP TRUCK
001-0022192-001 CLEARLAKE LAKEHOUSE PARTNERSH THE LAKEMOUSE AT 3 3 842,00 28,555.20 $20,199.07 0671508 1.00 2537804 POS SYSTEM
001-0008581-003 CNTRFICOUNSELING 8 HEALTHRESOURCES, INC 2 17 2,940.0¢ 48,980.88 $4T718.45 07/01/08 100 84,347.48 2008 CADILLAC ESCALADE
001-0022105-001 cODOCO, INC. TOMS PIZZA & SPOF 80 4 378.45 21,457.85 $18,524.28 o7Hos 1.00 17,480.50 2008 TOYT
001:0010978-001 COLLECTION INVESTMENTS CORDNA PANINI CAFE a8 47 855.00 40,230,82 $35,508,67 0710108 1.00 3451880 MICROS POINY OF SALE SYSTEM
001.0014890-002 COMMERGIAL CASEWORK, INC, 80 54 485.70 25,147.80 $21,871.59 06/15/08 1.00 21,710.96 DOUCET PANEL TURNER MODEL PT.80
0010020021001 CYCLONE'S MEXICAN KITCHENS ING  GYCLONE ANAYA'S | 80 57 83407 471.541,99 $43,042.70 0815108 1.00 38,886.00 ALOHA POINT OF SALE SYSTEM
001.0034780-001  276K-34760 DAIRY QUEEN OF WARRENTON [ 4 s28.62 24,751.14 321,504.18 08/16108 .00 24,426.00 3 J2 TOUCH SCREEN DIGITAL DIN
004.0024483-001 DANNY THOMAS PARTY RENTALS, LLC % 35 73108 25,5607,10 $20,335.07 0701408 1.00 ,061.94 1980 INTERNATIONAL VAN
001.0035540-000  3911V-35348 DAYS INN s 2 928,21 22,151.04 520,777.41 06/15/k08 1.00 28,531,98 (52) ZENITH 27-IN TELEVISIONS
001.0018791-001 DECORATING WORLD, LLC 48 42 485,42 19,673.:84 $17,820.48 07701108 1,855.00 19,550.00 2004 ISUZY
001-0032240-000  4961D-32240 DENT WIZARD OF SAN FRANCISCO, ING 36 18 1,668,55 26,088.80 $24,010.62 07/0108 1.00 49,198.89 MOBILE ONSITE INVOICE & BILLIN
009-0022338.001 OESCANSO GARDENS GUILD, ING 1 58 384,68 2232204 $19,220.83 08H&I0B 1.00 18,503,75 ENGRAVER
001.0021851,601 DIMITRI NURSERIES, INC, DIMITRI'S GARDEN ¢ €0 57 800.44 45,625,08 $39,387.85 080108 100 37,403.75 NEW RESTAURANT EQUIPMENT
001.0020677-001 DUNN LUMBER CO. INC, 60 14 §71.52 32676.64 §23,123.2 08/15/08 280130 20.011.00 PLOTTER
001-0018074-002 DYNAMIC SOUND AND VIDEO, LLC -3 0 78082 23,424.60 $21,834.25 o108 1.00 23,685.98 200¢ CHEVY SAVERADO
004.0020389.004 EAGLE TRACE. INC. BARGAIN WAREHOL 80 57 475,00 27,075,00 $23,373.00 08/15/08 100 22,081.5¢ BUSINESS MPROV SECURITY SYSTEM
001.0025254-001 EAST WIND DRIVEAN, INC, EAST WIND DRIVEAt 3 % 88485 30,280.75 327,505.50 0MutioB 1.00 28,042.00 SMOOTHIE 8 SOFT SERVE MACHINES
001-0018383.001 EDENFIELO STAGES, INC. 38 31 83384 19,848.04 $18,101.42 08745108 1.00 18,598,945 2000 CHEVROLET GO SHEN
0010012383002 EDENFIELO STAGES, INC, 38 31 1.002.08 31,082.03 $25,818.32 08/3508 1.00 30,584.45 2000 INTERNATIONAL BLUE BIRD 486 AUTO
U01:0015526-001 EOGEWATER CORPORATION EDGEWATER HOTE! k] 29 674,10 19.548.90 $18,100.53 o07/01/08 100 21,000.00 PRIVATE CABLE TV SYSTEM
0010023820001 EJ DEVELOPMENTS INCORPORATED MID ATLANTIC SEAF 80 59 00842 4175578 41,0244 08/16/08 1.00 39,808,00 (2} YOGURT MAGHINES
001-0016123.002 EKBERG STUCCO, INC 0 56 860.67 48,544,72 $42012.02 03/15/08 1.00 40,413.67 2008 FRACO
001-0018123-001 EKBERG STUCCO, INC 60 58 868.87 48,544.72 342,012,02 05/15'08 100 40,413.87 2005 FRACO TRAILER
0010013174002 EUTE BULDING PRODUCTS,ILG  EUTE GARAGE DOO 48 7 497,61 73,387.67 $20,607.54 08/15/08 1.00 20,065,11 2007 CHEVROLET 1500
0010022818008 ELKHEIGHTS EXCAVATION INC. 4 a7 152077 71,788.18 $63,504.32 08Ma08 1.00 61,520,50 2007 NEW SIDUMPR 4 AXLE SIDEDUMP TRLR
0010035221002 ELM CIYY SANITATION, LLC & ] R 42,358,088 $36,650.05 07/01/08 1.00 3562580 NEW PORTABLE TORETS
001.0018877.001 EMPIRE CYCLE & POWERSPORTS 38 ) 899,02 20,880.80 $19,284.68 07/01/08 1.00 21,683.00 MANAGEMENT SOFTWARE
001-0026464-000  1783F.29494 ENDOGASTRIC SOLUTIONS, INC 80 x| 145328, 41058,24. $43:058: 1 1:08 100000 SOy HON BN TIXTE WORRKSTATIONS'
TTWTRIRITIRIOT  ENVIRONMENTAL TESTING AND GONSULTING, TNG. 38 % 1,209.75 45451,25 $41,487.98 o708 1.00 41,282.00 {2) THERMO NITON XLP300A ANALYZERS
0010024605002 EXCELSIOR BENEFITS, LLC 3 38 1,890.50 38,171.00 $53,062.12 015708 1.00 53,500.00 2008 AUDI
001-0023891.001 EZ RECYCLING LLC (23 =3 52138 20,700.24 $20,424.41 0BM5/08 100 25,128.78 2002 GME C8600 24FT FLAT BED TRUCK
0010021562001 F & 8 ASSOCIATES, INC, BEST BEVERAGE C# 3 % 1,805,711 6343414 $57,607.00 08716108 100 §9,228.01 1957 EURO BAR COFFEE CART
001-0017558.001 FALLING STAR LANDSCAPE, ING.  FALLING STARLAND 48 43 580,74 25,358.82 $22.607.47 070108 1.00 23,081.78 LANDSCAPING EQUIPMENT
001-0016773-002 FGL SALES CORPORATION OREGON INDUSTRIF 38 35 142275 49,796.25 $43,413.48 73108 100

45,307,807 G5 FABRICATOR NG PLASMA CUTTING SYSTE
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Puget Sound Leasing
A Division of First Sound Bank
Sale to First Mutual Bank

Jun-08
Leans Recolvable NPV @

CONTRACTNO  CUSTID CUST NAME CUSTDBA INITIAL TERM  #Pmits Sold  CONTRACT PMT Seld 825% PAIDTODATE RESIOUAL EQUIP COST EQUIPMENT DESC
0010014472001 FLAMING EYE PRODUCTIONS 43 41 §57.87 Iv.27287 $35,280.35 97/01100 1.00 87.480.00 AUDIO PRODUCTION EQUIPMENT
001.0018041-008 FLK INVESTMENT, INC. LARQCCO'S PIZZER) -] 5 56713 31.759.28 $27.488.41 0708 100 28,210.08 NEW & USED RESTAURANT EQUAPMENT
001-0035666-001 2687135868 FOODSOURCE LURE CORPORATION 43 38 "z 25,330.58 §23.32432 0Br18/08 2,732.00 28,844.40 FISHING PRODUCTION MOLOS
001-0023587-001 FOUR CORNER GROCERY & OBLI ] 52 1,287.00 75833.00 $88.229.92 077008 100 60,000.00 RESTAURANT EQUIPMENT
001-6021258-001 GARDNER TELECOMMUNICATIONS, NG 3B 33 1480.93 4221088 $44,180.71 00¢16/08 1.00 45,173,597 2000 FORD FO80 UTILITY TRUCK
001-8022528-002 GRAPHIC DISPLAY SYSTEMS, INC.  GDSI €0 &9 813.18 38,178.44 $orrar 0808508 1.00 28,528,29 DIE CUTTER, SPECTROPHOTOMETER, RADIOME
001-0022526-001 GRAPHIC DISPLAY SYSTEMS, ING, 60 &9 548,58 3R2,284.74 $21,718,85 0715K08 1.00 2543542 DIECUTTER
001-0013428-001 GREAY LAKES ENGINEERING, INC, 43 4% 731.06 23,028.78 $20,834.96 [t 1,00 29478,33 MICROSTAR PULSE DPRZ0 POWER SUPPLY
001-0025402000  3920V-25402 GLUNS, FISHING & OTHER STUFF 80 F23 881,24 23,072,168 $21,63555 07/01/08 1.00 46.637.11 ARS POINTOF SALE SYSTEM AND AL
001-0017787002 HCCN,INC, HISPANIG CHRISTIA) 80 57 803.14 45,778.98 $39,820.71 0710108 100 98,705.55 N&EW TELEVISKIN TRANSMITTERS
001-0035271.000  1$1SE-38271 HAFPY TYMES FAMILY FUN CENTER, INC 24 L] 1,628.08 20,109.88 $13,404.19 03/16/08 1.80 33,746.84 FUN CENTER EGQUIPMENT AND SIGNS
001-0032525-000 4884032528 HAWKEYE MOVING & STORAGE 6a 41 143900 58,890.00 $53,001.38 051508 1.00 87,085.00 TRANSPORTATION SOFTWARE
0D1-0017802-003 HELSELL FETTERMAN tAP 60 58 956.85 5587120 -$47,002.24 Q710108 7.168.45 4822333 PHONE SYSTEM
001-0017583.002 HORIZON COMMUNICATIONS TECHNOLOGIES, INC. (-4 57 451,18 ABr612 $22,200.57 oalis/od 1.00 21,715.21 COMPUTER COMMUNICATION EQUIPMENT
0010022595001 $4847.22535 IBSEN TOWING -4 3 121838 85,193.81 $87,522.81 oroTVB 1.00 65,598,00 2008 FORD F350 JERR-DAN MPLAO
001-0014583-001 INDIAN TREE ANIMAL NOSPITAL, INC, [ 52 78814 w7878 $34,775.81 07/01/08 1.00 38.786,22 ELECTRONIC MESSAGE CENTERWEBCAM ECQL
001-0021531.003 INDUSTRIAL PROCESS AUTOMATION, INC, L] 58 418,18 24,137.28 $20,788.10 08115708 100 20,056.12 NEW BIRMINGHAM DLC-1860 LATHE
001-0032043-000 2425002043 WRINITY CENTER, LLC do 41 487,20 16,075.20 $17,044.50 os/15/08 100 22,710.00 ROUTE 68 CNC MILL, REPOST SOFT
001-0021270-001 INTERSTATE WASTE & DEMO, INCORPORATED 3s 35 r30.27 25.330.45 $29,305.0¢ osrisios 1.00 23.108.89 2000 FRHT 2008 EDGE
001-0030505.001 1SC.PK CORPORATION SIVERTON DARY ¢ 80 38 45294 25,384.64 $21,881.30 o708 100 21,008,386 KITCHEN EQUIPMENT{RESTAURANT EOUIPMEN
001-0026958-001 3. C. H, INC. OLD TOWN PEZZA AP [ E] 687,88 34.683.15 $20.794.37 [LTET ] 100 28,520.65 RESTAURANT EQUIPMENT

" 0010024077001 JACK F, CORSE, INC. 80 13 1,303.30 75.581.40 $85.006.71 07/01/08 1.00 63,113,78 PROPANE TANKS AND CYUNDERS
0010019783003 JAMES W. CAMPSELL D.C, LTD. VEGAS VALLEY PAI 0 56 S07TA5 | 28417.20 $24,503.07 Q711508 1.00 23,537.20 HYPERBARIC OXYGEN CHAMBER
001-0022362-001 JIM OLSON COLLISION, INCORPORATED 48 47 1.144.90 53,810.30 $47,620.85 q6/01/08 1.00 45,16344 AMERLCURE MAESTRO SPRAY BOOTH
0010025252001 HMMY PAINT AND JANITOR 80 59 688,07 40,508.13 $34,873.88 0704108 1.00 33,15202 CARPET CLEANING EQUIPMENT
0010022505001 JODANNE ENTERFRISES, ING, JODANIS AMORE €0 E14 608.87 3,711,290 $29,088.04 D708 1.00 29,242.53 RESTAURANT EQUIPMENY
€01-0014109-000  1893U-14409 JOE BEANS -] 4t 580.66 23,807.08 $21,306.92 06/35/08 1.00 20,032.35 POS SYSTEM ESPRESSO MACHINE
001-0017065-001 JR'S TEXAS 8AR 8 QUE ) 3B 3 1,304,83 43,059.39 $39,968.05 08/15/08 1.00 40,349,08 POINT OF SALE SYSTEM & RESTAURANT EQUIP
0010015879001 K & L DISTRIBUTORS. INC, 38 29 1318.24 30.228.98 $35,308,59 07/03108 1.00 41,585.00 ENERGY EFFICIENT LIGHTING FIXTURES
0010034013000 12482-34013 KAMPAR CORPORATION &0 47 580,40 27,278.50 $24,141,00 083508 1.00 2112140 EXERCISE EQUIPMENT
0010031811004 KICKBACK, LLC PUB INDIANAPOLIS éo 57 578.83 32,870.3¢ $28.384.50 o7nsios 1.00 21.768.97 Tvs
001-0014336.001 KINGDOM REALTY, LLE 48 AR, 32428, 20,070.80. $18,888.54 08/01/08 468 S FURNITURE-S2TS

T 002528000 1 LAX WHEEL REFINISHING, INC, &0 59 852,99 50,324.82 $43,232.12 07/04/08 1.00 41,002.04 SPRAY ZONE FRONTUNE IOF SPRAY BOOTH
001.0021586-001 LA COLMENA PANADERIA 24 21 1.138.00 23,808.00 $22,681.85 arovios 1.00 25.123.18 CROISSANT MAXKER
0010014005001 LA SIERRA, LLC LAS MARGARITAS 48 43 §05.31 38,928.33 $34,708.38 07718/08 1.00 3543300 SIGN
0010015845000 LETTUCE GOURMET CHOPSHOPLLC 24 1g 1.075.90 20,442.10 $18415,14 06/15m8 1.00 812185 POS
001-0027725.000  2220K-27725 LITTLE ITALY RESTAURANTE 80 3t 816,00 19,008.00 $17,504.04 o8/1508 140 20,2323t POINT OF SALE SYSTEM
001.0036021-000  1999F-35023 LUCENT DENTAL LAB [ 43 805,53 24,2858 £21,42093 Q701108 100

22,433.63 OFFICE FURNITURE, CHAIRS, TABL

Final lo Ron Werth
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Puget Sound Leasing
A Dlvislon of First Sound Bank
" Sale to First Mutual Bank

Jun-D8
Loaze Recelvable NPV &

CONTRACTNO  GCUSTID  CUSTNAME CUSTOBA INITIALTERM  #PmisSold  CONTRACT PMT Sold 8.25% PAID TODATE RESIDUAL EQUIP COST BQUIPMENT DESC
001-0038823.001 HAGNCLIA BLEEKER STREET, LG MAGMOLIA BAKERY 48 a1 50280 2082210 §18,526.80 o508 1.00 17.050.00 ESPRESSO MACHINE/POS SYSTEM
001-0015715-00% MAHER OIL COMPANY as 30 370,60 26,238.00 $24,202.82 0B/45/08 1.00 27,530.00 SCANNING EQUIPMENT
©01-0020237.00% MARK D, GOLDBERG, M.D.. P.C. VELDA ROSE MEDIC &0 57 586.88 33,383.76 $28,815.58 03/15/108 1,181,10 2,365.80 XRAY JCGMS PRO RECORDER
001-0023004-001 MARNIMAYRA LLG LA TEJANA MEAT M a0 %8 1.047.25 §0.752.40 §52.317.62 o7/01/08 1.00 50,488.00 (8) REMANUFACTURED GASOLINE DISPENSERS
001-0031454-001  2469K.31454 MATADOR TACOMA ] @ 598,21 23,028.40 $21,640.87 0701708 100 21,800.65 NEW POS SYSTEM
001.0011212.001 MCCORMACK TIRE, INC. MCCORMACK TIRE £ 48 46 548.08 25,510.88 $22,235,82 081508 1700 220019.18 AUTOMOTIVE ALIGNMENT MACHINE
001-0015933-001 JAD-SOUTH VASCULAR CUNIC, P.C. 40 45 70261 3%,882.45 $28,180.55 OBra/es 1.00 27,634.43 VASCULAR ULTRA SOUND
0010015480004 MOBOC COUNTY THLE GO, INC. ] 32 960,75 30.744.00 $20,261.04 016108 298070 32,668.82 COMPUTER EQUIPMENT AND SOFTWARE - 10 U
001.0023882:00% MONTCOMERY-HAGGLUND, LYD, MHL HOME 1013 &9 §55.08 32,737.38 $28,131,84 oBMSIo8 1.00 28,743.00 SAP BUSINESS ONE SOFTWARE
001-0025120-000  3208R-25120 MOUNTAIN MIKES PIZZA & PASTA 60 2 926,01 222424 $20,340.43 o7/01/08 1.00 43,088.74 RESTAURANT EQUIPIFURNITURE/PQH
001.0014083-00% MURRAY CARE CENTER, INC, ] 62 S28.22 27.487.48 $24,007.74 oFM5/08 1.00 2450000 CABLE/SATELISTE TV SYSTEM
001.0020257.001 MYRMA AGUILAR DENTAL, CORPORATHEALTHY HABIT OB 48 45 4152 33,388.40 $20.57182 orHGe 1.00 2950000 DENTAL EQUIPMENT
001-0019294.001 NADVIC TRANSPORT, INC, 36 32 826,38 22.284.18 32047019 ogME08 100 21,600.00 2000 WADASH REEFER SEMI TRAILER
001.0035618-000  5235D-35018 NEOPOLITAN NETWORKS. INC [0} a8 48387 23.218,18 $20,484.65 o718 1.00 2244000 VARIOUS NETWORKING EQUIPMENT
001-0019658-001 NEW YORK DIGITAL COLOR UITHOGRAPHERS & PRINTERS 80 7] 1,244.03 70.909.71 $61,215.01 oTMERD 100 50.048.00 DC %00 HD TRIMMER, PAPER TOWER, HIGH CAP
£09.0016569-001 NORTH MECKLENBURG AQUATICS, IN NOMAD AQUATICS & a5 a0 501.88 20,078.00 $15,082.20 0671508 100 1884200 FITNESS AND TANNING EQUIPMENT
001.0035907-000  12711.35597 NORTHSIDE LAWN & MAINTENANCE a8 £ 660,12 24,088.32 $21,91207 OB/1508 100 28,181.28 LAWNMAINTENANCE EQUIPMENT
001.00151¢8-001 NORTHWEST ALPENGLOW, INC. ROCKSTAR 80 58 442,00 24,752.00 219210 7/01/08 1.00 20,850.00 VERSA SPA TANNING BOOTH
001-0034735-002 NYC PHOTOBOOTHING, 24 E 1,238.00 24,700.00 $29,358.20 07/04i08 1.00 25000,00 PHOTO BOOTHS
001-0034853.000  1486Y-34853 0AK PARX SURGERY CENTER [ 47 4o8.22 2382234 $20,839,72 0OM5R8 1.00 23,000.81 RFG-18 RADIOFREQUENCY GENERATO
0010024192004 OASIS SURGERY CENTER, LP € 59 813.08 47.870.84 $41,200.83 06001708 100 37.258.48 VISION SOFTWARE
001-0024383-00% MALLEY'S ON FIRST, INC, 38 £ 824,78 28,367.85 $20,328.89 08/15/08 100 2169450 RESTAURANT EQUIPMENT
601.0X120029-001 P & 44 BLASTING & COATING INC 80 58 98134 54.883.04 $47,588.83 070108 1.00 45,640.00 HYSTER FORKLIFY, H165XL
801.0039157-004 PACIFIC UTIITY CONTRACTORS, NG 48 4 84r.89 23,450.67 $32,561.7% oNB 100 317750 1952 INTERNATIONAL
001.0023767-001 PARADE DESIANS, INC. 43 4 1,185.30 58,705.10 $49.301.25 07/08/08 1.00 4279608 LASERSTAR WELDER
001-0015844-001 PARADISE ELECTRIC, INC, 80 5 -r--RE] 46,431.28 $40,182.09 o1une 100 33.450.50 2001 FORD F550 BUCKET TRUCK
001-0021487-004 PERFTECH, INC, % 5 77447 4587803 $39,257.74 o708 1.60 37,300.80 NEW AIR COMPRESSOR
001-0023310-001 PISANNO'SLIC 80 59 81648 38.372.32 $31,245.44 G758 1.00 29,702.30 OVEN, PIZZA PREP TABLE, MIXER, COOLER
001-0035213-000  3949R-35213 PIZ2A FAGTORY 50 ar 483,00 21,701,00 $19,257.08 OBI1EN8 100 21,475.00 RESTAURANTIPIZZA EQUIPMENT
001-0024184-005 PLANEY 1O0N STUDIOS 6 0 579,02 20,397.80 $18,836.81 061508 1.00 2085648 OFFICE FURNITUREJROUTER
001:0020835.001 POP LASS INC <2 2 835.18 18.208.45 $18,058.31 0815/08 1.00 16,871.80 NEW SOFTWARE
00004773380+ NENTS- 2 2t S1008 $4104 172 080 108" 100 CUSTOMAUTOMATIC SPRAY-BOOTH
001-0021387-001 QcL, NG, QCL MOBILE & CONt 80 &8 708,70 41,104.60 $35,397.87 08/15/08 1.00 34,154.30 2001 FLEETWOOD JAMBOREE 22
001.0031084-000  26498.31984 QUALITY SERVICE CENTER, ING 60 4 584,88 22,504,40 §20,348.47 07/04/08 1.00 29,198.48 AUTOMOTIVE EQUIPMENT
001-0010380-00% QUARTERDEGK, INC. QUARTERDECK BAF o] E 818.53 4747474 $40,683.61 08/18/08 .00 38,541.37 POS SYSTEM
001.0018900-001 QUECHAN TRIBAL DESIGNATED HOUSING ENTITY 48 45 1,391.44 53,614.60 547,685.14 08/16/08 1.00 48,631.20 2008 FORD F485,OUMP TRUCK
€01-0017784.001 R. GREENSPAN INTERNATIONAL NG, RGY, INC, 3B 32 1.885.68 8304176 849,587,765 08/16/08 1.00 50,774.83 NETSUITE SOFTWARE PACKAGE
0010024771001 RANCHLAND HILLS GOLF CLUB ING 00 59 380.00 22,420.00 $19,269.78 070108 1.00

18,31381 NEW 2008 ESt PHONE SYSTEM

Finat to Ron Werth
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Puget Sound Leasing
A Dlvision of First Sound Bank

Sale to First Mutual Bank

Jun-08
Leaeq Recolvabile NPV QR

CONTRAGTNO  CUSTID CUST NAME CUSTDBA INIALTERM  #Pmits Sold CONTRACT PMT Sold 825% PAIDTODATE RESIOUAL EQUIP COST EQUIPMENT DESC

001-0027781.000  1803A-27781 RED STORM TOWING -] 30 1380.85 41,005.60 $28,608.70 05/15108 1.00 64,795.00 2004 GMC C5500

©01-0018593-001 ROMAN CATHOLIC ARCHBISHOP OF L ST. JOHN CHRYSOS 1 58 70007 40,804.08 3400082 061508 .00 33.742.86 SECURITY SYSTEM

001:0022134.001 RXMED-STAFF ULC &0 &8 82414 §0,400.12 $28,179.84 061508 100 2625075 1 ULTRA FROM GACL INTERNATIONAL

001-0022381-001 $ 5 J GRADING, INC. -4 68 1,148.87 66,810,208 $57,380.%0 o008 100 55,840.00 KOMATSU EXCAVATOR Wi24” BUCKET

001-0036083-004 S & MFASHION GROUP, LG MEGHAN FABLLOUS 4% 47 638.18 29,084.48 $28.544.99 L 1.00 26.739.12 SOUND SYSYEM

004-0018442-002 SRRAM, INC. RAMS 3G'S MARKET 60 59 35535 20,835,885 $150t0.43 5108 1.00 12.937.34 SECURITY SYSTEMJRESTAURANT SQUIPMENT

004-0018070-001 SANDY HOOX HAIR CO 80 57 89135 68.508.95 $48,782.10 081S08 1.00 45.988.50 MYSTIC TANNING BOOTHJHYDRATION STATION

001-0024908.001 SAWTOOTH VETERIVARY SERVICES 24 p<} 1.275.8% 29,348.85 $27,539.68 [Latoe ) 100 Z7,528.31 CREMATURIUM

001-0022847-001 SCAGUONE CUSTOM HOMES LLC QUALITY CONSTRUC 80 89 Yo n s 4470843 338,408.53 0801109 1.00 368,515.00 1998 MANITOU FORKUFT

001-0035980-000 5211035530 SEATTLE BULK RAIL STATION, INC b 24 921.14 22,107.36 $20,720.83 o508 2.314.00 28,492.80 COMPUTER SYSTEM

Q0I-00ITHLE-004 SEMALYM,ALC JAY BERRY'S CAFE 80 &8 435,92 25,283,383 $21,703.46 oS08 1.00 20.218.77 RESVAURANT EQUIPMENT

001-0015301-002 SETPOINT DESIGN AND PRODUCTION, LLC 80 58 85100 31.758.00 $32,616.89 06/15/08 1.00 30,185.00 NEW ATRUMP CNC LATHE

C01.0021662-001 SHIRTS & MORE. INC. 80 58 1,260.75 7312350 88257144 darisiod 1.00 81,054,838 MUTOH VALUEJET 1604 GARMENT PRINTER

001.0017888-001 SKY VIEW PARKVILLALLC SKY VIEW PARK WiLL 2 8 72141 47,013.08 $40.204.25 oroins 1.00 33,475.00 TRASH COMPACTOR

€01-0032787-003 SNQ-COUNTRY FORD, INC. 80 &8 718,59 4170274 $38,835.80 o7i01mB 1.00 84.510.00 WASTE Ol HEATERSyMATERWUWLAABOR DUCTS

001-0020542:001 STAGES NORTHWEST, INC. k] 33 615.23 2043459 83b.730.28 COH508 1.00 16,589.60 NEW WAVE TRUSS MAXER

CUI0Z08T7OM STELLA BLUES CAFE, L1.C STELLA BLUES CAFL o0 59 85172 60.251.48 $43,168.28 o701/08 1.00 39.504.71 NEW RESTAURANT EQUIPMENT

001-0014835.002 STIX & STONES, NG, &0 8 468817 28,105.52 $22.50248 [H B 1.00 2241201 TOOLNG FOR CNG MACHINE

001-0016892:007  33727.10882 STRATFORD TRUCKING SERVICE, INC 48 ] 1,781.37 64,128.32 $533,0337.08 66/13/08 1.00 T2,408.32 2005 PETERBILT 378

001.0024844-001 STRICTLY SCRAFPBOOKING &0 39 1.283.60 7573240 §65.057.50 oy1Eion 100 €1,.880.32 ISLAND, COUNTER, STORAGE, SCRAPBOOKING

001-0035461.000  2778K-35401 SUGEE'S BAKERY 48 3% 56210 19,873.50 $17941.96 /15008 100 200000 5 TOUCHSCREEN WORKSTATIONS, PO

001-0015840-001 SUNSHINE MARKET 60 58 1.308.44 76.758.12 $05,238.59 Q6/45808 1.00 £3,250.00 BAKERY BOUIPMENT

0010010970001 SURFWQOD RV & CAMPGROUND SURFWODD RVE Oy 0 55 431,44 23,728.20 $20,888.79 Q8/15108 100 20,0680 JUMPING PILLOW

0010003986001 SWINOMISH (NDIAN TRIBAL COMMUNI SWINOMISH NORTH 0 &8 825.00 47,850.00 o $41.200.77 o108 1.00 38,018,43 KONICA MINOLTA BIXHUB PRO C5500

001.0034400-000  33317-34400 TASTEFURLY BRITISH 0 48 955,08 75,842.88 $40.480.95 05715100 2,852.00 44,268.00 CONCESSION TRALER

001:0017281.002 TITAN INTERNATIONAL LOGISTICS, LLC 60 57 442.87 25.232.13 $21.782.73 0710108 1.0 20,632.68 COMPUTERS & PRINTERS

001-0035345000  28191-35145 TOM GRIFFITH ENVIRONMENTAL DRILLING, INC 48 as s78.10 23,733.88 §21,844.94 0710008 2307.88 26.600.4t WATER WELL DRILLING EQUIPMENT

004-0014354.002 TOTAL NETWORK SOLUTIONS LP 80 &0 789,58 48.,585.22 $40,018.73 [ gt 1.00 38.238.17 NETWORKING EQUIPMENT

001-0014545-002 TOUCH UP SCLUTIONS, ING. &0 87 a7e.7t 38.743.47 $33,447.00 07/0108 100 31,887.85 DATACOLOR 8PECTROPHQTOMETER

001-0023387.001 TRE 2P TRE 2 g6 -] 84382 37,988.38 $32,631.13 OTR0R 100 31.408,82 RESTAURANT EQUIPMENT
_..001-0021037.001 TROON SERVICES, LLG & 58 888.21 51,516.18 $44,503.06 0811508 100 4280547 2002 FREIGHTUINER VAC TRK WIPUMP

001-0016609-001 TWI OF SOUTH FLORIDA, TNC, 0 L1 9BY.25 FUR:17/0 R Y 1L X 1 e 100 1758280 MOBILE OFFICE:

001-0017024-00% VIEW RIDGE PARKVILALLC VIEW RIDGE PARK 72 86 71013 47.398.58 $40,021,48 07101108 1.00 39,300.00 TRASH COMPACTOR

001-0018083-001 VINCE PALAZZOLO PHOTQGRAPHY, L STUOID ONE PHOTC €0 59 858.88 60.672.74 $43,530.14 OSHSRE 1.00 41.391.00 REFURBISHED NORITSU PRINTER

0801-0023248-001 VINES VENRING, INC. W/ B 1,518.00 53,130.00 $48,453.81 00108 1.00 48,052.29 2008 COIN-OP EQUIPMENT

WM“..W”W o»wuw“w I <wm._.m1‘wmnm_4&o. NC. 80 58 633,80 2985138 $25,055.40 Q7008 100 25,308,16 2000 FORD FA50 BUCKET TRUCK

04 LF D4 WA L COMPANY, INC [ 17 1,430.98 25.178.68 $24,034.44 aTINKD 1.00 T0,521.75 {128) TRINITY 01 250W
001.0020373-001t WEBFORMIX COMPANY 3E k- as7.98 0,184.48 $27,578.67 08/15X08 Yty TR Howoanove s

1.00 28,076,786 COMPUTER BYSTEMS AND HARDWARE

Fingl to Ron Warth



CONTRACT NO
001-0020747-00¢
001-0022494-00%
001-0017700-001
0010018891001
001.00226869-00%

cusSTID

CUST NAME

WESTERN FAB, INC,

WHEEL, THING, INC. (THE)
WINERY OF THE WICHITA'S LLC
YC & OR, NG,

ZENFIT, LLC

Puget Sound Leasing
A Division of First Sound Bank
Sale to First Mutual Bank
Jun-08
Lesse Rezelvabla

CUSTDBA WITIALTERM  #Pmis Sold GONTRAGTPMT Sold
40 a7 103873 48,728.31
a0 58 &53.73 2,116.34
43 4 587.68 25.280.38
HIDEAWAY CASING 80 8 8217 2140152
ZEN STREMGTH -~ TH 38 M 1,832.87 82.460.78
$174,299.22 $7,295,674.72

PerDiem in Favor of PSL
7 doys @ 8.25%
{6,450.728.23 * 0625Y365)*7 Doays

NPV @
828%
$43,121.84
$27,05745
$22.587.23
$18.521.50
$57,125.33

$8,490,723,23

ORIGH:A

PADTODATE RESIDUAL EQUIP COST EQUIPMENT DESC

0201608
Lrgiated
[ e
081508
0815108

1.00
1.00
1.00
1.00
100

41344,05

41,803.78 VERTICAL BANDSAW WITH ACCESSORIES
28,685.75 DRILUNG SYSTEM, BUS MGMT SOFTWARE
23,000.00 FURNITURE

17.72213 POS SYSTEM

49.004.43 EXERCISE EQUIPMENT

7,007,859.80

Fina to Ron Westh
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coma | ORIGINAL

Puget Sound Leasing, a Division of First Sound Bank

2

-t b d et a
U OADN_OCINIODLNO

18

&)

t Da

712012008
8/20/2008
9/20/2008
10/20/2008
11/20/2008
12/20/2008
112012009
2/20/2000
3/20/2009
4/20/2009
5/20/2009
6/20/2009
7120/2009
8/20/2009
9/20/2003
10/20/2009
11/20/2008
12/20/2009
/2012010
2/20/2010
3/2012010
4/20/2010
512012010
6/20/2010
7/20/2010
8/20/2010
9/20/2010
10/20/2010
11/20/2010
12/20/2010
1/20/2011
2120/2011
3/20/2011
4120/2011
5/20/2011
6/20/2011
7/20/2011
8/20/2011
9/20/2011
10/20/2011

Jun-08

Pmt Amo

174,299.22
174,299.22
174,299.22
174,299.22
174,299.22
174,299.22
174,200.22
174,209.22
174,290.22
167,641.22
165,432.07
163,604.01
163,604.01
163,604.01
163,604.01
163,604.01
162,035.46
155,845.20
155,845.20
154,769.30
153,534.30
160,262.67
150,262.87
148,171.57
144,439.87
144,439.87
144,439.67
144,439.87
144,439.87
14244753
136,026.32
132,375.50
125,774.64
119.453.92
112,822.35
101,934.26
98,771.568

98,771.56

98,771.56

98,771.58

Portfolio Sale to First Mutual Bank

Recoivahle Balance

$7,295,671.72
$7,121,372.50
$6,947,073.28
$6,772,774.08
$6,508,474.84
$6,424,175.62
$6,249,876.40
$6,075,577.18
$5,901,277.96
$5,726,978.74
$5,559,337.82
$5,393,905.45
$5,230,301.44
$5,068,697.43
$4,803,093.42
$4,739,488.41
$4,575,886.40
$4,413,849.94
$4,258,004.74
$4,102,159.54
$3,947,380.24
$3,793,855.94
$3,843,573.27
$3,493,290,60
$3,345,119.03
$3,200,679.16
$3,056,239.29
$2,914,799.42
$2,767,359.55
$2,622,919.68
$2,480,472.15
$2,342,445.83
$2,210,070.33
$2,084,295.69
$1,364,841.77
$1,852,019.42
$1,750,086.16 -
$1,651,313.60
$1,562,542.04
$1,453,770.48
$1,354,998.92




Exhibit B ’ OR;GI%;@L

. Puget Sourjd Leasing, a Division of First Sound Bank

Pmt No

GRBRUALBELASERER2

352882838898

Pmt Date
11/20/2011
12/20/2011
142012012
2/2072012
3/20/2012
4/20/2012
§/20/2012
6/20/2012
TI20/2012
BI20/2012
9202012
10/20/2012
11/20/2012
12/2012012

1/20/2013
2/20/2013
3/20/2013
412012013
5/20/2013
6/20/2013
712012013
8/20/2013
912012013
10/20/2013
11/20/2013
12/20/2013

Jun-08

Pmt Amount
96,080.20
91,601.49
91,133.07
88,202.67
86,202.67
85,566.10
81,793.65
72,841.86
69,427.49
69,427.49
69,427.49
68,149.18
66,273.75
66,602.92
62,616.84
60,000.69
§2,676.77
39,381.37
21,082.69
2,215.79

2,215.79
2,215.79
2,215.79
2,216.79
2,215.79
2,215.78

Portfolio Sale fo First Mutual Bank

Receivable Balance
$1,268,918.72
$1,167,317.23
$1,076,184.16

$987,981.49
$899,778.82
$814,212.72
$732,419.07
$659,577.21
$500,149.72
$520,722.23
$461,294.74
$383,145.56
$316,871.81
$251,268.89
$188,652.05
$128,651.36
$75,974.59
$36,593.22
$15,510.53
$13,294.74
$11,078.95
$5,863.16
$6,647.37
$4,431.58
$2,215.79
$0.00
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FOSTER PEPPER v

Direct Phone (206) 447-2904
Direct Facsimile  (206) 749-1939
E-Mail FileT@foster.com

November 7, 2008

VIA FEDERAL EXPRESS

Mr. Don L. Hirtzel

Chairman and CEO

First Sound Bank

925 Fourth Avenue, Suite 2350
Seattle, WA 98104

Re: 10-DAY NOTICE OF DEMAND TO REPURCHASE CONTRACTS

Dear Mr. Hirtzel:

We represent Washington Federal Savings (“WaFed”) and are in receipt of your letter to
Rick Collette dated October 14, 2008, stating that First Sound Bank (“First Sound”) will not
repurchase leases originated by its leasing division, Puget Sound Leasing (“PSL™).

This is written notice pursuant to Section 12(b) of the Program Agreement, dated June §,
2004, (“Program Agreement”) that WaFed demands that First Sound repurchase all of the
Contracts (as defined in the Program Agreement) in Pool Nos. 1-9, which collectively have an
outstanding balance of $30,400,786, and which are more fully described in Exhibit 1 attached to

this letter.

Under thie Program Agreement, a failure in any representation or warranty, or a failure to
honor any covenant agreed to by PSL, constitutes an “Event of Default”:

12. Default and Rights and Remedies

(@ Each of the following shall be an event of default (“Event of
Default”) under this Agreement:

* %

(i)  Any representation or warranty of PSL is or becomes false,
misleading or inaccurate; and

(iii)  PSL fails to perform any covenant, promise or other
agreement set forth in this Agreement, any Purchase and Security Agreement or
any other document or agreement between PSL and First Mutual Bank.

See Program Agreement § 12(a).

© 781 206.447.4400 Fax: 206.447.9700 1111 THIRD AVENUE, sUITE 3400 SEATTLE, WASHINGTON egi013299 WWW.FOSTER.COM
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Mr. Don L. Hirtzel
November 7, 2008

Page 2

PSL and/or First Sound has violated one or more of the following provisions of the
Program Agreement:

50947971.4

Section 4(c)’s representation and warranty that “PSL has delivered to FIRST
MUTUAL BANK copies of (i) PSL’s most recent annual audited financial
statements, prepared to certified by an independent firm of certified public
accounts satisfactory to FIRST MUTUAL BANK, in conformity with generally
accepted accounting principles applied on a consistent basis and presenting fairly
PSL’s financial condition as at such date, and the results of PSL’s operations for
the twelve (12) month period then ended and (ii) PSL’s most recent quarterly

financial statements, prepared in conformity with generally accepted accounting

principles applied on a consistent basis and presenting fairly PSL’s financial
condition as of such date and the results of PSL’s operations for the quarter then
ended, certified as true and correct by PSL’s chief financial officer. Since the
date of the above-described financial statements there has been no material
adverse change in PSL’s financial condition.”

Section 6(a)’s covenant to “[flurnish to FIRST MUTUAL BANK, within thirty
(30) days after the end of each quarter, quarterly financial statements prepared in
accordance with generally accepted accounting principles consistently applied
and, annually within sixty (6) days after the end of each fiscal year, a copy of
PSL’s annual audited financial statements, with all notes thereto, and upon
request, financial and operating statements and reports on the current operations
and condition of PSL.”

Section 6(e)’s covenant not to “(iii) sell, transfer, or convey a substantial a
substantial part of PSL’s assets other than in the normal course of business (such
normal course of business to include the securitization of assets) or effect or be a
party to any merger or consolidation which would result in a change to control of
PSL (i.e., a sale, transfer or conveyance of 25% of more of PSL’s outstanding
voting stock), or a material adverse impact on PSL’s financial condition, business
operations-or ability to perform its obligations under this Agreement.”

Section 6(i)’s obligation to “provide FIRST MUTUAL BANK, on or before the
fifteenth day of each month, effective as of the end of the preceding month, a
report in a format satisfactory to FIRST MUTUAL BANK, detailed by Obligor,
setting forth the following: (i) receivables aging, delinquencies and open items

'togethcr with an aging summary on PSL’s entire portfolio and (ii) the occurrence

of any of the following events with respect to the Contracts under which the
Payment Streams have been assigned to FIRST MUTUAL BANK; (A) the
occurrence of an event of default or material violation of any provision of a
Contract or Contract Documents by the lessee or vendee thereunder or any other
Obligor thereof; (B) any adverse credit information, which PSL may acquire or
have knowledge of, with respect to any lessee, vendee or other Obligor under any
Contract or Contract Documents; or (C) any and all litigation or other matters or



Mr. Don L. Hirtzel
November 7, 2008

Page 3

events concerning PSL or any Obligor which might reasonably construed to affect

adversely FIRST MUTUAL BANK s interest in a Contract, Contract Documents,
Payment Stream or related Equipment or any of FIRST MUTUAL BANK’s rights

under this Agreement.

Section 6(k)’s obligation to “[e]nforce the performance of every term and
condition of the Contracts and Contract Documents to be performed by the
Obligors thereunder without terminating any of the Contracts and Contract
Documents, which enforcement shall be at PSL’s expense until such time, if any,
that litigation action is, at FIRST MUTUAL BANK’s direction, commenced with
respect to the Contract or Contract Documents, after which time (unless and until
Such Contract and related Payment Stream is repurchased or substituted for
hereunder) such reasonable litigation enforcement expenses as First Mutual Bank
shall have approved in advance shall be borne by FIRST MUTUAL BANK.”

Section 6(r)’s obligation to “[m]aintain a ratio of Debt to Tangible Net Worth of
not more than 6.0 to 1.0 as measured as of the end of each fiscal quarter of PSL.”

Section 8, which states “unless and until FIRST MUTUAL BANK shall have the
right, pursuant to Section 12(b) below, to assume responsibility for servicing the
Contracts and Contract Documents, PSL shall continue to service and administer
the Contracts and Contract Documents in accordance with its customary practices
and procedures, which shall be sound commercial practices and procedures. PSL
shall handle all transactions relating to the Contracts and Contract Documents and
shall bear the cost of servicing and enforcing the Contracts and Contract
Documents.”

Section 8(a)’s obligation to submit a written request for reimbursement, without

interest.

As a result, First Sound is obligated under Section 12(b) to repurchase all Payment

Streams at WaFed’s request:

(b) Upon occurrence of an Event of Default, FIRST MUTUAL BANK

may exercise any one or more the following remedies, in addition to any remedies
available at law or equity:

€)) PSL will, within ten (10) days of a written request from FIRST

MUTUAL BANK, repurchase all Payment Streams under all Contracts purchased by
FIRST MUTUAL BANK, for cash for the cumulative Repurchase Price of all such

Payment Streams. . .

Program Agreement § 12(b)(i).

Accordingly, WaFed requests and demands under § 12(b)(i) of the Program Agreement

that First Sound, within ten (10) days from the date of deemed service of this letter, repurchase
all Payment Streams under all Contracts described above. You should direct payment in full of

509479714



Mr. Don L. Hirtzel
November 7, 2008
Page 4

the cumulative Repurchase Price in immediately available funds pursuant to the wire transfer
instructions attached to this letter as Exhibit 2.

WaFed reserves all other rights and remedies provided for in equity and/or law, whether
pursuant to the Program Agreement, arising from statute or at common law, including but not
limited to the right to terminate the Program Agreement, recover possession of any of the
security with or without terminating the Program Agreement, enforcement by specific
performance and/or recovery of damages, attorneys’ fees and costs of suit.

Attachments
cc: Washington Federal Savings

S0547971.4
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PSL Contracts

(Pool Nos. 1-9)

77-100252-04 | 6/28/04 | $4,583,369 6/30/09 $337. $50,
77-100293-08 | 12/16/04 | $4,999,021 | 12/31/09 $714,207 $58,493
77-100326-06 | 5/26/05 | $5,809,341 5/31/10 $124,407 $82,976
77-100382-09 | 1/26/06 | $6,929,517 4/26/11 | $1,918,963 | §$118,622
77-100440-05 | 9/28/06 | $9,240,243 4/28/13 | $3,582,999 | $172,877
77-100506-03 | 3/26/07 | $5,715,692 1/26/14 | $3,379,149 | §115,302
77-100539-04 | 8/30/07 | $7,586,792 8/30/14 | 85,517,139 | $145,382
77-100574-01 | 3/28/08 | $9,142,580 3/2/15 | $8,075,333 | $177,869

77-100597-02 | 6/27/08 | $7,295,672 6/20/13 | $6,750,880 | $174,299
$61,302,227 $30,400,786 | $1,096,311
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