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SUPERIOR COURT OF WASHINGTON FOR PIERCE

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY

LIVING TRUST, GARY GRENDAHL, NO. 04210247 8
JOANN GRENDAHL, OLYMPIC

CASCADE TIMBER, INC., a Washington AFFIDAVIT OF STEVEN W.
Corporation, GM JOINT VENTURE, a DAVIES RE JOINDER IN
Washington Joint Venture Partnership, DEFENDANTS BRYNE’S
ROBERT R. MITCHELL, INC., a AND REID’S MOTION FOR
Washington corporation, SUMMARY JUDGMENT

, FOR DISMISSAL OF
Plaintiff, PLAINTIFF’S CLAIMS
VS.

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE DOE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife,; ROBERT COLEMAN and
JANE DOE COLEMAN; THOMAS H.
OLDFIELD and JANE DOE OLDFIELD,
husband and wife; NW, LLC, a
Washington Limited Liability Company,

Defendants.

STATE OF WASHINGTON )
. SS.

County of Pierce )
Steven W. Davies, being first duly sworn upon oath deposes and states as follows:

Attached hereto is the original signature page signed by Mike Price of Joint Declaration of

Mike Price and Tom Price in Support of Joinder in Defendants Byme’s and Reid’s Motion for

AFF OF STEVEN W. DAVIES RE JOINDER COMFORT, DAVIES & SMITIH, P.S.
1901 65™ Avenue West, Suite 200

-1
. . . Tacoma, Washingion 98466-6225
[swd\04516\davies.aff re joinder] (253) 565.3400 « Fax (253) 564-5356
E-mail - Attorneys@cdsps.com
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Summary Judgment for Dismissal of Plaintiffs’ Claims which was filed with the court on April 28,

2006.
Further your affiant sayeth naught.

STEVEN W. DAVIES

SUBSCRIBED and SWORN to before me this 3™ day of May, 2006.

W\C". NI

o, NOTARY PUBLIC in and for the state of
‘,s\‘*& Lagpy Washington, residing at: i
& AN e -, % My commission expires:__/p —~Rf ~0F
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AFF OF STEVEN W, DAVIES RE JOINDER COMFORT, DAVIES & SMITFI, P.S.
-2 1901 65* Avenue West, Suite 200
. . s , Washi 98466-
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SUPERIOR COURT OF WASHINGTON FOR PIERCE COUNTY

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY

LIVING TRUST, GARY GRENDAHL, NO. 042 10247 8
JOANN GRENDAHL, OLYMPIC
CASCADE TIMBER, INC., a Washington JOINT DECLARATION OF
Corporation, GM JOINT VENTURE, a MIKE PRICE AND TOM
Washington Joint Venture Partnership, PRICE IN SUPPORT OF
ROBERT R. MITCHELL, INC,, a JOINDER IN DEFENDANTS
Washington corporation, BYRNE’S AND REID’S
o MOTION FOR SUMMARY
Plaintiff, JUDGMENT FOR
DISMISSAL OF
vs. PLAINTIFFS’ CLAIMS

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE DOE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; ROBERT COLEMAN and
JANE DOE COLEMAN; THOMAS H.
OLDFIELD and JANE DOE OLDFIELD,
husband and wife; NW, LLC, a
Washington Limited Liability Company,

Defendants.

COME NOW, Mike Price and Tom Price, defendants in the above-captioned matter,

and declare as follows: '
This declaration is based upon personal knowledge, subsequent to review of records

and files herein, and in support of joinder in defendants Byme’s and Reid’s Motion for

Summary Judgment for Dismissal of Plaintiffs’ Claims.

JOINT DECLARATION OF MIKE PRICE AND COMFORT, DAVIES & SMITH, P.S.

TOM PRICE IN SUPPORT OF JOINDER -1 1901 65" Avenue West, Suite 200
Tacoma, Washington 98466-6225

{swd\04516\price dec.yomdgr] (253) 565-3400 « Fax (253) 564-5356
E-mail - Attomeys@cdsps.com
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Both Mike Price and Tom Price were members of NW, LLC. Neither were managers
of this LLC and neither were involved with day-to-day operations. Further, said defendants
were not members of NWCLF, LLC, and were not members of Loan Holdings, LLC.

Mike Price and Tom Price had no knowledge and had nothing to do with the
assignment of loans from NW, LLC to NWCLF, LLC. More specifically, said defendants
had nothing to do with the assignments of deeds of trust and notes concerning Graham
Square dated January 18, 1998, February 25, 1999, and November 27, 1999.

In addition to the above, said defendants did not benefit personally in any way
relative to the transactions involved with plaintiffs’ claims.

We declare under the penalty of perjury of the laws of the State of Washington that
the foregoing 1s true and correct.

Dated this day of April, 2006

P =

MIKE PRICE™

TOM PRICE

JOINT DECLARATION OF MIKE PRICE AND COMFORT, DAVIES & SMITI, P.S.
1901 65" Avenue West, Suite 200

TOM PRICE IN SUPPORT OF JOINDER -2 T N . S
. .y acoma, Washington 98466622
[swd\04516\price dec.joinder} (253) 565.3400 - Fax (253) 564-5356

E-mail - Attomeys@cdsps.com
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SUPERIOR COURT OF WASHINGTON FOR PIERCE COUNTY

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY

LIVING TRUST, GARY GRENDAHL, NO. 04210247 8
JOANN GRENDAHL, OLYMPIC
CASCADE TIMBER, INC., a Washington DECLARATION OF TOM
Corporation, GM JOINT VENTURE, a PRICE IN SUPPORT OF
Washington Joint Venture Partnership, DEFENDANTS’ PRICE
ROBERT R. MITCHELL, INC,, a MOTION FOR AN AWARD
Washington corporation, OF REASONABLE
o EXPENSES, INCLUDING
Plaintiff, ATTORNEY’S FEES AND
COSTS
Vs.

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE DOE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; ROBERT COLEMAN and
JANE DOE COLEMAN: THOMAS H.
OLDFIELD and JANE DOE OLDFIELD,
husband and wife; NW, LLC, a
Washington Limited Liability Company,

Defendants.

COMES NOW Tom Price and declares as follows:

This declaration is based upon personal knowledge, subsequent to review of records

and files herein, and in support of Defendants’ Price Motion for an Award of Reasonable

Expenses, Including Attorney’s Fees and Costs.

DECLARATION OF TOM PRICE IN SUPPORT COMFORT, DAVIES & SMITH, P.S.
1901 65" Avenue West, Suite 200

OF DEFENDANTS’ PRICE MOTION FOR AN T Wash

. acoma, Washington 98466-6225
AWARD OF REASONABLE EXPENSES, (253) 565-3400 * Fax (253) 564-5356
INCLUDING ATTORNEY’S FEES & COSTS -1 E-mail - Attorneys@cdsps.com
[swd\04516\price.dec re motion for fees]
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On February 6, 2006, I met with plaintiff’s counsel for the purpose of reviewing all

documents and answering any questions he might have.

all questions. At the end of this meeting, [ again requested dismissal from this lawsuit. It

was, for no justifiable reason, refused.

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

foregoing is true and correct.

Dated this day of June, 2006 .

I candidly and truthfully answered

TOM PRICE

DECLARATION OF TOM PRICE IN SUPPORT
OF DEFENDANTS’ PRICE MOTION FOR AN
AWARD OF REASONABLE EXPENSES,
INCLUDING ATTORNEY’S FEES & COSTS -2
[swd\04516\price.dec re motion for fees]

COMFORT, DAVIES & SMITH, P.S.
1901 65™ Avenue West, Suite 200
Tacoma, Washington 98466-6225

(253) 565-3400 - Fax (253) 564-5356
E-mail - Attorneys@cdsps.com
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Om February 6, 2006, I met with plaintiff’s counse] for the purpose of reviewing all
&ocumcnts and answering any questions he might have. Tcandidly and truthfully answered
aIl questxons. At the end of this meeting, I again requested dismissal from this lawsuit. It
was for no justifiable reasomn, refused.

T declare under pepalty of perjury of the laws of the State of Washington that the

£®1’cgomg is true and correct.
Dated this l@ day of June, 2006 .

N
TOM PRI

DECLARATION OF TOM PRICE IN SUPPORT COMFORT, DAVIES & SMITH, P.5.
OF DEFENDANTS' PRICE MOTION FOR AN ;m”y?“mg :m ig

g Ashingion -
SWARD OF REASONABLE EXPENSES, (253) 565.3400 - Fax. (253) S66.5356
_INCLUDEIG ATTORNEY'S FEES & COSTS -2 Emi] - Altemeys@edsps.com

- [swd\04516\prica.dec re motion for fees}
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Judge Katherine M. Stolz
Hearing Date: May 12, 2006
Hearing Time: 9:00 AM

IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON
IN AND FOR THE COUNTY OF PIERCE

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY
LIVING TRUST, GARY GRENDAHL,
JOANN GRENDAHL, OLYMPIC
CASCADE TIMBER, INC., a Washington
Corporation, GM Joint Venture, a
Washington Joint Venture Partnership,
ROBERT R. MITCHELL, INC,, a
Washington Corporation; TIMOTHY
JACOBSON, HILARY GRENVILLE,

Plaintiffs,

V.

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE ROE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; THOMAS H. OLDFIELD and
JANE DOE OLDFIELD, husband and
wife; NW, LLC a Washington Limited
Liability Company,

Defendants.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

NO. 04-2-10247-8

DECLARATION OF ROBERT COLEMAN
IN RESPONSE TO DEFENDANTS’
MOTIONS FOR SUMMARY JUDGMENT

DECLARATION OF BOB COLEMAN — 1
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Larson Hart & Shepherd

Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101

TEL 206.340.2008 - FAX 206.340.1962
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[, Robert Coleman, hereby declare as follows:

1. ['am competent to testify and make the following statements based
upon my own personal knowledge and review of documents.

2. [ was a member and manager of an entity known as NW, LLC until my
resignation in or about January of 2001. The members of NW, LLC were myself,
Kevin Byrne, James Reid, Mike Price and Tom Price. Kevin Byrne was a co-manger
of NW, LLC and also had the title of “CEQ” - chief executive officer. NW, LLC was
formed after NW Community Bank was sold in 1995. Kevin Byrne, Mike Price,
James Reid and I were included in the original group of founders and directors of
NW Community Bank. Kevin Byrne was the CEO of this bank and responsible for
overseeing all lending operations. My primary responsibilities at NW Community
Bank were operations and administration (all the non-lending areas of the banking
business).

3. NW, LLC was set up to acquire real estate loans, securitize them and
sell the loans on the market. As originally envisioned, NW, LLC was going to
originate some loans as well, but that aspect of the business never really panned out.

4, A little background about myself, before I go on to other issues. I have
worked in the banking and finance industry for approximately 37 years. However,

the vast majority of my experience relates to administrative, accounting and

Larson Hart & Shepherd

Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101
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5. From the outset of the formation of NW, LLC it was always clear that
this was Kevin Byrne’s business. He called all the shots. He was the only one of the
members who had any meaningful experience in the real estate lending industry.

6. Throughout my tenure as a member, manager and officer of NW, LLC,
I never signed off on any agreements or contracts of any significant nature without
Kevin Byrne’s express knowledge, consent and approval. This is especially true
regarding the transfers of any significant funds or the execution of any
documentation which affected a particular loan or loan portfolio. These types of
matters, in particular, were done at the direction and with the approval of Kevin
Byrne.

7. Kevin Byrne set up a new LLC in or about 1998 known as NW
Commercial Loan Fund, LLC (“"NWCLE”). NW, LLC was to be the manager of this
new entity. In reality, Kevin was the effective manager and sole decision-maker of
NWCLF. He made or approved all the investment decisions and approved or
directed all loan disbursements. To my knowledge, no significant activity was
undertaken on behalf of NWCLF without Kevin Byrne’s express knowledge,
consent, or approval. In fact, to the best of my knowledge, the vast majority of any
business decisions regarding NWCLF were done at the specific direction of Kevin

Byrne. Based on my experience, NWCLF did not enter into any significant

Ig %arsmt I;ILaCrt & Shepherd
ttorneys At Law PLL

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101

DECLARATION OF BOB COLEMAN — 3 TEL 206.340.2008 - FAX 206.340.1962
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transactions without Kevin Byrne's express approval (and most often at his specific
direction).

8. I'have read the Declaration of Kevin Byrne, submitted in this action in
support of his summary judgment motion. It is full of half-truths and outright
fabrications. At paragraph 8 of his declaration, he contends that Steven Hansen (a
one-time CFO of NW, LLC) and I assigned deeds of trust from NW, LLC to NWCLF
and that this was done without Kevin Byrne’s knowledge or approval. This is
untrue. Any assignments that either I or Steven Hansen executed were done at the
specific direction of Kevin Byrne. He knew these deeds of trust were being assigned
because he directed this to be done. For Mr. Byrne to suggest that he was not aware
of these assignments is simply flat out false. At the time, both Steve and I trusted
Kevin Byrne. Kevin has a lot of experience in the banking industry and in the real
estate lending industry in particular. I naively followed his instructions, trusting
that he knew what he was doing. As I learned later, Kevin was a master at getting
other people to unwittingly take actions that were not appropriate - in an effort to
cover his tracks and insulate himself from liability for his wrongful acts.
Unfortunately, until late 2000, I had no idea that the proverbial fox (Byrne) was
running the henhouse (NW, LLC) and I routinely signed and approved documents

at Kevin's direction. I now regret many of those actions.

S Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730

SEATTLE, WA 98101

TEL 206.340.2008 - FAX 206.340.1962

DECLARATION OF BOB COLEMAN - 4 e e
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because T trusted hlmand respected his lexlﬁng knowledge. I now regret many of
those actions.

9. NW, LLC became involved in what was known as the “Graham Square
Project” in or about 1995. This was one of Kevin Byrne's pet projects. It was a series
of contiguous parcels of property in Graham, Washington. The owner/developer,
Al Olsen, intended to construct a shopping center and other commercial businesses
at this location. Kevin worked very closely with Al Olsen on this project. On Kevin
Byrne’s advice NW, LLC loaned several million dollars on this project, as a
secondary lender behind the construction lender (who I believe was West Coast
Bank). This project was the subject of frequent discussions at NW, LLC member
meetings. It proceeded slower than expected and was costing much more money
than expected. The developer began to have problems with the project early on.
Despite this fact, Kevin Byrne repeatedly assured the other members of NW, LLC
that the Graham Square Project was a winner and that NW, LLC’s loans were secure.
On or about 1997, at a member meeting of NW, LLC, it was agreed that NW, LLC
would attempt to pull out of the Graham Square Project by the end of the year. It
was envisioned that a new LLC would be formed comprised of the members of NW,
LLC and that this new LLC would acquire NW, LLC’s interest in the Graham Square
Project. Attached hereto and incorporated by reference as EXHIBIT A is a true and

correct copy of NW, LLC Member Meeting Minutes that I prepared on or about

g AI:arSOIi I;Iitgt & Shepherd
ttorneys At Law

ONE UNION SQUARE
600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101
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September iO, 199A7A. To the best of my knowledge these minutes accurately
summarize the discussions held at that time. The decision was made to form a new
LLC to buy out NW, LLC’s “equity” position in the Graham Square Project.

10. At this same meeting, NW, LLC approved a resolution, on Kevin
Byrne's advice, to have the individual members of NW, LLC acquire NW, LLC's
ownership interest in the entities that owned the Graham Square Project (Graham
Square I, LLC and Graham Square II, LLC). Attached hereto and incorporated by
reference as EXHIBIT B is a true and correct copy of the resolution entered into
September 10, 1997 on behalf of NW, LLC whereby Kevin Byrne, Mike Price, Tom
Price, Jim Reid and I acquired an ownership interest in the LLCs that owned the
Graham Square Project.

11. NW, LLC members met again on or about November 12, 1997.
Attached hereto and incorporated by reference as EXHIBIT C is a true and correct
copy of the minutes that I prepared from this meeting. To the best of my knowledge
these minutes accurately summarize the discussions at that meeting. Of note, Kevin
Byrne requested at that meeting that the Graham Square Project be removed from
NW, LLC’s agenda and that project updates would be discussed at separate partner
meetings.

12.  Kevin Byrne has a longstanding professional (and I believe personal)

relationship with attorney Tom Oldfield. Mr. Oldfield represented NW, LLC, Kevin

Attorneys At Law PLLC
ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730

SEATTLE, WA 98101
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Byrne;nd I bLll(_\L NWC LF sil%lultaneously. Mr. Oldfield attended many NW, LLC
member meetings, especially in late 2000, when NW, LLC started to experience
financial difficulties. Mr. Oldfield was in almost constant contact with Kevin when
NW, LLC began to unwind, starting in or about December of 2000.

13.  Attached hereto and incorporated by reference as EXHIBIT D is a true
and correct memo I wrote on or about 12/8/00 where I outlined the serious
concerns I had about Mr. Oldfield and his conflict of interest. For some reason the
copy of this memo got chopped up, so that portions of it are duplicated on the
various pages. However, the entire memo does appear to be included on EXHIBIT
D and I believe that it accurately reflects, when read as a whole, the memo I wrote in
December 2000. At this time, he was still representing NW, LLC, NWCLF and
Kevin Byrne, personally. It had become apparent by this time that Kevin Byrne had
duped all of the members in NW, LLC. I learned that Kevin had misappropriated
funds for his personal benefit and made various misrepresentations about the actual
financial condition of the company to the members and to third parties. The conflict
of interest for Mr. Oldfield was brought to his attention at more than one meeting.
Oldfield insisted that he did not have a conflict and did not need to withdraw from
representing NW, LLC (or NWCLF for that matter). However, at the direction of
Byrne, Oldfield withheld critical information from me and other NW, LLC members

and blocked our ability to hold a special member meeting to confront Mr. Byrne

Attorneys At Law PLLC
ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730

SEATTLE, WA 88101
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with our concerns. Mr. Oldfield’s actions certainly contributed to Kevin Byrne's

opportunity to gain more time to cover his tracks and to further insulate himselt
from liability.
I hereby declare under penalty of perjury in the State of Washington that

the foregoing statements are true and correct to the best of my knowledge and

belief.
ML
Dated this 4 day of May, 2006 at Fr 1oAY/ HAgBoR Washington.

Rﬁljrt Coleman

Larson Hart & Sl’lephercl

Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101

TEL 206.340.2008 - FAX 206.340.1962
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September 10, 1997
NW,LLC Member Meeting Minutes

The Members of NW, LLC met at the offices of NW, LLC located at 7610 40th St. W., University
Place, WA. All Members were present. Chairman Price called the meeting to order at 8:30 a.m..

Minutes of the August 13, 1997 meeting were approved as presented. (Motion J Reid, 2nd T Price)
President Coleman reviewed the 8-31-97 Comparative Interim Financial Report.

President Coleman reviewed the Preferred Member Offering Status. |t is anticipated the Offering
will be completed by the end of this month.

CEO Byme discussed current warehouse facility proposals. Bank United is going to loan committee
within the next two weeks. LaSalle Bank will be visiting NW,LLC on Friday, September 12, 1997 and
is expected to have a proposal by the end of the month. CGA Insurance Company is scheduled to
visit NW,LLC the week of the September 15, 1997 and is also expected to have a proposal by the
end of the month. CGA is a newly formed company founded by former Senior Management of FGIC
Monoline Insurance Company. They are an exciting prospect since they are a AAA rated company
and their preliminary bid contains excellent pricing plus an insurance wrap. S

CEO Byme advised that NW,LLC is applying to Harbor Community Bank for a $250,000 unsecured
line of credit. This will give the company an additional cushion to meet anticipated cash flow

requirements.

- CEO Byme reviewed in depth the Graham Square Project status. It is managements’ intent to have
the Graham Square project completely out of NW by the end of the year. It appears that financing
is being finalized via Sterling Savings. Current NW,LLC members will form a separate LLC to buy
out NW's equity interest in the Graham Square Project. CEO Byme reviewed financial projections
and the members arrived at $625,000 as a reasonable purchase price for all of NW’s equity in the
Graham Square project. Each.member is responsible for coming up with $125,000.00 by October
31, 1997. This is in addition to the $200,000 capital call also due by October 31, 1997.

President Coleman provided a data processing update. It does not appear that NW's current
provider can support all of the requirements of CMBS processing and servicing. NW is investigating
CMBS software providers and will make a decision in the very near future. Management is working
with FiServ and Westside Community Bank to arrange for an assumption of NW's contract with
FiServ. Hopefully this arrangement will be consummated within the next 30 days.

CEO provided an update on Barksdale, LLC - basically the 1st building has been permitted, the 2nd
building is still in the permitting phase, and the 3rd & 4th buildings are on hold. Additional
information will be provided at the next member meeting. o )

There being no further business, the meeting adjourned at 10:00 a.m..

NW 0851

KB 11917

EXHIBIT_A 0090272



NW, Limited Liability Company
RESOLUTION

_ WHEREAS, NW is a member of Graham Square |, L.L.C. and Graham
Square I, L.L.C., and is also a lender to Graham Square I, L.L.C. and

Graham Square II, L.L.C., and

WHEREAS, NW took an equity position in Graham Square |, L.L.C.
and Graham Square Il, L.L.C. as an “equity kicker” related to such loans, and

WHEREAS, the development plans for Graham Square I, L.L.C. and
Graham Square Il, L.L.C. have changed, resulting in a change in the nature

" of NW's investment, and make it advisable for NW to have no more than a

nominal equity position in either of such limited liability companies, and

WHEREAS, the present value of NW's equity position in such LLC’s
is nominal, and the members of NW have made valuable contributions to NW
constituting adequate consideration for the transfer to the members of all but
a nominal amount of NW's equity position in Graham Square I, L.L.C. and
Graham Square lI, L.L.C., NOW, THEREFORE BE IT

RESOLVED, that NW L.L.C. shall assign to each of the following
named persons that perecentage of NW's Membership Interests in Graham
Square I, L.L.C. and Graham Square II, L.L.C. set forth opposite such

grantor’'s name:

Name Membership Interest
Kevin M. Byme- 9.9% |
Robert J. Coleman 9.9%
Michael. A. Price 9.9%
Thomas W. Price 9.9%
James R. Reid T 9.9%

RESOLVED FURTHER that NW shall retain a Membership Interest of
one-half of one percent in each of such limited liability companies.

Resalutign effective September 10, 1997

obert J. Coleman, Secretary

NW 0670

EXHIBIT & _

KB 11936

000236



Novémber 12, 1997
NW,LLC Member Meeting Minutes

The Members of NW, LLC met at the offices of NW, LLC located at 7610 40th St. W., University
Place, WA. All Members were present except Tom Price. . Chairman Price called the meeting to

order at 8:15 a.m..

Minutes of the October 8, 1997 meeting were approved as presented. (Motion M. Price, 2nd K Byrne)

President Coleman reviewed the 10-31-97 Comparative Interim Financial Report. Coleman noted
the $141,666 charge to Contract Services in September 1997 was reversed and processed to the
appropriate payroll accounts in October. As previously noted, this amount represents the amount
taken in draws by CEO Byme- and President Coleman in 1996.

CEO Byme reported two problem loans. Eric Jensen $144,000.00 is pledged at U S Bank and NW
will need to payoff U S Bank since the loan is over 60 days past due. Management is working with
the borrower in hopes of avoiding the time and expense of foreclosure.. Sarela Inc., $30,000.00 is
severely past due. Management hopes to collect this loan prior to year end. _

\

President Coleman proudly announced the completion of the Preferred Member Offering wherein
$2,112,190.48 was raised.. Members were provided with a Final Preferred Member Subscriber List

-as of the Offering expiration date.

CEO Byme discussed current warehouse facility proposals. Bank United appears to be out of the
picture. LaSalle Bank continues to be vague with their responses. However, CGA Insurance
appears to be serious and management will aggressively pursue this alternative. ‘Management will
provide a detailed update at the December 10, 1997 Member Meeting.

CEO Byme expressed his desire to remove the Graham Square Project and Barksdale Project from
NW's Agenda. Since NW,LLC is no longer an equity partner in either project these project updates
will be provided in separate partner meetings. B

The NW Christmas party has been schéduled for December 1 3, 1997 at the new Byme estate.
Invitations will be sent to all members. '

There brei g no further business, the meeting adjouned at 10:15 a.m..

Ro J. Coleman
tary
NW 0674
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Attorney conflict - Oldfield representing NW LLC and CEQ Byme personally.

Byrme had Oldfield draw up a Resolution this past week apparently stating that
NW members voted to liquidate the company at the last Member Meeting. Byrne
had member Price sign the Resolution when he came by on another matter and |
suspect member Reid also has signed the resolution. '

This is highly unusual since Secretary Coleman usually records all member
actions via the minutes and has the minutes reviewed and approved at the
following member meeting. ‘There was no reason for NW to engage Mr. Oldfield
to draw up this specific resolution at this time. There certainly was no reason the
Resolution had to be signed at this time, and there is -a-Teatquestion why
Managing Member and Member Secretary Coleman wasn't even involved in the
discussion of this action nor has he even received a copy of said resolution. In
fact, Coleman does not believe a formal vote was taken at the meeting. The
primary discussion point was the removal of members Mike and Tom Price from
the board with the reasoning being that if NW is to continue operations and
obtain additional credit lines, etc., it would be very difficult to do so with members
Mike and Tom Price still active on the board. This is what | believe was the main
item of discussion by CEO Byme at the last member meeting. The specific topic
of liquidation was mentioned but detailed discussion was postponed until the next
member meeting so that NW could prepare additional financial information for
- consideration of possible alternatives, including liquidation.

‘Based upon the discovery of additional information wherein CEO Byme and at
least one other existing NW LLC member (assumed to be Reid) plan to form a

new company utilizing the resources and assets of NW to do so but excluding

members Coleman, M Price and T Price. Something drastic need to be done as

soon as possible. | believe CEO Bymne needs to be removed as CEO and

Managing Member and attorney Oldfield removed as company counsel effective

immediately in order for NW to complete an orderly liquidation or change

directions and continue operations.

Coleman has discovered that CEO Byrne is indeed in the process of forming a
new company and is utilizing NW resources to do so. It is suspected that
attorney Oldfield and member Reid are also involved in this new company
formation. Senior Vice President Marc Thomaes, currently employed at NW’s
New Jersey office, is also involved and is, in fact, the point person for

establishing the new company.

EXH'BIT@__ NW 0312



time tor attorney Oildheld to remove himselt as.NW.s.attoroey. ...He.has.rmoajor...... ...

conflict since his law firm is- a major tenant in the NW. building owned by Byrne.
He has also represented Byrne -in--several of-his--other -deatings; ~inctading
Fountain Hills. | wonder if Mr. Oldfield has any information on file regarding
Fountain Hills since he was involved in discussions with Byrne relative to Bill
Dodge’s request for payment at closing of a disputed catch basin expense.

- Ron — it is very apparent to me that the Byme/Oldfield strategy is to get me to
blow up and quit the company. This would certainly clear the way for them to
accomplish everything they are attempting to do and place the blame on “the
other” Managing member, yours truly.

NW 0313
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Byrme and Oldfield are exerting abnormal pressure_on Coleman relative to the

wind down of NW LLC, insisting the wind down needs to be completed by
December 31, 2000. Coleman and CFO Barka have established a projected
time line to accomplish the majority of the accounting requirements to wind down
the company. However, NW is very complicated from an accounting perspective
since there are several companies involved.

CEO Byme has stated the primary reason to wind the company down and
eliminate the rest of the accounting staff ASAP is because of cost. Yet the New
Jersey office is still operating with three full time people at a significant cost to
NW. Obviously if the company is indeed winding down, the last people out the
door should be the tax and accounting people. Coleman still believes there is an
- opportunity for NW to continue operations going in a different direction. It would
certainly be in the best interest of everyone if NW could cantinue operations and
eamn its’ way out of the current situation over time. NW has no chance to
survive under its’ current structure. CEO Byme has clearly brought NW to its’
knees and has benefited significantly in the process. He misappropriated funds
on the Fountain Hills loan payoff which was a loan he misrepresented in the first
place. He is singularly focused on what's best for Kevin Byrne not what's best for
NW, its members, preferred members and employees. He has forced other
senior management, officers and staff to- compromise their integrity which has
created significant previous senior management turnover as well as contributing
to existing morale and communication problems. One of the major reasons for
the delay in producing reliable financial reports is directly due to the actions of
the CEO. He has misrepresented information intemnally as well as externally.

Ha hace mado. _maiar. . daciciance. adthnut _includina..athac...kavc.mananamant

SOMeone” emommmywn‘énmné’mme‘cmm'aﬁrwmmggmg
to keep the company together and find solutions, CEQ Byrne went to Europe for
10 Bii&irness davs and just recentlv fook off for anoth&f B business davs. ~ It was
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— CEQ Byrne has. stated -the primary reason to wind_the company down and

eliminate the rest of the accounting staff ASAP is because of cost. Yet the New
Jersey office is still operating with three full time people at a significant cost to
NW. Obviously if the company is indeed winding down, the last people out the
door should be the tax and accounting people. Coleman still believes there is an
opportunity for NW to continue operations going in a different direction. It would
certainly be in the best interest of everyone if NW could continue operations and
earn its’ way out of the current situation over time. NW has no chance to
survive under its’ current structure. CEO Byrne has clearly brought NW to its’
knees and has benefited significantly in the process. He misappropriated funds
on the Fountain Hills loan payoff which was a loan he misrepresented in the first
place. He is singularly focused on what's best for Kevin Byrne not what's best for
NW, its members, preferred members and employees. He has forced other
senior management, officers and staff to compromise their integrity which has
created significant previous senior management tumover as well as contributing
to existing morale and communication problems. One of the major reasons for
the delay in producing reliable financial reports is directly due to the actions of
the CEO. He has misrepresented information internally as well as externally.
He has made major decisions without including other key management
personnel until after the fact. When challenged on issues he quickly finds
someone else to blame. At a time when everyone in the company was struggling
~ to keep the company together and find solutions, CEO Byrme went to Europe for

10 business days and just recently took off for another 6 business days. It was
inexcusable for the CEO to desert the company during such a critical time
especially considering the condition NW has been in for some time.

Heis cui'rently utilizing NW resources to form yet another company. lt is time for
Mr. Byrne to be removed and to be held accountable for his actions. It is also

time for attommey Oldfield to remave himself as NW's attoney. He has major

conflict since his law firm is a major tenant in the NW building owned by Byrne.
He has also represented Byrne in several of his other dealings, including
Fountain Hills. | wonder if Mr. Oldfield has any information on file regarding
Fountain' Hills since he was involved in discussions with Byme relative to Bill
Dodge's request for payment at closing of a disputed catch basin expense. -

Ron ~ it is very apparent to me that the Byrne/Qldfield_strategy_is to get me to
blow up and quit the company. This would certainly clear the way for them to
accomplish everything they are attempting to do and place the blame on “the
other” Managing member, yours truly.
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Attorney conflict — Oldfield representing NW LLC and CEO Byrne personally.
Byrne had Oldfield draw up a Resolution this past week apparently stating that
NW members voted to liquidate the company at the last Member Meeting. Bymne
had member Price sign the Resolution when he came by on another matter and |
suspect member Reid also has signed the resolution.
This-is -highly- -unusual- since -Secretary- Coleman- -usually-reccrds. -all--member
actions via the minutes and has the minutes reviewed and approved at the
following member meeting. There was no reason for NW to engage Mr. Oldfield
to draw up this specific resolution at this time. There certamly was no reason the
Resolution had to be signed at this time, and there is a real questron why
Managing Member and Member Secretary Coleman wasn't even involved in the
~ discussion of this action nor has he even received a copy of said resolution. In
~ fact, Coleman does not believe a formal vote was taken at the meeting. The
‘primary discussion point was the removal of members Mike and Tom Price from

the board with the reasoning being that if NW is to continue operations and
obtain additional credit lines. etc.. |t would be verv difficult to do so with members
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Mike and Tom Price Stl" active on the board. Thzs lS what | believe was the main
item of discussion by CEO Byme at the last member meeting. The specific topic
of liquidation was mentioned but detailed discussion was postponed until the next
member meeting so that NW could prepare additional financial information for
consideration of possible alternatives, including liquidation. '

Based upon the discovery of additional information wherein CEO Byme and at
least one other existing NW LLC member (assumed to be Reid) plan to form a
new company utilizing the resources and assets of NW to do so but excluding
members Coleman, M Price and T Price. Something drastic need to be done as
soon as possible. | believe CEO Byrne needs to be removed as CEO and
Managing Member and attorney Oldfield removed as company counsel effective
immediately in order for-NW. to complete an orderly hqundatlon or change
directions and continue operations.

Coleman has discovered that CEO Byrne is indeed in the process of forming-a
new company and is utilizing NW resources to do so. It is suspected that
attormey Oldfield and member Reid are also involved in this new company
formation. Senior Vice President Marc Thomaes, currently employed at NW's
New Jersey office, is also involved and is, in fact, the point person for
establishing the new company.

Byrne and Oldfield are exerting abnormal pressure on Coleman relative to the
wind down of NW LLC, insisting the wind down needs to be completed by
December 31, 2000. Coleman and CFO Barka have established a projected
time line to accomplish the majority of the accounting requirements to wind down
the company.. However, NW is very complicated from an accounting perspective

since there are several companies involved.
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Judge Katherine M. Stolz
Hearing Date: May 12, 2006
Hearing Time: 9:00 AM

IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON
IN AND FOR THE COUNTY OF PIERCE

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY
LIVING TRUST, GARY GRENDAHL,
JOANN GRENDAHL, OLYMPIC
CASCADE TIMBER, INC., a Washington
Corporation, GM Joint Venture, a
Washington Joint Venture Partnership,
ROBERT R. MITCHELL, INC,, a
Washington Corporation; TIMOTHY
JACOBSON, HILARY GRENVILLE,

Plaintiffs,

V.

MICHAEL A. PRICE and JANE DOE
PRICE, husband and wife; THOMAS W.
PRICE and JANE ROE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; THOMAS H. OLDFIELD and
JANE DOE OLDFIELD, husband and
wife; NW, LLC a Washington Limited
Liability Company,

Defendants.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

NO. 04-2-10247-8

DECLARATION OF GARY GRENDAHL
IN RESPONSE TO DEFENDANTS’
MOTIONS FOR SUMMARY JUDGMENT

Larson Hart & Shephercl

Attoreys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101

B




[N]

10

11

12

13

14

15

16

17

18

19

20

21

22

\,- A‘ ,‘ .

'/‘(’ ~ B

/ " ‘ "V ‘?005
“lve Lang
Judge Katherine M. Stolz

Hearing Date: May 12, 2006
Hearing Time: 9:00 AM

IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON
IN AND FOR THE COUNTY OF PIERCE

ROBERT R. MITCHELL, LISA
TALLMAN, MITCHELL FAMILY
LIVING TRUST, GARY GRENDAHL,
JOANN GRENDAHL, OLYMPIC

CASCADE TIMBER, INC., a Washington

Corporation, GM Joint Venture, a
Washington Joint Venture Partnership,
ROBERT R. MITCHELL, INC,, a
Washington Corporation; TIMOTHY
JACOBSON, HILARY GRENVILLE,

Plaintiffs,

V.

MICHAEL A. PRICE and JANE DOE

PRICE, husband and wife; THOMAS W.

PRICE and JANE ROE PRICE, husband
and wife; JAMES REID and SONJA
REID, husband and wife; KEVIN M.
BYRNE and MARY BYRNE, husband
and wife; THOMAS H. OLDFIELD and
JANE DOE OLDFIELD, husband and
wife; NW, LLC a Washington Limited
Liability Company,

Defendants.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

NO. 04-2-10247-8

DECLARATION OF GARY GRENDAHL
IN RESPONSE TO DEFENDANTS’
MOTIONS FOR SUMMARY JUDGMENT

Larson Hart & Shepherd

Attomeys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101
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[, Gary Grendahl, hereby declare as follows:

1. ['am a plaintiff herein, am competent to testify and make the following
statements based upon my own personal knowledge and review of documents,
including the declaration of Kevin Byrne submitted in support of his motion for
summary judgment.

2. NW Commercial Loan Fund, LLC (“NWCLF”) was formed in 1998.
NW, LLC was the purported manager of NWCLF. The members of NW, LLC were
Kevin Byrne, Bob Coleman, Mike Price, Tom Price and James Reid. It is my
understanding that Kevin Byrne and Bob Coleman were the managers of NW, LLC
and were the de facto managers of NWCLF.

3. The Operating Agreement for NWCLF describes the business of
NWCLF generally as "to invest, reinvest and trade in promissory notes and other
obligations secured by mortgages or deeds of trust or in real estate contracts or
similar financial instruments (all such items hereafter referred to as 'Mortgages')."
The Operating Agreement prohibits the Manager from acting in bad faith or
contrary to the interests of the company. A true and correct copy of the Operating
Agreement is attached hereto and incorporated by reference as EXHIBIT A.

4. Also executed was a Private Placement Offering Memorandum, which

sets forth NWCLF's investment policy in more detail. A true and correct copy of the

i
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Offering Memorandum is attached as EXHIBIT B. [t states that the company
"expects that at least 65% of [its] assets will be invested in commercial loans that are
of A or B quality [and] may invest up to 35% of its assets in higher risk commercial
loans, including 'hard money" loans." The Offering Memorandum further states that
NWCLEF “will not permit more than 15% of its long-term assets to be invested in any
single Mortgage.” The Offering Memorandum then lists general guidelines that the
Manager "will follow . . . subject to waiver or exception only in a limited number of

instances." Those general guidelines include diversification; primary investment in

income-producing properties; primary investment in mortgages in first-lien position

(provided that the Manager can invest in mortgages in a lower position if
appropriate); and loan-to-value ratios generally of not more than 75% for "A" and

"B" borrowers and 65% for "hard money" borrowers. In no event was the Manager

to_allow more than 10% of the company's assets to be invested in mortgages not

conforming to the guidelines.

5. I have reviewed Kevin Byrne’s declaration (dated 4/14/ 06) and have

several very specific comments. I will address them in order:

Paragraph 10 - 11 Mr. Byrne contends that he and I had a meeting in

February and a meeting in March of 2001. I don't specifically recall the date

of the first 2001 meeting (or whether it was in February), but I do recall that

Attorneys At Law PLLC

ONE UNION SQUARE

600 UNIVERSITY STREET - SUITE 1730
SEATTLE. WA 98101
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there was a meeting prior to a meeting in March 2001. Regardless, Mr.
Byrne’s characterization of these meetings is inaccurate.

At the first meeting, whether or not this was in February, I met with
Bob Coleman and Byrne. I had some question about whether the financial
problems with T&W Leasing (owned by Mike and Tom Price), was affecting
NW, LLC or NWCLF. I was assured that it did not have any affect on either
company. I was told that NW, LLC was doing well. I specifically asked
whether the NWCLF loans were in first position, and was assured that they
all were.

The meeting in March 2001. Mike Woodell attended this meeting with
me. He asked a series of pointed questions to Byrne. Tom Oldfield was
present and sat on my side of the table (across from Byrne). Oldfield did not
say much. Woodell asked “how many loans are owned by NWCLF”? Byrne
indicated he could not tell us as he did not know the precise number for
certain. Byrne was also asked whether all the loans were in first position, he,
again, assured us they were. He also indicate the loans were not in default.

I ' was told that I had not received my requested disbursement because some
loans would have had to have been sold at a loss to generate the payment, but
was reassured that my investments were secure and payment would be

forthcoming. I requested information about the specific loans, but, after
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Byrne consulted with Oldfield, was told that this information could not be
shared becausce of privacy concerns.

Second, Byrne never mentioned to me any problems with Bob
Coleman or the fact that Coleman had even resigned from NW, LLC. Kevin
Byrne’s claim that he told me such things is a lie. Nor did he ever promise to
“investigate” anything as it was my understanding, based upon his
representations, that there was nothing to investigate. To the contrary, he
repeatedly assured me that everything was fine and that I had nothing to
worry about.

At this point, I viewed defendant Oldfield as the attorney for NWCLF,
and Oldfield's presence helped to allay my concerns about the evasive
responses I had received from Byrne in the preceding few months when I was
inquiring about receiving a disbursement. I reasoned that if Oldfield was
aware of what was going on (while looking out for the best interests of
NWCLF and its members) and did not raise any concerns, then everything
must be okay.

Had Oldfield disclosed the true situation to me at the time, as set forth
in more detail below, I and the other investors would have had more time
and more of an opportunity to address the problem and quite possibly have

reduced our damages or been able to take other action to manage the
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situation.  The same is true if Oldfield had withdrawn, as I understand he
was ethically obligated to do, from representing NWCLF at the time. This
would have been a huge red flag for me and would have prompted an
aggressive investigation. Oldfield’s presence, and silence in the face of
Byrne’s lies, lulled me and other investors into a false sense of security.
Paragraph 12 Kevin Byrne claims that Rob Mitchell and I met with
him in April 2001. I do not recall meeting with Kevin in April of 2001. I
know that Rob Mitchell has located a day planner for 2001 that indicates that
Rob met with Byrne on or about April 5%. I do not believe I was at this -
meeting. Regardless, Byrne claims that he provided a Balance Sheet (Exhibit
6 to his deposition) at this meeting which detailed all of the NWCLE loans,
including the fact that all but one of the loans were in a project entitled
Graham Square. I did not receive this Balance Sheet from Kevin Byrne, or
anyone else for that matter, in Apfil of 2001. Kevin Byrne’s claim to the
contrary is untrue. If I ever saw this Balance Sheet it would have been much
later, either in the Fall of 2001 or even early 2002, after NWCLF had received
the deeds in lieu of foreclosure for the shopping center and Will Stevens had
had an opportunity to investigate the books and records of NWCLF. [t

certainly was not as early as April of 2001. Of that I am quite certain.
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| Pém graph 14 Byrne contends that Rob Mitchell and I were involved in
discussions with Byrne as early as May 2001 about taking over management
of NWCLF. This is flat out not true. Up to this point, I had heard nothing but
reassurances from Kevin Byrne. We never discussed the concept of Rob
Mitchell or I taking over NWCLF at this time. Several months later, in the
Fall of 2001, after we had learned what had happened with our money, there
were discussions about some member or members of NWCLF taking over the
fund and there were some discussions about whether I would be interested in
purchasing one of the parcels in the Graham Square project. However, these
discussions occurred in October or November of 2001 - not May.

Paragraph 15 In this paragraph, Kevin Byrne claims that he met with

Rob Mitchell, Will Stevens and myself some time prior to June of 2001. Byrne
claims that we were given access to boxes of documents containing the loan
files for the loans owned by NWCLF. This is not true. I was not given access
to any loan files or provided any meaningful information about the loans
owned by NWCLF. Rather, at the end of May 2001, I received a letter from
Kevin Byrne advising me that NW, LLC was resigning as manager of the
fund (for unexplained reasons) and that a new entity, Loan Holdings, LLC
was taking over management of the fund. This new entity was to be owned

by Byrne and James Reid, who were represented as being “committed to

Aitomeyl At Law PLLC
ONE UNION SQUARE

B

600 UNIVERSITY STREET - SUITE 1730

QEATTI £ \AJA” QQ1N4

Larson Hart & Shephercl




o

10

11

12

13

14

15

16

17

18

19

20

21

22

sceing the investors through the liquidation of the Fund.” T also received an
unaudited financial statement dated May 31, 2001, which listed $4.8M in
assets and $500K in debt owed by the fund (only later was I to learn that this
$500K was a loan secured by Byrne and Reid to fund disbursements to
investors). A true and correct copy of this “financial statement” is attached as
EXHIBIT C. Also enclosed was a document entitled “NW Commercial Loan
Fund Loans Outstanding”. A true and correct copy of this document is
attached as EXHiBIT D. This document identified loans by number and
principal balance. It also identified the “collateral” for each loan. Notably
only one of these loans was identiﬁed as being secured by a 2nd Deed of Trust,
which was far from the truth. All of the loans turned out to be, as learned
later, secured by junior deeds of trust. Kevin Byrne chose not to disclose this
in May of 2001. Instead he kept trying to cover his tracks. Also received in
May of 2001 was an expected loan payoff schedule, promising expected
payoff of all of the loans by February of 2002. A true and correct copy of this
document is attached as EXHIBIT E.

Byrne’s claims that hé told me in May of 2001 that the NWCLF loans
were in second position, that some loans were delinquent, and that NW, LLC
owned 50% of the Graham Square property is entirely false. I recall this

conversation that I did eventually have with Kevin Byrne and it did not occur

B
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in May or June of 2001. [ remember this conversation quite clearly because it
came as (uite a shock to me and T was very angry. | realized I had been
swindled and lied to. This didn’t happen in May of 2001 - it happened in
August of 2001 -- August 9, 2001 to be exact. That date is burned into my
memory. [ distinctly remember thinking about Byrne, “you son of a b*tch,
you stole our money.”

Paragraph 16 Kevin Byrne claims he provided me, Rob Mitchell and
Gary Grendahl with “loan memos” in June of 2001 detailing the status of the
loans owned by NWCLF. No such thing ever occurred. Until they were
produced in this litigation, I had never seen these self-serving “loan memos”
that Byrne apparently concocted. I certainly never received them in June of
2001.  Nor did I receive site plans, floor plans, rent rolls, copies of the
assignments of the deeds of trust or any of the other documents Byrne claims

he provided to me in June of 2001.

In June of 2001, I was still receiving placating promises from Kevin

- Byrne and James Reid. In particular, I received a letter from Loan Holdings,

LLC, signed by Kevin Byrne and James Reid some time in June of 2001, along
with a partial disbursement from NWCLF. Attached hereto and incorporated
as EXHIBIT F is a true and correct copy of the form of the letter that I received

from Loan Holdings, LLC some time in June 2001. I do not recall if this is the
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precise letter that I received (I understand this particular copy was discovered
in documents only recently produced by Byrne), however, it is consistent
with the letter that I received in this time frame and accurately reflects my
recollection of the letter that I received. Based on this letter | believed that
my investments were still safe and that [ would be paid in full.

Paragraph 20 On or about July 9, 2001, Mike Woodell, an attorney

who his a long-time friend of mine, wrote a letter Loan Holdings, LLC
identifying some areas of concern.

In July of 2001, I did not know that essentially all of NWCLF’s assets
(investor money) had been put into a shopping center (Graham Square). Idid
not know that this shopping center was owned by several LLCs that were
50% owned by the members of NW, LLC (Byrne, Coleman, Price, Price and
Reid). I did not know that the loans were all in second (or worse) position
and in default. Idid not know that many of the loans in first position were in
default or would soon be in default. I did not know that the loans owned by
the fund could not be sold in an amount sufficient to repay my investment.
Of note, Woodell’s letter does not include reference to Graham Square. Nor
does it make reference to the fact that the notes were all in second position.
The reason these facts are not mentioned, is because we did not know them at

this time. In summary, I did not know if I had, in fact, suffered any damages

Larson Hart & Shepherd

Attorneys At Law PLLC
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at this point. [ was still under the impression, based on Byrne’s reassurances,
that the fund would be able to liquidate its loans and pay off the investors
(limited members).

Mr. Woodell’s letter is consistent with my understanding at the time:
we did not really know what was going on and did not have any information
about the quality of the loans owned by the fund. Previous efforts to seek
information about the loans owned by the fund had been rebuffed by both
Kevin Byrne and attorney Tom Oldfield. That is why Mr. Woodell’s letter

stated:

We are so concerned that we do not have all the pertinent facts, we
must demand that our accountant, William R. Stevens, be given
immediate access to NW Commercial Loan Fund records to audit the
status of the loan portfolios and bank accounts.

Mr. Byrne claims that I had all this information by this time (he claims
that I was allowed to review “boxes” of loan documents relating to the
underlying loans in June of 2001). If I already had all this information in June
2001, why would my attorney be asking for this same information in July of
20017

Paragraph 21 Shortly after July 16, 2001, I received a letter from Kevin
Byrne. A true and correct copy of this letter is attached as EXHIBIT G. Of

note, this letter indicated that “[w]e are anticipating a second payment out of

the Fund within the next few weeks. That payment will be approximately

Ig Larson Hart & Shepl'xercl
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65 % of the amount of the last check mailed to you.” My understanding at
that time was that our investments were still secure and that | could expect
full repayment. [ did not receive any schedule of loans with this letter. It
certainly was not disclosed to me that all of my money had been invested in
junior deeds of trust (in default) in a shopping center that was 50% owned by
Byrne, Reid, Price, Price and Coleman. This was all part of Kevin Byrne’s
efforts to placate investor concerns. He continued to provide assurances that
the investors would be able to get their money back - as evidenced by this
promise of another disbursement.

Paragraph 23 I met with Kevin on or about July 18, 2001. Kevin, once
again, reassured me that the NWCLF was doing okay and that I should
expect to get repaid in full as its assets were liquidated over time. His claim
that [ was provided access to documents regarding Bob Coleman’s role in this
matter at this meeting is false. Kevin wrote me a letter dated July 19, 2001,

where he reassured me that: “Price et al claims that the fund is in trouble is in

reality overstated and/or Price et al not making capital calls as agreed when

the investment was transferred to them. They are standing in the way of
completing the project and/or refinancing.” A true and correct copy of this
letter is attached as EXHIBIT H. Thus, as of July 19, 2001 I had again received

assurances and promises from Byrne that my investments were safe.

Larson Hart & Shephercl
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6. As set forth above, I did not discover what defendants had done with
the funds invested in NWCLF until August of 2001. This was at a meeting in NW,
LLC’s offices, located in the basement of a building owned by Byrne and shared
with his attorney, Oldfield. Prior to this meeting, I had received repeated assurances
from Kevin Byrne (and Reid in the June 2001 letter) that my investments were secure
and that I should expect full repayment. Requests for documentation regarding the
loan portfolio had been rebuffed and I was told they could not be provided due to
privacy concerns. AsIhad also received a couple of disbursements (in or about May
and June), I had continued to be fooled into believing that the loan portfolio owned
by NWCLF was sufficient to pay off the investors and that my wife and I would get
our life savings back. It was not until the meeting in August of 2001, that I first
realized that I might not recoup my investment and that it might not be secure.

7. In November of 200}, Will Stevens took over as the manager of
NWCLF. On this same day, the fund accepted deeds in lieu of foreclosure from the
Graham Square LLCs - acquiring titlé to the partially developed commercial
property - and all the headaches and problems that came along with it. It really
wasn’t until the Fall or Winter of 2001, that the true calamity caused by defendants
had become apparent. We continued to hope that by leasing out the shopping
center it might be possible to recoup at least part of our investments. To suggest

that I, or any other investor, understood that we had been swindled by defendants

Larson Hart & Sl’xepluer&
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in July of 2001 and that we might not recover our full investments is preposterous.
This is yet another effort by defendants to seek to escape liability for their wrongful
acts on some sort of technicality that Kevin Byrne has manufactured. That cannot be
justice.

8. Mr. Stevens undertook an investigation of the status of this project. I
believe that this took him several months. While this investigation was ongoing, it
was still my hope and belief that I would be able to recover my investments in the
fund out of an eventual sale of the properties. Until it could be determined the
actual status of these properties and this project, it was not apparent to me whether I
was going to be able to recover any of my investments. In other words, I did not
know whether I had suffered any damages as a result of the wrongful conduct of the
defendants (which was gradually being discovered by the investigation of Mr.
Stevens and others in late 2001).

9. Some time after January 11, 2002, I received a letter from Will Stevens,
acting as the manager of NWCLF. A true and correct copy of this document is
attached as EXHIBIT I. Mr. Stevens detailed the results of his investigation and the
possible plans of action. He noted that he had discovered that the loans on the
property were in default and that he was working with the lenders to seek
concessions in an attempt to keep the project viable and afloat. The concluding

paragraph in Mr. Stevens’ letter stated “We have no opinion of the value of the

}g Larson Hart & Shepherd
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collg-lteral of NW Commercial Loan Fund. There is substantial uncertainty to what
amount if any that each investor will recover.” It was not until I received a copy of
this letter (some time in January 2002), that I first had any inkling that my wife and 1
might not recover our full investment. Prior to this time, even after the discovery of
some of the facts in August of 2001, I was under the belief that the limited members
were expected to recover their investments based on a liquidation of the assets held
by the fund.

10.  Even after receipt of Mr. Stevens’ letter, I know that I and other
investors continued to hold out hope that we could recover some or all of our
investments. Will Stevens, Gary Grendahl, Rob Mitchell, Tim Jacobson and others
worked hard for several years in trying to get the Graham project on track and get it
into a situation where it could be profitable or sold for enough money to make at
least partial payments to the various investors. For a variety of reasons, including
the significant debt service that the fund inherited with this project, leasing out the
Graham project was difficult. |

11.  Regarding the actions (or inactions of attorney Tom Oldfield), it is my
opinion that, had he either disclosed the problems with NWCLF early on (March of
2001 or earlier) or withdrawn due to his conflict of interest between NW, LLC,
NWCLF and Kevin Byrne, I and the other investors could likely well have avoided

and/or minimized some of our losses and damages. An extra 5-6 months in this

Attomeys At Law PLLC
ONE UNION SQUARE
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matter would have been very significant.  When the fund inherited the Graham
project in November 2001, it was in pure crisis mode. On the day of the receipt of
the deeds in lieu of foreclosure, NWCLF lost one of the significant parcels to a
foreclosure. This parcel was the tully developed and I believe fully leased out
portion of the center, which would have generated income and would have been the
easiest to sell. There was also soon a pending foreclosure by another bank and
notices of default were flooding in. Pacifica Bank (who loaned .the fund money
based upon the personal guarantees of Byrne and Reid), was demanding payment
and filed a lawsuit seeking to garnish the rental income. From the date NWCLF
acquired the Graham property it was attempting to respond to one emergency after
another. Rob Mitchell, Tim Jacobson and I loaned money to the project to try to
keep it afloat and to give it working capital. It took months for Will Stevens and
others to sort out the status of various leases and other problems with the property.
An additional 5-6 months would have given NWCLF and its investors (including
me) more time to investigate and to seek out possible refinancing. We would not
have been in a reactive crisis mode. There would have been more time to attempt to
work out compromises with lenders and to try to sell the property. As it was, when

the fund acquired the property there was only time to react to the problems and

~demands for payment which were coming in fast and furious. I cannot say that I

would have recovered all of my investment had Oldfield disclosed his conflict (or
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the situation that he had learned from Byrne - his landlord), but I can say with
reasonable confidence that it is quite likely (more probable than not) that [ and other
investors could have limited our damages and most likely have been able to avoid
putting the fund into bankruptey, which resulted in additional costs and added a
layer of difficulty to the entire mess that we inherited from defendants.

I hereby declare under penalty of perjury in the State of Washington that
the foregoing statements are true and correct to the best of my knowledge and

belief.

Dated this _ 4 day of May, 2006 at _ib&/_/ﬁ , Washington.

dydatd

G;«{ry (frendahl

) Loon Hart & Shepherd

ONE UNION SQUARE
600 UNIVERSITY STREET - SUITE 1730
SEATTLE, WA 98101
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OF
NW COMMERCIATL, LOAN FUND, L1

THIS OPERATING AGREEMENT OF NW COMMERCIAL LOAN FUND, LLc (hereafter
"Agreement") is entered into and made effective thig day of April, 1998, executed by the
Member whose signature appears on the signature page hereof, ' ‘

The following terms used in this Agreement shall have. the following meanings (unless
otherwise expressly provided herein): , -

141 "Act" means the Washington Limited Liablh'ty Company Act (RCW Ch. 25.15).

12 "Affiliate" means, with respect to any Person, (i) any gther Person directly or
indirectly controlling, controlled by, or under common control with sych Person, (ii) any Person

. owning or controlling fifty-one percent (51%) or more of the outstanding voting interests
Person, (iif) any officer, director, or general partner of sych Person, or (iv) any Person who is an
officer, director, general pariner, trustee, or holder of fifty-one percent (51 %) or more of

Anterests of any Person described in clases () through (iti). “For purposes of ths definition, the

“direct ir i and policies- of
a Person, whether MEMMWWW%W- ,

1.3 "Capital Account" means the capital accoynt determined and maintained for each
Unit Holder and Limited Member pursuant to Section 9.3. ' .

1.4 “Capital Contribution" theans any contribution to the capital of the Company in
*ash-or property by a-Member whenever made.

1.5 "Cash Available for Distribution" means all cash funds derived from operations of
he Company (including interest received on reserves and other miscellaneous sources), without
eduction for any noncash charges, but Jegs cash funds used o pay current Operating expenses and
) pay or establish reasonable reserves for contingericies, futyre expenses, debt Payments, and other
bligations as determined by a General Manager. Cash Flow shall fot include Capital Proceeds byt

1all be increased by the reduction of any reserve previously established,

1.6  -"Certificate of Formation" means the certificate of form
mpany was formed, as originally filed with the office of the Secretary of State o May 11, 1998,

d as amendgd from time tvm R K g N @ C G P\{



» 85 amended or
perseding federa] revenue [awg
1.8 "Compauz" means "NW Commercig| Loan Fung, LLC "
1.9 “Companz Minimum Gain" has the same i
minimym gain"

in Regulation Sections 1,704-

L10  "Deficit Capital Accopn¢" means with respect to any Member, the deficit balange,
if any, in.such Member’s Capital Account g5 of the end of the taxgbje year, afte
the following adjustments: ’

I giving effect to
(@ credit to such

Capital Account any amount that Member j5 obligated
Mpany under Regulation Section 1,704-1 (b)(Z)(ﬁ)(c),
thereto pursuant to the next to last sen

as well as any additions
tences of Regulation Sections 1.704-2(g)
(D) debit to such

(1) and ()(3); and
Cépltal Account the items described in Regulaﬁon Sections
1.704-1(b)(2)(ii)(d)(4), (%) and (6).

“the Act, but shall ot include any rip
- 8, the right to vote on, co

1.12 "E—QIMC\IWM" means the owner of an Beonomic Interest who s not
a Member.

1.13 "Entity" means any .general partnership, limited partoershj
company, corporation, joint ventyre

1.14  "Limiteq Economic Intepegt! means the interagt conferred upon 4 holderof 5 Limited
Membership Unit(s) in the distributions and other economic interests in the Company byt shall not
include the right to vote on or consent to certain acts of the Company as conferre upon Limited
Members in this Agreement. . :

L5 "Limited Memper
Unit,

neans each Person who jg the-holder of 4 Limited Membership

L16  "Limiteq Membership Unj¢ means the Units pelq by a Limited Member iy
iecordance with Artiele 7



-

117 "Limiteq Membership Interest" means all of a Limiteq Member’s share of the

distributions of the Company's assets 5 Limited
accordance with his or her Limited Membership Unit(s) and the right to vote gp certain events as

| Specifically set forth in this Agreement.

1.18 "Majority Interest” means, at any time, mgre than fifty percent (50 %) of the then
outstanding Units held by Members. .

‘1.19 "Manager" means N W LL.C. and/or any other Person Who may become a

. Substitute or additional Manager as provided in Article 5.

122 "Member Minimum Gain" s the same meaning as the term "partner nonrecourse

debt minimym gain" in Regulation Section 1.704-2¢i).

123 "Member onrecourse Deductiong" has the same meaning as the term "b'artnér
lon Sections 1.704-2(i)(1) and (2). The amount of Member

Donrecourse deductions™ jg Regulati
Nonrecourse Deductions for a Company fisea year shall be determineq i accordance with

Regulation Section 1.704-23)2). -

1.24  "Minimum Portfolio Capitalization" shall mean the minimum capitalization required
to be held by the Company as cash and Mortgages as 4 condition precedent ¢ ¢he bayment of the
Member’s residual participation Pursuant to paragraph 11.1. The Mini Portfolio italizatj
shall be calculated g 1.15 multiplieq by the sum of aJ Members’ Adjusted Capital Contributions

to the Company and aff accrued but unpaid Yield

125 "Net Profits" and "Net Losses" shall have the meaning aseribed to thoge ferms in- -

Section 10,5,



1.26 "Nonrecourse Deductions" has the meaning
/7 2(b)(1). The

amount of Nonrecourse Deductions for a Cop
pursuant to Re

set forth in Re
gulation Sectiop 1.704-2(0).

gulation Section 1.704-
npany fisca] Year shall pe determined
127 "Nonrecoyrse Liability" has tpe meaning set foreh jp, Regulation Section 1
——urse Liability '

2(b)(3).

704-

1 ect to any Unpjs Holder the Percentage -
determined baged upon the ratio that the mypper of Units held by sych Unit Holder beagg to the total
Bumber of outstanding Upits, .

129  "Papgont means any individual or Entity, and the heirs, executors, administrators,
legal representaﬁves,'successors;and assigns of such "Persoqn" Where the contaxt 50 permits,
130  "Regulations" includes Proposed, temporary and - £,y Treasury regulations
Promulgated under the Code and the ¢q

Iresponding sections of any regulationg subsequently issued
t amend or supersede such regulations, .

1.31 "Reserves" means, with respect to any fiscal period, funds 8¢t aside or amoypeg
. allocated during such period t Iéserves which shall pe maintained jn amounts deemed sufficient by
the Manager for working capital and ¢o Pay taxes, insurance,
 incident to the ownership

debt service or other costs or expenses
Or operation of the Company’s business.

| 132 'Ung Holder" meang g Person who js 4 Member or who holds a5 Economic Interest
_ _butisnot Member.

is Agreement as reflected in
the units of Limited Membership issued to
Company from time ¢ time, stg
of one unit per $1.00 of Adjusted Capita] Contributions,

ted at a vape

1.34 "Yield" means the adjustable preferred cumuylative rate of re
Members shal] pe entitled, calculated as 5 Ppercentage of imj

Contribution (as defined herein), ang defined Initially as 225 basis points jp

Coupon Cash Flow Yield applicab iti

from time to time in the Wall Stre

Y adjustment and
al Managers, without the necessity of amending this
agreement, upon 90 days advance writte notice by the company to the Limiteq .

ARTICLE 2 -- FORMATION oF COMPANY

2.1 Formation, The Company wag formed on the 11th day of May, 1998, when the
' ation was execyted and filed with the office of the Secre
Ccordance with and Pursuant to the Act,



A

-+ other-obligattons sscured by mortgages or deedy of trust or in real
. _finaneial i
powersneccssaxyor

2.2 Principal Place of Business, The principal place of business of he Company sha]]
be 7610-40th Street West, PO Box- 64176, University Place, Washington 98466-0176. The
Company may locate its places of business at any other place or Places a5 the Manager may from

time to time deem advisable

2.3 Registered Office and Registered Agent. The Company’s initig] registered agent
e . ) . . Llows:

Name Address
- Robert J. Coleman 7610 40th Strest West
Post Office Box 64176

University Place, WA 98466-0176

' business of the Company shall pe 1o Invest, reinvest.and trade i Promissory notes giyg
" ' estate contracts

all_such s:ic—Telerred—to—g 54508 ), g €Xercise ;
advisable which may be conducted by a limited liability company
Organized under the Act.
ARTICLE 4 - NAMES AND ADDRESSES OF MEMBERS

The names and addresses of the Members are set forth on attached Schedule 1, as amended
to time.

or restated from time |
ARTICLE 5 - MANAGERS; RIGHTS AND D

5.1 Management,

as the Manager(s) may from

Bxcept as otherwige expressly provided: in-thig ‘Agreement, the -




take any actiog permitted tg pe taken by the
/) Managers ig expressly requited by this Agr
the foregoing, the Manager shaj have pow

Managers, unless the
eement or the Act, Wi

er and authority, op behalf of the Co

5.1.1 to solicit and evaluate Mortgages for Investmentg
A 512 o acquire Mortgages from any Pergop Or Entity as the Manager pa
determine; and the fact that the Manager or 5 Member is an Affiliate of Such Person or Eatity shal|
not prohibit the Manager from dealing with tha¢ Person or Entity;

- 5-1.3 to manage 4 day-to-day business wit; Limj
Limited Economic Interests including

ted Members and/or holders of
Membership Interest.

the payment of the Yield anqd redemption of any Limited

S.1.4 to invest Company fands i ime deposits, short-term 8overnments] obligations,
commercial paper or other short-term investments o .

b
b

Unless authorized ¢, do s0 by

.

this Agreement or by the M €, 10 Member, employee or
other agent of the Company shall haye any power or anthiority t, bind the o 2y in any way, 1,
Pledge its credit or to render it ligpje for any purpose, ‘



Manager and in the best interest of the Company; provided that such aet of omission did pot
constitute fraud, misconduct, bad fajt Orgross negligence, The Company shall indemnify and hold

of the Company’s interest without relieving any such Person of liability for fraud, misconduet, pad
faith or ' gross negligence.  No Member shall have any Personal liability with respect to the

satisfaction of any required indemnification of the above-mentioned Persong.

anty if it is determined that such Pergon is not entitled to indemnification

" 5.4 Removal, At g meeting called expressly for that putpose, the Manager may be
ive vote of the holders of 5 Majority

Interest. The removal of a Manager who is alsg 2 Member shall not affect the Manager’s rights as

5.6 Right to Rely on the Manager, Any Person dealing with the Company may rely
(without duty of further inquiry) upon a certificate signed by any Manager as to the identity and
authority of any fepresentative or other Perso to act on behalf of the Company or any Member,

ARTICLE 6 - RIGHTS AND OBLIGATIONS OF MEMBERS

6.1 imitation of Liahility, Bach Member’s liability shall pe limited as set forth in thig
Agreement and the Act, :

6.3 Approval of Sale of AJ] Assets. The Company shall not sell, exchange or otherwise
lispose of all, or substantially all, of jts assets without the affirmative Yote of the holdets of two-

hirds of the Unjts held by Members,



6.4 Iuspection of Regorgs, Upon reasonable Iequest, each Member shall have the right
to inspect and COpy at such Membey’s expense, during ordinary business hours e fecords required

to be maintajned by the Company pursuant to Section 2.5

6.5 No Priority anq Return of Capital. Bxcept ag expressly provided iy Articles 7, 10
or 11, no Unit Holder shall have:priority oyer any other Unit Holder, ejther 45 1o the retury of
Capital Contributiong Or as to Net Profits, Net Losses or distributions; Provided, that thjg Section

y ’ .

6.5 shall not apply to loans made by a Member to the Company,

g Limited Membemhip Unit(s), A Limited Membership Unit js the interest owned by

a Limited Member as set fortp i this Agreement. There are hereby createq 20,000,000 Limitsq
Membership Units. Bach Limited Membership Unit shall be available for sgle by the Company only
in compliance with State and Federal securitieg [ayyg, Bach Limited Mempey and each of his or per

Limited Membership Units shall be restricted iy Such’a manner to comply with regale and transfer
Testrictions placed on [ike securities by applicable State and Federal |aw.

~ 7.2.1 Fractional Limjteq Membership Unig, Notwithstanding ¢ foregoing, the
Company may not sell fractions of 5 Limited Membership Unit, :

| 7.2.2 Consideration,
o more or less than One Dollar ($1.
to the Company .



, : 7.4 Liability for Company’s Obligations, Lﬁnited Members g4 the holders of 5
!/) Limited Economije Interest shail o be bersonally liable for any debts, obligations o liabilities of
the Company beyond their Tespective Limited Membership Upitg. Limiteq Members gy not be

liable a5 4 Member for Capital Contributiong.

7.5 Approval of Sale of AJ] Assets, The Company shyj not sejl, exchange or otherwise
dispose of all, or Substantially al, of jt assets without the affirmative vote of Limited Mempers
* holding 4 majority of the Limited Membership Units. : -

7.6 Priority and Retury of Capital,

. 7.6.1 Priority, Ip e event of any liquidation, dissolution of winding up of ¢is
Company, whether voluntary of Involuntary, Limited Members ang the holders of a Limijed

" Beonomic Interest shall be entitleq to be paid before afty sums shall be pajd or anly-assets distribuygad
to or among thé Members or Beonomic Interest Owners oyt of the assets of thig Company ayailapre
for distribition-to Members or Economic Interest Owners of this'Cy,

- capital or ea.mings,‘ the sum of $1.09 for each Limiteq Membership Unit, plys aly unpaid Yielq

related to such Limited Membership Unit, If the assets of thig Company are Insufficient ¢o permit
Economic‘lnterests as provided

Payment in full to the Limiteq Members or the holders of Limiteq
in this Section 7.7.1, then the eatire assets of thig Company available for distribution shall be

buted ratably among the holders of
Bconomic Interests, - -

Litnited Membership Uit and the holders of I jmjgeq

7.7.1 Yield. The Company shalf pay quarterly oyt of funds or assets of this
- Company legally available therefore, with respect to Limited Membership Upj¢g or Fractiong]
ip Units in an amount, jn the aggregate for | Limited Member Units, equal to

Limited Membership
the lesser of (1) 99% of the Company’s cash available for dlstribution, or (2) a C‘umulative

Preferred Adjustable Annual Yield (the "Yield ") compoundeqd and payable quarterly, calculated g5
Limited Membey’s Adjusted Capital Contribution a4 defined in thig Operating



)

Unit(s) equal in value to the Yield otherwige payable in liey of Paying the Yield ip cash pursyant

to Subsection 7.8. 1.

7.8 Redemption, The Company may, at any time upon 30 days notice ¢o the holder of
the Limited Membership Unit, redeem all or 4 portion of the Limited Membership Unit by paying
to the holder of the Unit a sum equal to $1.00 for each Limited Membership Unit.

7.9 Priority - Limitations op Distributions. The Company’s obligation t myke

distributions in accordance with gy, Section 7 is subject to R.C. W, 25,15,93s, which prohibits e
istribufi ime-of the distribution,

the assets of the Company,
which the recourse of creditors is limited shal pe ude h
Company only to the extent that the fair value of that property exceeds that liability.

7.10  Distributions Cumulative, Notwithstanding any Provision in thig Article 7 or
elsewhere in this Agreement, any Yield which becomes due to 3 Limited Member and is not paid
accummlate and shall pe Payable, as to each quarter installment not paid, at the enqd

“when due shall
of the first quarter when the ‘Company could, as of such quarter-end, pay such unpaid accumuylated
Yield without violating Section 7.10 abgve or RC.W, 25 15.235. The Company shajy not make
a distribution’ to the Members untit such time as all Yield, 1nghding any accummlated Yield, shalj
e ‘ imi in"respect o
their Limited Membership Unit(s)
7.11 Transferability

Agreement,

, 7.11.3 Limited Economic Interest. A Person who receives a Limited Membership
Unit or Fractiona Limited Membership Unit without compliance with Artigle 13, whether by

voluntary transference or gift or by



_ _Company,

Interest until such time g5 such Person fully complies with Article 13 ang receives the consert of
the Members of the Company. .

7.12 Voting, Except as expressly provided elsewhere iﬁ this Agreement of by law, a
Limited Member shay] have no right 1o patticipate i the Mmanagement of the Company or 16 yote
On any matter subject to vote of the Members of Unit Holders of the Company_ : "

holders of Limited Feonomig Interests shall be entitted (o 5 distribution of the agsetg of the Company

* prior to any distribution to any Member,

8.1 Annual Meeting., The anmy, Ineeting of the Members shall be held on ¢he second

-'Ihesdayoflulyof andeveryyear,oratsuchotherﬁmeassbaubedetermmedbytbe

Members, for the purpose of the transaction of such business a5 may come before the meeting,

8.2 Special Meetings, Special meetings of the Members, for any putpose or Purposes,
may be calied by the Manager or by Members holding at jagst ten percent (10%) interagt in the




either Personally or by mail, by or g the direction of the Manager or the Member calling the
meeting, to each Member entltled to vote at guch meeting. If majleq, Such notice shaj| pe deemed
to be delivered two calendar days after being deposited in the United States Mail, addresge to the

Member as specified in Article 2, with postage thereon prepaid.

8.6 Record Date. por the purpose of determnﬁng Memberg entitled to notjce of or to
vote at any meeting of Members of any adjournment thereof, or Members entitled to recejye
Payment of any distribution, the date o which notice of the Ineeting is mailed or the date on which

¢ resolution declaring such distribution ig adopted as the case may be gy be the record date for

th .
such determination of Members, When a determination of Members entitfeq ¢ Vote at any meeting
of Members has been mage as provided in this section, such determination shall apply ¢, any

ore than sixty (60) days, , dj
meeting, a notice of the adjourned meeting shall be given (o each Member of récord entitled to vote
at the meeting. At such adjourned meeting at which a quorum shajf be present Or represented, -any

business may be transacted which might have been transacted at the meeting a5 originally notjce,
" The Members. present at a duly organizeq meeting may continye ¢ trausact business upsif

adjoumment, notwi
would cause less than a quorum, ' |

8.10 is effective when all Members entitled to vote theregn have signed gycp Cconsents, unlegs such

[

i1y a different effective date. The record date for determtmng Members entitled to take
action withouyt 3 meeting shall be the dgte the first Member signs a congept.



ARTICLE 9 .. CONTRIBUTIONS TO THE COMPANY

AND CAPITAL ACCOUNTS
9.1 . Members’ Capital Contributions. Bach Member shall contribute such amount a5
is set forth in attached Schedule 1 as such Member’s share of (e IS’ initial Capital
Contribution

. Members and the Company, and no such Person shall under any ¢ have any righy ¢,
compel any actions or Payments by the Members, ‘ ’ '

9.3 Capital Acéounts.

maintained for each Unit Holder throughout the term of the Cdmpany in accordance with the ryles
of Regulation Section L.704-1()(2)(iv) of the Treasury Regulationg Promulgated under the Internal
Revenue Code of 1986, as amended. Each Unit Holder’s Capital Account will be increased by a)



paid or there remaing Praperty of the Company sufficient to pay them. A Member, itrespective of
1€ nature of its Capital Contribution, hag only the right to demang and recejve cagh i return for

AR'I_'ICLE; 10 - ALLOCATIONS oF NET PROFITS AND LOSSES
10.1 Aﬂocatim\i of Profits and Loss ang Distribution of Cash Flow.

S -10.1.1 Net Logses shall be allocated one percent to the Mempers to be allocated in
accordance with Paragraph 4.5:1, and 99 percent to the Limited Members, collectively, to pe
allocated among them in accordance with paragraph 4.5.2,

. T 1012N’q’tProﬁtssballbeaﬂocatedonepementtotheMembers,tobe'allocate‘diu

V. . 99 percent, or

" Members collectively, : 5.2, a
aly remaining Cash Avaiiablg for Distribution shall be allocated and distributed, after redemption

- 10.3 . Distx'it;ution and Liquidation of Interest Holder’s Interest. In the event of g
(distribution to an Interest Holder in liquidation of his interest in the Company which does not regy; .
in, or is not 4 part of, a liquidation of ¢he Company under Article 7.2: - - -

10.3.1 All of the assets of the Company including withoyg limitation the goodwill

and/or going concern value of the Company, shall be deemed to be sold at thejr then fair market



3 value and the Capital Ac

count of the Interest Holder receiving the quuidaﬁug distribution shal pe
adjusted in accordance with Article 3.7 to reflect such sale. ‘ '

10.3.2 Liquidating distributions in cash shall be distributed
to such Interest Holder in aceord

ance with such Interegt Holder’s positiye
after adjustment in accordance wj

with paragraph 3.7 and i accordance
Treasury Regulation Section 1.704—1(b)(2)(1'1’)(b).

» (o the extent possible,
Capital Account balance

with the requirements of

ﬁscal peﬁOd duri : ] del'm the (jompany, sub]ect’ hOWev ,
Section 706(d) of the Code,

10.5 AHOca_tions Among Interest Holders.

10.5.1 In the even there is more
collectively, shall be allocated to each Member

than one member, all allocationg
the time of such allocation.

to the Members
in accordance with that Member’s

percentage as of

Limited Members in accordance with the percentage, to be determined at the tifne of such
equal. to such Limited Member’

5 adjusted capital contribution divided by
Member’s adjusted capital contributions

C 10.5.3 Withholding. Al amounts required to be withheld
of the Code or any other

Provision of federal, state, or local tax law shall be tr,
actually distributed to the affected Interest Holders for all

10.6  Liquidation and Dissolution,

10.6.1 If the Company ig liquidated, the assets of th
Holders in accordance with the

e Company shall he distributed
taking into account the

balances in their respective Capital Accounts, after
allocations of Profit of Loss pursuant-to Sections 4,1.0r 4.7,

10.6.2 No Interest Holder shall be obligated to restore a Negative Capital Accoun.



o

- aterially affect distributions

10.7  General.

. 10.7.1 Except as otherwise provided in this Agreement, the timing and amougy of
all distributions shall be determined by the General Managers.

Profit or Loss for each unsold asset shall be

market value, and the Profit or Loss shall be allocated as provided in Section 4.2 ang shall be
Properly credited or charged to the Capital Accounts of the Inerest Holders prior to the distribution

of the assets in quuidaﬁon bursuant to Section 4.4,

Company’s tax c;)unsgel, to amend this Article IV ¢o C
Promulgated under Section 704(b) of the Code; provided, however, that no amendment shall

ARTICLE 11 ~ DISTRIBUTIONS
11.1 Qash Distributions.

11.1.1 Nonliquidating Distributions, Distributions of Cash Availablé for
Distribution, other than distributions in liquidation pursuant ¢o Section 11.1.2 shall be made pursuant

ta Article 10, above.,

11.1.2 Distributions in Liquidation. Notwithstanding Section 11. 1.1, distributions
in liquidation of the Company shall be made o each i i i

Non-cash assets, if any, shall be distributed in a manner that

reﬁects how cash proceeds from the sale of such assets for fair market vajye. would have been
distributed (after any unrealized gain or loss attributable to sych Don-cash assets has been allocated

among the Unit Holders in accordance with Article 10). -

11.2  Distributions in Kind.



distribution or allocation to any Unit Holder shaj] be treated ag
) Holder pursuant to this Article 11 fo

12.1 Accounting Principles. The Company’s books and records sha] be kept, and jts
Income tax returns prepared, under such permissible method of accounting, consisten applied, as
the Manager determines i in the best interest of the Company and its Unit Holders

12.2  Interest om and Return of Capital Contributions, No Unit Holder shaj be entitled
to interest on its Capital Contribu_tion Or to return of its Capital Co

( ntribution, except as otherwise
“Specifically provided for herein. _

123  Loansto Company. Nothing in this Agreement shalj prevent any Unit Holder from
making secured or unsecured loans to the Company. ‘ :

12.4 Accounting Period, The Company’s accounting period shall pe the calendar yeqr,

-5.1 A current list and past

 list, setting forth the ful]

__— name and last known mailing
address of each Member, Eeonomic Interest Owner and Manager; , :

12.5.2 A copy of the Certificate of Formation and all amendmepys thereto:

12.5.3 Copies of this Agreement and aj amendments hereto;

12.5.4 C‘opies of the Cdmpany’s federal, state, and local tax returns and reports, ff
any, for the three Imost recent years;



12.6 Tax Matters Partner.

e "tax matterg partner" of the

Company for purposes of Code Section 6221 et seq. and corresponding provisjong of any state or

local tax Jaw.

12.6.2 Expenses of Tax Matters Paﬁner; Indemniﬁcaﬁon. The Company sha1|-

indemnify and rejmburge the tax matters partnér for g reasonable expenses, including legal and
accounting fees, claims, liabilities, losses and damages incurred in connection with any
i Iders attribytaple

Bxcept as otherwige expressly provided to the contrary in thig Agreement, ] elections
permitted to'be made by the Company under federal or state th i
his sole discretion,

ARTICLE 13 — TRANSFERABILITY

13.1 . General. Bxcepi as otherwise expressly provided in thig Agreement, nejther a
Member nor an Economic Interest Holder shall have the right to; :

13.1.1 sell assign, transfer, exchange or otherwise. ttansfer for consideration,
(collectively, "sell" or "sale"), : o

operation of law, except in the case of bankruptcy (collectively "gift"), all or any part of his
: y

‘Membership Interegt-or Beonomic Interest. Rgch Member-and B
acknowledges the reasonableness of the restrictions on sale and gift of Membership Interests imposed

by this Agreement in view of the Company’ |
nomic Interest Owners, Accordingly, the restrictions on sale and gift contained herein shal] pe

specifically enforceable. In the event that any Unit Holder nledone e . ..




his Membership Interest of Economic Interest a5 security for r_epaymeﬁt of a liabﬂity, any such
pledge or hypothecation shall pe made pursuant to 4 pledge or hypothecation agreement that requjres

the pledgee or secured p

13.2 First Refusal Rights.

Datice to the other Unit Holders and the Manager of jts intention to 5o trangfer such Interest, Sych
‘notice shall set forth the complete terms of the written offer to purchase and the Dame and address

of the proposed third party purchaser,

13.2 EIving written notice to the other Unit Holders and the within ten (10) days after
such notice from the selling Unit Holder. The failure of the Unit Holder to 50 notify the other Unit
Ire to exercise its first refusa said ten (1

' Within ten (10) days after expiration of -
' Paragraph, the Manager shall notify those Unit H




under this Section 13.2, then the selling Unit Holder shall not be entitled to complete the sale to
such third party purchaser an] the selling Unit Holder’s Units shall continye ¢ be subject to the

rights of first refusal set for, in this Section 13.2 with respect to any proposed subsequent trangfer,

puiposes; and .
‘ - 13.2.3.4 assyre compliance .with aay applicable state and federal laws,
including securities law and regulations. .

. the Manager against any and all Joss, ‘"
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