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The small business owner victims of the Norvegence scam told their stories to every

conceivable state and federal agency. The story is the same.

Norvergence, a telecommunications provider, found their names through D&B. Calling
and writing small business targets with AAA credit, Norvergence salespeople explained
that they were partners with Qwest and Nortel, that Norvergence was a pilot project, and
that they were simplifying phone and Internet services into one discounted bill. Michael
Green, Norvergence Class Action, Lead Attorney, states that the Norvergence web site
and its salesperson “pitch script” cited promises to “reduce costs 20-40% all through a
Nortel engineered proprietary technology, the ‘Matrix’ box. You just had to sign up for
the Norvergence ‘Total Solutions Proposal’ with an agreement that bundled

telecommunication services and equipment into a monthly fixed cost for 5 years.”

Searching for www.norvergence.com on the www.waybackmachine.org web site, one

finds all copies of the Norvergence web sites going back to 2002 festooned with Nortel
and Qwest “partnership program” logos of endorsement. Eleven thousand leases, 11,000
“lessee” victims, and $200 million invested by leasing companies later, Norvergence’s

bankruptcy June/July 04 completely halted the only phone and Internet services these



small businesses had. It frequently took months of being “down” before getting
reconnected again with IT-T1 services.

Instead of paying one bill from the first invoiced month, as Norvergence promised,
lessees paid two bills for the phone services that they, for the most part, received for one
year. The cost was determined not by equipment but by the history of that small
business’s phone bills. In my case, the Norvergence comparison of past monthly
telecommunications costs and their offer created “0” savings. For me, the attractions were
a consolidation of many service bills into one and the extra Internet bandwidth. (See
illustration on page 267 of my ELA report).

Why has the Norvergence Fraud Case gained such notoriety, as compared to other
Leasing industry scandals? Andrew Alper (Monitor, April 2005) posits that the reason for
this high profile coverage is “the involvement of the government authorities.”

Mr. Alper complains about the FTC’s “blurred distinction” between “commercial and
consumer transactions,” which he states has “different statutes and laws.” However, if
Mr. Alper had called Randy Brook, FTC attorney and author of the FTC document, Mr.
Brook would have told him it is “the FTC Act,” the law that governs FTC, that “makes
no distinction between the commercial and the consumer.”" He also would have
explained that he and other government agencies got involved because “there were so
many injured customers, and they were very vocal. All were small businesses, including:
non-profits, churches, government entities, even a Girl Scout Troop have had lots of harm

iVas

done.

Michael Green, Norvergence Class Counsel insists “it started with the collective voice of
the lessees that in an exquisite example of modern-day grass root advocacy rose up from
their 11,000 affected small businesses to uniquely find each other and be organized in a
way only the Internet can now allow. This translated into dedicated online forums, lessee
sponsored websites, attorney networks, government agency action and the filing of 6

class actions nationwide.”



My point is not to single out Mr. Alper or his article’s errors and untested assumptions,
but to cite him as an example of the industry’s tendency to rely on documents and each
other’s counsel rather than speak directly to those with differing views. This phenomenon
perpetuates errors and incomplete information. Embarrassing facts would be revealed by
outsiders, not by those who purchased the Norvergence portfolio. The ancient dictum,
“Keeping your enemies closer than your friends,” apparently is not followed in the

leasing industry.

Like miners’ canaries, outsiders’ complaints can provide lifesaving warnings and much
needed information for the entire leasing industry—especially in a time of crisis.

It is as an outsider that | approach the industry, having examined a thousand documents
and spoken to over 100 experts, including industry authorities in FASB 13 lease
accounting and insurance, and white collar crime investigators and enforcers.” | examine
the leasing companies’ role in the Norvergence scandal through the lens of Bank Fraud,

Accounting Fraud, and Insurance Fraud.

l. Bank Fraud: “Lease Flipping”

A senior IRS Criminal Investigator, a veteran from the 1980°s Savings and Loan disaster,
upon hearing the facts of the Norvergence Leasing case, said, “this sounds like bank
fraud. Land Flipping. I’d call it Lease Flipping.” With this interview, a new category of

fraud was coined.

At the heart of a land or property flipping scheme is fraudulent valuations cited within
paperwork that allows cheap land to be purchased and sold again, only days apart, at an
extraordinary increase in price. The inflated value, of course, has nothing to do with real
costs or appraised worth, but nonetheless is used as the basis for a bank’s funding of a

loan.



This same flipping structure that allows a banking transaction almost instantly to confer
high value to property that was of little value two days beforehand, aptly describes what

happened in the Norvergence scam.

Phone and Internet services, were fraudulently labeled “equipment.” Once masquerading
as “equipment,” telecommunications services only then were able to be placed into a
banking conveyance of five-year term “equipment leases” as Leasing Companies do not
lease services. The fictional “equipment leases” were approved for funding by leasing
companies officers, within the context of their larger vetting and acceptance of
Norvergence as an “equipment” vendor. Leasing companies drafted these “partnership”
or “master lease program” contracts, and often charged Norvergence fees to do their due

diligence on Norvergence and the equipment.

Forget that the main named stockholder of Norvergence was part of a recent major
telecommunications company bankruptcy, or that Norvergence was a
telecommunications start-up company service provider, in which financials showed
principals invested only a diminutive $250,000 cash stake. The Leasing
Company/Norvergence deal allowed unfunded Norvergence leases with equipment that
cost $200 to $1550 to be flipped to leasing companies, or “assignees,” in two days at an
increase ten to one hundred times the original equipment cost. Leasing Companies
profited from the high volume of Norvergence “equipment lease sales” and their high

interest rates.

Norvergence made no cash investment in any lease, and with $1550 underlying the paper,
almost instantly received from $10,000 to $200,000 per lease for identical equipment
descriptions. What in reality was a portfolio of $17 million maximum value, was funded
and booked by leasing companies as over $200 million, invoiced as “equipment cost.” As
in the known land-flipping schemes, such a lease-flipping scheme that instantly ratchets
up valuations, also without a basis, are bound to fail--leaving numerous lessee victims, as

happened in Norvergence.



The Norvergence Lease Flipping Scheme Unfurled

The essence of the Leasing Company/Norvergence “vendor partnership programs”

prescribed Norvergence to be a “straw-man” lessor with no investment in the lease and
$200 or $1550 equipment underlying the paper valued from $10,000 to $340,000 only
after the flipping to leasing companies portfolios. Once Leasing Companies checked a

prospective lessee’s credit, a lessee credit approval or decline was issued to Norvergence.

The contract between Norvergence and Leasing Company next dictated, in most cases,
that Norvergence in a “private label” agreement signed the Equipment Lease Agreement

with lessees, in Norvergence’s own name, only in behalf of leasing companies.

This truly strange Leasing Company convention of “private label” contracts works
diametrically opposite to the normal marketing concept. Instead of funding an
arrangement where they buy a product and permanently “brand” it with their own name,
as in a normal private label marketing device, in the equipment industry, the practice can
be used to hide one’s name instead.

Leasing Companies here, only reserve the right to “brand” and keep the Norvergence
name on the lease to cover the two days between the lessee and Norvergence’s signing of
the lease (or the Leasing Companies, with power of attorney signing for Norvergence),
and when, two business days later, Norvergence as lessor “assigns” the lease to Leasing

Companies.

Leasing companies’ hidden ownership served to deceive Norvergence customers, who
would have been alarmed to learn that the document they signed meant two payments per
month instead of one, as promised, and that the lease was not with Norvergence, or their
“partners” Nortel or Qwest, but contractually bound them to Norvergence’s vendor or

master lease “partners,” mostly big leasing companies.”!



This preplanned and contractual sequence of transactions from original lessor
(Norvergence, who never funded the lease and only signed it in their name in behalf of
leasing companies) to “assignee” (the leasing companies) placed leasing companies in the
plum position of “holder-in-due course.” As holder in due course, leasing companies
strategically position themselves in the ultimate status and power for collection from any
defaults from lessees “come hell or high water.”

Most of these Leasing Company/Norvergence “Master Lease” contracts specify that
Norvergence, who started the lessor transactions circle with ownership of a $200 or
$1550 piece of equipment, buy back the boxes from the Leasing Company for $1 or $101
at the end of the 60 month term.

CHART

The Lease Flipping Steps: Norvergence as “Straw-Man” Lessor

1. Leasing Companies (LCs) and Norvergence sign vendor “partnership” or
“Master Lease” agreements that stipulates due diligence of vendor and equipment,
and Private Label Agreements. Conditions and steps to be taken by both parties
are fully outlined. LCs are the drafting attorneys of the agreement. Norvergence is
often required by LCs to pay them a fee for processing the LC/Norvergence
Master Lease contract (for example, $5,000, to be refunded only after the first
million dollars in lease sales). Once LCs approves Norvergence’s credit, a
monthly lease volume program target is set (for example $1,000,000 per month,
with a first year limit of $12,000,000). The LCs in most cases take title of the
equipment, and /or the contract specifies that Norvergence buy back the
equipment ($1 or $101) from the Leasing Company at the end of the 5-year term.
Norvergence, in one example, was able to track its “Vendor Portfolio” through
“CIT Digital Edge” online service under a category, “Equipment Funding.”

2. Norvergence begins submitting to LCs lessee credit applications. LC

processes all individual lessees’ credit applications for Norvergence and approves



or declines. A Norvergence service contract, with two Nortel logos at the top, is
signed by the lessee. The service contract, in contrast to the ERA with its set 60-
month “rental fee,” makes no mention of monies. The only exceptions are when
cell phones are part of the service; a monthly cellular access fee (such as $15.99
per handset per month) is then specified.

3. For approved applications, Norvergence has a 5-year “Equipment Rental
Agreements” (ERA) signed by the Lessee, and signs themselves (or the leasing
company, with power of attorney signs on Norvergence’s behalf). However, the
Private Label Agreement stipulates that this lease is in Norvergence’s name only,
and it is actually the LC’s lease. The “Norvergence Lease,” in name only, is
unfunded except for Norvergence’s equipment cost of $200 or $1500.

4. Norvergence next sends LC: lessee signed Delivery and Acceptance
Agreement (D + A), signed Equipment lease (ERA), equipment invoice and spec
sheet at 10 to 100 times the cost. (For example, CCL’s due diligence report, done
10/03, confirms they knew the equipments’ inflated value on the ERAS was in
steep contrast and had no relationship to the actual “Suggested Retail Price”
[SPJ)).

5. According to most Master Lease or Vendor Partnership Agreements, a
lease is required to be funded by LC within two business days of Norvergence’s
submission of documents cited in #4 above. (For example, “Dolphin shall, upon
satisfactory verification with lessee, pay to vendor the invoiced equipment cost of
the lease transaction™). LC funds lease as 2™ leaseholder and “arms length,” 3"
party “assignee” at 10x — 100x original equipment cost. The lease flip makes the
total 17 million dollar Norvergence portfolio worth over 200 million dollars on
paper in less than 2 years.

6. FASB 13, EITF 00-21 requirement for proper valuation (using specified
methods of Vendor Specific Objective Evidence [VSOE]), separate allocation of
services versus equipment costs and correct timing of earnings, is not done either
by Norvergence, or LCs as third parties. Insurance charges and profits, insurance
loss claims; personal property tax billing, collection and payment; and sales tax
collection and payments are all based upon fraudulent equipment valuations of



Norvergence equipment, its Matrix boxes. The monthly cost of the Equipment
Rental Agreements was determined solely from the lessees’ prior history of
service costs for their monthly telecommunications service (e.g. landline phone,
cell phone and Internet access). Phone, data and cable taxes for IT at the state and
federal level are neither collected nor paid by Norvergence or Leasing
Companies.

7. Most Norvergence /Leasing Company contracts describe a sequence of
steps which form a closed loop. The steps started with Norvergence buying $200
or $1550 equipment, and now end here with Norvergence either still owning the
equipment or with their buying back the equipment from LCs for $1 or $101 at
the end of the 5-year lease term. (“Invoiced cost” for this same Norvergence
equipment also “stepped up” its $200 or $1550 value to a range $10K to
$200,000K plus, 2 business days after Norvergence’s purchase).

Where is the bank fraud? Ada Focer, in her article, “Flip, Flip, Flip, Flop (Property
Flipping and Mortgage Fraud),” (NHI: Shelterforce Online Sept./Oct. 2000), in a section
titled, “Price versus Value,” states that “flippers claim if someone is willing to pay this

much. That is how much it must be worth.”

However, truthful valuations in bank funding transactions are the basis for correct
calculations of risk, and determine the amount of loan loss reserves. Front-loading 5
years of services, with only $200 and $1550 in equipment in leases and funded by LCs
for 10K to well over 200K is a wholly different and greater level of risk than leases with
equipment whose Fair Market Value (FMV) or Vendor Specific Objective Evidence
(VSOE) value is 10K to 200K at lease inception.

Therefore, it is completely false for leasing companies to declare Norvergence Leases as
“only a purchase of income streams,” as if one income stream is simply neutral and
interchangeable with another. Given a lessee with equal credit and interest rates, the

income stream whose basis underlying the paper is “non-rendered services” that are



front-loaded 5 years ahead of delivery, is not the same income stream of a lease with real
underlying equipment values at actual FMV or VSOE paid over a 5-year term.

Need I say, if it were Hoyle for banks to freely fund and book leases whose underlying
equipment value is $17 million, as if it were actually $200 million in equipment value,
then the entire banking industry would be at risk of collapse. This is why both the
specific Norvergence case and this “lease flipping” generality are vital areas for IRS,

SEC and banking regulators to examine.

I1. Accounting Fraud: Unbundling Services and Equipment is Required

The Federal Accounting Standards Board (FASB) Statement 13 and Emergent Issues
Task Force (EITF) 00-21 lease accounting rules require that companies do not assume

services and equipment values, even if they are split into two separate contracts, as is the

case with Norvergence.”" Since Oct. 30, 2003, companies must rigorously seek out what

is termed Vender Specific Objective Evidence (VSOE) for evaluating equipment and
services’ equivalent market values, which are then required to be used for making

allocations of separately booked and unbundled services and equipment.

EITF 00-21, Number 16, specifically states the criteria leasing companies need to use for
the determination of FMV and VSOE in their leasing:

16. Contractually stated prices for individual products and/or services in an
arrangement with multiple deliverables should not be presumed to be
representative of fair value. The best evidence of fair value is the price of a
deliverable when it is regularly sold on a standalone basis. Fair value
evidence often consists of entity-specific or vendor-specific objective
evidence (VSOE) of fair value. As discussed in paragraph 10 of SOP 97-2,
VSOE of fair value is limited to (a) the price charged for a deliverable
when it is sold separately or (b), for a deliverable not yet being sold
separately, the price established by management having the relevant
authority (it must be probable that the price, once established, will not
change before the separate introduction of the deliverable into the
marketplace). The use of VSOE of fair value is preferable in all
circumstances in which it is available. Third-party evidence of fair value
(for example, prices of the vendor's or any competitor's largely
interchangeable products or services) is acceptable if VSOE of fair value is
not available.
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The Xerox Scandal, in which the SEC charged Xerox with accounting fraud in 2002,
was a case strikingly similar to the Norvergence debacle."" Xerox had bundled services
with their black box and booked both services and equipment in the first year as
equipment alone. This booking of services as equipment resulted in revenues being
booked years before they were actually earned. This created a distortion in their books.
Instead of earnings gradually being earned over the 5-year lease, the first year booking

shot the earnings way up that year; in the 4 years that followed, losses appeared.

Due to the Norvergence Portfolio charge-offs, auditing committees at leasing companies
likely marched into management offices. | have been told by a retired partner at a Big 4
accounting firm and an expert in leasing, that contracts for services would have a “much
reduced likelihood for collection.” The higher risks that LCs took in front-loading service
leases would have required much higher loan loss reserves on their Balance Sheets than
for equipment leases. Therefore, services, as the underlying basis for leases, were just

“not acceptable in terms of collectibility.”

Did Leasing companies know the true values of the equipment? ™ Due Diligence reports
and other documents acquired through the bankruptcy reports suggest yes. By October
2003, CCL had an “Asset Management Equipment Study” done, which revealed that
nothing Norvergence offered was new. The report states, “Similar routers cost between
$1,000 and $1,500 and with a set of programmed cards the total unit can cost between

$5,000 and $6,000 .” The study also suggested a “$101 buyout program to Norvergence.”

Upon receiving my call, Erv Paw, the Senior Consultant at InfoTech, the technology
research firm that CIT hired to do a due diligence report, said, “I was waiting for
someone to call me about this. You’re the first to call.” CIT had done a “Due Diligence”
report in April 2004, three months before the Norvergence bankruptcy. In contrast with
the CCL study, CIT and Norvergence surprisingly kept cost information in this 11" hour

report from its due diligence expert, Erv Paw.
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At a meeting of Norvergence, CIT and InfoTech and as represented in the final due
diligence report, CIT and Norvergence would only say, to InfoTech’s Senior Consultant,
that the price of the Matrix box was “typically $1,000 per unit.” However, when still
pursuing additional information about pricing, the Info Tech Consultant was told at the
meeting that Norvergence would only discuss costs with CIT directly, claiming the
information was “proprietary.” Since the InfoTech Consultant signed a non-disclosure
agreement, this did not make sense to him. Later, the CIT officer told him that CIT had
cut off funding Norvergence leases by October 2004, a full 6 months before the due

diligence report was ordered.

By booking $200,000,000 in telecommunications services as “equipment,” phone, data
and cable taxes for IT at the state and federal level, to this day, have neither been
collected nor paid by Leasing Companies or Norvergence. Leasing Companies
improperly billed lessees for personal property taxes and other sales taxes based upon
inflated and fictional “equipment” costs. At the same time, Leasing Companies through
fraudulent book-keeping evaded all taxes required by Federal and State authorities for

phone, data, cable services .

I11. Insurance Fraud results from False Representations of Values

My study of the insurance fraud involved in the Norvergence case indicates illegal
practices inside and outside the boundary of this one portfolio. Insurance fraud follows as
both a consequence of the false valuation of equipment at the lease inception and a means

for leasing companies (and their insurers) to generate additional profits.

To start off, insurance charges on fraudulently inflated equipment values have resulted in
lessees paying excessive fees for insurance to the benefit and profit of Leasing

Companies.
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How it Worked

Since in their private label agreement, Norvergence only signed on behalf of the LCs and
the LCs were to be assignees within two days, insurance was the sole involvement of
LCs.

LCs, like CIT, would send a letter providing an “insured value” to be given to lessee’s
insurer (which generally turned out to be the amount they funded upon receipt of the
equipment invoice) and would also cite the insurance premium CIT would charge as a

separate line item “reimbursement” for selecting their insurance program from Assurant.

One CIT lessee paid over $65 a month, or approximately $780 per year, to insure two
Norvergence boxes for equipment whose replacement value was $3,100 for the two
boxes. Their total lease amount was a whopping $130,000 for two Norvergence boxes
worth only $3,100. Assurant tells me they do not insure services, only equipment.
Moreover, they believed the CIT’s Norvergence Leases and the “inventory amounts”
listed for CIT policy were representations of actual equipment replacement values. CIT
lessees paid these premiums ranging from $22 to over $65 per month without any
disclosures about the exact amount of coverage lessees were receiving, or what the

coverage was based upon.

The unfairness for lessees included the conceivable circumstance that upon discovery of
the fraudulent insured values, insurers would refuse to pay upon a loss claim, regardless
of the lessees having paid inflated premiums. It is also plausible that insurers went along
with the deception and did not notify lessees of the fraud, for they were making money
too, as is likely the case with Assurant. They as licensed underwriters have been notified
by this writer that they and lessees were deceived by false valuations made by CIT, but
lessees have yet to be informed by Assurant, or CIT. Assurant, CIT and other leasing
companies have not refunded insurance charges. Assurant, likely, without skipping a
beat, still insures CIT without penalty resulting from a breach of trust—at the expense of

lessees.
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Assurant provided me with the rate that CIT was paying for the Norvergence equipment.
After doing the calculations, this rate turned out to have nothing to do with the premiums
CIT charged lessees. One lessee with a lease signed in July 03 would pay $32.84 per
month for two boxes, for a $22,655 insured value; another would pay $24.11 for a
$21,902.00 “insured amount”; while yet another would pay $29.03 for an insured value
of $35,569.00.

Despite the facts that the CIT leases were written in the same months, for the same
equipment, using the same insurance company rate, none of CIT “insured values” and
premium charges correlated. One can conclude, upon information and belief, that either;
1. CIT had its own separate valuations that it used, to base the insurance charge, but
which they did not provide to their insurers or lessees; or else, 2. CIT, acted as if they
were an insurance company, but acted so without being regulated and without a license.
They did their own actuarial analysis, after buying insurance and listing leases on their

policy, to determine the rates they charged lessees.

According to the FBI Insurance fraud web site, the fraudulent practice of “pocketing
premiums” occurs when high premiums are charged based upon a high “insured value”
given to customers, while a lower amount of coverage is actually purchased. The
difference between the actual lower coverage listed in a policy and the higher premiums
charged is “pocketed.” An underwriter at CIT’s insurer, Assurant, Maryanne Craig,
reported to me that the “inventory amount” of my lease’s actual equipment replacement
coverage was only $8650, despite CIT informing me in writing that the “insured value”
was $22,650.

Another overt and troubling aspect of insurance is the collection upon loss of equipment
using ten to one hundred times the true replacement value. Norvergence victim Jim
Shepherd named Celtic Bank as loss payee through his own policy at The Hartford. After
a robbery, he reported his loss of the Norvergence box. Upon the report of this loss,
Celtic collected $10,921.75 for the $1,550 Norvergence box from The Hartford. Repeated
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complaints and concerns from Mr. Shepherd regarding the fraudulent insured value
which Celtic provided his insurer went unheeded, excepted for a letter a couple of months
later, on Celtic letterhead: “Dear Mr. Shepherd , ...Celtic Bank Corp. has been paid in

full with insurance proceeds from the stolen matrix box. No further payment is owed.”

" Rhonda Roland Shearer, “The Role of Leasing Companies in the Norvergence Fraud,” March 10,2005
Report Prepared For Equipment Leasing Association: The Fourth Annual Investors' Conference

on Equipment Leasing Finance and Securitization, http://www.asrlab.org/temp/ELA_Report.pdf

" In a phone interview, Mr. Alper told me his analysis was based entirely on the FTC’s Norvergence
document

" Michael Scott Green, Class Counsel for Norvergence Victims, states, “The laws in the State of New
Jersey, where Norvergence had its principal headquarters, likewise, makes no distinction between
individual consumers and businesses, and affords all equal protection from fraud and misrepresentation.”
Y Class Attorney, Mr. Green, has meticulously and vigorously pursued justice for the thousands of small
businesses left in debt and without services—to the point where a Judge during proceedings advised “Mr.
Green , this is a court case, not a crusade.” Mr. Green’s advice, data and other resources have proved an
invaluable contribution for my own research.

Y The list includes: insurance company officers, ELA officers and members, attorneys for leasing
companies, academic accounting and leasing experts, FASB staff, valuation experts, Big 4 accounting firm
partners (retired and active), Asst. US Attorneys (retired + active), Major Crime Division Postal, FBI and
IRS Criminal Investigations Units with varied expertise including bank, accounting and insurance fraud.
Lawyers and insurance executive experts in insurance fraud, SEC attorneys and former enforcers (retired
and active) are included on the list.

"' Norvergence correspondence with leasing companies reveals that they mutually devised the language
“Equipment Rental Agreement” instead of calling it a lease because Norvergence noted to leasing
companies that a prominent reduction of sales occurred when the term “lease” was used.

! http://www.iasplus.com/resource/00-21_draft.pdf . This document is marked “draft.” However, the final
EITF00-21 consensus is the same as the draft form regarding the requirements for unbundling multiple
deliverables. Only the draft form is free and online.

V! http://vww.sec.gov/news/headlines/xeroxsettles.htm, the SEC press release, “Xerox Settles SEC
Enforcement Action Charging Company with Fraud, Agrees to Pay $10 Million Fine, Restate Its Financial
Results and Conduct Special Review of Its Accounting Controls”

"1 hired a licensed telecommunications expert and appraiser to do an appraisal of the two basis
Norvergence boxes. This appraisal confirmed the values at approximately $200 and $1550 as has been
widely cited as the prices paid by Norvergence to Adtran , the manufacturer. This full appraisal is included
in my ELA report, cited above.
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- Approvals: (1) ' (2} M @3) Date: 10103}

0061

1OPPOG6LOE NAMISHTT:W0N4  9T:2T bEdg-£2-noN

B2 -62:d @208 141801
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A GeneralDescription : ’
© This  program . propdsal ouifinas. terms whereby c::mmerce Comm«tcual Leaslngw
VeridorLease (GGL) will pattner with Norvargenim Irie, (waergpnoa {m
eqummanuiease miutmnsibﬂawargances‘ _nduser custdiners. NI *'w

.. ngram Btructire : } S
Thestruchure bateen ' Norvergance and CCL Wil bt leaslng pmgmm in wﬂmh le/c) wfu :
- -be enterng iito Teanes: directly with Nwwergem@e s end user custamermhmugh refermls
B gensrated. by Norvergerice's direct sales jarization. CGL: will set a fimit for 6eked
' v lease business through the pragram at $ 400,000 per-month{$ & fllon tatal}fur thatirst ‘
A2 menths of tha program. CCL will munrtox’ ithe portfallo perfcsrmancs mrwghout the .
‘yeﬂr to. detarming Yolume abjecﬂmas aﬁur the firat year of the ¢rogr“am : :

0 Equlpmont Type ' L
‘ The program. is Imended to inglude au Tiaw MATR!X sysiam hardware and suppomng T
‘ \/ R mhnc{ogy mat Norvargeme leases to nts end uggl cugiomers, -'

Y V. Térms. ‘ Lo
Base farms peavided by CCL to Nor\mrgoncss customers will ‘be 8 mzmths (Fm
-payment at zero) with a$ 101 erid: of tertm; purchase optfon to Norwnganme '

N Vv e LCSSOI' ‘ :
.. Commerce Cc&mmemial heaslng, VendorLease.
VL. Lesses
As datam‘imed by Nawargance and CGL..

UV Weanraamanta o S

Loise {Rental) doguments: will be in Nowergencq ‘s ngfie am:i CCt. w:ll a&rfonn al! biillng '
and collecting asrv\é.ea tn it own name.” vl

- Vl(‘l;f,‘ Huse Léasa commwcnmant Date - T
The first day of the ‘monith fullawm tha: dellvery and acoeptance d(‘ ﬁn aquipm&ﬁ‘t

A \{/ inence. Vaudqu.ease Services Provlded to Norvargom;e o ' .
» CL will suppott the pmgram with Nwrvergeme by 'pmvidlng cau cénter and tefasales
Guppcn't
/ * GEL wii ‘fusd: Norve co upon recelving & er.&l&e qbcumwm gbkage -
; incuding. but “not “fmited: 1o sigred rental adgreement, Hchedule, . detlvery “and:
PR / .. aecaptance natice, and pdrsonal guarantee documentwhen requirsd. . ,

N4 COL Wit performi: telephone verficalidns on. sl instally are will WGk vilth
. 7o~ Norvergencé's operations.team-10.deliv conslﬁtent%ustorher adivice mednge.
Pl ‘CCL will provide Narvergenas's customerns with, a neflca of ass(gnmen! staithg tt

. the restal agreemenit hagbigan assignadtoComgem& ‘ L
\/0 GCLwiII provide all' creditprocessihg. - : i
53\’) SOL will provide *Application Ol cratit'decistons for tmnsactlons up 10 S-?&.OOG-_;
Trangactions over § 75,000 will iéed to'Have the/last,2 years of financial statements
L+ end carnpzraﬁvc Inteﬁm stataments provided to OQL by: the ond maar xfor»‘ cmditv

dealgions.

CCL will perfiorm an bmtng and’ wllectlrig arvioas,

bCL[ 6an pruvldoi'Norvsrgencas direct: dleg. organixaton training on.

~ Gonfidential

EI/MH o
TInEtd
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B | & e
X Raproeentations made By Ndwérgem ito’ Commeme S
- Narvergence will cammlt to providingCCL monthly tomse’ Wiume ol &rate éf
S $ 400,000 per mantivon average forthe first.year of the programt. - :
SRR S @ Norvergence Wil sssign 3 reps ang warranties an thu equigment to @GL im the
: ' - . Prograri Agresment. -
X a CL will ‘reqtilre that: Nnrvangenca il fot t‘acillﬁes seﬁarately frdm thu Jmontnivy‘
aquipment leasg involes sentito the énd: user. customer by CCL. - T,
a& Nawergence will maka available te:Commatce- t's aalek Orgahizat}bn c{ﬁeratlonm
~ pargonndl, finines personngl. and any otfiet suppart fukction: for the purposes. of.
/ oenmunication as it relates to: sucwsl&mlly Managing the Vendor Leasing Pl‘ogram
orvérgence will commit to repurchiasing leases from GCE for Flrst payment. defaults..
The rate for repurchase wiilbe 1-and % % par month of the cutstanding Balsnce e
the defaditad fease ohiligation-for thefirst 1% of detaultsion booked leases. in & 12-
month period: Boyemd the initial 1% of défitilt répirchases . a 12:month permd
Nﬁwergenoe wm pay an additional $ 500 feie par rapurchese per minih,

Xl . Tax Benefits
: For the account-of the Lessor (CCL) or Leﬁai‘e

‘%m_. Bage’ Lease rate w Narverqancm 2 engl usar customurs i & s
. % A lease rate Is defined as the factor WHatNorvErgends cam LSE: 0 cﬁ!mlat_e the
‘montily payment. or-a given tansaétion (Jess applicable’ taxgd $for o glvert tarrt;
% GOCL Wil offer Norvergenoe a 61-manth laase ratécfacier; Thie 61-onth less
Based” on recelving payments i arrears. with. the first _y‘meﬂi &t zro
remainmg 60 paymnta at. ,ﬁzzg i P

XMl - Leasa Agmmems . ‘ : oo :
' The leane agreerriente:will be: *Triple. Net Lsasea m whlch the lassec il bq rassponmbia Lo
" for #il expensag relating torthe equipment including, but net. umroed to, squinment e :
- malntenance, Instirance coverage, and all taxes (6.g. salas, usae’ shd perscn;al propmty) o

Documatitation Fee. - i .
Cothmerca chargas & standard $ % dacumamation fee toiprocess mmsams fg,) end -
anr customers. .

lm-mrancu s '
Lestiee shiall bear atl rlsk of logs, damage and Itubllity to tha. equlpment and ¢ r!essah
ehisll. be' respatisible to "keep M. equipmant Ansured: in am anjsant '
scceptable to CCL Commierce 'l accdpt a veirbal oithmuriicatioh
qustomer that lh% y have. insurance and will dsk the custdmer to (
ittsurande within 30" days of the Rollce of:gasigrimentlif proofjof inBuranse:ie ng recelwer.i
$m thsﬁad-day period, Commerce can anu Wm erlda Insuraﬂce at the“ stomer’s
afise, ‘

~ Lessor s”al! leass the equipitient to- Iessee without’ repre&entaﬁtm o wan*mrv tzm & AS
. 1S BASIS; Howmver, lessar shall assign to lagsee sl warrémles. igushgiitess; and:
- provided By the madﬁfaaww(s) teithe axtart theym asslgnabls. . .

With'n ‘eet > the équt ort, edch leagy transa@tion. not. basome firtal untll, am ﬂg

other things, dssigries vebifics the: equxpment specifications’ Ineluding, Ht not’llimlted ta:
Madel Rumber, serial number, number of unltﬂ,tand (nstaﬂaﬁun w#ﬂts And approves the s
final equipmemt canfiguration, B AR

XVHL Busunass lnfonnaﬂon

Norvergence will make avanable {o CCL Mpies of iy ﬁsml vear enﬁ and lnteﬂim ﬁnanma!
.%dtementa aswelk a3 othar busmass infbnnatlon raquosted by CCL on g, ragulﬂr" basls’

Confdenhal . Page2
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XIX.  @Genacral information .
. Thig:proposal ls not intended and-doesnat create any bindinglegsl abligaitor’ am thefpm RN
of sittier party. This prisposal B not and shauldnot Be consirued:@s & commitment by’
LOCL or any, afﬂtlata to enter into the. pﬂ}posed .vendor lease firograny; and COL ishall et~
‘e required o enter ifto the proposed veridér lease phegram. partnerstip Unk the
- completion of all due dilgence inquirles, teceiptaf approvals from il reqtiisite Parile .
executlon and fedeipt of allecessary documentation, ard tﬁe cremt aiabrdvét csf ‘
Nurvmgenae, Ina:by CCL . ‘ T e

I\L oy '.,‘."‘VA

dowmantatmn !egal revlaw GCL wm mrmburﬂe the commltment fee of &} () aoo to Nbrvefg o
when $°1 milllon I lease volumeis bogked thraugh the program. If the Prabram Agreefnantismot -
axecuted betwsart our organizations the commitmont e wilt be .promptly returned to
Narvergence. All ather terms and conditions: namthstandmg, this pmpusa!‘ explres May ‘15 2@03 i

:t»tniass previdusty executed

Sincarely, ‘ v ' .  Norvergefice; inic; o o
=y NN ) . N Approvediand Accepted; . . s

y fram Macormick ,
" Mice Presldent
. Commarce Commmml Leaslng Vetidorl aage

Confldertial " 'Page 3
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o sy
rvergEnce, Tnos (Yen dm-"} &’ Netr Jerseyicorparation,; 70
News.rk NJO“iioziainﬁumﬁmmem Cnmmer{‘:mlﬁeaging‘fmdnrj g (O bty By S e
located at 110 Texry Drive, Newtowls, PA "18940, A RO 7 ot

Ml,ﬁ‘mﬁ This Agrccmmtmentﬂ:red mvoint&fmmmetotha fcﬂowl:sgﬁmﬁg »

2. Vendar ja cngaged it the retadl sale af ce.ﬂ:ﬂ:im. cqu;pmmt ax;d m(!:om‘:actwn. thmswi%
desiyes ta offts its customers the OPPOrtURity to verit aich. ‘equipment. {the YEquibihest!] sl des _
CCL the dpportunity to take dseigiument of such.rents] agrewmients. {the “Renta Agreetients”). - auch.
custimets (che “Renters/Customers®) for the Equipment., The Rental Agreements. togetiier - with exy
glaranties, finaficing. statements, schedules, and any. and; wll epresmerits, nstrunténts ‘and Sthar docinmetity
enteréd ito and exscuted i cannection thérmth shiail hcran&fter be z‘&fen‘éd. to, aouedtmly as ‘G%tmct’s”'
amd, indwxdually as =;* Com:ract") :

Ay Prograntis

b. - LCL agrees-at iﬁa aole dxsq-cdcm to tmter mto Comhcw w'itmﬂcnﬁbrs/ Ouutommv
tcrnm and.conditions conthitied h“emm. . ‘

‘ Tmm@m i cnnnt;idemﬁon oftha rubaal coventiits mwammxs oniaine
. and for'otist valiable. cmnmdemtmn rccézxveél By Vam&ar am:l mtcndhmg to be Iemlly‘ aund
Jagree: ag faﬂowa* - S gy _ e

. S&CMNOM ﬁcomom Oﬁ"ih GLi

mapa:d hm'

Az eouditions precedent tﬂ& tha e ecwancsa af this. Agrcement, Vem:lar :md CCL shan d'
famowing doctiments in form. and substance aa!:iaiactozy to eAEh peiity:

n,-f_‘j;} Duplimtc ozigrnu.la of th:s Agmmmnt du.ly exenutcd by each parw A

b, & Smtaxy’u Cemiﬂoate axecuted by the Sem’mry"nr M&iaﬂm 8 reta \ pal

cerbfying that thie party is-suthonized, to enter irtée  this . Amr\samem aﬂd that’ thzﬂ mdiM axm g
Agruement o1 bahalf af the partyd s auhho:ized to do 8, IO

S‘ECTMN TWG - CUE'I‘OJ:GZER .REJTERR&LS‘

‘ rmtmg Equ.tp“_ ent m QCL' fo: cahsid‘
prospective Rcmrm-s __Gu:mmnw. 'I‘he parties hereto agres that risne of the'jitospect
. used hereth 4 * omer,” is' défined.as an individual who: mcuma.nobhga@on"
© rentgl abligatiog, peimarily for perscmnl family, or houn&xbld pﬁrpoaeh DR

. "3*.1  Cregit Révlew, cc . 'd!res cnmplcte cradit: dnd ﬂﬁamdmlr inﬁmrmﬂ,ﬁon : o
.Ragter/ Custoitier $n-orter io. mmplnm ftg, mdinjmw “For csch propo ae& Caﬁ?bmct*&ppﬂ&aﬁa V
pmﬁde COL with ar. assint CCL in obminiﬂg the w'l‘ﬁg

a “ﬂu.ll anﬂ cnmplete desc,npmm ot the E&p,upmmt'

. PR . : na kN A"'U‘"

The economic: terrig-of t.‘ma prcpoaéd Ccmt:'act,

BEW@'D d
BE‘/BI d-

. - 1 a3 s s b
ot 1
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a.pd. Iwﬁiniﬁgzpaammta ‘it 02%0,
[iEagra “wmby"‘hoth'“'j“,

L R T - -
. e Ly s ‘.‘;‘i...‘é‘:v‘ .m\lé7’1‘{2"i ‘— b‘ v
N W L
v 1,3{,:2. Mﬂ QL ﬁerﬂcnm Tates. tﬁm
‘payment at

1. ccL Sh&u be igplely I‘ES onsmk‘ far the erw stid app{mvﬂi‘ of au dacuments, g

‘ ) immding nny &m‘m&ﬁment ﬂnd euppiaments emor & o atherwise mlm:iﬂg to eﬂc‘ﬁh camtra.ct (Collecﬁ
ehe “Rental Ddé’umcnts’)

i

: 2‘ < E‘mh E‘l“iPm&nf inVOxca m.uat h@ve an ,qupmmt‘m“ 5@&1 t S
$$ OOO 00 '¥nd nheminimum monthﬂy paymcnt an a.ny tzmnsm‘:ﬂbn :mmt b&$so~@@ or more:: o

i se ., Nﬁwergmce ottt repumhm thagzaquipment mt-’ Hhiw &
tér a !# To1 di¥position.fee, The Reritera/Clistdmrs o not have
édid of qzriginsd term ot‘ the corltra.c_t;;,"mr du- ﬂwycwntheaquipm

4, 1 g lug.n oria: Pre ‘ 4,,“,”‘ Aorapt ' rmm obugmm af. Q@L
hcreundat ahm‘ti Be: mhiect 60 the sat{wfactian of nm mllcvﬁzmg condiﬂona precbdenb

a ¢CL recipi@nt of alt’ mqui‘md créglt. iafermati end’ a.ll chbal Docum
'msm:ed by ﬂw Rcﬁw/ Gantomnr agimay be deedied necaaamy Hy CCL: 3.&1 ity wLa mﬁri a!ii!mlum @pcri

‘ ;“b. ' ch vef'iml cwﬁm;aﬁnn that the. Rmcer/ cuatomm- has accaptcd ma Ecmipmmw
& comz credit wmvm for the Renter/CuaMer émd A

greements, and mm&ﬁmwnmmadmthmwnt,m
wvmumwmmmadmauamepwmcmm Lo

o The wmuﬁm and daHvary of this emdéfk anﬁ the pmﬁrma.wg by,:.‘
pl.awﬂ Herehy have been duly authodz‘tﬁt‘t
valid bi

- by alt necauaary,r mmomw

a3 s SN He0N 'swm -
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o7t Vendot repruamts ami .
o:asﬁgn d'to CGLna follows:

i ' vb. o the best of Vendo:‘k kndwiieﬂga, .ﬁhe Contmct and all relstad d@dumemta mcmding‘
dany Guafamy, Have heen. -duly atthotized, sxecuted and ddliverad.” Vendor shall have nx; duty e mals

 Inquiry or perform dus diligence: with respeck to thiquthorization, executian, or dilly
- @uaranty; Thete are na other agreeménts betireen Vemdor atid the Wﬂntar;rCuﬁtcsmw’ : e .
will fodify; emend or waive any terma or condidons of the Contirct or.Guerenty’ - The: bﬂb“ éﬁxpruasw ar
I plied wam-anﬁcs of repregentations. .madé. by Vemdor or'its agents tw the Rw&ar/(imsmmu drg ’ﬂ‘ww I
dé!ltaﬂmd g the; ma.nufactuxm-'a &mdn:d product wammty or an,y fﬁmt&ﬁzno& agx'ﬁement 7 e

c_,‘j o Vendor and Its. agems, and. employéas“ ha®é ngt comhﬁttéd any“fmidm‘
paruu&pated n eny frauduléing actior activity in connaction WAth the: exstrstiots; delivery ¥ anslBnme
ccnu-aé:t m*uxy t‘s-ummy or thc pcrforma.nc: qfﬂ:d# Agrew&t. ‘;- L

o & @wu&mlﬂpﬂftheEqmp

free wnd elear-of any and afl Genty aved er: ewubm’gig:&s wwqur‘;_anq,;.
d Wtiencumbered  tide to, ‘:‘tho‘Equipmenc anc, unless. othefwis

) aha.llwbc naw and unused when itis dc:IM:md m 1t

- £ . To the beat ctf Ve:ndor’s lmnwladga. all cmch nifo ”twn
Rantm/cusmmér ar Rantw’a gUArantar, i aqy, g;iven pq Vender and: ;
o r.ion (‘Contract Apphcahon oY
ek vrould o

i vy . o
~W ver '_m_ﬁ_: l‘(

ﬂfﬂﬂ;édiatww reait mnhﬁmds to ZCL .fi“{y

d. To tHe Biést of Vcnd.or’s-' knovﬂc - Vendor*s mn&uct Iu whm
cbnaummaﬂngthe Contnwtorin acccpunaﬂ*é& @hnmn dge HatE

or state law, ru]e, ar regu]h o, Wehich
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Tt be 'lsSla ﬂar:equ.{pmentsmbpud%y denr‘to R&ﬁbcr/ 1
gg’; h&a motfmcem:d andktppfovcd - ¢ ccmpﬁnted domm pachge and approy 6d. Emo rentcrf cmem&r
i T ‘
: n, thdor agreey to assign CCL any rbps and wmmmes for the. U;Emém»pumﬁﬁscd w

. CCL that are provl.dnd by, the manufacturer; or to.assign. any equipment;reps. and wark tiey ﬁuat arg pﬂwldaed
by Vendbr ao-ihat CCL may pAsEs thoae repigand warranties ddrcctly to the e.m;l usér : _

© 53 Rapr ettt on. “dmz* Fignet cL. CCL, repmaems wdwwamts 1o Vemdor that a8 Of
the dity’ each C@ntmcc is wtnoepbed by CCL ared th fter a3 t“onows' : '

_ a: ecL is & dudy orgamwcl and validly exiéting. B.nutcd Habi.hty company &nd has ﬁxll pa'wcr o
te enta into this Agreement and to. carry out m.., transacﬂdm contmplmad héreby, and is in- gaod stahding
in the$tate: of Ita urgaﬁ%aﬂnm. o o

' S b Q0L s.nd its agenta antd - amplmyaea have net’ committad and wﬂl xmt anmm,it 40 'un
- fraudulent att or have: not parﬁmpmcd and will ot particlpats’in ably' fraudulent act or Ativity: i canned'won
with the ex.e?:l!ﬂom and. performa.um of the Contract, any relaiad Guﬁr:mty, or tlms Amemmt R

Ce . The cohduct of CCL in' processing ary: Contract Apﬁﬂcaeion, mcluding ma’ gmﬁth‘xg or:

d:nia.l or cmtﬂ.it:, and the servicing of the Contmm:. and a.ny Guamnw whether (n CLL'a natie of the ¢ ’

- Vendor, hag niot violated and w:n pot violate it ‘ “fade) * gtm il
mgﬁlat{m

,,muse .x“he Contm‘ct m&.-;sﬂ ‘wtatedm.dncummtﬁ;f including m@uamn:, or thﬁ collectzon of Paymcsm du‘

¥

e cm, réceivey: ans. fuma that hy th.is Agreemmt be:longina to: Vendor c@h. il
immedmﬂ:]\y mm:.t sk ﬁmda to Vendor. .

4 & CCL hds and wal cordct all af its, e\cuviﬁua reladVe o !‘l'ic: chtcr/Cu.atc te7; any
. guarantor, and the Contract and sy Guaranty, incliiding without’ ﬁmitmnan the &i;:llez:mm of .Paymer#fﬁa: dug
g thueunder, mmnahly, faiﬂy a.ndhz gmod fmth. _ R

.‘84

. ’ oA ;  me thc dite ﬁ&reofunﬁl the dam»m which ﬂil obllmﬁann oi” wwucwaumj
wuxmderuuconﬁ-whshqyebemmnypaiﬂmd&hmdiwﬁuged. Mezidor stall defiver'ts CCL the fllowir

which ahall be pa:edinwcordan , ar ilay”
'mnmmuyappﬁff ‘ ce senmuyaccemed épunﬁng‘ﬂﬁn ipley gnd )

e ﬁrstthm @) uartcm ?&“ﬁu e e bt a5 Lt o e
qu of? Feapy Vendor's balasice sheet as #f tiu. o)
svends : o inen __m@jtgtamc "aand,bfchangea iz;l.ﬂnmm@ﬂ_ :

y ﬂﬂw ar; ;  j b anchquaster, proplired (gn & conolidated baslsiand. cartiie
‘ lete aty I.»cor:ect m:d

AR

fah'ly*rem‘esaﬁting Venc’(ﬁr’s e ‘

B ae/m i
B2/




83/14/2085 12:24 ?13523‘3‘138 .. HEUANS AN‘EY;FQIR

e . “

ST R yﬂ;\ﬁ]]anﬁ“p&r&’omaﬂdmx Ef we%ma
paztl-;- 9 be™ f\.ﬂﬁm Jangd performed: in connection’ with 2 Coylt
mdby\fmdm with. respecttothe,inmﬁ_l& : ‘
ez By Al Confracts Cel ; ‘
siw.ll 208 be ob

./

' -Mmout m!sasfng V@dnr thmﬁ*um

‘ - Vandor has advised 4y wilk mdvise eanh, Rﬁnter/ C\mtnmer of the avaﬂabmw of tlw
‘service and maintenince agresments for Equipment covered undér any Contrastifar 3 tim st shorter than '
‘the remaining termiof stch Contract and on such tarmsigind ot rates dutermined by Vendor, . Vendor will;.
inform CCL promptly of any default by & chtcr/ Customer under swﬁ]h mmtmmce‘ hlgré&mcmt o Which
Vendor beoomus awage, o

d. ‘Far the t‘erm of. any Contract, Venddr shall gromistly advmcﬁ*CCL df any’ nﬁmer oi Which
chdor has Ikmowledge that may be ;ieu'!manml to & Renter's/ Customcf’s findsicial co:xditlon

| e Solmg s this Asveement i in effact, Vendor will rotify CCL.of sny chmgé = m
. persons authorized to reprasent Vendor i the transactions contemplatsd hereby ward it the ‘Haat of swy
: chn.ng!: wilt provide: ECL with updated evidenge of a.uthﬂﬁi:y and s*pemmm sxwatuz;es o each: hﬂdiv!dﬁws.

, sEc:sz )2 o8 CONTRACT GERVICING

- % R of Contruy CCEL shalli provide genatal ndmmmﬁ% acwicem' cl
and collécting all aymients, fulfllling . the obligationsvds Lesasr or Owner: Amder g Co
j mﬁ;rcatnem of CCL/s righita undes the Contracts, inciuding amy Quaranty ardifor tiils Agre
taldng af such other adtons that - ‘may be neceasaxy {0 protect OGL's Tights ‘and interedt in gad
°, Contructa m&ludwg any Gulitanty and/or Equipment. CCL shall' inveice ‘theh K&nt&_,(:ustme_r
- amounts due under a Contrct. and il diréet the Renter/Custéiner “to make, plymetits  to sthe 15
" estrblished. in the name of CEL. & CL wwill provide a “Notice of Assignmcnt’ t&'&ll rantal. astomers, &
- CGL s taken assipriment from’ decr on & rental ‘dontract. COL:will sarviae thesprogrem with Ve
. providiog Télasales amd Call: Gbanmr Bupgory fmm 8*3() AM to. 5 30 PM (ES'I"] Monday-thnugiﬂ Fﬂ@ay
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EXQUISITE CATERERS, LLC, ET ALS..
on behalf of themselves and all others similarly
situated,

Plaintiffs,

V.
POPULAR LEASING USA, INC., ET ALS.
AND DOE CORPS. 1-40,

Defendants.

STATE OF NEW YORK:

COUNTY OF YORK:

SUPERIOR COURT
OF NEW JERSEY
MONMOUTH COUNTY
LAW DIVISION
DOCKET NO.: L - 3686-04

CIVIL ACTION

AFFIDAVIT OF RHONDA ROLAND SHEARER

I, Rhonda Roland Shearer, being duly sworn according to law, depose and state

the following upon personal knowledge:

1. 1 am the Director of Art, Science, Research Laboratory (“ASRL”) in New York,

New York, a 501(3)(c) not-for-profit.

2. ASRL is an academic interdisciplinary think-tank that uses scientific research

methods to investigate inaccuracies in a variety of disciplines, including

journalism, art and science. Its goal is to report this misinformation and correct



the historical record using advanced computer and Internet technologies. Scholars
and students publish as they do their research, and their results too demonstrate to

the public the power of critical thinking.

3. lam also the President of a for-profit entity, Turbo, Inc., that produces art,
software, lectures and publications. And, | am also a former Norvergence

customer whose Equipment Rental Agreement was assigned to CIT.

4. On or about, March 26, 2005, | received from Michael S. Green, Esq. a 10 page
document entitled “CIT, Due Diligence Report on: Norvergence”. The document

is dated April 12, 2004.

5. Mr. Green is the Attorney for Plaintiffs in the New Jersey Norvergence Class

Action, Exquisite Caterers, et al. v. Popular Leasing, et al. Docket No. MON-L-

3686-04. Mr. Green told me the document was from the bankruptcy court

documents seized from Norvergence.

6. On or about April 4, 2005, | called Erv Paw, Sr. Consultant from InfoTech, the
drafter of the document to discuss his report in regards to an investigation | was

doing for an article I am writing for the Monitor, an equipment leasing publication
Paw said upon receiving my phone, “I was expecting someone to call. You are the

first to call.”

In an initial conversation of approximately one hour Mr. Paw related to me how
the report came into existence and what were some of the limitations placed on

him during the drafting of the report. Subsequent to this conversation, | spoke



again with Mr. Paw, on or about April 6, 2005. 7. Mr. Paw stated that the report
was commissioned by CIT, a continuing client of InfoTech’s. InfoTech is a
company which evaluates technologies as a consultant for other companies. They

have a website at www.infotech.com and are located in Parsippany, New Jersey.

8. Mr. Paw stated that shortly before April 12, 2004, he and a Vice-President of
Sales of InfoTech went to a meeting of “officers” at the headquarters of
Norvergence in Newark, New Jersey with a Director of CIT, Phil Hauser. At the
meeting on behalf of Norvergence was CFO Robert Fein, Norvergence’s Chief
Technology Officer and Norvergence’s Vice-President of Marketing and
Operations. Also in attendance, were a former Nortel executive and one other

Norvergence Officer (for a total of 3 Norvergence executives).

9. After inquiring about the costs of the equipment, Mr. Paw stated that he was
charged to confine his report to the technology of the Norvergence system and
told specifically at the meeting that he was not to write about the financial aspects
of the Norvergence system. He was told to write a report as to what would

happen to the equipment if Norvergence went bankrupt.

10. Mr. Paw stated that InfoTech wanted to know the costs of the Matrix and
Matrix SOHO boxes but was specifically told that information was confidential
and Fine would only discuss costs directly with CIT. Robert Fein, as agreed by

Hauser, would not give them the information.



11. It was Mr. Paw’s understanding that Mr. Hauser had that information in front
of him at the meeting “on spread-sheets” and would not show him. Mr. Hauser
agreed with Norvergence at the meeting that he should “stay away” from issues
regarding costs. Fine was measurably disturbed when the questions pertained to
costs as opposed to his other friendly demeanor when asked other kinds of
questions by InfoTech. The Norvergence people present and in other phone
conversations stated that that information was proprietary and they would only
tell it directly to CIT. Paw protested this point, by stating that since he had signed
a non-disclosure agreement too, he did not understand why Norvergence and CIT

could not reveal costs. He told me this was highly unusual.

12. He was told by Fine and in agreement with CIT (Hauser) that the boxes in the

lease were “typically priced at $1,000 per unit.” for the equipment.

13. Mr. Paw stated that CIT restricted him to approximately two days and it was
based on a set fee arrangement. He explained that this was also highly
unusual. It was not the way he typically worked as he needs further time to
ask follow-up questions and probe over days which is then billed out per
hour. The purpose of this per hour basis, he explained, was to be able to
investigate things as they arose, and he needed the time, the amount of which
could not be planned in advance. There were questions sent to Norvergence
after the meeting from InfoTech that were not answered by Norvergence and
this Norvergence demand met with CIT approval.

14. To Mr. Paw’s knowledge this was the only due diligence report done by CIT.



15. Mr. Paw stated that Mr. Hauser later stated to InfoTech that CIT had stopped
funding Norvergence’s Equipment Rental Agreements in October of 2003
because they knew “something stunk” with Norvergence.

16. Paw thought the Norvergence lease agreement with lessees was highly
unusual, unethical and unfair because at the end of the 5 year term,
Norvergence would own the equipment instead of the lessee which is

typically the case..

Dated:

RHONDA ROLAND SHEARER

Sworn and subscribed to
Before me on this

____day of January, 2005

Notary Public





