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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re:

Petters Company, Inc., et al.,

Debtors.

(includes: 
Petters Group Worldwide, LLC;
PC Funding, LLC;
Thousand Lakes, LLC;
SPF Funding, LLC;
PL Ltd., Inc.;
Edge One LLC;
MGC Finance, Inc.;
PAC Funding, LLC;
Palm Beach Finance Holdings, Inc.)

Jointly Administered under
Case No. 08-45257

Court File No. 08-45257

Court Files No.’s:

08-45258 (GFK)
08-45326 (GFK)
08-45327 (GFK)
08-45328 (GFK)
08-45329 (GFK)
08-45330 (GFK)
08-45331 (GFK)
08-45371 (GFK)
08-45392 (GFK)

Chapter 11 Cases
Judge Gregory F. Kishel

NOTICE OF HEARING AND MOTION TO APPROVE SETTLEMENT BY 
STIPULATION PURSUANT TO FED. R. BANKR. P. 9019

TO: The entities specified in Local Rule 9013-3

1. Petters Company, Inc. (“PCI”) and Thousand Lakes, LLC (“Thousand Lakes,” 

collectively, the “Debtors”), through their undersigned attorney, moves the Court for the relief 

requested and gives notice of hearing.

2. The Court will hold a hearing on this Motion before the Honorable Gregory F. 

Kishel, United States Bankruptcy Judge, at 2:00 P.M. on June 2, 2009, in Courtroom 2A, at the 

United States Courthouse, 316 N. Robert Street, St. Paul, Minnesota or as soon thereafter as the 

parties may be heard.  
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3. Any response to this Motion must be filed and served by delivery not later than 

Thursday, May 28, which is three (3) days before the time set for the hearing (excluding 

Saturdays, Sundays, and holidays), or filed and served by mail not later than Thursday, May 21,

2009, which is seven (7) days before the time set for the hearing (excluding Saturdays, Sundays 

and holidays).  UNLESS A RESPONSE OPPOSING THE MOTION IS TIMELY FILED, 

THE COURT MAY GRANT THE MOTION WITHOUT A HEARING.

4. This Court has jurisdiction over this Motion pursuant to 28 U.S.C. §§ 157 and 

1334, Bankruptcy Rule 5005 and Local Rule 1070-1.  This is a core proceeding.  The Petition 

commencing the Chapter 11 case of PCI was filed on October 11, 2008 and the Petition 

commencing the Chapter 11 case of Thousand Lakes was filed on October 15, 2008 (the 

“Cases”).  Venue of these cases and this motion are proper in this district pursuant to 28 U.S.C. 

§§ 1408 and 1409.  The Cases are now pending before this Court.  

5. This Motion arises under Federal Rules of Bankruptcy Procedure 9019 and 2002.  

This Motion is filed under Fed. R. Bankr. P. 9014 and Local Rules 9013-1 through 3.  PCI and 

Thousand Lakes requests an order approving a stipulated settlement of the claim filed by 

Cananwill, Inc. (“Cananwill”) pursuant to Fed. R. Bankr. P. 9019.  

BACKGROUND

6. The Debtors filed voluntary petitions for relief pursuant to Chapter 11 of Title 11 

of the United States Code (the “Bankruptcy Code”).  A committee of unsecured creditors (the 

“Committee”) was appointed on November 21, 2008 pursuant to § 1102 of the Bankruptcy Code.  

On December 24, 2008, the United States Trustee appointed Douglas A. Kelley as Trustee in 

these Cases (“Trustee”).  On February 26, 2009, the Court approved that appointment.  The 

Trustee continues to operate the Debtors’ businesses pursuant to § 1108 of the Bankruptcy Code.  
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7. PCI is a Minnesota corporation, the shares of which are owned and controlled 

100% by Thomas J. Petters (“Petters”).  The operations and management decisions of PCI and its 

subsidiary entities, including Thousand Lakes, were all conducted at the company’s 

headquarters, located at 4400 Baker Road, Minnetonka, Minnesota.  PCI served as a venture 

capital arm of the Petters enterprises, utilizing single purpose entities to obtain billions of dollars 

of funding, and purportedly to acquire merchandise for sale to wholesalers and retailers 

nationwide, which purchase and sale business may have not ever existed.

8. Petters Group Worldwide, LLC (“PGW”) is a privately held Delaware limited 

liability company.  PGW is also owned 100% by Petters.  The management decisions of PGW 

and its subsidiary entities were conducted at the company’s headquarters, located at 4400 Baker 

Road, Minnetonka, Minnesota (the “Petters Headquarters”).  PGW has investments in companies 

worldwide, which include 100% ownership of Polaroid (products include cameras, PoGoTM

printers, LCD TVs, portable DVD players), among others.  PGW obtained funding from 

investors/lenders and from PCI.  

9. On or about September 24, 2008, the Federal Bureau of Investigation (“FBI”), 

together with the Internal Revenue Service – Criminal Investigation Division (“IRS”) and the 

United States Postal Inspection Service (“USPI”) executed a search warrant on the Petters 

Headquarters and seized records of PCI, PGW, sole owner Petters, and other employees 

allegedly involved in a fraudulent Ponzi scheme.  On October 3, 2008, Petters was arrested on 

charges of mail and wire fraud, money laundering, and conspiracy.  Other executives implicated 

in this scheme have also been arrested on various charges and have pleaded guilty to certain 

crimes.  
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10. On December 1, 2008, Petters, PCI and PGW were indicted by a federal grand 

jury on charges of: (i) mail fraud, (ii) wire fraud, (iii) conspiracy to commit mail fraud and wire 

fraud, (iv) money laundering, and (v) conspiracy to commit money laundering, in violation of 18 

U.S.C. §§ 371, 1343, 1956, and 1957.  See Indictment, Doc. No. 75, U.S.A. v. Petters et al., Case 

No. 08-cr-00364 (RHK-AJB) (D. Minn.).  The indictment alleges that Petters used PCI and 

PGW, as well as their subsidiary entities, to orchestrate a massive Ponzi scheme to defraud 

investors out of more than $3 billion.

11. As a result of the investigation and arrests, numerous other employees terminated 

their employment with the Debtors, including the main law firm providing overall corporate 

counsel, the two senior in-house counsels, the CEO, the CFO, and others with knowledge of the 

financial transactions among the several Debtors and with outside lenders and creditors.  In 

addition, several lenders have commenced actions against the Debtors in several courts, both in 

Minnesota as well as in other states.  

12. As a result of the investigation, subsequent arrests and litigation by numerous 

creditors, Debtors sought relief under Chapter 11 of the Bankruptcy Code in order to reorganize 

and/or preserve their operations, sell assets and preserve potential avoidance and claims. Except 

for PGW, PCI and the remaining Debtors’ operations will be, for the most part, limited to 

reconstructing accounting records and analyzing and pursuing potential claims.  PGW will 

conduct these activities as well, but will also be involved in the ongoing management, operations 

and sales (as the case may be).

RELIEF REQUESTED

13. Cananwill, a Pennsylvania corporation with its principal office located in 

Glenview, Illinois, is an insurance premium finance company, which business consists of lending 

money to companies to finance business insurance premiums.
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14. Lancelot Investors Fund, L.P. is a Delaware limited partnership (“Lancelot”).  On 

or about October 20, 2008, each of the debtors in the Lancelot Investors Fund, L.P. et al.

bankruptcy cases, jointly administered under Case No. 08-28225 in the United States Bankruptcy 

Court, for the Northern District of Illinois (the “Lancelot Cases”), filed petitions for relief under 

chapter 7 of the Bankruptcy Code.  Ronald R. Peterson has been appointed as the Chapter 7 

trustee for the Lancelot Cases.

15. On or about March 17, 2008, Cananwill entered into a Commercial Insurance 

Premium Finance and Security Agreement (the “Finance Agreement”) with PCI, Thousand 

Lakes, RWB Services, LLC (“RWB”) and Lancelot (the “Borrowers” or “Insureds”), whereby

the Borrowers financed the purchase of certain financed insurance policies to insure goods 

ostensibly owned by certain of the Borrowers (the “Financed Policies”). A true and correct copy 

of the Finance Agreement is attached hereto as Exhibit A.  Under the terms of the Finance 

Agreement, the total amount payable for the Financed Policies was $961,637.45 (the 

“Premium”).  As security for amounts owing under the Finance Agreement, the Borrowers 

assigned all amounts payable to the Borrowers under the Financed Policies.   

16. On March 17, 2008, RWB, a wholly-owned subsidiary of Lancelot and co-debtor 

in the Lancelot Cases, made an initial down payment of $95,163 in respect of the Premium and

the Borrowers financed the remaining balance of $866,474.45 through Cananwill.  A true and 

correct copy of RWB’s March, 2008 bank statement, evidencing the $95,163 down payment is 

attached hereto as Exhibit B.   

17. Under the terms of the Finance Agreement, the Borrowers were required to pay 

Cananwill ten equal monthly installments of $88,545.01, commencing on April 4, 2008.  RWB

made the scheduled monthly payments as required under the Finance Agreement through 
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September 5, 2008, before ceasing to make such payments. A true and correct copy of 

Cananwill’s records showing RWB’s monthly payments to Cananwill from April 3, 2008 

through September 5, 2008 is attached hereto as Exhibit C.  None of the remaining Borrowers, 

including PCI and Thousand Lakes, made any payments to Cananwill pursuant to the terms of 

the Finance Agreement or otherwise. As such, Thousand Lakes asserts that it is entitled to the 

benefits of any return of policy premiums it may be able to recover from the insurer.

18. The Borrowers are in default under the Finance Agreement for failing to make 

payments due to Cananwill as required by the Finance Agreement.  

19. Because the goods insured under the Financed Policies never existed, the risks 

insured by the Financed Policies never existed.  

20. On or about December 1, 2008, Cananwill filed a proof of claim (Claim No. 5) 

against the PCI estate in the amount of $397,554.87 (the “Cananwill Claim”).  A true and correct 

copy of the Cananwill Claim is attached hereto as Exhibit D.  Because of collection costs 

incurred in respect of the Cananwill Claim since such time, amounts currently owing under the 

Finance Agreement are $431,837.84, plus an allowance of no more than $15,000 of additional 

collection costs incurred on or after January 24, 2009 (the “Indebtedness”).  

21. After extensive discussion and negotiation, the trustees for the PCI and Lancelot

estates, Cananwill and CRC Insurance Services, Inc. as agent for the Financed Policies (the

“Agent” and, together with the trustees for the PCI and Lancelot estates and Cananwill, the

“Parties”), subject to Court approval, have stipulated and agreed: (i) the Financed Policies will be 

rescinded; (ii) the Agent will refund the Indebtedness to Cananwill; and (iii) the Agent will 

refund the difference between the Premium and the Indebtedness to the Lancelot trustee.  
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22. Upon the successful funding as described above, the Parties have further 

stipulated and agreed: (i) the Finance Agreement will be deemed satisfied and terminated; (ii) 

Cananwill will have no claim against the Lancelot or PCI estates related to the Finance 

Agreement or related transactions; (iii) the trustees for both the Lancelot and PCI estates will 

release Cananwill and the Agent from any claims related to the Financed Policies or the Finance 

Agreement; and (iv) Cananwill and the Agent will release the Lancelot and PCI trustees and their 

respective estates from any claims related to the Financed Policies or the Finance Agreement, 

including the Cananwill Claim.  

23. Subject to the Court’s approval, the Parties have reached agreement to enter a 

stipulation that sets forth in greater detail the arrangement among the Parties with respect to the 

Financed Policies and the Finance Agreement (the “Stipulation”), a true and correct copy of 

which is attached hereto as Exhibit E.  It is this Stipulation that is the subject of the present 

Motion.

24. The PCI estate will only suffer additional costs and expenses by not entering into 

the Stipulation.  PCI is in default under the Finance Agreement and may be liable to both the 

Lancelot estate and Cananwill as a result.  The Stipulation would have the effect of returning to

the Lancelot estate and Cananwill any amounts to which they are entitled to receive from the 

insurer without causing additional litigations costs to the PCI estate as well as releasing the PCI 

estate from liability related to the Financed Policies or the Finance Agreement, including the 

Cananwill Claim.  Because the Trustee believes the terms of the Stipulation are fair, equitable 

and in the best interest of the PCI estate, PCI seeks court authorization to enter into the

Stipulation.
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25. If testimony is needed at the hearing on this motion, PCI hereby gives notice that 

it may call Ronald R. Peterson, whose business address is Jenner & Block, 330 N. Wabash 

Avenue, Chicago, IL 60611 to testify as to the facts stated herein.  Other employees of PCI, or its 

affiliates, may also testify.

26. WHEREFORE, PCI, through its undersigned attorney, moves the Court for an 

order (1) approving settlement by stipulation pursuant to Fed. R. Bankr. P. 9019 and (2) granting 

such other relief as the Court may deem just and equitable.  

DATED: May 8, 2009 LINDQUIST & VENNUM P.L.L.P.

By: /e/ James A. Lodoen
James A. Lodoen (#173605)
George H. Singer (#262043)
4200 IDS Center
80 South Eighth Street
Minneapolis, MN 55402-2274
(612) 371-3211
(612) 371-3207 (facsimile)

ATTORNEYS FOR 
DOUGLAS A. KELLEY, TRUSTEE
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re:

Petters Company, Inc., et al.,

Debtors.

(includes: 
Petters Group Worldwide, LLC;
PC Funding, LLC;
Thousand Lakes, LLC;
SPF Funding, LLC;
PL Ltd., Inc.;
Edge One LLC;
MGC Finance, Inc.;
PAC Funding, LLC;
Palm Beach Finance Holdings, Inc.)

Jointly Administered under
Case No. 08-45257

Court File No. 08-45257

Court Files No.’s:

08-45258 (GFK)
08-45326 (GFK)
08-45327 (GFK)
08-45328 (GFK)
08-45329 (GFK)
08-45330 (GFK)
08-45331 (GFK)
08-45371 (GFK)
08-45392 (GFK)

Chapter 11 Cases
Judge Gregory F. Kishel

MEMORANDUM IN SUPPORT OF MOTION TO APPROVE SETTLEMENT BY 
STIPULATION PURSUANT TO FED. R. BANKR. P. 9019

TO: The entities specified in Local Rule 9013-3

Petters Company, Inc. (“PCI”) respectfully submits this Memorandum in Support of its 

Motion to Approve Settlement by Stipulation Pursuant to Fed. R. Bankr. P. 9019.

FACTS

The factual basis for this Memorandum is set forth in the attached Motion and is hereby 

incorporated as if fully set forth herein.

DISCUSSION

Approval of Proposed Settlement

Fed. R. Bankr. P. 9019(a) provides that “[o]n motion by the trustee and after notice and a 
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hearing, the court may approve a compromise or settlement.”  “The standard for evaluation of a 

settlement ‘is whether the settlement is fair and equitable and in the best interest of the estate.’”  

Tri-State Financial, LLC v. Lovald, 535 F.3d 649, 654 (8th Cir. 2008).  The burden is on the 

trustee to show “that the proposed settlement is in the best interest of the estate.”  In re Y-Knot 

Construction, Inc., 359 B.R. 405, 408 (8th Cir. B.A.P. 2007); see also In re Hanson Industries,

Inc., 88 B.R. 942, 946 (Bankr. D. Minn. 1988).   

However, the trustee need not “establish that the proposed settlement is the best possible 

outcome, but only that it does not fall below the lowest point in the range of reasonableness.”  In 

re Y-Knot Construction, Inc., 359 B.R. at 408; see also Tri-State Financial, LLC, 553 F.3d at 

654; In re Hanson Industries, Inc., 88 B.R. at 946.  The courts have generally balanced the 

following four factors to determine whether a proposed settlement is reasonable:

(1) the likelihood of success in the litigation;

(2) the difficulties, if any, in collection matters;

(3) the complexity of the litigation and the attendant expense, inconvenience, and delay; 

and

(4) the paramount interest of the creditors and a proper deference to their reasonable 

views. 

In re Trism, Inc., 282 B.R. 662, 667 (B.A.P. 8th Cir. 2002); Tri-State Financial, LLC, 525 F.3d at 

654; In re Y-Knot Construction, Inc., 369 B.R. at 408; In re Hanson Industries, Inc., 88 B.R. at 

946.  

Here, after consultation with its financial and legal advisors, the Trustee has determined 

that the Stipulation among the Parties is reasonable and in the best interests of the Debtors’

estates.  PCI and Thousand Lakes are in default under the Finance Agreement and are liable to 
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both Cananwill and the Lancelot estate pursuant to the terms of the same.  Neither PCI nor 

Thousand Lakes, moreover, have made any payments to Cananwill in respect of the Finance 

Agreement and the goods the Financed Policies purport to insure never existed. Because neither 

PCI nor Thousand Lakes paid any portion of the Premium, it would not be entitled to any portion 

of the Premium returned. Thus, the PCI estate does not stand to lose any proceeds by agreeing to 

have the Premium distributed to Cananwill or the difference between the Premium and the 

Indebtedness distributed to the Lancelot trustee.  Additionally, because the goods insured by the

Financed Policies never existed, the PCI estate will not incur additional risk of loss by rescinding 

the Financed Policies.  

In addition, the PCI and Thousand Lakes estate have nothing to gain and would only

suffer additional costs and expenses by refusing to settle with the Cananwill claim as provided in 

the Stipulation.  PCI is contractually liable to both the Lancelot estate and Cananwill for 

damages resulting from defaults and under the Finance Agreement.  The Trustee has assessed the 

litigations risk and believes there is a high probability that both the Lancelot estate and 

Cananwill would prevail in litigation over amounts owed by the PCI estate under the Finance 

Agreement.  The Stipulation will resolve Cananwill’s Claim, while removing any remaining 

liabilities and avoiding additional collection costs and other fees that would result from formal 

litigation over the Finance Agreement and Cananwill’s Claim. Therefore, the Trustee believes 

that entering into the Stipulation is not only reasonable, but is in the best interest of, and will 

yield the maximum value for, the PCI and Thousand Lakes estates and their creditors. 

CONCLUSION

PCI and Thousand Lakes respectfully requests that the Court enter an order (1) approving 

the stipulated settlement among PCI, Thousand Lakes, Lancelot and Cananwill, as more fully 
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described in the Motion, pursuant to Fed. R. Bankr. P. 9019 and (2) granting such other relief as 

the Court may deem just and equitable.  

DATED:May 8, 2009 LINDQUIST & VENNUM P.L.L.P.

By:  /e/ James A. Lodoen
James A. Lodoen (#173605)
George H. Singer (#262043)
4200 IDS Center
80 South Eighth Street
Minneapolis, MN 55402-2274
(612) 371-3211
(612) 371-3207 (facsimile)

ATTORNEYS FOR 
DOUGLAS A. KELLEY, TRUSTEE
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re:

Petters Company, Inc., et al.,

Debtors.

(includes: 
Petters Group Worldwide, LLC;
PC Funding, LLC;
Thousand Lakes, LLC;
SPF Funding, LLC;
PL Ltd., Inc.;
Edge One LLC;
MGC Finance, Inc.;
PAC Funding, LLC;
Palm Beach Finance Holdings, Inc.)

Jointly Administered under
Case No. 08-45257

Court File No. 08-45257

Court Files No.’s:

08-45258 (GFK)
08-45326 (GFK)
08-45327 (GFK)
08-45328 (GFK)
08-45329 (GFK)
08-45330 (GFK)
08-45331 (GFK)
08-45371 (GFK)
08-45392 (GFK)

Chapter 11 Cases
Judge Gregory F. Kishel

ORDER APPROVING SETTLEMENT PURSUANT TO FED. R. BANKR. P. 9019

This matter came before the Court on June 2, 2009 on the motion of Petters Company, 

Inc. (“PCI”) and Thousand Lakes, LLC (“Thousand Lakes,” collectively, the “Debtors”) for an 

order approving settlement by stipulation pursuant to Fed. R. Bankr. P. 9019. James A. Lodoen 

appeared for the Debtors.  Other appearances were as noted on the record.  Based on the 

arguments of counsel, moving documents and the record made at the hearing, 

IT IS HEREBY ORDERED:

1. The motion is granted.

2. The Debtors are authorized to enter into the Stipulation, a true and correct copy of 

which is attached as Exhibit E to the motion.
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3. The ten (10) day stay period of Federal Rule of Bankruptcy Procedure 4001(a)(3) 

shall not apply to this Stipulation.

4. The debtors are authorized to execute any agreements or documents reasonably 

necessary to carry out the foregoing action.

Dated:  ____________________

_________________________________________
Gregory F. Kishel
United States Bankruptcy Judge
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MINNESOTA

____________________________________
 :

IN RE: : Chapter 11
:

PETTERS COMPANY, INC, et al., : Case No. 08-45257 (GFK)
: (Jointly Administered)
:

Debtors. :
___________________________________________:

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION
____________________________________

  :
IN RE: : Chapter 7

:
LANCELOT INVESTORS FUND, L.P., : Case No. 08-28225
et al., :

: (Jointly Administered)
:

Debtors. : Hon. Jacqueline P. Cox Presiding
___________________________________________:

STIPULATION AND ORDER AMONG DOUGLAS A. KELLEY, AS 
REPRESENTATIVE FOR THE ESTATES OF PETTERS COMPANY, INC., ET 
AL., RONALD R. PETERSON, CHAPTER 7 TRUSTEE FOR THE ESTATES OF 
THE LANCELOT INVESTORS FUND, L.P., ET AL., CANANWILL, INC., AND 
CRC INSURANCE SERVICES, INC. AS AGENT UNDER CERTAIN POLICIES 

OF INSURANCE FOR RELIEF FROM THE AUTOMATIC STAY AND
RELATED MATTERS 

This Stipulation and Order (the “Stipulation”) is made among Douglas A. 

Kelley, as representative for the estates of the Petters Company, Inc., et al. (the “ Petters 

Trustee”), Ronald R. Peterson, chapter 7 trustee for the estates of the Lancelot Investors 

Fund, L.P., et al. (the “Lancelot Trustee,” and together with the Petters Trustee, the 



“Trustees”), Cananwill, Inc. (“Cananwill”), and CRC Insurance Services, Inc. as agent 

under certain policies of insurance as set forth herein (the “Agent”).

I. BACKGROUND

A. On or about October 1, 2008 (the “Petters Petition Date”), each of 

the debtors (the “Petters Debtors”) in the Petters Company, Inc., et al. bankruptcy cases, 

jointly administered under Case No. 08-45257 (GFK) (Bankr. D. Minn.) (collectively, the 

“Petters Bankruptcy Cases”), filed petitions for relief under chapter 11 of title 11 of the 

United States Code, 11 U.S.C. § 101, et seq. (as amended, the “Bankruptcy Code”) 

commencing the Petters Bankruptcy Cases. 

B. On or about October 20, 2008 (the “Lancelot Petition Date”), each 

of the debtors (the “Lancelot Debtors”, and together with the Petters Debtors, the 

“Debtors”) in the Lancelot Investors Fund, L.P., et al. bankruptcy cases, jointly 

administered under Case No. 08-28225 (Bankr. N.D. Ill.) (collectively, the “Lancelot 

Bankruptcy Cases”), filed petitions for relief under chapter 7 of the Bankruptcy Code 

commencing the Lancelot Bankruptcy Cases.

C. Cananwill is an insurance premium finance company, which 

business consists of lending money to companies to finance business insurance 

premiums.

D. On or about March 17, 2008, Cananwill and debtors Petters 

Company, Inc., Thousand Lakes, LLC, RWB Services, LLC and Lancelot Investors 

Fund, LP (collectively, the “Borrowers”) entered into a Commercial Insurance Premium 

Finance and Security Agreement (as amended or supplemented, the “Finance 



Agreement”) whereby Cananwill loaned a total of $866,474.45 to enable the purchase of 

the following policies of insurance (the “Financed Policies”): 

Lloyd’s of London Policy No. AA001610X;

Lloyd’s of London Policy No. AA001620X; and

Lloyd’s of London Policy No. AA001630X.

E. The Financed Policies provided coverage for property loss with 

respect to goods purportedly purchased by certain of the Petters Debtors for resale.  The 

total premium for the Financed Policies was $961,637.45 of which the Lancelot Debtors 

paid $95,163.00 as a cash down payment and the remaining $866,474.45 was financed by 

Cananwill in exchange for the Borrowers’ promise to pay Cananwill ten (10) equal 

monthly installments of $88,545.01, commencing April 4, 2008.  The Lancelot Debtors 

made certain payments to Cananwill under the Finance Agreement through September 5, 

2008, before ceasing to make payments.  As of January 23, 2009, the unpaid balance due 

under the Finance Agreement was $431,837.84, inclusive of  interest, attorneys fees and 

other charges and costs of collection through January 23, 2009; the indebtedness shall 

also include other costs of collection (including attorneys fees), in an amount not to 

exceed $15,000 incurred on or after January 24, 2009, related to the Finance Agreement 

(the “Indebtedness”).

F. The Finance Agreement provides that, in the event of the 

Borrowers’ default, Cananwill is entitled, inter alia, to cancel the Financed Policies and 

collect any unearned premiums or other amounts payable under the Financed Policies, 

and apply such amounts to the Indebtedness due to Cananwill.  Furthermore, under the 

Finance Agreement, the Borrowers assigned to Cananwill as security for the total 



amounts payable thereunder “all sums payable to the Insured with reference to the 

[Financed Policies], including, among other things, any gross return premiums and any 

payment on account of loss which results in reduction of unearned premium.”  Finance 

Agreement at 1.

G. Pursuant to applicable law, the assignment to Cananwill of the 

right to repayment from refunded premiums is valid and enforceable, notwithstanding the 

absence of any UCC filing in such premiums.    

H. The Borrowers are in default under the Finance Agreement for 

failing to make payments due Cananwill pursuant to the Finance Agreement.

I. Because the goods insured under the Financed Policies did not 

exist, the risks insured in the Financed Policies never existed. 

K. The parties have engaged in discussions with respect to the 

Financed Policies, as a result of which the Trustees, Cananwill and the Agent have 

resolved all of the issues relating thereto as hereinafter set forth.

II.  AGREEMENT

NOW THEREFORE, THE FOREGOING BACKGROUND BEING 

INCORPORATED BY REFERENCE AS IF SET FORTH BELOW, AND THE 

PARTIES INTENDING TO BE BOUND, IT IS HEREBY STIPULATED AND 

AGREED BY AND BETWEEN THE TRUSTEES, AGENT AND CANANWILL AS 

FOLLOWS:

1. The Financed Policies shall be deemed rescinded ab initio and the 

premium paid in the amount of $961,627.45 shall be refunded.  Within five (5) business 

days of the entry of an order approving this Stipulation, the Agent shall refund the 



Indebtedness to Cananwill pursuant to the instructions contained in paragraph 2 hereof.  

Within five (5) business days of the entry of an order approving this Stipulation, the 

Agent shall refund the difference between $961,627.45 and the Indebtedness to the 

Lancelot Trustee pursuant to wire instructions to be provided to the undersigned Agent 

under separate cover by the undersigned counsel to the Lancelot Trustee. To the extent 

the Agent fails to timely refund the Indebtedness to Cananwill and the difference between 

$961,627.45 and the Indebtedness to the Lancelot Trustee, the Trustees and Cananwill, in 

cooperation with each other, shall take all reasonable actions necessary to obtain such 

funds from the Agent and/or the insurer.

2. All amounts paid to Cananwill shall be sent to Cananwill, Inc., 

1000 North Milwaukee Avenue, Glenview, IL 60025, Attention: Michael Rubin, or such 

other address as is directed by Cananwill, such payments not to be subject to 

disgorgement.  Upon (i) receipt of payment of the Indebtedness (“timely receipt” 

meaning receipt by Cananwill within fifteen (15) days of entry of an order approving this 

Stipulation) and (ii) prompt application by Cananwill of the payment to the Indebtedness, 

the Finance Agreement shall be deemed satisfied and terminated, and Cananwill shall 

have no claim in the Lancelot Bankruptcy Cases or the Petters Bankruptcy Cases on 

account of or arising from the Finance Agreement or the transactions occurring 

thereunder; provided, however, Cananwill does not release any security interests, 

interests in unearned premiums, claims, rights, remedies and/or causes of action arising 

from or relating to any Commercial Insurance Premium Finance and Security Agreement 

or other agreements (other than the Finance Agreement).

3. Upon receipt of the payments referenced in paragraph 1 hereof



(a) the Trustees, on their own behalf and on behalf of their respective  

bankruptcy estates, shall be deemed to have released Cananwill and the Agent from any 

and all causes of action claims, counterclaims, and rights of set-off and/or recoupment 

(including but not limited to all causes of action under the Bankruptcy Code) that the 

Trustees or the estates have or may have with the passage of time against Cananwill or 

the Agent arising from or related to the Financed Policies or the Finance Agreement; and

(b) Cananwill annd the Agent shall be deened to have released the 

Trustees and their respective estates from any and all causes of action claims, 

counterclaims, and rights of set-off and/or recoupment (including but not limited to all 

causes of action under the Bankruptcy Code) that Cananwill or the Agent has or may 

have with the passage of time against either of the Trustees ortheir respective estates,

arising from or related to the Financed Policies or the Finance Agreement.

4. Except for the limited releases provided in paragraph 3 hereof, 

nothing herein shall waive or release any rights, claims, causes of action or defenses of 

the Trustees, or either of them, against any party including, without limitation, the Agent 

and Cananwill, arising out of or relating to any policy of insurance or finance agreement 

other than the Financed Policies and the Finance Agreement.  Similarly, except for the 

limited releases provided in paragraph 3 hereof, nothing herein shall waive or release any 

rights, claims, causes of action or defenses of Cananwill or the Agent, or either of them, 

against any party including, without limitation, the Trustees or their estates, arising out of 

or relating to any policy of insurance or finance agreement other than the Financed 

Policies and the Finance Agreement.



5. The automatic stay provided by Section 362(a) of the Bankruptcy 

Code is hereby lifted to the extent necessary to permit the transactions authorized hereby.  

6. This Stipulation is effective as of the date of its execution and shall 

be binding on the Trustees, the Petter Debtors’ estates, the Lancelot Debtors’ estates, 

Cananwill, the Agent, any trustee appointed in any subsequent bankruptcy cases of any 

Debtor, each of their successors and assigns, and all creditors and parties-in-interest in 

either the Petters Bankruptcy Cases and/or the Lancelot Bankruptcy Cases.  This 

Stipulation is not intended to, nor shall it serve to, alter or amend the Finance Agreement, 

or any other Commercial Insurance Premium Finance and Security Agreement or other 

agreements between Cananwill and one or more of the Petters Debtors and/or Lancelot 

Debtors.

7. The Trustees shall take all actions necessary to obtain approval of 

this Stipulation in an order of the Bankruptcy Court in each of the Petters Bankruptcy 

Cases and the Lancelot Bankruptcy Cases in accordance with Rules 2002 and 4001 of the 

Federal Rules of Bankruptcy Procedure, local rules of the Bankruptcy Court, and 

administrative orders entered by the Bankruptcy Court in or applicable to the Petters 

Bankruptcy Cases and the Lancelot Bankruptcy Cases.  In the event the Bankruptcy 

Courts in either the Petters Bankruptcy Cases or the Lancelot Bankruptcy Cases decline 

to approve this Stipulation, this Stipulation shall be void and of no further force and 

effect.

8. All notices delivered pursuant to this Stipulation shall be effective 

upon receipt and shall be delivered by telecopy or federal express or other next day 

delivery service, as follows:



If to the Lancelot Trustee:

Michael S. Terrien
Jenner & Block LLP 
330 N. Wabash Avenue 
Chicago, IL 60611
Telecopy No. (312) 923-2728

If to the Petters Trustee

Douglas A. Kelley
(GET INFORMATION)

If to Cananwill:

Cananwill, Inc.
1000 North Milwaukee Avenue
Glenview, IL 60025
Attention:  Michael Rubin
Telecopy No. (847) 953-1555

With a copy to:

Andrew J. Flame, Esquire
Howard A. Cohen, Esquire
DRINKER BIDDLE & REATH LLP
1100 North Market Street
Suite 1000
Wilmington, DE 19801-1254
Telecopy No.  (302) 467-4201

9. This Stipulation and the provisions and rights conferred herein are 

not intended and shall not inure to the benefit of any third party.

10. This Stipulation may be executed in counterparts and in facsimile, 

and the counterparts together shall constitute a fully executed integrated agreement 

binding on all parties.

11. Time is of the essence with respect to each and every term of this 

Stipulation.



12. The ten (10) day stay period of Federal Rule of Bankruptcy 

Procedure 4001(a)(3) shall not apply to this Stipulation and Order.

IN WITNESS WHEREOF, the parties, by counsel, have executed this 

Stipulation on the dates set forth below.

Cananwill, Inc.

Dated: February __, 2009 ______________________________
By: Michael Rubin
Its: Authorized Signatory  
 

Ronald R. Peterson, in his capacity as 
Chapter 7 Trustee of each of the Estates 
of the Lancelot Debtors

Dated: February __, 2009
By: Ronald R. Peterson

Douglas A. Kelley, in his capacity as 
Representative of each of the Estates of 
the Petters Debtors

Dated: February __, 2009
By: Douglas A. Kelley



CRC Insurance Services, Inc., as Agent

Dated: February __, 2009 ______________________________
By:  

SO ORDERED: ________________ _____, 2009

_____________________________
United States Bankruptcy Judge
District of Minnesota

SO ORDERED: ________________ _____, 2009

_____________________________
United States Bankruptcy Judge
Northern District of Illinois
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re:

Petters Company, Inc., et al.,

Debtors.

(includes: 
Petters Group Worldwide, LLC;
PC Funding, LLC;
Thousand Lakes, LLC;
SPF Funding, LLC;
PL Ltd., Inc.;
Edge One LLC;
MGC Finance, Inc.;
PAC Funding, LLC;
Palm Beach Finance Holdings, Inc.)

Jointly Administered under
Case No. 08-45257

Court File No. 08-45257

Court Files No.’s:

08-45258 (GFK)
08-45326 (GFK)
08-45327 (GFK)
08-45328 (GFK)
08-45329 (GFK)
08-45330 (GFK)
08-45331 (GFK)
08-45371 (GFK)
08-45392 (GFK)

Chapter 11 Cases
Judge Gregory F. Kishel

CERTIFICATE OF SERVICE

Gretchen Luessenheide of the City of New Hope, County of Hennepin, State of 
Minnesota, being first duly sworn on oath, states that on May 8, 2009 she served the following 
document:

1. Notice of Hearing and Motion to Approve Settlement by Stipulation Pursuant to 
Fed. R. Bankr. P. 9019;

2. Memorandum in Support of Motion to Approve Settlement by Stipulation pursuant to
Fed. R. Bankr. P. 9019; and

3. Proposed Order Approving Settlement Pursuant to Fed. R. Bankr. P. 9019.

upon

Arrowhead Capital Management LLC
c/o James N. Fry
601 Carlson Parkway, Suite 1250
Minnetonka, MN 55305

Rhone Holdings II, Ltd.
c/o Thomas K. Cauley, Bryan Krakauer,
Brian McAleenan
Sidley Austin LLP
1 South Dearborn
Chicago, IL 60603

Elite Landings, LLC
2005 Cargo Road 
Minneapolis, MN 55450

Connie Lahn
David Runck
Fafinski Mark & Johnson, P.A.
Flagship Corporate Center
775 Prairie Center Drive, Suite 400
Eden Prairie, MN  55344
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Greenwich Insurance Company 
c/o David M. Gische and Marcus B. Holladay
Troutman Sanders LLP
401 9th Street NW
Washington, DC 20004-1234

Freestone Low Volatility Partners LP
c/o Mark R. Jacobs
Pryor Cashman LLP
410 Park Avenue
New York, NY 10022

Douglas A. Kelley
Kelley & Wolter PA
Centre Village Offices
431 South 7th Street, Suite 2530
Minneapolis, MN 55415

Petters Aviation LLC
2005 Cargo Road
Minneapolis, MN 55450

Ronald R. Peterson
Jenner & Block, LLP
330 North Wabash Avenue
Chicago, IL 60611-7603

Party Insight Partners LP
c/o Patrick C. Smith
3109 Hennepin Avenue South
Minneapolis, MN 55408

Taunton Ventures LP
c/o Paul Taunton
990 Deerbrook Drive
Chanhassen, MN 55317

Huron Consulting Group, Inc.
4795 Paysphere Circle
Chicago, IL 60674-4795

Cananwill, Inc.
c/o Howard A. Cohen
Drinker, Biddle & Reath, LLP
1100 North Market Street, Suite 1000
Wilmington, DE  19801

Internal Revenue Service
PO Box 21126
Philadelphia, PA 19114

US Attorney for District of Minnesota
600 U.S. Courthouse
300 South Fourth Street
Minneapolis, MN 55415

Minnesota Department of Revenue
Collection Division 
P. O. Box 64564 
St. Paul, MN 55164-0564

via U.S. Mail to the addresses listed above, and electronically by Notice of Electronic Filing
upon all parties who have requested service in these cases by filing the same via ECF with the 
Bankruptcy Court in the District of Minnesota.

/e/ Gretchen Luessenheide
Gretchen Luessenheide




