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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 FOR AUTHORIZATION TO SELL ASSETS
FREE AND CLEAR OF LIENS AND OUTSIDE THE ORDINARY COURSE OF 

BUSINESS UNDER 11 U.S.C. § 363

TO: The entities specified in Local Rule 9013-3

1. Petters Group Worldwide, LLC (“PGW” or “Debtor”), through its undersigned 

attorneys, moves the Court for the relief requested below and gives notice of a hearing.

2. The Court will hold a hearing on this Motion at 1:30 p.m. on December 9, 2008, 

before the Honorable Gregory F. Kishel, United States Bankruptcy Judge, in Courtroom 2A, 

United States Courthouse, 316 North Robert Street, St. Paul, Minnesota.  

3. Any response to this motion must be filed and served by delivery not later than 

Tuesday December 2, 2008, which is five days before the time set for the hearing (excluding 

Saturdays, Sundays, and holidays), or filed and served by mail not later than Friday November 
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28, 2008, which is seven 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 matter is a core proceeding within the 

meaning of 28 U.S.C. § 157(b).  The petition commencing the Chapter 11 case of PGW was filed 

on October 11, 2008.  Venue of this case and motion in this district is proper pursuant to 28 

U.S.C. §§ 1408 and 1409.  This case is pending before this Court.  

5. This Motion arises under § 363 of Title 11 of the United States Code (the 

“Bankruptcy Code”), as well as Bankruptcy Rules 2002 and 6004.  This Motion is filed under

Fed. R. Bankr. P. 9014 and Local Rules 9013-1 through 3.  Debtor seeks authority to sell certain 

property free and clear of any interest in the property and outside of the ordinary course of 

business pursuant to Bankruptcy Code § 363, and for other relief as set forth herein.

BACKGROUND

6. Debtor filed a voluntary petition for relief pursuant to Chapter 11 of Title 11 of 

the United States Code (the “Bankruptcy Code”).  Debtor continues to operate its businesses as a 

debtor-in-possession pursuant to §§ 1107 and 1108 of the Bankruptcy Code.  No bankruptcy 

trustee or examiner has been appointed in the Debtor’s Case; the Debtor is presently under the 

control of Douglas A. Kelley, a court-appointed receiver.  To date, no creditor or other official 

committee has been appointed pursuant to § 1102 of the Bankruptcy Code. 

7. Petters Company, Inc. (“PCI”), founded in 1987, is a privately held Minnesota 

limited liability company.  It is owned 100% by Thomas J. Petters.  PCI, in turn, is the sole 

member and owns 100% of the membership interests of PC Funding, LLC, Thousand Lakes,

LLC, SPF Funding, LLC, PL Ltd., Inc., Edge One, LLC, MGC Finance, Inc. and PAC Funding, 
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LLC. Each of these entities has also filed voluntary petitions for relief under chapter 11 of the 

Bankruptcy Code.  The operations and management decisions of PCI and its subsidiary entities 

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, founded in 1988, is a privately held Delaware 

limited liability company.  It is owned 100% by Thomas J. Petters.  The management decisions 

of PGW and its subsidiary entities were conducted at the company’s headquarters, located at 

4400 Baker Road, Minnetonka, Minnesota.  PGW has investments in companies worldwide, 

which include 100% ownership of Polaroid (products include cameras, PoGo printers, LCD TVs, 

portable DVD players), among others.  PGW also owns and controls 50% of the membership 

interest of Business Impact Group, LLC (“BIG”).  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”), based on claims made of fraud or other 

wrongdoing on the part of PCI, publicly announced an investigation of, and took actions, 

including seizure of records, against PCI, its sole owner, Thomas J. Petters, and other employees 

allegedly involved in a fraudulent Ponzi scheme.  On October 3, 2008, Thomas J. Petters was 

arrested on charges of mail and wire fraud, money laundering, and conspiracy.  Other Petters 

executives implicated in this scheme have also been arrested on various charges and have plead 
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guilty to certain crimes.  The United States alleges that more than 20 lenders and lending groups 

may have been bilked out of more than $3 billion.

10. As a result of the investigation and arrests, numerous other employees voluntarily 

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

corporate counsel, the two senior in-house counsel, the CEO, the CFO, and others with 

knowledge of the financial transactions among the Debtors and with outside lenders.

11. In addition, several lenders have commenced actions against the Debtors in 

several courts, both in Minnesota as well as in other states.  On October 6, 2008, the Honorable 

Ann D. Montgomery, United States District Court, District of Minnesota, issued an Order for 

Entry of Preliminary Injunction, Order Appointing Receiver and Other Equitable Relief.  Judge 

Montgomery appointed Douglas A. Kelley as receiver for the Debtors.  In addition, Judge 

Montgomery’s Order specifically granted Mr. Kelley authority to file “any bankruptcy petitions 

for any of the [Debtors] to protect and preserve the assets of any of the [Debtors] and acting as 

management or Debtor in Possession of any of the [Debtors] so filed by the Receiver, and to 

appear and be heard in any bankruptcy of any of the [Debtors] not filed by the Receiver.”  See

Order Appointing Receiver, Sect. IV, paragraph (b)(4), a copy of which was attached as Exhibit 

A to the Motion for Joint Administration filed in the case of PCI, BKY 08-45257, Docket # 10.

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 operations, sell assets and preserve potential avoidance and claims. Debtors 

continue to operate their businesses as debtors-in-possession.  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, 
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but will also be involved in the ongoing management, operations and sales (as the case may be) 

of its subsidiaries and their respective assets.

RELIEF REQUESTED

13. As part of the reorganization of its operations, and in an effort to increase cash 

flow, Debtor intends to sell its membership interest in a subsidiary entity, Business Impact 

Group, LLC (“BIG”), a Minnesota Corporation, for an immediate cash payment as well as a 

contingent payment based on the net recovery, if any, for damage to inventory as the result of a 

fire at an off-site storage facility on July 3, 2008.

14. Upon information and belief, BIG was formed in 2003 and is a marketing and 

brand design firm located in Chanhassen, Minnesota owned by two members:  Business Impact 

Group, Inc. (“Buyer”), and PGW.  Each member owns and controls 2,933,333 membership units;

therefore each member owns fifty percent (50%) of the issued and outstanding membership 

units.  

15. Upon information and belief, Buyer is owned one hundred percent (100%) by 

Paul Taunton (“Taunton”), who is also the President and CEO of BIG.  Upon information and 

belief, Taunton is also a member of Taunton Ventures, LP, which is a creditor of PCI and is 

owed approximately $6.5 million. 

16. Upon information and belief, on or after September 1, 2008, Taunton has loaned 

$1.4 million to BIG to keep its operations afloat. The cash infusion was primarily utilized to 

replace approximately $1.2 million of inventory lost in the warehouse fire.  Taunton has 

indicated an unwillingness to lend additional funds to continue BIG’s operations.  As a result, the 

company cannot continue operating, does not have sufficient assets to pay its line of credit 

obligations to Crown Bank, and has no other credit or cash resources to continue operations.  

17. Following news of the federal investigation, one of BIG’s creditors, Crown Bank 
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froze its line of credit, to which Thomas J. Petters and Taunton had also executed personal 

guarantees, and issued a notice of default letter to the company.  Such actions by Crown Bank 

have hindered BIG’s ability to conduct business as usual.

18. In early October, 2008, Taunton approached PGW and offered to buy PGW’s 

interest in BIG, with the purchase price to be paid to PGW over time under a promissory note.  

Debtor negotiated directly with Business Impact Group, Inc. regarding the terms of sale, which 

now include an immediate cash payment rather than a note upon closing and the parties’ 

acceptance of a Membership Unit Purchase Agreement (“Agreement”), a true and correct copy 

of which is attached hereto as Exhibit 1. 

19. It is the Debtor’s belief that the value of BIG is integrally tied to Taunton and his 

continued involvement in the company-- without Taunton, there would be no value in BIG.  As a 

result, Debtor believes no third-party would be interested in purchasing BIG unless Taunton 

agreed to stay as a key employee and sign a non-compete agreement.  Because Taunton is not 

bound by any such non-compete agreement, and has indicated an unwillingness to enter into 

such an agreement, it is unlikely any third-party buyer could be found for this asset of the estate.  

Therefore, sale of PGW’s membership interest to Taunton is in the best interest of the estate –

without this sale, it is likely the estate would receive no value for its membership interest as BIG 

would likely cease operations.

20. Under the Agreement, Buyer will purchase PGW’s 50% membership in BIG for 

$274,033 in cash.  The cash figure represents PGW’s share, or 50%, of the net book value of the 

company (assets – liabilities) as of September 30, 2008.  

21. BIG’s accountant, Schechter Dokken Kantor, has provided updated financial 

statements, as of September 30, 2008, that reflect the net book value of BIG at $548,066 (Total 
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Assets of $5,807,781 less Total Liabilities of $5,259,715), a true and correct copy of which is 

attached hereto as Exhibit 2.  In addition, BIG has provided the balance sheets and income 

statements for the years 2006 and 2007, copies of which are attached hereto as Exhibit 3.

22. In addition to receiving the liquidation value of BIG, PGW will also receive 45% 

of the net recovery, if any, for the loss of inventory in a fire at an off-site storage facility. BIG is 

pursuing a claim against the warehouse operations company and the property owners for losses 

resulting from the fire.  BIG is one of many claimants in the loss, and, with limited coverage and 

litigation expenses that will be incurred, will likely share pro rata with other loss payees.  At this 

time, it is not possible to estimate the likely recovery that will inure to BIG.  The Agreement 

provides that PGW is entitled to 45% of that recovery, whatever that amount is, and whenever 

funds are recovered.

23. Crown Bank has indicated support for a purchase of PGW’s interest in BIG and 

has expressed a willingness to work out a refinancing package with BIG and Buyer. in the event 

that PGW  no longer holds an ownership interest in BIG.  

24. Debtor, in the exercise of its business judgment, believes the sale of its 

membership interest in BIG to Buyer is for the best price that could be obtained for its 

membership interest.

25. Debtor believes that the sale of its membership interest in BIG, on the terms and 

conditions outlined herein, is in the best interest of the estate and creditors and that sound 

business justification exists for the sale as proposed herein.

26. The Debtor seeks authority to sell its membership interest in BIG free and clear of 

all liens, claims, and encumbrances under 11 U.S.C. § 363(f).  Debtor does not believe that there 

are currently any liens or other security interests attached to the membership interests of BIG, 
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other than potentially security interests granted by PGW to affiliated entities Petters Company, 

Inc. and Petters Capital, LLC.  Such liens, if effective, would not preclude approval of this sale.  

27. Debtor may offer the testimony of Douglas A. Kelley, Court Appointed Receiver, 

Paul Taunton, President and CEO of BIG, or representatives of FTI or PricewaterhouseCoopers, 

financial advisors to the Receiver, if necessary.

WHEREFORE, Debtor respectfully requests the court enter an order authorizing the sale 

of its membership interest in Business Impact Group, LLC to Business Impact Group, Inc., free 

and clear of all leans, claims and encumbrances and under the terms outlined herein, as well as

granting such other relief as may be just and equitable.

DATED: November 18, 2008 LINDQUIST & VENNUM P.L.L.P.

By e/ James A. Lodoen
James A. Lodoen (#173605)
George H. Singer (#262043)
William P. Wassweiler (# 232348)

4200 IDS Center
80 South Eighth Street
Minneapolis, MN 55402-2274
(612) 371-3211
(612) 371-3207 (facsimile)

ATTORNEYS FOR DEBTOR

Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 8 of 42




Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 9 of 42




Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 10 of 42


luessegl
Text Box
Exhibit 1



Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 11 of 42




Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 12 of 42




Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 13 of 42




Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 14 of 42




Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 15 of 42




Doc# 2766205\7

EXHIBIT A

(Company Balance Sheet as of September 30, 2008)

See attached.
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Business Impact Group
Balance Sheet

September 30, 2008

Assets Current Period Dec, 2007

Cash (18,617) 125,891

Accounts Receivable 2,642,070 1,819,977

AR - Allowance for Doubtful Accounts (288,697) (30,693)

Other Current Asset 214,266 424,488

Inventory - Net 2,982,205 2,873,105

Total Current Assets 5,531,227 5,212,768

Property and Equipment

Investment Property 77,800 77,800

Furniture & Fixtures 136,184 136,184

Leasehold Improvements 6,415 6,415

Computers and Office Equip 350,889 324,913

Warehouse Equipment 108,095 33,149

Total Fixed Assets 679,383 578,461

Less:  Accum Depreciation (402,829) (350,797)

Net Fixed Assets 276,554 227,664

Total Assets 5,807,781 5,440,432

Liabilities & Member Equity
Liabilities

Accounts Payable 809,821 1,177,349

Sales Commission Payable 96,300 170,675

Line of Credit 2,802,088 1,850,000

Loan from Shareholder(s) 1,400,000 0

Other Current Liability 144,148 179,777

Short Term Liability 7,358 29,861

Total Liabilities 5,259,715 3,407,662

Member Equity

Member Capital (6,399,998 shares outsanding) 1,879,728 1,879,728

Member Draw (728,744) (373,441)

Retained Earnings - Prior 526,484 47,953

Retained Earnings - Current (1,129,402) 478,531

Total Member Equity 548,066 2,032,770

Total Liabilities and Equity 5,807,781 5,440,432
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EXHIBIT B

Membership Unit Powers Agreement

See attached.

Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 18 of 42




Doc# 2766205\7

Membership Unit Powers Agreement

FOR VALUE RECEIVED Petters Group Worldwide, LLC, a Minnesota limited liability 

company, hereby sells, assigns and transfers unto Business Impact Group, Inc., a Minnesota 

corporation, 2,933,333 membership units of Business Impact Group, LLC, a Delaware limited 

liability company (“Company”), whether or not such membership units are certificated and any 

and all instruments or evidences of ownership of the membership units in the Company, which 

may exist in any form whatsoever, and does hereby irrevocably constitute and appoint any 

officer of the within named Corporation as attorney to transfer the said shares on the Company 

books with full power of substitution in the premises.

PETTERS GROUP WORLDWIDE, LLC, a
Minnesota limited liability company

Dated: _____________, 2008. By: 
 Douglas A. Kelley
Title:  Receiver
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EXHIBIT C

Equity Agreement

See attached.
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Business Impact Group
Income Statement

For the Period Ending September 30, 2008

Current Period % Year to Date %

Revenue 2,027,637.15 100.0% 12,819,046.36 100.0%

Cost of Goods Sold 1,421,715.63 70.1% 8,824,792.26 68.8%

Gross Profit 605,921.52 29.9% 3,994,254.10 31.2%

Operating Expenses
Salaries and Related 233,482.57 11.5% 2,328,660.67 18.2%

General and Administrative 31,079.30 1.5% 580,982.20 4.5%

Sales and Marketing 53,401.87 2.6% 604,076.63 4.7%

Equipment and Occupancy 22,366.13 1.1% 186,307.04 1.5%

Depreciation 6,038.89 0.3% 52,032.05 0.4%

Total Operating Expenses 346,368.76 17.1% 3,752,058.59 29.3%

Operating Profit 259,552.76 12.8% 242,195.51 1.9%

Other Income / Expense
Extraordinary Expense - Loss (Fire) 0.00 0.0% (1,239,715.06) -9.7%

Interest Expense (17,603.14) -0.9% (131,882.17) -1.0%

Final Net Profit 241,949.62 11.9% (1,129,401.72) -8.8%
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Business Impact Group
Balance Sheet

September 30, 2008

Assets Current Period Dec, 2007

Cash (18,617) 125,891

Accounts Receivable 2,642,070 1,819,977

AR - Allowance for Doubtful Accounts (288,697) (30,693)

Other Current Asset 214,266 424,488

Inventory - Net 2,982,205 2,873,105

Total Current Assets 5,531,227 5,212,768

Property and Equipment

Investment Property 77,800 77,800

Furniture & Fixtures 136,184 136,184

Leasehold Improvements 6,415 6,415

Computers and Office Equip 350,889 324,913

Warehouse Equipment 108,095 33,149

Total Fixed Assets 679,383 578,461

Less:  Accum Depreciation (402,829) (350,797)

Net Fixed Assets 276,554 227,664

Total Assets 5,807,781 5,440,432

Liabilities & Member Equity
Liabilities

Accounts Payable 809,821 1,177,349

Sales Commission Payable 96,300 170,675

Line of Credit 2,802,088 1,850,000

Loan from Shareholder(s) 1,400,000 0

Other Current Liability 144,148 179,777

Short Term Liability 7,358 29,861

Total Liabilities 5,259,715 3,407,662

Member Equity

Member Capital (6,399,998 shares outsanding) 1,879,728 1,879,728

Member Draw (728,744) (373,441)

Retained Earnings - Prior 526,484 47,953

Retained Earnings - Current (1,129,402) 478,531

Total Member Equity 548,066 2,032,770

Total Liabilities and Equity 5,807,781 5,440,432
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Business Impact Group
Balance Sheet

December 31, 2006

Assets Current Period Dec, 2005

Cash 226,562 72,980

Accounts Receivable 2,010,094 1,463,892

AR - Allowance for Doubtful Accounts (30,693) (17,616)

Other Current Asset 140,611 34,682

Inventory - Net 1,361,544 2,134,206

Total Current Assets 3,708,118 3,688,144

Property and Equipment

Furniture & Fixtures 135,209 133,211

Leasehold Improvements 6,415 5,023

Computers and Office Equip 311,014 306,287

Warehouse Equipment 31,262 31,262

Total Fixed Assets 483,900 475,783

Less:  Accum Depreciation (278,563) (208,565)

Net Fixed Assets 205,337 267,218

Total Assets 3,913,454 3,955,362

Liabilities & Member Equity
Liabilities

Accounts Payable 654,400 893,087

Sales Commission Payable (43,714) (143,141)

Line of Credit 1,030,000 1,335,000

Other Current Liability 285,220 205,793

Long Term Liability 59,866 89,871

Total Liabilities 1,985,772 2,380,610

Member Equity

Member Capital (6,399,998 shares outsanding) 1,879,728 2,014,728

Paul Taunton - 2,666,666 shares issued

Thomas Petters - 2,666,666 shares issued

Retained Earnings - Prior (439,975) (499,156)

Retained Earnings - Current 487,929 59,181

Total Member Equity 1,927,681 1,574,752

Total Liabilities and Equity 3,913,454 3,955,362
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Business Impact Group
Income Statement

For the Period Ending December 31, 2006

This Year % This Year %

Revenue 1,734,461.82 100.0% 12,841,381.11 100.0%

Cost of Goods Sold 1,176,844.19 67.9% 8,651,151.92 67.4%

Gross Profit 557,617.63 32.1% 4,190,229.19 32.6%

Operating Expenses
Salaries and Related 316,105.10 18.2% 2,456,765.91 19.1%

General and Administrative 22,255.70 1.3% 311,672.33 2.4%

Sales and Marketing 105,479.86 6.1% 676,500.88 5.3%

Equipment and Occupancy 19,729.53 1.1% 230,420.57 1.8%

Depreciation 5,837.59 0.3% 69,998.58 0.5%

Total Operating Expenses 469,407.78 27.1% 3,745,358.27 29.2%

Operating Profit 88,209.85 5.1% 444,870.92 3.5%

Other Income / Expense
Miscellaneous Income 71,946.78 4.1% 141,268.14 1.1%

Interest Expense (5,977.54) -0.3% (98,210.45) -0.8%

Net Profit 154,179.09 8.9% 487,928.61 3.8%

Current Period Year to Date
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Business Impact Group
Balance Sheet

December 31, 2007

Assets Current Period Dec, 2006

Cash 125,891 226,562

Accounts Receivable 1,819,977 2,010,094

AR - Allowance for Doubtful Accounts (30,693) (30,693)

Other Current Asset 424,488 140,611

Inventory - Net 2,873,105 1,361,544

Total Current Assets 5,212,768 3,708,118

Property and Equipment

Investment Property 77,800 0

Furniture & Fixtures 136,184 135,209

Leasehold Improvements 6,415 6,415

Computers and Office Equip 324,913 311,014

Warehouse Equipment 33,149 31,262

Total Fixed Assets 578,461 483,900

Less:  Accum Depreciation (350,797) (278,563)

Net Fixed Assets 227,664 205,337

Total Assets 5,440,432 3,913,454

Liabilities & Member Equity
Liabilities

Accounts Payable 1,177,349 654,400

Sales Commission Payable 170,675 (43,714)

Line of Credit 1,850,000 1,030,000

Other Current Liability 179,777 285,220

Long Term Liability 29,861 59,866

Total Liabilities 3,407,662 1,985,772

Member Equity

Member Capital (6,399,998 shares outsanding) 1,879,728 1,879,728

Paul Taunton - 2,666,666 shares issued

Thomas Petters - 2,666,666 shares issued

Member Draw (373,441) 0

Retained Earnings - Prior 47,953 (439,975)

Retained Earnings - Current 478,530 487,929

Total Member Equity 2,032,770 1,927,681

Total Liabilities and Equity 5,440,432 3,913,454
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Business Impact Group
Income Statement

For the Period Ending December 31, 2007

Current Period % Year to Date %

Revenue 1,755,578.57 100.0% 13,941,552.10 100.0%

Cost of Goods Sold 1,129,004.72 64.3% 9,112,820.11 65.4%

Gross Profit 626,573.85 35.7% 4,828,731.99 34.6%

Operating Expenses
Salaries and Related 395,034.59 22.5% 2,679,374.06 19.2%

General and Administrative 86,213.23 4.9% 435,528.77 3.1%

Sales and Marketing 103,611.31 5.9% 899,378.64 6.5%

Equipment and Occupancy 18,605.28 1.1% 234,822.06 1.7%

Depreciation 6,556.65 0.4% 72,233.80 0.5%

Total Operating Expenses 610,021.06 34.7% 4,321,337.33 31.0%

Operating Profit 16,552.79 0.9% 507,394.66 3.6%

Other Income / Expense
Miscellaneous Income 80,000.00 4.6% 96,020.39 0.7%

Interest Expense (15,383.30) -0.9% (124,884.37) -0.9%

Final Net Profit 81,169.49 4.6% 478,530.68 3.4%
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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 FOR AUTHORIZATION TO SELL 
ASSETS FREE AND CLEAR OF LIENS AND OUTSIDE THE ORDINARY COURSE 

OF BUSINESS UNDER 11 U.S.C. § 363

TO: The entities specified in Local Rule 9013-3

Petters Group Worldwide, LLC (“PGW” or “Debtor”), in the above-captioned Chapter 11 

case, respectfully submits this Memorandum in support of its motion for an order authorizing the 

sale of its membership interest in Business Impact Group, LLC under 11 U.S.C. § 363(b).

FACTS

The factual support for this memorandum is set forth in the attached Motion, and is

incorporated herein, as if fully set forth herein.

LEGAL ARGUMENT
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In pertinent part, Section 363(b) provides that “[t]he trustee, after notice and a hearing, 

may use, sell or lease, other than in the ordinary course of business, property of the estate.” 11 

U.S.C. § 363(b). In determining whether to authorize the use, sale or lease of property of the 

estate under this section, courts require the debtor to show that a sound business purpose justifies 

such actions. See, e.g., In re Schipper, 933 F.2d 513, 515 (7th Cir. 1991); In re Channel One 

Communications, 117 B.R. 493 (Bkrtcy. E.D. Mo. 1990) (applying the sound business purpose 

test of In re Lionel Corp., 722 F.2d 1063 (2d Cir. 1983).

In evaluating whether a sound business purpose justifies the use, sale or lease of property 

under Section 363(b), courts consider a variety of factors, which essentially represent a “business

judgment test.” See Collier on Bankruptcy § 363.02 (15th ed.1997). In In re Lionel Corp., the 

Court of Appeals for the Second Circuit listed several factors which a bankruptcy court may 

consider in its Section 363(b) analysis.  Specifically confronted with the sale of assets under 

Section 363(b), the Second Circuit stated:

In fashioning its findings, a bankruptcy judge must not blindly follow the hue and 
cry of the most vocal special interest groups; rather, he should consider all salient 
factors pertaining to the proceeding and, accordingly, act to further the diverse 
interests of the debtor, creditors and equity holders, alike. He might, for example, 
look to such relevant factors as the proportionate value of the asset to the estate 
as a whole, the amount of elapsed time since the filing, the likelihood that a plan 
of reorganization will be proposed and confirmed in the near future, the effect of 
the proposed disposition on future plans of reorganization, the proceeds to be 
obtained from the disposition vis-a-vis any appraisals of the property, which of 
the alternatives of use, sale or lease the proposal envisions, and most importantly 
perhaps, whether the asset is increasing or decreasing in value.

722 F.2d at 1071. In delineating these factors, the Second Circuit cautioned that “this list is not 

intended to be exclusive, but merely to provide guidance to the bankruptcy judge.” Id.

Here, the Debtor believes sound business justification exists to sell the membership 

interest in BIG as set forth in the Motion.  Given the circumstances involving Mr. Petters, the 
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tenuous business environment at PGW, Crown Bank’s decision to call its note immediately due 

and payable, and the lack of viable credit for the company to continue operations, the offer by 

Business Impact Group, Inc. to pay $274,033 for the membership interest of PGW is fair and 

Debtor believes this is the best value that could be obtained for these shares.  As a result, the sale 

of PGW’s membership interest in BIG is in the best interest of the Debtor and its creditors.  

SALE FREE AND CLEAR OF LIENS

Section 363 of the Bankruptcy Code provides that:

The trustee may sell property under subsection (b) or (c) of this section free and clear of 
any interest in such property of an entity other than the estate, only if--

(1) applicable nonbankruptcy law permits sale of such property free and clear of 
such interest;
(2) such entity consents;
(3) such interest is a lien and the price at which such property is to be sold is 
greater than the aggregate value of all liens on such property;
(4) such interest is in bona fide dispute; or
(5) such entity could be compelled, in a legal or equitable proceeding, to accept a 
money satisfaction of such interest.

11 U.S.C. 363(f).  Any one of the five conditions provides authority to sell free and clear of 

liens.  In re Elliot, 94 B.R. 343, 345 (E.D. Pa. 1988).  To the extent a secured creditor or 

lienholder that receives notice of the sale and does not file an objection to the motion, that 

creditor should be deemed to have consented to the sale.  In re Shary, 152 B.R. 724, 725-26 

(Bkrtcy. N.D. Ohio 1993).  Here, Debtor has obtained the consent of affiliated entities holding 

potential security interests in its membership interest in BIG.  Additionally, such affiliated 

entities could be compelled to accept money satisfaction of such interest.  Therefore, Debtor has 

met the conditions required by Section 363(f).

CONCLUSION

Debtor respectfully requests the court enter an order authorizing the sale of its 

membership interest in BIG to Business Impact Group under terms outlined in the Motion and 
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granting such further relief as the Court deems just and equitable.

DATED: November 18, 2008 LINDQUIST & VENNUM P.L.L.P.

By e/ James A. Lodoen
James A. Lodoen (#173605)
George H. Singer (#262043)
William P. Wassweiler (# 232348)

4200 IDS Center
80 South Eighth Street
Minneapolis, MN 55402-2274
(612) 371-3211
(612) 371-3207 (facsimile)

ATTORNEYS FOR DEBTOR
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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 AUTHORIZING SALE OF ASSETS FREE AND CLEAR OF LIENS AND 
OUTSIDE THE ORDINARY COURSE OF BUSINESS UNDER 11 U.S.C. § 363

This case came on for hearing before the Court on December 9, 2008 on the Debtor’s 

motion for authorization to sell assets outside the ordinary course of business under § 363(b) of 

the Bankruptcy Code.  James A. Lodoen appeared for the Debtors.  Other appearances were 

noted on the record.  Based on the arguments of counsel, moving documents and the record made 

at the hearing, 

IT IS HEREBY ORDERED:

1. Debtor is authorized to sell its 50% membership interest in Business Impact 

Group, LLC to Business Impact Group, Inc. under the terms and conditions outlined in the
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Motion.

2. Debtor and Business Impact Group, Inc. are authorized to take such actions as 

necessary to sell the membership interest in BIG, or otherwise implement the Membership Unit 

Purchase Agreement, without the necessity of further order of this Court. 

3. Pursuant to Section 363(f) of the Bankruptcy Code, Debtor’s membership interest 

in BIG shall be sold free and clear of any and all liens, claims, interests and encumbrances. Any

such liens, encumbrances and other interests in the assets shall attach to the sales proceeds in a 

manner with the same dignity, priority, validity and effect as existed in the assets prior to the 

sale.

4. Notwithstanding Fed. R. Bankr. P. 6004(h), this Order shall take effect

immediately upon entry.

Dated: _____________________
_________________________________________
Gregory F. Kishel
United States Bankruptcy Judge

Case 08-45257    Doc 68    Filed 11/18/08    Entered 11/18/08 15:19:00    Desc Main
 Document      Page 41 of 42




Doc# 2775496\1

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 November 18, 2008 she served the 
following documents:

1. Notice of Hearing and Motion for Authorization to Sell Assets Free and Clear of Liens 
and Outside the Ordinary Course of Business Under 11 U.S.C. § 363;

2. Memorandum in Support of Motion for Authorization to Sell Assets Free and Clear of 
Liens and Outside the Ordinary Course of Business Under 11 U.S.C. § 363; and

3. Proposed Order Authorizing Sale of Assets Free and Clear of Liens and Outside the 
Ordinary Course of Business Under 11 U.S.C. § 363

upon 

Chad A. Johnson
Hellmuth & Johnson, PLLC
1040 Viking Drive, Suite 500
Eden Prairie MN 55344

and electronically by Notice of Electronic Filing, and 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
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