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UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

In re: Chapter 7

PEREGRINE FINANCIAL GROUP, INC,, Case No. 12-27488

Debtor.
Hearing Date: August 30, 2012

)
)
)
)
) Honorable Judge Carol A. Doyle
)
)
) Hearing Time: 10:00 a.m.

NOTICE OF MOTION

PLEASE TAKE NOTICE that on August 30, 2012 at 10:00 a.m., the undersigned shall
appear before the Honorable Carol A. Doyle, United States Bankruptcy Judge for the United
States Bankruptcy Court, Northern District of Illinois, Eastern Division, in Courtroom 742 of the
Dirksen Federal Building, 219 South Dearborn Street, Chicago, Illinois 60604, and then and
there present the TRUSTEE’S SECOND MOTION FOR AUTHORITY TO OPERATE
THE BUSINESS OF THE DEBTOR AND FOR RELATED RELIEF, at which time you
may appear and be heard.

Dated: August 22, 2012 Respectfully submitted,
Ira Bodenstein, not personally, but as chapter
7 trustee for the estate of Peregrine Financial

Group, Inc.

By: __ /s/ Kimberly Bacher
One of his proposed attorneys

Robert M. Fishman (#3124316)

Salvatore Barbatano (#0109681)

Kimberly Bacher (#6285677)

Shaw Gussis Fishman Glantz
Wolfson & Towbin LLC

321 North Clark Street, Suite 800

Chicago, IL 60654

Phone: (312) 541-0151

Fax: (312) 980-3888
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CERTIFICATE OF SERVICE

Kimberly Bacher certifies that she caused to be served a true copy of the above and

foregoing NOTICE OF MOTION and TRUSTEE’S SECOND MOTION FOR
AUTHORITY TO OPERATE THE BUSINESS OF THE DEBTOR AND FOR RELATED
RELIEF upon the attached ECF Electronic Mail Notice List and Service List in the manner so
indicated on this 22" day of August, 2012.

/s/ Kimberly Bacher

Mailing Information for Case 12-27488
Electronic Mail Notice List

The following is the list of parties who are currently on the list to receive email notice/service
for this case.

Kimberly A Bacher  kbacher@shawgussis.com, bharrington@shawgussis.com
Salvatore A Barbatano  sbarbatano@shawgussis.com, jhampton@shawgussis.com
Lawrence M. Benjamin  Ibenjamin@ngelaw.com, rwills@ngelaw.com

Stephen T. Bobo  shobo@reedsmith.com

Ira Bodenstein  iratrustee@shawgussis.com,
IL29@ecfchis.com;sdelamora@shawgussis.com

David E Cohen  dcohen@fishercohen.com

Brooke E Conner  bconner@vedderprice.com,
ecfdocket@vedderprice.com;ecarlson@vedderprice.com

Michael M. Eidelman  meidelman@vedderprice.com, ecfdocket@vedderprice.com
Robert M Fishman  rfishman@shawgussis.com

Geoffrey S. Goodman ggoodman@foley.com, egreen@foley.com;khall@foley.com
Ava Gould agould@cftc.gov

Joshua M Grenard  jgrenard@mayerbrown.com, courtnotification@mayerbrown.com
Allen J Guon aguon@shawgussis.com, sdelamora@shawgussis.com

John W Guzzardo jguzzardo@shawgussis.com, mcarter@shawgussis.com
Stephanie K. Hor-Chen  shor@vedderprice.com, ecfdocket@vedderprice.com
Kevin M Hyde khyde@shawgussis.com, jhampton@shawgussis.com

Thomas S Kiriakos  tkiriakos@mayerbrown.com, Courtnotification@mayerbrown.com
Vincent E. Lazar vlazar@jenner.com,
lyap@jenner.com;mmatlock@jenner.com;docketing@jenner.com

Randall M Lending rlending@vedderprice.com,
trobinson@vedderprice.com;ecfdocket@vedderprice.com

Jennifer M. Muchoney  jmuchoney@pfgbest.com

Mark L Radtke mradtke@shawgussis.com, bharrington@shawgussis.com

Richard A. Saldinger  rsaldinger@shawgussis.com

Jessica M Scheller  jscheller@shawgussis.com, kdevries@shawgussis.com

Sean T Scott  stscott@mayerbrown.com

Scott A Semenek  scott.semenek@faegrebd.com, melanie.senesac@faegrebd.com
Anne W Stukes  astukes@cftc.gov

William W Thorsness  wthorsness@vedderprice.com, ecfdocket@vedderprice.com
Thomas C. Wolford  twolford@ngelaw.com
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Via Electronic Mail and U.S. Malil

CRT Special Investments LLC
Attn: Joseph Sarachek

262 Harbor Drive

Stamford, CT 06902

Gaivesville Coins, Inc.

c/o Stephanie C. Lieb, Esq.

101 E. Kennedy Blvd., Ste. 2700
Tampa, FL 33602
rcolton@trenam.com
slieb@trenam.com

William P. Janulis

U.S. Commodity Futures Trading Commission
525 West Monroe Street, Ste. 1100

Chicago, IL 60601

wijanulis@cftc.gov

James L. Koutoulas

Chief Executive Officer
Typhon Capital Management
190 S. LaSalle St., Ste. 3000
Chicago, IL 60601
jk@typhoncap.com

Joseph M. Russell

JP Morgan Chase Bank NA
10 S. Dearborn Street
Chicago, IL 60603
Joe.russell@jpmchase.com

Gilbert B. Weisman
Becket & Lee LLP

16 General Warren Blvd.
Malvern, PA 19355
Notices@becket-lee.com

Via Electronic Mail

Rosemary Hollinger rhollinger@cftc.gov
Robert W. Wasserman rwasserman@cftc.gov
Scott Williamson swilliamson@cftc.qgov
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Jon J Kramer

U.S. Commodity Futures Trading Commission
525 W. Monroe Street

Chicago, IL 60661

jkramer@cftc.gov

John B. Connor

John B. Connor, P.L.C.
1033 N. Fairfax St., Ste. 310
Alexandria, VA 22314
jack@johnbconnor.com

Outten & Golden LLP
3 Park Ave., 29" Floor
New York, NY 10016
Attn: Jack Raisner
Rene Roupinian

Stephen Mertz

Michael Stewart

Faegre Baker Daniels LLP

90 South 7" St., Ste. 2200
Minneapolis, MN 55402
stephen.mertz@faegrebd.com
Michael.stewart@faegrebd.com

William L. Wallander

John Paul K. Napier

Vinson & Elkins L.L.P.

2001 Ross Avenue, Ste. 3700
Dallas, TX 75201
jnapier@velaw.com

bwallander@velaw.com

Lazonia Clark

Chase Paymentech Solutions, LLC
14221 Dallas Parkway

Building Il

Dallas, TX 75254-2942
Lazonia.clark@chasepaymentech.com
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UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

In re: Chapter 7

)
)
PEREGRINE FINANCIAL GROUP, INC., ) Case No. 12-27488
)
) Honorable Judge Carol A. Doyle
Debtor. )
) Hearing Date: August 30, 2012
) Hearing Time: 10:00 a.m.
TRUSTEE’S SECOND MOTION FOR AUTHORITY
TO OPERATE THE BUSINESS OF THE DEBTOR AND FOR RELATED RELIEF

Pursuant to 11 U.S.C. 88 721 and 507(a)(4), Ira Bodenstein, not personally, but as
chapter 7 trustee (the “Trustee™) for the estate of Peregrine Financial Group, Inc. d/b/a PFG Best
(the “Debtor™), respectfully requests that this Court enter an order, effective through November
12, 2012 without prejudice to the Trustee’s ability to seek further extensions, (i) authorizing the
Trustee to operate the business of the Debtor on a limited basis, (ii) authorizing the Trustee to
pay certain employee obligations including payroll-related withholdings incurred postpetition,
(iii) authorizing the Trustee to continue employee benefit plans on a postpetition basis, and (iv)
authorizing the Trustee to modestly increase the salary of the Debtor’s former general counsel
(the “Motion”). In support of the Motion, the Trustee respectfully states as follows:

BACKGROUND

1. On July 10, 2012 (the “Petition Date”), the Debtor filed a voluntary petition for
relief under chapter 7 of the Bankruptcy Code, 11 U.S.C. 8§ 101, et. seq. Ira Bodenstein is the
duly appointed chapter 7 trustee of the Debtor’s estate.

2. This Court has jurisdiction to hear this matter and enter a final order granting the

relief requested herein pursuant to 28 U.S.C. 88 157 and 1334 and Internal Operating Procedure
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15(a) of the United States District Court for the Northern District of Illinois. Venue is proper in
this District pursuant to 28 U.S.C. 88 1408 and 1409.

3. Prior to the Petition Date, the United States Commodity Futures Trading
Commission (“CFTC”) filed a lawsuit in the United States District Court for the Northern
District of Illinois (“District Court”) alleging that the Debtor and its founder, Russell Wasendorf
Sr., committed fraud, customer-funds violations and made false statements (the “Lawsuit”). In
connection with the Lawsuit, on July 10, 2012, the District Court entered an Order Appointing a
Temporary Receiver. Shortly thereafter, the Debtor commenced the above-captioned case.

4, On July 12, 2012, the Trustee filed an Emergency Motion for Authority to
Operate the Business of the Debtor and for Related Relief (the “First Motion”). On July 13,
2012, this Court entered an order authorizing the Trustee to operate the Debtor’s business and
pay employee obligations pursuant to 11 U.S.C. § 721 (the “First Order”). Pursuant to the First
Order, the Trustee was authorized to, inter alia, operate the Debtor’s business until September
13, 2012. The Trustee was granted leave to seek extensions of his authority to operate the
business.

5. Since the entry of the First Order, the Trustee, with the assistance of the Debtor’s
employees, has diligently worked to liquidate the assets of the Debtor and to wind-down the
Debtor’s business. The Trustee has determined that he requires additional time to operate the
Debtor’s business so that he can continue to effectively and efficiently liquidate the assets of the
Debtor.

RELIEF REQUESTED

6. Consistent with the relief sought in the First Motion, the Trustee seeks authority
pursuant to 11 U.S.C. 88 721 and 507(a)(4) to operate the business of the Debtor on a limited

basis to conduct the Business Operations (defined below) and to pay the Employee Obligations
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(defined below).

A. Business Operations.

7. In order to properly and orderly liquidate the assets of the Debtor, the Trustee
requests authority to operate the business of the Debtor to, among other things, perform the
following business operations (collectively, the “Business Operations”):

I. Accounting functions;
ii. Regulatory compliance;

ii. Balancing and processing;

iv. Responsibilities and obligations related to human resources;
V. Information technology; and
Vi, Retaining the services of appropriate professionals and/or other

service providers as necessary to properly investigate, marshal and
liquidate the assets of the Debtor (including potential causes of action).

8. The Trustee does not intend to solicit new customers or new orders, market the
Debtor’s services to the public or execute any transactions except as pursuant to applicable
bankruptcy and non-bankruptcy law.

9. The Trustee requests authority to perform the Business Operations so that he can
effectively facilitate the liquidation of the Debtor’s assets. Given the size and magnitude of the
Debtor’s business, the Trustee believes that the request is necessary under the circumstances.

B. Employee Obligations.

10.  Wages. Prior to the Petition Date, the Debtor employed 241 employees (the
“Employees”). The Debtor generally paid its employees on the 15™ and the 30" of each month.
Each payroll includes the wages for the previous two weeks of services. The Debtor’s payroll is

processed through a third party payroll service, Paylocity.
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11.  As of the date of the First Motion and through consultation with the Debtor’s
management, the Trustee identified fifty-seven (57) of the Employees that needed to be retained
to assist him in liquidating the assets of the Debtor. The Trustee has since reduced that number
to thirty-five (35), and expects that number to decrease further based on the continued liquidation
of the Debtor’s business (the “Retained Employees”). The Trustee requires the assistance of the
Retained Employees in order to maximize assets for the Debtor’s creditors.

12. The Trustee also requests authority to increase the compensation paid to the
Debtor’s general counsel, Rebecca Wing. During calendar year 2011, the Debtor paid Ms. Wing
$380,219.92 annually, which was comprised of a base salary and bonus. During the Trustee’s
operation of the Debtor’s business, it has become apparent that Ms. Wing’s services are
invaluable. Ms. Wing contains a wealth of knowledge regarding the Debtor’s business and has
extensive experience as a commodity/financial services attorney. Based on the outstanding
services provided by Ms. Wing, the Trustee requests authority to modestly increase her annual
compensation to $400,000. This amount represents only a slight increase in Ms. Wing’s salary
from calendar year 2011.

13.  The Trustee requests authority to continue to pay the Retained Employees,
including the proposed increase for Ms. Wing, the wages owed for services rendered to the
Debtor’s estate after the Petition Date (the “Wages”). The Trustee has the ability to pay the
Wages through the Debtor’s unencumbered funds.

14. Employee Benefits. In the ordinary course of business, the Debtor established

various employee benefit plans and other policies. By this Motion, the Trustee requests further
authority to continue these benefit programs postpetition (collectively, the “Employee Benefits”

and together with the Wages, the “Employee Obligations™). The Employee Benefits include the
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following:

a. Vacation benefits. Unless otherwise agreed to by the Debtor, after six
months of eligible service, an employee is entitled to five vacation days;
after one year of service, an employee is entitled to ten vacation days; and
after two or more years, an employee is entitled to fifteen vacation days
each year. As of the Petition Date, certain Retained Employees had
accrued unused vacation days. The Trustee requests that all Retained
Employees be authorized to use such accrued vacation days as authorized
by the Trustee while the Trustee operates the Debtor’s business. The
Trustee does not propose to “cash out” any unused vacation time and he is
not seeking authority to pay the same.

b. Insurance. The Debtor provided insurance coverage and other benefit
plans to its Retained Employees, which included dental, vision, health,
disability and life insurance. The Trustee requests authority to continue
the insurance obligations for the Retained Employees for the period prior
to the Petition Date and while the Trustee operates the Debtor’s business.

C. 401(k) Obligations. The Debtor sponsored a 401(k) retirement savings
plan that is administered through a third-party. The Debtor provided its
Retained Employees with a matching contribution (“Contribution
Program™). The Trustee does not seek authority to continue the
Contribution Program, but seeks authority to permit the Retained
Employees to continue making contributions to their 401(k) plans.

d. Flexible Spending Accounts. The Debtor provided its Retained
Employees with a flexible spending account plan (“Flex Accounts”),
pursuant to which some Retained Employees maintain accounts for
healthcare and dependent care. Under the Flex Accounts, Retained
Employees have amounts withheld from their paychecks and those
amounts subsequently can be used to reimburse Retained Employees for
their healthcare and dependent care expenses. The Trustee seeks approval
of this Court to continue the Flex Accounts with respect to the Retained
Employees.

15. In sum, the Trustee seeks authority to pay the Employee Benefits (as set forth
herein) for the Retained Employees while the Trustee operates the Debtor’s business.

16. Nothing contained in this Motion shall constitute a request for authority to assume
any agreements, policies or procedures relating to any executory contracts or agreements,
including, but not limited to, any benefit plans, employment agreements, collective bargaining

agreements or severance agreements to which the Debtor is a party.
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17. Under the Bankruptcy Code, the Court may, in its discretion, authorize a chapter 7
trustee to continue to operate a debtor’s business if such action is “in the best interest of the
estate and consistent with the orderly liquidation of the estate.” 11 U.S.C. § 721. Generally,
courts approve of continued operation “to maximize receipts when the business is sold." In re
Hessinger Resources, LTD., 67 B.R. 378, 383 (C.D. Ill. 1986). That is exactly the situation we
are faced with here. The Trustee believes that the continued operation of the Debtor’s business
is both necessary to maintain the value of the assets of the Debtor’s estate and to allow him to
maximize the recovery from the liquidation of the Debtor’s business.

WHEREFORE, the Trustee respectfully requests that this court enter an order, in a form
attached hereto, pursuant to 11 U.S.C. § 721, authorizing the Trustee to continue to operate the
Debtor’s business to perform the Business Operations, in the Trustee’s business judgment, to
preserve value for the Debtor’s estate and to pay the Employee Obligations, and for such other,
further and different relief as this court deems just and proper.

Dated: August 22, 2012 Respectfully submitted,
Ira Bodenstein, not personally, but as chapter

7 trustee for the estate of Peregrine Financial
Group, Inc.

By: __ /s/ Kimberly Bacher
One of his proposed attorneys

Robert M. Fishman (#3124316)

Salvatore Barbatano (#0109681)

Kimberly Bacher (#6285677)

Shaw Gussis Fishman Glantz
Wolfson & Towbin LLC

321 North Clark Street, Suite 800

Chicago, Il 60654

Phone: (312) 541-0151

Fax: (312) 980-3888

{10403-001 MOT A0325299.DOC 4} 6



Case 12-27488 Doc 123-1 Filed 08/22/12 Entered 08/22/12 10:09:25 Desc
Proposed Order Second Order Authorizing the Trustee to Operate the Business oft Page 1 of 1

Please walt...

If this message is not eventually replaced by the proper contents of the document, your PDF
viewer may not be able to display this type of document.

Y ou can upgrade to the latest version of Adobe Reader for Windows®, Mac, or Linux® by
visiting http://www.adobe.com/go/reader_downl oad.

For more assistance with Adobe Reader visit http://www.adobe.com/go/acrreader.

Windows s either aregistered trademark or atrademark of Microsoft Corporation in the United States and/or other countries. Mac is a trademark
of AppleInc., registered in the United States and other countries. Linux is the registered trademark of Linus Torvaldsin the U.S. and other

countries.



