UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

Inre: Bky. Case No. 08-45136 (RJK)

Petters Aviation, LLC, Chapter 11
Debtor.

Elite Landings, LLC, Bky. Case No. 08-45210 (RJK)
Debtor. Chapter 11

SECOND MODIFIED JOINT PLAN OF LIQUIDATION
DATED NOVEMBER 15, 2010

This Joint Plan of Liquidation under chapter 11 of the United States Bankruptcy
Code proposes to pay the respective creditors of Petters Aviation, LLC and Elite
Landings, LLC from the proceeds of liquidation of their respective assets.

ARTICLE |
SUMMARY

The debtors propose this plan jointly. The plan proposes to deal with the assets,
liabilities and ownership interests of each debtor separately, except as explicitly set forth
in the plan. The assets of each debtor to be liquidated are primarily claims against MN
Airlines, LLC, dba Sun Country Airlines, which is also a debtor-in-possession under
Chapter 11 of the United States Bankruptcy Code, its parent, MN Airline Holdings, Inc.,
which is similarly a debtor-in-possession under Chapter 11 of the Bankruptcy Code, and
claims against various other entities, which are either in bankruptcy or in receivership
that were at one time within the business ambit of Thomas Petters. It is expected that
many of these claims will be contested. On the effective date of the plan, the assets of
each debtor will be transferred to a single creditors’ trust, which will be managed by a
Creditors’ Trustee (as defined and discussed in Article VII below). The initial Creditors’
Trustee will be T. Jay Salmen, the current president of the debtors.

The plan provides for interim distributions where appropriate. Unsecured
creditors holding allowed claims will receive pro rata distributions from the Creditors’
Trust based on the resolution and the liquidation of the assets of each debtor. This plan
also provides for the payment of administrative and priority claims in accordance with
the Bankruptcy Code.
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All creditors and equity security holders should refer to Articles Il through VI of

this plan for information regarding the precise treatment of their claim. A disclosure
statement that provides more detailed information regarding this plan and the rights of
creditors and equity security holders has been circulated with an earlier version of this
plan. Your rights may be affected. You should read these papers carefully and
discuss them with your attorney, if you have one. (If you do not have an attorney,
you may wish to consult one.)

2.01

2.02

2.03

2.04

2.05

2.06

2.07

ARTICLE Il
CLASSIFICATION OF CLAIMS AND INTERESTS

Class 1 - All allowed claims against either debtor entitled to priority under 8 507
of the Bankruptcy Code (except administrative expense claims under 8§ 507(a)(2),
and priority tax claims under § 507(a)(8)).

Class 2 - The secured claim, to the extent allowed, of Chase Equipment Leasing,
Inc. against Petters Aviation. The collateral for this claim was a Canadair Limited
Seal-600-2A12 Aircraft, Serial No. 3002, U.S. I.D. No. N227PE. Chase, after
obtaining relief from the automatic stay, sold the collateral at a private foreclosure
sale for $3,863,294.50. Accordingly, this claim has been satisfied in full by return
of and liquidation of the collateral.

Class 3 - The secured claim, to the extent allowed, of MinnWest Bank Metro
Champlin against Petters Aviation filed in the amount of $1,003,972.22. This
claim has been satisfied in full pursuant to a settlement approved by the
bankruptcy court.

Class 4 - The secured claim, to the extent allowed, of Priester Aviation, LLC
against Petters Aviation. This claim has been satisfied in full pursuant to a
settlement approved by the bankruptcy court.

Class 5 - The secured claims, to the extent allowed, of Sun Minnesota Foreign
Holdings, LLC and Sun Minnesota Domestic Holdings, LLC against Petters
Aviation. The alleged collateral consists of 1,851.19 shares of Voting Common
Stock, 2,648.82 shares of Non-Voting Common Stock and 1,871.54 shares of
Series A Preferred Stock of MN Airline Holdings, Inc., the parent of MN Airlines,
LLC, d/b/a Sun Country Airlines, together with two Amended and Restated
Secured Convertible Notes in the original principal amounts of $1,867,390.00
and $3,041,701.00, respectively, of MN Airline Holdings, Inc. Petters Aviation
disputes this claim.

Class 6 - The secured claim, to the extent allowed, of U.S. Bancor Business
Equipment Finance Group (Toshiba) against Petters Aviation. The collateral for
this claim consists of a copier that has been returned to the holder of this claim.
As a result, Petters Aviation disputes this claim.

Class 7 - The secured claim, to the extent allowed, of Richard Hettler filed
against both debtors, whose collateral is unspecified by Mr. Hettler in his proof of
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2.11
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2.13

2.14

3.01

3.02

3.03

3.04

claim and whose alleged claim is filed at $41,807,965.00. This claim has been
disallowed by bankruptcy court order.

Class 8 - Other secured claims, to the extent allowed, against Petters Aviation.
Debtors are not aware of any such claims at this time.

Class 9 - Other secured claims, to the extent allowed, against Elite Landings.
Debtors are not aware of any such claims at this time.

Class 10 - All unsecured claims allowed against Petters Aviation under Section
502 of the Bankruptcy Code not in Class 11, the convenience claim class.

Class 11 — All unsecured claims that are filed or scheduled in the amount of
$150,000.00 or less, or reduced by the holder of such unsecured claim to that
amount by written election made either before the hearing on confirmation of the
plan, or afterwards as described in Section 4.01 of this plan.

Class 12 - All unsecured claims allowed against Elite Landings under Section
502 of the Bankruptcy Code.

Class 13 - All equity interests in Petters Aviation. These interests were held by
Thomas Petters, Inc., and are now held in the name of receiver Douglas A.
Kelley in his capacity as receiver for Thomas Petters, Inc.

Class 14 - The interests of Petters Aviation as 100% owner of the equity interests
in Elite Landings.

ARTICLE 1l
TREATMENT OF ADMINISTRATIVE EXPENSE CLAIMS,
U.S. TRUSTEE'S FEES, AND PRIORITY TAX CLAIMS

Unclassified Claims. Under section 8§ 1123(a)(1) of the Bankruptcy Code,
administrative expense claims and priority tax claims are not organized in
classes.

Administrative Expense Claims. Each holder of an administrative expense claim
against either debtor allowed under 8 503 of the Code will be paid in full on the
effective date of this plan (as defined in Section 8.02) in cash, or upon such other
terms as may be agreed upon by the holders of the claims and the Creditors’
Trustee.

Priority Tax Claims. Each holder of a priority tax claim against either debtor will
be paid on terms consistent with § 1129(a)(9)(C) of the Bankruptcy Code. The
debtors believe there are no such claims against them.

United States Trustee Fees. All fees either debtor is required to pay by
28 U.S.C. §1930(a)(6). U.S. Trustee Fees will accrue and be paid when due as

1690058v2



required by law. Any U.S. Trustee Fees owed on or before the effective date of
this plan will be paid on the effective date.

ARTICLE IV
TREATMENT OF CLAIMS AND INTERESTS UNDER THE PLAN

4.01 In full satisfaction of the claims described herein, the claims shall be treated as
follows under this plan:

Class Impairment | Treatment

Class 1 - Priority claims Unimpaired | Each holder of a Class 1 priority claim will be paid in

other than administrative full, in cash, upon the later of the effective date of

expense claims and priority this plan, or on the date on which such claim is

tax claims allowed by a final non-appealable order, or pursuant
to an agreement with the holder of a priority claim
and the Creditors’ Trustee.

Class 2 - Allowed secured | Unimpaired | The legally equitable and contractual rights arising

claim of Chase Equipment from the secured claim of Chase Equipment

Leasing, Inc. Leasing, Inc. are unimpaired. This claim was
satisfied by sale by Chase Equipment Leasing, Inc.
of the aircraft and receipt of the proceeds. Any
allowed amount of any deficiency will be treated as
a general unsecured claim in Class 8.

Class 3 - Allowed secured | Unimpaired | Based on a prior settlement with the holder of this

claim of MinnWest Bank claim, no distribution will be made under the plan on

Metro Champlin account of this claim.

Class 4 - Allowed secured | Unimpaired | Based on a prior settlement with the holder of this

claim of Priester Aviation, claim, no distribution will be made under the plan on

LLC account of this claim.

Class 5 - Allowed secured | Unimpaired | This claim will be treated as outlined in the

claim of Sun Minnesota settlement agreement annexed hereto as Exhibit A

Foreign Holdings, LLC and and incorporated as part of the plan. In summary,

Sun Minnesota Domestic the holders of this class will receive in full

Holdings, LLC satisfaction of their claim two Amended and
Restated Secured Convertible Notes in the original
principal amounts of $1,867,390.00 and
$3,041,701.00, respectively, that were a portion of
their collateral securing the claim. Holders of this
claim will have no unsecured deficiency nor any
other claim against the estate of either debtor.

Class 6 - Allowed secured | Unimpaired | This claim has been satisfied by the holder’s

claim of U.S. Bancor
Business Equipment
Finance Group (Toshiba)

repossession of its collateral. To the extent
allowed, any deficiency will be treated as a general
unsecured claim in Class 8.
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Class

Impairment

Treatment

Class 7 - Allowed secured
claim of Richard Hettler

Impaired

This claim has been disallowed. No property of any
kind will be distributed on account of this claim.

Class 8 - Other secured
claims against Petters
Aviation

Unimpaired

Each holder of another secured claim against
Petters Aviation shall be unimpaired within the
meaning of Section 1124 of the Bankruptcy Code
on the effective date. The failure to object to any
other secured claim in the case shall be without
prejudice to the debtors’ or the reorganized debtors’
right to contest or otherwise defend against such
claim in an appropriate forum when and if such
claim is sought to be enforced by the holder of the
other secured claim.

Class 9 - Other secured
claims against Elite
Landings

Unimpaired

Each holder of another secured claim against Elite
Landings shall be unimpaired within the meaning of
Section 1124 of the Bankruptcy Code on the
effective date. The failure to object to any other
secured claim in the case shall be without prejudice
to the debtors’ or the reorganized debtors’ right to
contest or otherwise defend against such claim in
an appropriate forum when and if such claim is
sought to be enforced by the holder of the other
secured claim.

Class 10 - Unsecured
claims against Petters
Aviation

Impaired

Each holder of an allowed claim in Class 10 will
receive its pro rata share from the Creditors’ Trust
of any amounts available for distribution from time
to time, as described further in Section 7.03 of this
Plan.

Class 11 — Convenience
class claims

Impaired

Each holder of an allowed claim in Class 11 shall
receive, in full and complete satisfaction of its
allowed Class 11 claim, a single cash payment
equal to 35% of its allowed claim within thirty (30)
days of the later of the date the claim is allowed and
the date that the Creditors’ Trust has sufficient cash
to make the distributions to all holders of Class 11
claims. Within 30 days of the effective date, the
Creditors’ Trustee will notify each holder of a claim
in Class 10 that if it elects to reduce its claim to
$150,000.00, it may receive instead of the treatment
provided for in Class 10, treatment as a member of
Class 11.
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Class

Impairment | Treatment

Class 12 - Unsecured Impaired Each holder of an allowed claim in Class 11 will
claims against Elite receive its pro rata share from the Creditors’ Trust
Landings of any amounts available for distribution from time

to time, as described further in Section 7.03 of this
plan. Any unsecured deficiency claim allowed on
account of a class of claim shall be included within

this Class 12.
Class 13 - All equity Impaired No distribution will be made to, nor will any holder of
interests of Petters Aviation an allowed equity interest in Petters Aviation

receive or retain, any interest in the Creditors’ Trust
on account of such equity interest (nor will such
holders have any voting or other rights with respect
to such equity interests) unless and until all holders
of allowed claims in creditor Classes 1 through 12
have been paid in full plus interest at 6.0% per
annum (determined from the petition date through
the date of payment). Only after all such creditors
have been paid in full (with interest), each holder of
an allowed class 13 equity interest shall receive one
or more pro rata distributions from the Creditors’

Trust.
Class 14 - All equity Impaired Petters Aviation and its successor, the Creditor
interests of Elite Landings Trust, will retain 100% of the equity interest in Elite
Landings.
ARTICLE V

5.01

5.02

ALLOWANCE AND DISALLOWANCE OF CLAIMS

Disputed Claim. A disputed claim is a claim that has not been allowed or
disallowed by a final non-appealable order, and as to which either (i) a proof of
claim has been filed or deemed filed, and the debtors, the Creditors’ Trustee or
another party in interest have filed an objection; or (ii) no proof of claim has been
filed, and the debtors have scheduled such claim as disputed, contingent or
unliquidated. Objections to claims shall be brought within the time set by the
bankruptcy court. Any claim for which no objection has been filed within the time
fixed by this Section 5.01, including any extension granted by the Bankruptcy
Court, shall be deemed an allowed claim in the amount as set forth in the proof of
claim filed with the Bankruptcy Court, or, if no proof of claim is filed, as listed in
the debtors’ schedules and not identified as disputed, contingent or unliquidated
as to amount. Any claim that is scheduled as disputed, contingent or
unliquidated in amount, and for which a proof of claim has not been filed, shall be
deemed expunged, without further act or deed.

Estimation of Claims. The Creditors’ Trustee may seek estimation of any claims
pursuant to the Bankruptcy Code.
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5.03 Delay of Distribution on a Disputed Claim. No distribution will be made on
account of a disputed claim unless such claim is allowed by a final non-
appealable order.

5.04 Settlement of Disputed Claims. The Creditors’ Trustee will have the power and
authority to settle and compromise a disputed claim with court approval and
compliance with Rule 9019 of the Federal Rules of Bankruptcy Procedure.

ARTICLE VI
PROVISIONS FOR EXECUTORY CONTRACTS AND UNEXPIRED LEASES

6.01 Assumed Executory Contracts and Unexpired Leases. The debtors are unaware
of any executory contracts or unexpired leases that they wish to assume. The
debtors reserve the right to seek to assume and assign any executory contracts
or unexpired leases under Section 365 of the Bankruptcy Code at any time prior
to the effective date of the Plan.

6.02 The debtors will be conclusively deemed to have rejected all executory contracts
and/or unexpired leases not expressly assumed either under section 6.01(a)
above or otherwise before the date of the order confirming this plan, upon the
effective date of this plan. A proof of a claim arising from the rejection of an
executory contract or unexpired lease under this section must be filed no later
than the earlier of the time set in any order entered prior to the effective date of
this plan, or thirty (30) days after the date of the order confirming this plan.

ARTICLE VII
MEANS FOR IMPLEMENTATION OF THE PLAN

7.01 Administration. The plan will be implemented and administered by the formation
of a single creditors’ trust for the debtors (the “Creditors’ Trust”). On the effective
date, all of the assets of the estates shall automatically vest in and become
property of the Creditors’ Trust free and clear of all liens, claims, encumbrances
and interests.

7.02 Appointment of Creditors’ Trustee. The Creditors’ Trust shall be managed by
T. Jay Salmen (the “Creditors’ Trustee”). The Creditors’ Trustee shall have the
powers, duties, and obligations set forth in this plan and in the Creditors’ Trust
Agreement. After the effective date, all actions required of the debtors shall be
taken by the Creditors’ Trustee, or its designees, in the name of and on behalf of
the debtors and their estates. The Creditors’ Trustee shall be the official and
exclusive representative of the debtors’ estates, and shall be authorized to
execute documents on behalf of the debtors and their estates without further
action or authority by or from officers, directors, or shareholders of the debtors,
as may otherwise have been required under applicable state law, and all third
parties may rely upon such signature without further certification.

7.03 Execution of Trust Agreement. On the effective date, the Creditors’ Trustee and
the debtors on behalf of themselves and their respective estates will execute the

7
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7.04

7.05

7.06

7.07

7.08

Creditors’ Trust Agreement, which shall include such standard and customary
terms that are acceptable to the Creditors’ Trustee and the debtors in
consultation with the creditors’ committee and shall be filed with the court prior to
any hearing on confirmation of this plan.

Execution of Voting Trust Agreement. On the effective date, the Creditors’
Trustee and the Receiver will enter into a Voting Trust Agreement providing, in
pertinent part, that any voting stock of a reorganized Sun Country Airlines and
distributed to either of the debtors shall be placed in the voting trust and voted on
all matters regarding the operation and management of the reorganized Sun
Country Airlines by the Receiver, for the purpose of compliance with any
regulatory requirements applicable to the ownership and management of the
reorganized Sun Country Airlines, and such other standard and customary terms
that are acceptable to the parties to the voting trust agreement. A copy of the
proposed voting trust agreement shall be filed with the court prior to any hearing
on confirmation of this plan.

Vesting of Assets of Estates. The Creditors’ Trustee shall distribute the assets in
the Creditors’ Trust to the holders of allowed claims in accordance with the
provisions of the plan and the Creditors’ Trust Agreement.

Payment of Allowed Administrative Expense and Priority Claims. Consistent with
the practice during the administration of these Chapter 11 cases, allowed
administrative expense and priority claims will be paid from available funds. If
Petters Aviation is not in possession of sufficient unencumbered funds, the
Creditors’ Trustee will pay the allowed administrative expenses and priority
claims from the assets available in the Creditors’ Trust.

Proceeds of Liquidation and Distribution. On the effective date, the Creditors’
Trustee shall establish at least one deposit and checking account for the
Creditors’ Trust. To the extent either estate holds cash proceeds from the sale of
property in which a security interest is claimed, the Creditors’ Trustee shall
establish a separate account for the proceeds pending the resolution of any
dispute or objection to any secured claim. The remaining assets of the estates
will be sold or otherwise disposed of and the net proceeds thereof will be
deposited in the deposit account for the Creditors’ Trust. The Creditors’ Trustee
shall hold all cash in the Trust Account for distributions in accordance with the
plan. Any distributions pursuant to the plan shall be rounded down to the nearest
whole dollar and shall be made in cash, including by check or wire transfer. The
distributions and other treatment afforded holders of claims and interests under
this plan shall be the only payments received by the holders of claims against, or
interests in, the debtors.

Claims of the Estate. The Creditors’ Trustee shall have all of the rights and
benefits of a “trustee” under the Bankruptcy Code and shall be a “representative
of the estate” for the purposes of 11 U.S.C. § 1123(b)(3) and shall retain and
enforce, and the debtors expressly reserve and preserve for these purposes, any

1690058v2



7.09

claim, right or interest belonging to the debtor or the estate of the debtor against
any person or entity, which shall vest in the Creditors’ Trustee. The Creditors’
Trustee shall have the authority to assert, prosecute and settle all claims and
causes of action that belong to the debtors or their respective estates, including
without limitation, Bankruptcy Causes of Action under 11 U.S.C. 8 547 or similar
state laws made applicable in bankruptcy pursuant to 11 U.S.C. § 544, through
and including the earlier of the date the case is closed or the last date by which
claims may be asserted pursuant to the Bankruptcy Code or order of this court.
The Creditors’ Trustee shall also have the authority to pursue and defend any
and all claims against any third parties, including related entities such as Petters
Company, Inc., MN Airline Holdings, Inc. and MN Airlines, LLC dba Sun Country
Airlines. Accordingly, no preclusion doctrine, including without limitation, the
doctrines of res judicata, collateral estoppel, issue preclusion, claim preclusion,
estoppel (judicial, equitable, or otherwise) or laches shall apply to such claims
and Bankruptcy Causes of Action by virtue of or in connection with the
confirmation, consummation of effectiveness of the plan.

Creditors’ Trustee’s Authorization. The Creditors’ Trustee shall have the power
to, among other things:

a. Open accounts necessary or advisable to maintain and distribute funds of
the estate.
b. Take any action on behalf of the estate necessary to administer the

estate, including but not limited to enforcing claims of the estate and
collecting amounts due with respect to such claims.

C. Compromise and settle any claims of the estate as authorized under this
plan without approval of the bankruptcy court.

d. Employ professionals and consultants (which may include former
employees of the debtors) to assist the trust administration and sale of the
assets and pursue their claims or interests.

e. Pay any fees, costs and expenses of the estate pending sale.

f. Make distributions to claimants pursuant to the plan.

g. Prepare and file tax returns and pay all taxes due in connection therewith.
h. Prosecute and resolve claims, defenses, counterclaims, causes of action

and Bankruptcy Causes of Action.

I. Approve or disapprove any corporate action, including any action that
would otherwise require shareholder action under applicable state law.
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7.10

7.11

7.12

J- Prepare and file a motion requesting entry of a final decree in these
chapter 11 cases upon the resolution of and distribution to holders of
allowed claims.

K. Exercise such other powers as are necessary and appropriate in
accordance with and consistent with Minnesota law, or other applicable
law, to fulfill the duties set forth in this plan from funds of the estates. Any
former employees of the debtors that are hired by the Creditors’ Trustee
shall receive reasonable compensation for his or her services, as well as
reimbursement for all out-of-pocket fees, costs and expenses in acting
under this plan including, but not limited to, reimbursement of reasonable
attorneys fees.

Retention of Professionals. The Creditors’ Trustee may retain such attorneys
(including special counsel), accountants, advisors, expert witnesses, and other
professionals on behalf of the Creditors’ Trust as they shall consider advisable
without necessity of approval of the Court. Persons who served as professionals
to the debtors or the creditors’ committee prior to the effective date may serve
the Creditors’ Trust. The fees and expenses of the Creditors’ Trustee and
professionals retained on behalf of the Creditors’ Trust shall be paid in the
ordinary course from amounts held in the Creditors’ Trust.

Conduct of Creditors’ Trustee. The Creditors’ Trustee shall exercise his rights
and powers vested in him under this plan, and use the same degree of care and
skill in his exercise, as a prudent person would exercise or use under such
circumstances in the administration of such person’s own affairs, except that:

a. the duties and obligations of the Creditors’ Trustee shall be determined
solely by the express provisions of this plan and Creditors’ Trust
Agreement and he shall not be liable except for the performance of such
duties and obligations as are specifically set forth in this plan and
Creditors’ Trust Agreement and no implied covenants or obligations shall
be read into this plan or the Creditors’ Trust Agreement against the
Creditors’ Trustee; and

b. The Creditors’ Trustee shall not be liable for any action taken or not taken
in good faith and in the exercise of reasonable judgment and believed to
be within the discretion or power conferred by this Plan or the Creditors’
Trust Agreement or be responsible for the consequences of any act or
failure to act, except for bad faith, gross negligence or willful misconduct.

Exculpation and Indemnification. Provided the Creditors’ Trustee exercises his
rights and duties consistent with the provisions of this Article VII and the
Creditors’ Trust Agreement, the estate of each debtor shall indemnify and hold
harmless the Creditors’ Trustee from any claim, liability, expense or damage
arising from the discharge of such rights and powers under this plan.
Notwithstanding the foregoing, no provision of this plan shall be construed to

10
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7.13

7.14

7.15

relieve the Creditors’ Trustee from liability for his own gross negligence in acting
or failing to act, or his own willful misconduct.

The provisions of this section shall apply to any right, conduct, power, duty or
responsibility of the Creditors’ Trustee under this plan or the Creditors’ Trust
Agreement. None of the provisions of this plan or the Creditors’ Trust Agreement
shall be construed to require the Creditors’ Trustee to expend or risk his own
funds or otherwise incur personal financial liability in the performance of his
duties or in the exercise of his rights and powers.

Reliance on Documents and Statements. Except as otherwise provided in this
plan, the Creditors’ Trustee:

a. may rely upon and shall be protected in acting upon any resolution,
certificate, statement, instrument, opinion, report, notice, request, consent,
order, or other document believed by them to be genuine and to have
been signed or presented by the proper party or parties;

b. may consult with his legal counsel, and any written advice or opinion of his
legal counsel shall be full and complete authorization and protection in
respect of any action taken or not taken by them in good faith and in
accordance with such advice or opinion of counsel;

C. shall not be liable for any action taken or not taken if in good faith and
believed by him to be authorized or within his discretion or rights or
powers under this plan; and

d. may exercise any of the rights and powers, or perform any of the duties
under this plan whether directly or through agents or attorneys, and they
shall not be responsible for any misconduct or negligence on the part of
any agent or attorney appointed with due care.

Bond and Insurance Requirements. On the effective date, or immediately
thereafter, the Creditors’ Trustee, from the proceeds of the Creditors’ Trust, shall
procure a Bond of Creditors’ Trustee of Confirmed Plan in the initial amount
equal to the estimated amount to be funded to the Creditors’ Trustee under the
terms of this plan. The bond shall be written by an insurance company
authorized to do business in the State of Minnesota and written on a standard
and customary bond form. The Creditors’ Trustee may periodically adjust the
amount of the bond to the extent that undistributed cash in the estates is less
than the outstanding amount of the bond. In no event shall the amount of the
bond be less than the amount of undistributed cash in the estates. The
Creditors’ Trustee shall submit a copy of the original bond to the Office of the
United States Trustee.

Removal of Creditors’ Trustee. Pursuant to the plan and the Creditors’ Trust
Agreement, the Creditors’ Trustee may be removed only for cause upon motion
to the Court by a party-in-interest. If the Creditors’ Trustee is removed for cause,

11
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such Creditors’ Trustee shall not be entitled to any accrued but unpaid fees,
reimbursements or other compensation under this plan or otherwise. Under this
plan and the Creditors’ Trust Agreement, the term cause shall mean (a) the
Creditors’ Trustee’s gross negligence or willful failure to perform his duties under
the Creditors’ Trust Agreement or (b) the Creditors’ Trustee’s misappropriation or
embezzlement of any assets belonging to the Creditors’ Trust or the proceeds
thereof, or (c) the Creditors’ Trustee’s continued or repeated negligence or failure
to perform his duties under the plan. If the Creditors’ Trustee is unwilling or
unable to serve by virtue of his or her inability to perform his or her duties under
the Creditors’ Trust Agreement due to death, iliness, or other physical or mental
disability, subject to a final accounting, such Creditors’ Trustee shall be entitled to
all accrued and unpaid fees, reimbursement, and other compensation, to the
extent incurred or arising or relating to events occurring before such removal,
and to any out-of-pocket expenses reasonably incurred in connection with the
transfer of all powers and duties and all rights to any successor Creditors’
Trustee.

7.16 Sources of Payments.

a. Payments and distributions on the allowed claims against and interests in
Petters Aviation under the plan will be funded by the following:

i Cash on hand from the sale of Southwest Aviation, Inc. and of
certain equipment.

il. Distributions, if any, from Elite Landings, LLC on account of its
claim against and equity interest in Elite.

iii. Distributions, if any, from its wholly-owned subsidiary, Petters
Aircraft Leasing, LLC, on account of its claims against and equity
interest in PAL.

Iv. Proceeds, if any, of Petters Aviation claims against Sun Country
and MN Airline Holdings, Inc.

V. Proceeds, if any, from liquidation of any other claims or other
assets, of Petters Aviation and the net recoveries on any
bankruptcy causes of action brought on behalf of the estate of
Petters Aviation.

b. Payments and distributions on allowed claims against Elite Landings
under the plan will be funded by the following:
I. Cash on hand.

il. The net proceeds of any Elite Landings claims against Sun Country
and MN Airline Holdings, Inc.

iii. Other proceeds from liquidation of any other claims.

12
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7.17 Distributions. The Creditors’ Trustee will distribute payments required to be
made on the effective date on or before the effective date. Any distributions to
secured creditors will be made in accordance with the treatment of each allowed
secured creditor claim described elsewhere in this Plan. After payment provided
hereunder to allowed claim holders in Classes 1, 5, and 11, an initial interim
distribution of all of the cash of the Creditors’ Trust (less $1 million) shall be
made to holders of allowed general unsecured claims in Class 10 within forty-five
(45) days of the effective date. In addition, interim distributions may be made in
the discretion of the Creditors’ Trustee until the Creditors’ Trust is fully
administered. If there are any disputed claims at the time of any such interim
distributions, the Creditors’ Trustee shall reserve the entire pro rata share of the
proposed distribution which is attributable to the disputed claims before making
distributions to the holders of allowed Class 10 claims. A final distribution will be
made by the Creditors’ Trustee within sixty (60) days of the resolution of all
disputed claims and the liquidation of all remaining assets of the respective
debtors.

7.18 Distribution Method. The Creditors’ Trustee will make distribution on allowed
claims by regular first class mail at the address shown on the Proof of Claim, or if
no Proof of Claim is filed on the address shown on the debtors’ Schedules. The
holder of a claim may designate a different address in writing sent to the
Creditors’ Trustee or his or her attorneys. If at the time of any Distribution Date
there are any disputed claims, the Creditors’ Trustee will reserve a pro rata share
of the disputed claims before making distributions to allowed claims. The
Creditors’ Trustee will take reasonable steps to ascertain the most current
address of the holder of any claim whose distribution check was returned as
undeliverable. Unclaimed distributions (including distributions made by checks
that failed to be negotiated) shall be held by the Creditors’ Trustee for 90 days
after the Distribution Date. Any distribution remaining unclaimed 90 days after
the Distribution Date shall be cancelled, the claims relating to such distribution
shall be expunged and forfeited and the holder of such claim shall receive no
further distributions.

7.19 Release of Distribution Reserve. Upon resolution of a disputed claim by
agreement with the Creditors’ Trustee or by final order of the Court, within 30
days thereafter, the Creditors’ Trustee shall make a pro rata distribution from the
Creditors’ Trust to such holder in an amount equal to the same amount that
would have been distributed had the disputed claim been an allowed claim on the
respective distribution date in the amount allowed pursuant to the parties’
agreement or the Court’s final order. Pending completion of the claims review
process, any additional payments or other distributions corresponding to claims
which have been disallowed shall remain in the possession of the Creditors’
Trustee pending the final distribution under this plan or shall be paid into the
general funds of the estates to be distributed in accordance with the terms of this
plan. Any contrary provision of this plan notwithstanding, the Creditors’ Trustee
may, in his sole discretion, make a distribution pursuant to the terms of this plan
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7.20

7.21

7.22

7.23

7.24

and the Creditors’ Trust Agreement to that portion of a disputed claim, if any, that
is not disputed.

Dissolution of the Debtors. From and after the effective date, each of the debtors
shall be deemed dissolved for all purposes, except the receipt of any distribution
to Class 13, without the necessity for any other or further actions to be taken by
or on behalf of the debtors or payments to be made in connection therewith;
provided, however, that the Creditors’ Trustee on behalf of the debtors shall file
with the appropriate state authority or authorities a certificate or statement of
dissolution referencing this plan. From and after the effective date, the debtors
shall not be required to file any document, or take any other action, to withdraw
its business operation from any states in which the debtors were previously
conducting business operations.

Resignation of Officers and Directors. Upon the effective date, all of the debtors
respective officers, directors, managing members, general partners, or other
governing authorities shall be deemed to have resigned without the necessity of
any further action or writing and they shall be released from any responsibilities,
duties, and obligations that arise after the effective date to the debtors or their
creditors under the plan, the Creditors’ Trust Agreement, or applicable law.
Under no circumstances shall such parties be entitled to any compensation from
the debtors or the Creditors’ Trustee for services provided after the effective
date, unless such individuals are subsequently employed by the Creditors’
Trustee to assist them in the consummation of the plan or in the administration of
the Creditors’ Trust. The Creditors’ Trustee is expressly authorized to retain any
such former officers, directors, or employees upon such terms as may be
mutually agreed upon with the Creditors’ Trustee.

Distribution to Holders of Equity Interests in Petters Aviation. Upon the payment
in full of all senior classes (plus interest for claims in Class 10), each holder of an
allowed Class 13 equity interest shall receive one or more pro rata distributions
from the Creditors’ Trust and shall be re-vested with all remaining voting rights
associated with such equity interests.

Existence of the Creditors’ Committee. On the effective date, the creditors’
committee appointed in the Petters Aviation case shall be dissolved and the
members thereof shall be released and discharged of and from all further
authority, duties, responsibilities and the retention of the creditors’ committees’
professionals shall terminate.

Remaining Funds Following Final Distribution. Following the final distribution, if
there are remaining funds in any distribution account either due to unclaimed
distributions or unanticipated receipts, and the amount does not exceed
$20,000.00, any proceeds remaining after payment of all expenses of the
administration of the plan may be distributed to the Legal Aid Society of
Minneapolis, or such other qualified 501(c)(3) charitable organization in the State
of Minnesota, as the Creditors’ Trustee deems appropriate.
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8.01

8.02

8.03

8.04

8.05

8.06

9.01

10.01

10.02

ARTICLE VI
GENERAL PROVISIONS

Definitions and Rules of Construction. The definitions and rules of construction
set forth in 88 101 and 102 of the Code shall apply when terms defined or
construed in the Code are used in this plan.

Effective Date of Plan. Absent the entry of a stay of the order confirming the
Plan, the effective date of this Plan shall be the fifteenth day following entry of the
Bankruptcy Court’s order confirming this Plan. However, if a stay of the
confirmation order is in effect on that date, the effective date will be the first
business day after that date on which no stay of the confirmation order is in
effect, provided that the confirmation order has not been vacated.

Severability. If any provision in this plan is determined to be unenforceable, the
determination will in no way limit or affect the enforceability and operative effect
of any other provision of this plan.

Binding Effect. The rights and obligations of any entity named or referred to in
this plan will be binding upon, and will inure to the benefit of the successors or
assigns of such entity.

Captions. The headings contained in this plan are for convenience of reference
only and do not affect the meaning or interpretation of this plan.

Controlling Effect. Unless a rule of law or procedure is supplied by federal law
(including the Bankruptcy Code or the Federal Rules of Bankruptcy Procedure),
the laws of the State of Minnesota govern this plan and any agreements,
documents, and instruments executed in connection with this plan, except as
otherwise provided in this plan.

ARTICLE IX
DISCHARGE

Discharge. Pursuantto 11 U.S.C. 8§ 1141, the debtors will not receive a
discharge.

ARTICLE X
OTHER PROVISIONS

Modification of the Plan. Debtors retain the right to seek to modify the plan to the
full extent permitted by 11 U.S.C. § 1127 and the Federal Rules of Bankruptcy
Procedure.

Retention of Jurisdiction. The bankruptcy court shall retain jurisdiction of this
case under the provisions of the Bankruptcy Code including, without limitation,
§ 1142(b) thereof and of the Federal Rules of Bankruptcy Procedure to ensure
that the intent and the purpose of the plan is carried out and given effect.
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Without limitation by reason of specification, the bankruptcy court shall retain
jurisdiction for the following purposes:

a. to consider any modification of the plan pursuant to 8§ 1127 of the
Bankruptcy Code and/or any modification of the plan after substantial
consummation thereof, and to cure any default or omission, or reconcile
any inconsistency in the plan or in any order of the bankruptcy court,

b. to hear and to determine:

all controversies, suits and disputes, if any, as may arise in
connection with the interpretation or enforcement of the plan,

all controversies, suits and disputes, if any, as may arise between
or among the holders of any class of claim and the debtors,

all causes of action which may exist on behalf of the debtors,
including the Bankruptcy Causes of Action,

V. applications for allowance of compensation and objections to
claims that have been timely asserted in accordance with orders of
this bankruptcy court,

V. any and all pending applications, adversary proceedings and
litigated matters,

Vi. any motion to estimate claims,

Vil. any matters or issues arising with respect to any orders entered in
these cases or as may arise in connection with the plan, and

viii.  to enter a final decree closing these cases.

Respectfully submitted,
PLAN PROPONENTS
Dated: November , 2010 PETTERS AVIATION, LLC

1690058v2

By

T. Jay Salmen, Its President
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Dated: November , 2010

Dated: November 15, 2010

1690058v2

ELITE LANDINGS, LLC

By
T. Jay Salmen, Its President

ATTORNEYS FOR PLAN PROPONENTS

MOSS & BARNETT
A Professional Association

By /e/ James A. Rubenstein
James A. Rubenstein, #94080
Cass S. Weil, #115228
4800 Wells Fargo Center
90 South Seventh Street
Minneapolis, MN 55402-4129
Telephone: (612) 877-5000
E-mail: Rubenstein@moss-barnett.com
weilc@moss-barnett.com
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SETTLENIENT AGREEMENT

This Settlement Agreement (thls “Agreement”), dated as of October 20, 2010, is entered .
into by and among Petters Aviation, LLC (“Petters Aviation”) and Sun Minnesota Foreign
Holdings, LLC (“Sun Forelgg”), Sun Minnesota Domestic Holdings, LL.C (“Sun Domestic,”
together with Sun Foreign the “Sun Minnesota Entities), and Sun Credit, LLC (“Sun Credit”

. and together with the Sun anesota Entxtles collectively, the “Sun Entities™).

RECITALS

1. On or about October 31, 2006, the Sun Minnesota Entities and Petters Aviation
_]omtly acquired all of the equity interests of MN Airline Holdings, Inc. (“MN Holdings”). MN
Holdings subsequently issued approximately 19.6% of its equity to other investors as non-voting
stock. MN Holdings owns and controls 100% of the membership interests of MN Airlines, LL.C
- (“MN Airlines™).

2. On or about October 31, . 2006 MN Holdings issued a Secured Convertible
Promissory Note, dated October 31, 2006, in the amount of $3,272,727, payable to Petters
Aviation (*Note 17).

3. Onorabout October 31, 2006, MN Holdmgs issued a Secured Convertible
Promissory Note, dated October 31, 2006, in the amount of $3 041,701, payable to Sun Foreign
(“Note 27,

4, On or about October 31, 2006 MN Holdmgs issued a Secured Convertible
Promissory Note, dated October 31, 2006, in the' amount of $1,867,390, payable to Sun Domestic
 (“Note 3”).

5. On November 16, 2007, Petters Aviation, the Sun Entities, MN Holdings and MN
Airlines entered into a Purchase and Loan Agreement (the “Purchase Agreement”) whereby,
among other things, the Sun Minnesota Entities sold to Petters Aviation all of their equity
interests in MN Holdings (the “Purchased Equities™), together with Note 2 and Note 3 (together -
with the Purchased Equities, the “Secuntles”)

6. In connection with the purchase of the Securities by Petters Aviation, Petters
Aviation delivered the sum of $1,000,000 to the Sun Minnesota Entities and executed and
delivered to the Sun Minnesota Entities a Nonrecourse Promissory Note, dated November 16,
2007, in the amount of $12,500,000 (the “Nonrecourse Note™). In connection with the issuance

- of the Nonrecourse Note, Petters Aviation executed-and delivered to the Sun Minnesota Entities
a Pledge Agreement, dated November 16, 2007 (the “Pledge Agreement”), pursuant to which
Petters Aviation pledged all of its interests in the Securities to secure payment of the
Nonrecourse Note. In addition, in connection with the execution and delivery of the Nonrecourse

- Note, Petters Group Worldwide, LLC (“PGW™) executed and delivered to the Sun Minnesota

Entities a Deficiency Guaranty, dated November 16, 2007 (the “Deficiency Guaranty™), pursuant

“EXHIBIT




to which PGW agreed to guaranty certain of Petters Aviation’s obl1gat10ns under the
Nonrecourse Note.

7. On November 16, 2007, in connection w1th the Purchase Agreement, MN Airlines
exccuted and delivered a Term Promissory Note, dated November 16, 2007, in the amount of
$25,912,588.28, together with interest, made payable to the Sun Entities (“Note 4”).

‘ 8. On or about September 22, 2008 MN Airlines executed, and delivered a Second
'Amended and Restated Revolving Promissory Note, dated September 9, 2008, in an amount up
to $15,000,000, plus interest, made payable to Petters Aviation (“Note 5 5”). Note 5 contains -

language that purports to subordinate Note 5 to Note 4

9. On October 6 2008, Petters Aviation commenced case no. 08-45136 (the “Petters

: -Awatxon Case”) as a chapter 11 case in the United States Bankruptcy Court for the District of -
Minnesota (the “Bankyuptey Court™), MN Holdings commenced case no. 08-35198 (the “MN
Holdings Case”) in the Bankruptcy Court and MN A1rlmes commenced case no. 08-35197 (the .
“MN Airlines Case”) in the Bankruptcy Court. )

10. On March 10, 2009, the Sun Minnesota Entities filed claim no. 13 in the amount
0f $13,167,808.22 in the Petters Aviation Case on account of the Nonrecourse Note (“Cla1m
3”) .

11. On March 10, 2009, the Sun Entities filed claim no. 229 ini the MN Airlines Case
. in the amount of $27,296,959.43 on account of Note 4 (“Claim 2297). :

o 12.' . On March 11, 2009, Petters Aviation filed the following claims in the MN L

'Holdings Case: claim no, 4 in the amount of $3,041,701 on account of Note 2 (“Claim 4”), claim
1n0. 5-1 in the amount of $1,867,390 on account of Note 3 (“Claim 5-1), claim 1o 5-2 in the -
amount of $1,867,390 on account of Note 3 (“Claim 5-2), and claim no. 6 in the amount of
$3,272,727 on account of Note 1(*Claim 6”). Claim No. 5-2 amends claim No. 5-1 (as
amended “Clann ‘Claim 57). ‘

13, OnMarch 11, 2009, Petters Aviauon filed claim nb 231 in the MN Airlines Case
in the amount of $34 397,321.99 on account of Note 1 and Note 5 (“Claim 23 1”) '

14.  On April 6, 2010, Petters Av1at10n and Elite Landings, LLC (“Elite”) filed their
J omt Plan of Liquidation, dated April 6, 2010 (the “Joint Petters Aviation Plan™), in the Petters
Aviation Case and case no. 08-4510 filed by Elite in the Bankruptcy Court (the “Elite Case™).
-On September 23; 2010, the Sun Entities filed an objection to the Joint Petters Aviation Plan.
" Petters Aviation and Elite have continued the hearing on confirmation of the Joint Petters
Aviation Plan until November 18, 2010.

15, On April 12, 2010, the Sun Entities commenced Adv. No. 10-04087 (“Adv. No.
10-04087") in the Bankruptcy Court by filing a complaint against Petters Aviation in which the
Sun Entitiés asserted that Note 5 and Claim 231 are contractually subordinated to Note 4 and
Claim 229. Petters Aviation filed an answer and amended answer and counterclaim in Adv. No.



© 10-04087 whereby Petters Aviation asserted that, for various reasons, Note § and Claim 231 are
not contractually subordinated to Note 4. and Claim 229. '

16. On May 7, 2010, the Sun Entities filed a Notice of Hearing and Motion to Convert
Debtor’s Chapter 11 Case to a Chapter 7 Case (the “Motion to Conyert”) in the Petters Aviation
Case. The Sun Entities have continued the hearing on the Motion to Convert until December 1,
2010.

17. On May 10, 2010, the Official Committee of Unsecured Creditors (the

- “Committee”) in the MN Airlines Case filed an objection to Claim 231 to the extent Claim 231
exceeds $15,145,133. The Committee continued the hearing on the objection to Claim 231 until

September 22, 2010, . ' '

.18.  On August 4, 2010, MN Holdings and MN Airlines :Eled Debtors’ Modified Joint
Plan of Reorganization under Chapteér 11 of the Bankruptcy Code, dated August 3, 2010 (the
“Sun Country Plan”)_, in the MN Holdings Case and the MN Airlines Case.

o 19.  Petters Aviation, the Committee, MN Holdings and MN Airlines agreed, and the
Sun Country Plan provided, that the aggregate claims of Petters Aviation and other claimants
affiliated with Petters Aviation would be.allowed as unsecured claims in Class 5B in the total

-amount of $78,245,000. In atriving at this amount, Claim 231 was valued at $1 7,202,910.87,
Claim 4 was valued at $3,041,701, Claim 5 was valued at $1,867,390 and Claim 6 was valued at
$3,272,727. The Sun Entities did not agree to the allowance of Claim 231 in the amount of
$17,202,910.87. o :

20.  On’August 13, 2010, Petters Aviation commenced Adv. No. 10-04175 (“Ady. No.
10-04175”) in the Bankruptcy Court by filing a complaint against the Sun Entities in which
Petters Aviation asserted that the Purchase Agreement, Nonrecourse Note, Pledge Agreement
and transactions associated with those agreements are avoidable as fraudulent conveyances,
Claim 13 should be disallowed and alternatively, that Claim 13 should be equitably subordinated
to all other unsecured claims in the Petters Aviation Case. The Sun Entities filed an answer and
counterclaim in Adv. No: 10-04175 in which they denied the allegations in Petters Aviation’s
complaint and affirmatively asserted that Claim 6 and Claim 231 should be equitably
subordinated to all other unsecured claims filed in the MN Holdings Case and MN Airlines Case.-

21.  On August 17, 2010, the Sun Entities filed a joinder in the Committeé’s objection
to Claim 231. ‘ :

22. A. . On Septembér 3, 2010, the Sun Entities filed an objection to the Sun Country
Plan. ' ' '

23; On September 7, 2010, the Committee withdrew its objection to Claim 231.

: 24, On September 10,2010, MN Holdings and MN Airlines filed Debtors’ Second
. Modified Joint Plan of Reorganization under Chapter 11 of the Bankruptcy Code, dated
September 10, 2010 (the “Final Sun Country Plan™), in the MN Holdings Case and the MN



.A1rlmes Case. On September 10, 2010, the Bankruptcy Court entered an order confirming the
Final Sun Country Plan (the “Confirmation Order™). .

25.  On September 16, 2010, the Sun Entities filed a notice of appeal of, among other
things, the Confirmation Order. The appeal is pending in the Eighth Circuit Bankruptcy
Appellate Panel as case nos. 10-6070 and 10-6071 (the “Appeal™).

26, On September 21, 2010, the Sun Entities continued the hearing on their joinder fo -
the Committee’s objection to Claim 231 ind'eﬁnitely pending the outcome of the Appeal.

27. On October 8, 2010, Petters Aviation and Elite filed their Modified J omt Plan of
L1qu1dat1on in the Petters Aviation Case and the Elite Case (the “Modified Joint Petters Aviation
Plan™).

28. Tlre trial in Adv, No, 10_—040’87 was scheduled for October 18, 2010.

.29.  In connection with Adv. No. 10-04087, the Sun Entities deposed David Baer and
~ April Lunde. Petters Aviation and the Sun Entities agreed to compensate Mr, Baer and Ms.

- Lunde for their time incurred in connection with preparing for and appearing at their depositions
and to relmburse them for their attorneys fees in connection with the depositions.

. 30. - Petters Aviation and the.Sun Entities desire to resolve their claims and disputes.
related to Adv. No. .10-04087, Adv. No. 10-04175, Note 1, Note 2, Note 3, Note 4, Note 5, the
Nonrecourse Note, the Purchase Agreement; the Pledge Agreement, the Securities, Claim 4,
Claim 5, Claim 6, Claim 13, Claim 229, Claim 231, the Motion to Convert, the Joint Petters
Aviation Plan and the Modified Joint Petters Aviation Plan. - Accordmgly, Petters Aviation and
_ the Sun Entities hereby agree as follows:

AGREEMENT

' A. Petters Av1at10n will file a motion in the Petters Aviation Case requesting that the
Bankruptcy Court enter an order approving this Agreement (the “Order”). The Sun Entities and

Petters Aviation will continue or stipulate to continue the trials in Adv. No. 10-04087, Adv. No. 10-
04175, the hearing on the Motion to Convert and the hearing on the Sun Entities’ joinder to the
Committee’s objection to claim No. 231 until such time as the Bankruptcy Court enters a final,
nonappealable order either approving this Agreement or denying approval of this Agreement.
Petters Aviation will continue the hearing on the Modified Joint Petters Aviation Plan until such
time as the Bankruptcy Court enters a final, nonappealable order either approving this Agreement

or denying approval of this Agreement; provided, that Petters Aviation may seck immediate
confirmation of any plan of reorganization or liquidation in the Petters Aviation Case that fully
incorporates the terms of this Agreement : :

B. Within five ) busmess days after the Order becomes a final, nonappealable order
the Sun Entities and Petters Aviation will dismiss the claims against each other asserted in Adv.
No. 10-04087 and Adv. No. 10-04175, by filing joint stipulations of dismissal, with prejudice, in
Adv. No. 10—04087 and Adv. No. 10-04175. .



C. Within five (5) business days after the Order becomes a final, nonappealable order,
Petters Aviation will assign Claim 4 and Claim 5 to the Sun Enfities. At such time as the Order
becomes a final, nonappealable order, Petters Aviation shall be deemed to have transferred all of its
right, title and interest in Note 2 and Note 3 to the Sun Entities without any further action on the
part of either Petters Aviation or the Sun Entities. Petters Aviation agrees that it will not object to
Claim 4 or Claim 5, support any objections that any other entity might file in connection with
Claim 4 or Claim 5, or take or support any action to subordinate, recharacterize or otherwise impair
Claim 4 or Claim 5. The Sun Entities stipulate and agree that they will not take any actions to
increase the amount of Claim 4 or Claim 5.

v D. Petters Aviation stipulates and agrees that Claim 13.is a valid and enforceable claim
in the Petters Aviation Case. The Sun Entities stipulatc and agree that, upon assignment of Claim 4
and Claim 5 to the Sun Entities, the Sun Minnesota Entities will have no right to an unsecured
deficiency claim against Petters Aviation under the Nonrecourse Note pursuantto 11 U.S.C. §
1111(B)(1)(A)(i) and will have no further right of distribution on account of Claim 13 in the

Petters Aviation Case.

E. Within five (5) business days after the Order becomes a final, nonappealable order,
Petters Aviation will file an' amendment to Claim 231 in the MN Airlines Case amending the
amount of Claim 231 to $17,202,910.87.  Within five (5) business days after Petters Aviation files
such amendment, the Sun Entities will withdraw their joinder to the Committee’s objection to
‘Claim 231, Petters Aviation agrees that it will not further amend Claim 23 1, object to.Claim 231,
as amended, support any objections that any other entity might file in'connection with Claim 231, - -
or take or support any action to subordinate, recharacterize or otherwise impair Claim 231. The _

- Sun Entities stipulate and agree that they will not object to Claim 231, as amended, support any
objections that any other entity might file in connection with Claim 231, or take or support any
action to subordinate, recharacterize or otherwise impair Claim 231. Petters Aviation agrees that

_'the Sun Entities will be deemed to be the owners of 50% of Claim 231 and, within five (5) business
days after Petters Aviation receives any distribution in the MN Airlines Case on account of Claim
231, Petters Aviation will transfer and assign to the Sun Entities 50% of any such distributions.

F. Petters Aviation will retain Claim 6. The Sun Entities stipulate and agree that they
will not object to Claim 6, support any objections that any other entity might file in connection with
Claim 6, or take or support any action to subordinate, recharacterize or otherwise impair Claim 6.
Petters Aviation stipulates and agrees that it will not take any action to increase the amount of
Claim 6. C : '

- G The Sun Entities will retain Claim 229, Petters Aviation stipulates and agrees that it
will not object to Claim 229, support any objections that any other entity might file in connection
with Claim 229, or take or support any action to subordinate, recharacterize or otherwise impair
Claim 229: The Sun Entities stipulate and agree. that they will not take any action to increase the
amount of Claim 229. : ‘ '



H. At such time as the Order becomes a final, nonappealable order, the Sun Entities
will be deemed to release and waive their security interest and collateral assignment of the Pledged
Equities without any further action on the part of either Petters Aviation or the Sun Entities:

L The Sun Entities stipulate and agree that, on or before five (5) business days after

. the Order becomes a final, nonappealable order, they will withdraw their objection to the Joint

- Petters Aviation Plan and withdraw the Motion to Convert. The Sun Entities further stipulate and
agree that that they will not object to the Modified Joint Petters Aviation Plan or any other plan of

~ liquidation or reorganization filed by Petters Aviation in the Petters Aviation Case provided that
such plan is consistent with and does not impair any of the Sun Entities’ rights under ﬂns
Agreement. :

. Effective as of such time as the Order becomes a final, nonappealable order, Petters
Aviation hereby releases, acquits, and forever discharges the Sun Entities of and from any and all
~known and unknown (on, prior to or after the date hereof), éxisting or hereafter arising, absolute or

contingent, due or to become due, disputed or undlsputed whether ansmg at law or in equity,

actions, causes of action, claims, demands, damages, injuries, costs, loss of services, expenses and
_compensation, including any attorneys’ fees and other litigation costs and expenses, on account of

or in any way arising out of or related to Adv. No. 10-04087, Adv. No. 10-04175, Note 1, Note 2,
- Note 3, Note 4, Note 5, the Nonrecourse Note, the Purchase Agreement, the Pledge Agreement, the
Securities, Claim 4, Claim 5, Claim.6, Claim 13, Claim 229, Claim 231, the Motion to Convert, the
_ Joint Petters Aviation Plan, the Modified Joint Petters Aviation Plan or any other matter or matters
between Petters Aviation (including the estate in the Petters Aviation Case) and any or all of the
Sun Entities, except for the Sun Entmes obligations under this Agreement.

K. Effectlve as of such time as the Order becomes a final, nonappealable order, the Sun
Entities hereby release, acquit, and forever discharge Petters Aviation of and from any and all
known and unknown (on, prior to or after thé date hereof), existing or hereafier arising, absolute or
contingent, due or to become due, disputed or undisputed, whether arising at law or in equity,
actions, causes of action, claims, demands, damages, injuries, costs, loss of services, expenses and
compensation, including any attorneys’ fees and other litigation costs and expenses, on account of
-or in any way arising out of or related to Adv. No. 10-04087, Adv. No. 10-04175, Note 1, Note 2,
Note 3, Note 4, Note 5, the Nonrecourse Note, the Purchase Agreement, the Pledge Agreement, the
Securities, Claim 4, Claim 5, Claim 6, Claim 13, Claim 229, Claim 231, the Motion to Convert, the -
Joint Petters Aviation Plan, the Modified Joint Petters Aviation Plan or any other matter or matters
between Petters Aviation (including the estate in the Petters Aviation Case) and any or all of the
Sun Enutles, except for Petters Aviation’s obligations under this Agreemcnt

L. Except for the settlements related to the amount and ownership of Claim 4, Claim §,
Claim 6, Claim 13, Claim 229 and Claim 231, neither the Sun Entities nor Petters Aviation intend
to or shall be deemed to have modified or released any claims or other rights they may have against
MN Airlines, MN Holdings, PGW or any other person or entity not a party to this Agreement,
including, but not limited to, the Sun Entities’ rights agamst PGW on account of the Deﬁcmncy
Guaranty. ‘



M. Except for the settlements related to the amount and ownership of Claim 4, Claim 5,
- Claim 6, Claim 229 and Claim 231, nothing in this Agreement shall be deemed to impair any
rights, duties or obligations Petters Aviation or the Sun Entities may have in connection with the A
MN Airlines Case, the MN Holdings Case or the Appeal or related to the Final Sun Country Plan or
any other plan of liquidation or reorganization that may be filed in the MN Airlines Case or the MN
Holdings-Case. . : :

N. * Within five (5) business days after the Order becomes a final, nonappealable order,
the Sun Entities will pay the sum of $900 to David Baer and $550 to April Lunde as compensation
for the time each of thei spent in preparation for and attendance at their respective depositions in
Adv. No. 10-04087. Within five (5) business days after the Order becomes a final, nonappealable

- order, Petters Aviation will pay Leonard Street and Deinard (“LS&D”) the sum of $3,100 as
compensation for LS&D’s defense of Mr, Baer and Ms. Lunde in connection with their depositions.

0. Any provision in this Agreement that provides that a party will not support any
objéctions to, or any actions to subordinate, recharacterize or otherwise impair, any claim shall not
preclude such party from responding to and cooperating with valid subpoenas or discovery requests

. issued in connection with any such action or proceeding,

P The parties to this Agréement represent and warrant that they have not transferred or
assigned or otherwise sold any portion of their claims, interests, defenses or causes of action of any
- nature whatsoever that each party is releasing or assigning hereunder and that each such party is the
sole owner of all such respective claims, interests, defenses or causes of action. :

Q. This Agreement is subject to, and except for paragraphs A, Q, R, S, T, U, V and
‘W of this Agreement, shall only be effective upon, entry of the final, nonappealable Order. The
parties hereto hereby agree that the Bankruptcy Court may enter the Order in the Petters Aviation
Case. . : :

R Each party hereto acknowledges and represents that it is represented by alicensed
attorney and has had the opportunity to consult with an attorney of its choice with respect to this
Agreement. Each party represents and declares that in executing this Agreement, it has relied
solely upon its own judgment, belief and knowledge, and the judgment, belief, and knowledge of
- an attorney of its choice, concerning the nature, extent and duration of its rights and claims, and
_that it has not been influenced to any extent whatsoever in executing this Agreement by any
‘representations or statements by any party that are not expressly contained or referred to herein.

S, Because each party’é attorney has reviewed this Agreemeng the normal rule of
construction to the effect that any ambiguities are to be resolved against the drafting party shall
not be employed in the interpretation of this Agreement.

T. Neither this Agreement, any provision in this Agreement, any document referred
-to in this Agreement nor any action taken to carry out this Agreement is or may be construed as
~ or may be used against any of the parties hereto or third parties as an admission or concession on
any point of fact o law, of any alleged fault, wrongdoing or liability whatsoever. All parties



acknowledge and agree that this Agreement has been entered into solely for purposes of
settlement, If for any reason the Agreement and the setflement embodied herein is not
consummated, this Agreement and anything said or done pursuant to this Agresment or as part of
the negotiations leading to this Agreement shall be null and void and shall not be used in this or
any other proceeding for any purpose. - :

U.  This Agrecment shall be governed by, consirued and enforced in accordance with
the laws of the State of Minnesota without giving effect to such state’s laws addressing conflicts
of law, A -

V.  This Agreement may be executed in two or more counterparts, all of which taken
together shall constitute one instrument. This Agreement may be executed by exchange of
facsimile or electronic copies of original executed signatures and each such copy shall be deemed

to be an original executed signature. ‘

~ - W, This Agrecment sets forth the complete agreement of the parties with respect to
the subject matter hereof and may not be modified, waived or changed, except by a writing -
signed by the party to be bound thereby. This Agreement is binding upon the parties and their
respective successors and assigns. o ) _

WHEREFORE, each of Petters Aviation and the Sun Entities executes and delivers this
- Agreement as of the date first set forth above,

PETTERS AVIATION, LLC

-} o] O

- SUN CREDIT, LLC

By
Its

' SUNMINNESOTA FOREIGN HOLDINGS, LLC

By
Its




acknowledge and agree that this Agreement has been entered into solely for purposes of

_settlement. If for any reason the Agreement and the settlement embodied herein is not
consummated, this Agreement and anything said or doné pursuant to this Agreement or as part of
the negotiations leading to this Agreement shall be null and void and shall not be used in this or
any other proceeding for any purpose.-

U. This Agreement shall be governed by, construed and enforced in accordance with
the laws of the State of Minnesota without giving effect to such state’s laws addressing conflicts
oflaw. - ' ' ' '

V. This Agreement may be executed in two or more counterpatts, all of which taken
together shall constitute one instrament, This Agreement may be executed by exchange of
facsimile or electronic copies of original executed signatures and each such copy shall be deemed
_ to be an original executed signature. ' '

- W. . This Agreement sets forth the complete agreement of the parties with respect to
the subject matter hereof and may not be modified, waived or changed, except by a writing -
signed by the party to be bound thereby. This Agreement is binding upon the parties and their

respective successors and assi_gns. _
WHEREFORE, each of Petters Aviation and the Sun Entities executes and delivers this
Agreement as of the date first set forth above, ' '

PETTERS AVIATION, LLC.

By
T, Jay Salmen
Its President

SUN CREDIT, LLC

INNESOTA FOREIGN HOLDINGS, LLC

COO/JID .




SUN MINNESOTA DOMESTIC HOLDINGS,
LLC ' : .

Its__ {0 oo/ V/=5)
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