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

In re- Chapter 11

)
)
AUTOMOTIVE PROTESSIONALS. INC. 3 Case No. 17-6720
}
Debtor, ) Hemorable Carol A, Doyle

ORDER APPROVING TRUSTEFE'S SETTLEMENT
WITH PREMIER DEALER SERVICES, INC.

THIS MATTER COMING TO BE HEARD upon the motion (the “Motion™ of Frances
Geeker (the “Trustee™), not individually, but as Chapter 1] Trusiee of the estate of Autoniotive |
Professionals, Inc. (the “Debtor™), for the entry of an order pursuant to 11 U.S.C. § 363(h) and
Fed. R. Bankr. P, 9019, authorizing the Trustee to enter into a settlement agreement with Premier
Deaier Services, Inc., as agent for and on behalf of the dealers identificd in Fxhibic A herclo {the
“Dealers™) as set forth in the Motion and Settlement Agreement attached hereto as Exhibit B (e
“Bettlement Agreement”). due written notice of the Motion having been served on all parties
entitled theretor the Court having heard the statements of counsel, and otherwise being fully
advised of the premises, and the Court having jurisdiction over this core matter:

ITISHEREBY ORDERED THAT:

L. The Motion is granted.

2, The Trustee is authorized to enter into the Settlement Agreement, and all transfers
set forth thercin arc hereby authorized.

3 Notice of the Molion is approved as aul 1cic o0
s ovdar 18 Cuhered rboaCfrue o Qowiany 1720

DATED:(E;“ ”U.i ZZ/ZOOg FN[Z"( Q

UNITED STATES BANKROPT URT

FAPT N7 DD 2366.000 /)
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SETTLEMENT AGREEMENT AND REEEASE

This Settlement Agreement and Release (“Settlement Agreement™) is made this ___ th day
of January, 2008, by and between Frances Gecker (the “Trustee™), not individually, but as
Chapter 11 trustee of Automotive Prafessionals, Inc. (the "Debtor™ or “API”), and Premier
Dealer Services, Inc., on hehalf of and as agent for the dealers (the “Dealers™) listed in Exhibit |
hereto (“PDS” and together with the Trustee, the “Parties™).

WHEREAS, on April 13, 2007 (the “Petition Date™), AP filed its voluntary Chapter 11
bankruptcy petition in the United $tates Bankruptcy Court for the Northern District of IHlinois
(the “Bankruptcy Court™) initiating the bankruptcy case captioned In re Awomorive
Professionals, Inc. and docketed as Case No. 07 B 06720 (the “Bankrupicy Case™). On June 12,
2007 (“Trustee Appointment Date™), on the motion of the United States Trustee for the Northern
District of Illngis (the *U.S. Trustee™), the Bankruptcy Court appointed the Trustee as the
Chapter 11 trustee of the Deblor’s estate.

WHEREAS, on various dates prior to the Petition Date, the Dealers and AP entered into
certain Dealer Agreements (the “APl/Dealer Agreements™), pursuant to which, among other
things, APl agreed to serve as claims administrator and obligor under vehicle service contracts
(the “VS(Cs™) that the Deulers sold through the program administered by API known as the
Automotive Protection Plan Program (“API Program™). As indicated in Exhibit 1, as of July 31,
2007, there were approximately 12,290 unexpired VSCs in the APl Program.

WHEREAS, in connection with the APl Program, and pursuant to the API/Dealer
Agreements, APl and certain of its affiliates ¢stablished multiple claim reserve accounts at JP
Morgan, LaSalle Bank and Goldman Sachs as set forth in Exhibit 1 (the “Reserve Accounts”).
According to the Trustee's records, as of July 31, 2007, the outstanding balance of funds on
deposit in the Reserve Accounts was $1.798,562.00,

WHEREAS, on February 15, 2007, API executed an assignment for the benefit of
creditors, and transferred its assets to the API Creditors’ Trust, administered by Michael Kayman
as Assignee (the “Assignee”). Subsequently, APl ceased processing claims in connection with
the APl Program. In addition, the Assignee transferred the funds in the Reserve Accounts to an
account {the “L.aSalle Account”) at LaSalle Bank National Association (“LaSalle™). Accounting
of the LaSalle Account allows the specific allocation of the funds deposited therein from the
Reserve Accounts.

WHEREAS, the Trustee and LaSalle entered into a settlement agreement in connection
with their respective claims and defenses against each other, including their respective claims
and defenses refating to the funds in the LaSalle Account (the “LaSalle Agreement™). Pursuant
to the LaSalle Agreement, among other things, LaSalle agreed to transfer and assign whatever
rights, claims and interest it held in the funds that were in the LaSalte Account to the Trustee.
On July 25, 2007, the Bankruptey Court entered an order approving the LaSalle Apgreement.

WHEREAS, to preserve the integrity of the API Program, and to otherwise facilitate and
serve the interests of consumers who purchased VSCs under the API Program, PDS has
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established a scrvicing arrangement with the Dealers to perform claims administration in
connection with the API Program as detailed in the Service Contract Repair Agreement attached
hereto as Exhibit 2. .

WIHEREAS, since February 12, 2007, the Dealers have not had access to the funds in the
Reserve Accounts, which, under the API/Dealer Agreements, were to be used to pay repair,
replacement and cancellation costs associated with claims made by consumers participating in
the APT Program.

WHEREAS, PDS will procure @ Contractual Liability Insurance Policy (the “GAIC
Policy’™) fram Great American Insurance Company ("GAICT) naming the Trustee as the Named
Tnsured, which will indemnify API's bankruptcy estate from all claims and net cancellation
liability related to the API Program. Other than with respect to Graff Ottawa, Lynnes Infinity,
S&W Motors and Suresky & Sons, coverage under the GAIC Policy will become elfective with -
respect to each of the Dealers on the date that the Transferred Funds allocated to such Dealer are
transferred to PDS. Coverage under the GAIC Policy with respect to Graft Ottawa, Lynnes
Infinity, S&W Motors and Suresky & Sons will become eftective on the Effective Date, it being
understood by the Parties that the funds allocated to such Dealers are GS Reserves, subject to the
distribution provisions of paragraph 2.b. below,

WHEREAS, in an effort o minimize any further disruptions and inconveniences to
dealers and consumers holding contracts issued under the API Program, and to resolve any 1ssues
regarding the disposition of the Reserve Accounts, the Parties have engaped in good faith, arm’s-
length discussions with respect to resolving all of the respective rights, obligations, claims and
defenses of the Dealers, the Trustee. APl and API's bankrupicy estate in connection with the
API/Dealer Agreements and the subject matter thereof. In order to fully resolve alt such rights,
oblipations, claims and defenses, and (o protect the rights of consumer purchasers of the VSUs,
including the ongoing administration of the API Program, the Parties have elected to enter into
this Settlement Agreement as being in the best interests of API's estate, the Dealers and PDS,
respectively.

NOW THEREFORE, in consideration of the mutual releases and additional
consideration set forth herein, which cach of the Parties agrees is good and valuable
consideration for the various covenants and understandings set forth in this Settlement
Agreement, it is hereby agreed by the Partics as tollows;

1. Effective Date. This Agreement will become effective on the date that an order
approving this Settlement Agreement becomes final and non-appealable (the “Effective Date™).

72 Reserve Accounts. Within five business days (5) of the Effective Date, and as
consideration for GAIC providing the GAIC Policy, the Trustee will cause to be transferred to
PDS funds (the “Transferred Funds™) in an amount equal 10 the aggregate balance in the Reserve
Accounts. as of July 31, 2007, as set forth in Exhibit ] (the “Total Reserve Ralance™), Jess (a) the
outstanding balance, as of July 31, 2007, of the Reserve Accounts on deposit at Goldman Sachs.
'n which Goldman Sachs asseris a lien (the “GS Reserves”™); (b) the outstanding balance, as of
Tuly 31, 2007, of the Reserve Accounts allocated to Account No. 30002514, in which the

g4
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Superintendent of the New York State Department of Insurance (the “Superintendent”) may
asscrt an interest (the “NYS Reserves™); and (¢) an amount (the “Retained Amount™) equal to
0% of the Total Rescrve Balance less the sum of (1) the GS Reserves and (ii) the NY$ Reserves.
The Retained Amount. and the accrued interest carned to date on the unencumbered portion of
the Reserve Accounts, will be held by the Trustec as an asset of API's bankruptey estate. It i3
understood by the Parties that the initial distribution of Transferred Funds 1o PDS will total
$1,001,103.60, and the initial Retained Amount wili equal $111,233.73.

2.b. Trustee’s Recovery of GS Reserves and/or NYS Reserves, To the extent that the
Trustee is successful in recovering 100% of the GS Reserves and/or the NYS Reserves as set
forth in Exhibit | hereto, free and clear of any claims, liens or interests asserted by Goldman
Sachs or the Superintendent, respectively, such funds will be transferred to PDS, and retained by
the Trustee, as the case may be, in the same manner and in the same proportion as set forth in
paragraph 2.a_herein. Any transfers to PDS pursuant to this paragraph 2.b, will be made within
tourteen (14) days after the later of the date that (a) an order becomes final and non-appealable,
which order declares that the interest of API's bankruptey estate in any such funds is superior to
the claims, liens or interests asserted by Goldman Sachs or the Superintendent, respectively, in
such funds; (b) the Trustee enters into an agreement, approved by a final, non-appealable order of
the Bankruptey Court, pursuant 1o which Goldman Sachs or the Superintendent, as the case may
be, releases its claims, liens or interests in such funds, and (¢) the Trustee's receipt of any such
funds into the Trustee's operating account maintained in connection with the Trustee's
administration of API's bankruptcy estate,

To the extent that the Trustee recovers less than 100% of the GS Reserves and/or the
NYS Reserves as set forth in Exhibit | hereto, free and clear of any claims, liens or interests
asserted hy Goldman Sachs or the Superintendent, respectively, PDS shall within 14 days of the
Trustee’s written notification of such recovery elect whether the contracts and Dealers associated
with such recovered funds shall be included within the scope of this Agreement. If PDS makes
such ¢lection, such funds will be transferred to PIDS, and retained by the Trustee, as the case may
be, in the same manner and in the same proportion as set forth in paragraph 2.a. herein, 1If PDS
fails to make such election, neither the funds recovered by the Trustee nor the contracts and
[Dealers associated with such funds shall be included within the scope of this Agreement.

2e. General Unsecured Claim. PDS shall have a general unsccured claim against
AFI’s bankruprey estate for the amount retained by the Trustee as an asset of API's bankruptey
eslate pursuant to paragraph 2.a. and/or 2.b. herein.

3. Use of Transferred Funds and Perjodic Reporting. Upon the delivery of the
Iransferred Funds to PDS, PDS will procure a Contractual Liability Insurance Policy naming the
Trustee as the Named Insured, to cover valid repair claims and net cancellation claims under the
VSCs. Commencing on the fenth (10™) day of the second month following the Effective Date,
and continuing on the tenth (10™) day of each succeeding month, until such time as the Trustee
determines in her sole discretion, PDS will provide the Trustee, or her designated apent, with a
report detailing all payments and claims processed under the VSCs during the prior month,
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Guaranteed Price Refund Contracts. Nothing in this Settlement Agreement shall, or shall
be deemed 10, obligate PDS to perform under puaranteed price refund contracts sold by the
Dealers in connection with the APY Program.

4. Representation and Warranties by PDS. PDS hereby represents and warrants that
it will comply with all applicable federal, state and local laws and regulations in connection with
the administration of the V8Cs, including maintaining insurance and/or cash reserves as
necessary and/or required by law in connection therewith, In addition. PDS hereby represents and
warrants that, until the expiration of all VSCs insured by GAIC, PDS will:

A, provide the Trustee with no less than 60 days™ prior written notice of the
employment of any administrative agent other than PDXS to adminisler
claims under the APl/Dealer Agreements; and

B. provide the Trustee with proof of insurance in connection with the
administration of the V5Cs,

5. Mutual Release. Effective upon the Effective Date, other than claims relating to
the enforcement of this Settlement Agreement and as set forth herein, and PDS’s unsecured claim
against API's bankruptcy estate described in paragraph 2 above, the Trustee, on behalf of the
Trustee, any of the Trustee's successors and/or assigns, and API's bankruptcy estate, and PDS,
on behalf of itself, the Dealers, and any of their successors and/or assigns, each hereby releases,
remises and discharges the other, and any and all of such Party’s successors and/or assigns,
affiliates. officers, directors, principals, employees, attorneys, other professionals, agents and/or
any other representatives from any and all claims and causes of action, known or unknown, from
the beginning of time up through and including the Effective Date, including but not limited to
all claims. counterclaims, defenses and affirmative defenses, relating to the API/Dealer
Agrecments, the V5Cs, the Reserve Accounts, the LaSalle Account, and all claims relating 1o the
relationship between and ameng any of PDS, the Dealers, APL APL's affiliates, and the Trustee.

a. Indemnification. PDS agrees to hold harmiess and indemnify the Trustee and
APl's bankruptley estate from and against any and alt claims, demands, penalties, damages,
obligations, and costs of any nature whatsoever, including the Trustee's attorneys’ fees and costs
incurred in connection therewith, asserted against the Trustee or API's hankruptcy estate in
conacction with this Settlement Agreement, the APl/Dealer Agreements, the API Program, the
VSCs or the Reserve Accounts,

7. Notice of the Agreement. The Trustee has filed with the Bankruptey Court a
mation, pursuant o 11 U.S.C. § 363 and Fed. R. Bankr. P. 9019, secking approval of this
Settlement Agreement and the transactions and arrangements contemplated herein (the “PDS
Settlement Motion™), Naotice of the PDS Sertlement Motion has been posted on the Bankruptey
Court-approved website matntained by the Trustee in the Bankruptcy Case, and provided to the
U.S. Trustee, AP] and its affiliates, counsel for the Official Committee of Unsecured Creditors,
APVs twenty laroest creditors as listed in the Petition, the Superintendent, all parties that have
requested notice of all pleadings filed in the Bankruptey Case, and the Attormey General of each
stale in which VSCs were sold. Other than through posting on the Trustee’s website for the
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|
Bankruptcy Casc. scparate notice of the PDS Settlement Motion will not he provided to the
consumer purchasers af the V5Cs.

8. Authority. The Parties state that they have read and understand this Settlement
Agreement, that they have had an opportunity to consult with their attomeys concerning the
terms and conditions herein, and that they have entered into this Seutlement Agreement for
reasons of their own and nat based upon representations of any other Party hereto, and that the
person signing this Settlement Agreement on behalf of each of the Parties has full authorization
to do s0. PDS furiher states that it has full authorization to enter into this as apent for and on
behalf of each of the Dealers.

9. {osts. Each Pacty shall pay its own respective costs and attorneys™ fees incurred
in connection with this Settlement Agreement,

10.  Entire Aereement. This Settlement Agreement constitutes the cntire agreement
and supersedes all prior written or oral agreements between the Parties,  This Settlement
Agreement may nol be amended or modified except in writing by both Parties.

11, Counferparts. This Settlement Agreement may be executed by signatures on more
than one counterpart, !f so executed, the various counterparts shall be considered one instrument,
A facsimile or electronic signature hereto shall have the same force and effeet as an original
signature,

12 No Admissions. Neither the execution of this Scttlement Agreement nor the
settlemnent of the matters herein between the Trustee, the Dealers and PDS shall constitute an
admission of liability by either the Trustee, the Dealers or PDS.

13, Governing Law. This Settlement Agreement shall be construed under the intermal
laws {and not the laws of conflict) of the State of lllinois, This Settlement Agreement shall not
be construed apainst either of the Parties but shall be given a reasonable interpretation. Should
any part of this agreement be found void or unenforceable, the remaining portions of the
agreement shall remain in full force and effect.

IN WITNESS THEREGQF, the Parties hereto have executed this Agreement.

FRANCES GECKER, not individually, but as PREMIER DEALER SERVICES, INC,
Chapter 11 Trustee of Automotive Professionals, Inc.

By: By:

One of her attorneys  lts authorized representative

Dated: Dated:
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