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Join us for the 4th Annual Syntax Solution Conference.

Virtualization has created a fundamental shift in how we think about the data center. Today,

Desktops, Servers, Applications, Content, Storage, Networking, Security and users can all be
virtualized.

Do you need assistance putting together your Virtualization Puzzle?
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CARLSON

SCHOOL OF MANAGEMENT

UNIVERSITY OF MINNESOTA

Wells Fargo presents

Is*Tuesday

A tradition at the Carlson School of Management since 1992

and one of the largest regularly-scheduled gatherings of
corporate and community leaders in the area, the 1st Tuesday
Speaker Series brings together leaders from throughout the
region to discuss the most important business, management,
and leadership topics of the day.

Charles &
Paul Mooty

Chief Executive Officers,
Faribault Woolen Mill Company

June 52012
11:30 a.m. - 1:00 p.m.

Registration, lunch,
and program

McNamara Alumni Center
University of Minnesota

Charles & Paul Mooty
Chief Executive Officers,
Faribault Woolen Mills

For more information
& to register visit:

carlsonschool.umn.edu/firsttuesday

Presented by

WELLS
FARGO
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What do you see?

A glass half full or
a leaky roof?

awhile since your roof has been checked, call
Garlock-French.

the details, so you won't have to.

We've been up on roofs longer, and it shows.

\ PN\ _/

If you suspect you have a roof leak, or it's just been

At Garlock-French Corporation we guarantee our
workmanship, so you can feel secure knowing your
Garlock-French roof will give you years of trouble-free
service. Our friendly, reliable staff will take care of all

At Garlock-French Corporation, we've been giving
homeowners quality roofing solutions for 80 years.

Providing peace of mind since 1932

NEANR

GARLOCK-FRENCH
CORPORATION

Roofing Division e Cedar Preservation Division e Solar Division
Chimney Division e Sheet Metal Division ® Roof Maintenance Division

2301 East 25th Street, Minneapolis ® 612-722-7129
Garlock-French.com ® MN License #0001423

THE 2012 NOBEL PEACE PRIZE FORUM
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and the Humphrey School of Public Affairs, U of M
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EL-HIBRI
CHARITABLE FOUNDATION

M

A Million Copies Initiative
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NORWEGIAN EMBASSY

T

&

McGouGH

SMABY FAMILY
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Nordic Home Interiors
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editor’s note

DALE KURSCHNER I DKURSCHNER@TCBMAG.COM

The Road to Prison

ver let your mind wander to

relax, it starts bouncing around

a bit, and before you know it,
you land on an idea you wouldn’t have
thought of otherwise?

I do from time to time. And such a
process (or lack thereof) is the reason for
this month’s cover story. It started while
walking to my car after work and passing
the Hennepin County Government Cen-
ter. Keep in mind, these were rambling
thoughts ...

At first I wondered what it must be
like to be sent to prison. And the John
Grisham voice inside of me brought
up the time my business and I—along
with three other companies not even
connected with us—were wrongfully
accused by the U.S. Securities and Ex-
change Commission.

We quickly proved that we had
done nothing wrong. But if you haven’t
experienced something like this, here’s
how it can go: You get a certified letter, a
page and a half or two, telling you why
you are guilty until you can prove your
innocence. Whether or not it’s all specu-
lation, it’s from the government and you
scramble to respond immediately. After
you’ve done so, you don’t receive another
letter saying, “Our apologies,” or “You're
right, you're fine.” Silence from the SEC
is to be taken as “all clear”. ..

My mind then did a 180, and I
recalled the times when I had caught a
few executives and companies flat-out
lying to legislators, investors, and the
public—and how hard it was to first
unearth such activity, let alone prove it
enough to publish it. I really give credit to
those individuals out there today busting
business-related liars and cheaters, and I
wish there were more of them ...

My thoughts then
veered to the Tom Petters
saga, as [ understood it.
Everything I had read
about him from the day
after his companies were
raided seemed one-sided
at best—as though the

! ! ly/HXsuz$S
public had decided that

ON THE WEB E

The Kansas City Star offers
this historical slideshow of the
United States Penitentiary in
Leavenworth: http://bit.

From a distance, the U.S. Penitentiary in Leavenworth, Kansas, resembles
a classical state capitol building.

he was guilty as soon as it saw news video
of his headquarters being raided and read
news reports in the following days. And
couldn’t find anything that described the
situation from Petters himself . . .

And then the thought popped up:
What about capturing Tom Petters’ side
of his own story? After six months and
many letters back and forth, Petters
finally agreed to meet for an interview—
the first he has granted since before his
arrest in October 2008.

I recently journeyed to the federal
penitentiary at Leavenworth, Kansas, to
talk with him, hoping I might also take a
photo or shoot some video. But cameras
aren’t allowed. So I took the above photo
from across the street, and took notes as
best as I could on what it was like to get
into prison and talk with him.

After parking my car in a crumbling
asphalt parking lot, I follow the signs
guiding me up a slight hill to a 19th-
century brick house. Visitors enter
through a narrow set of white French
doors that 'm guessing were originally
installed to let you move between the
garden and a sunroom
with a fireplace and
original hardwood floors.
Today, instead of a garden,
there’s a concrete apron
with an accompanying
trash can out front, and a
sign on the door say-

ing that no cameras, cell
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phones, audio recorders, or individuals
with fevers of 100 degrees or more are
allowed beyond this point.

Assistant Warden Thomas Sheldrake
greets me. I sign in, my ID is checked, the
guard takes my photo for an on-site visi-
tor’s card, I go through a metal detector,
and I’'m on my way. It’s about a 75-yard
walk to the main entrance of the prison.
Walking up the steps feels like approach-
ing any other domed Federal-style
government building. One of the first-
generation U.S. penitentiaries built in the
early 1900s, Leavenworth looks like a for-
mer state capitol converted into a prison.
Around it are two 20- to 30-foot-tall
fences with more than 10 rolls of razor
wire coiled along the bottom and top.
Security keeps a constant eye on what’s
going on around the perimeter through
video cameras, from tinted windows in
the watchtowers, and with patrols on
foot, in golf carts, and in trucks.

At the top of the steps, Sheldrake
opens a fairly ordinary door, and we
enter a small waiting area; the radiator
on the left rattles as we wait for a bul-
letproof glass door to slide open, and a
metal-barred door on the inside to be
unlatched by whoever’s watching us on
camera. Inside, we’re greeted by a secu-
rity guard sitting at a small desk on the
right, and a dimly lit, security-glass-
encased control room on the left, where
my ID card is scanned before I can
proceed through another metal detec-
tor. The area smells like a museum or a

musty old mansion, and I can see down
the hallway in the middle of the building,
into the prison itself.

From there, Sheldrake escorts me
through a set of flat-blue, three-quarter-
inch-thick steel-bar doors that even he
has to wait for someone else to open. As
the first closes, there’s an awkward pause
until the next opens. Each time one does,
it’s with that incredibly loud, jail-door
latch sound you hear in the movies.
Petters later tells me that that’s the sound
he wakes up to at 6 A.Mm. every day—the
loud unlocking of his cell door, and
those of the other approximately 1,800
inmates at Leavenworth.

The 58-person-occupancy visitors’
room looks like a kindergarten class-
room without a chalkboard, educational
tools, or kids’ stuff. There are small,
camel-brown plastic chairs and tables
maybe two feet long and 12 inches deep.
Neutral-colored, 12-inch-square vinyl
floor tile, off-white paneled walls, and
white rectangular ceiling tiles illuminat-
ed by fluorescent-tube lighting make the
room feel even more institutional.

In walks Tom Petters wearing an
olive-green/khaki collared short-sleeve
shirt with matching pants, and a pair
of black and gray Nike tennis shoes. He
looks tan, well-groomed, physically fit,
and, overall, healthy. He’s calm, positive,
exhibits a good sense of humor, and is
passionate about his former business
activities and goals. We start in on a long
list of questions that I brought. And for
the next five hours, I forget that we're
talking inside a medium-security prison.

As we wrap up the meeting and shake
hands, 'm quickly reminded of exactly
where we are, as I hear in the distant
background: “Yeah. This is Sheldrake.
I’'m tossing Petters back into the trap
now.” The “trap” is a small waiting area
between security doors, each of which
can be opened only by a person on the
other side of it.

Petters walks toward the door, looks
back with a wave and a polite smile, and
then heads back to Cellblock C-1. And
I'm left alone, with my thoughts. TCB
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Lots of development was stalled by the

recession, but these are the poster children.

projects looked like sure things. They shared high-profile locations, good
mixes of retail and residential, and strong civic support. The Great Reces-
sion knocked them down again, and again, and again. Each development says it’s

I n the gilded middle years of the last decade, three real estate development

finally turned the corner. —Gene Rebeck

The Penfield

The City of St. Paul offered millions in public
financing to help get this 300-unit, 40-story project off
the ground. Condos would have ranged from $200,000
to more than $1 million. The project got knocked
down to 33 stories, then 11. This year, with private
developers out of the picture, the city took over.
Location: Downtown St. Paul; bounded by 10th,
11th, Minnesota, and Robert Streets.

First Proposed: 2005

Original Project: 40-story condo tower, townhomes
Original Developers: Alatus LLC (Minneapolis),
Sherman Rutzick and Associates (St. Paul)

Current Project: Six stories, 281,000 square feet, 254
luxury apartments; Lunds on first floor

Current Developers: St. Paul Housing

& Redevelopment Authority

Projected Groundbreaking: june

Expected Completion: December 2013

Price Tag: $62 million
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The Jaguar Site

The Jag dealership moved to Golden Valley nearly five
years ago. Since then, this prominent Minneapolis
corner, a gateway to the vigorous North Loop, has
become an eyesore.

Location: Downtown Minneapolis, Hennepin at
Washington Avenue.

Original Project: Two Twenty Two, comprising 300
luxury condos and a Whole Foods Market

First Proposed: 2005

Original Developers: Milliken Development
Group (Vancouver, B.C.)

Current Project: 222 Hennepin: seven stories,
580,000 square feet, 286 luxury apartments, Whole
Foods, liquor store (operated by Whole Foods)
Current Developers: Ryan Companies US
(Minneapolis), Excelsior Group (St. Louis Park)
Broke Ground: February

Expected Completion: Summer 2013

Price Tag: $70 million
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The Penfield started out as a gleaming
condominium tower with views as far

as the eye could see. The market had
its sights set elsewhere.

Wayzata Bay Center

The dated downtown Wayzata shopping mall began
emptying out when plans for redevelopment arose—
the last tenant, Original Pancake House, left in August.
Washington, D.C.-based property developer/manager
Madison Marquette first proposed a renovation in
2003, then bowed out; locally based United Properties
followed and also departed in the face of community
resistance.

Location: Downtown Wayzata, 14-acre site at Lake
and Superior

First Proposed: 2003

Current Project: The Promenade: 254 senior
housing units and 32,000 square feet of retail
Current Developer: Senior Housing Partners
(division of Presbyterian Homes and Services,
Roseville)

Projected Groundbreaking: May

Expected Completion: Fall 2014

Price Tag: $123 million (first phase)



Spirit’s Cheap.
The Fees,
Not So Much.

Is the “ultra” low-cost
carrier worth business
travelers’ attention?

Spirit Airlines starts MSP Terminal 2 op-
erations May 31 with three daily flights
to Chicago’s O'Hare International and

consumers like decision-making power,
though critics argue that the a la carte
pricing serves to mislead consumers,

THE SKINNY

MSP-ORD (round trip, booked online two months in advance)

one flight to Las Vegas. who aren't hit with the actual price until Southwest Airlines Is\"’il':il:e
The Florida-based carrier’s philoso- it is fime fo pay. - - rines
phy is to make base fares as cheap as Former Sun Country Airlines Vice Base fare (including $183.60 $183.60 $109.10
. . . - taxes and airport fees)

possible and then charge passengers President of Marketing Wendy Williams -

for every exira, and some notso-extras, Blackshaw says what travelers do not Booking fees None None $37.98

such as reservations. Spirit charges a realize is that once dll the fees are Fee for one carry-on bag | None None $60
passenger usage fee” of .$1 6.99 ef:ch added up, they are ulh‘mqtely paying Fee for one checked bag :lone Isullzv;s ':p totwo | ¢so $56

way. The only way to avoid the fee is to about the same price, if not more, as ree checked bags)

book and buy at the airport. they would on Southwest, Sun Country, TOTAL FARE $183.60 $233.60 $263.08

Want fo put a carry-on bag in the
overhead bin or check a bag? That
will cost $20-$40 a bag. Want an as-
signed seat? That could cost up to $50.

or even Delta.

Nonetheless, the Metropolitan
Airports Commission lobbied Spirit
to enter the market for several years.

Southwest Airlines

ORD-BOS (roundtrip, booked online two days out)

Spirit

Spirit also charges a $4 round-rip fee Executive Director Jeff Hamiel believes — Airlines
that reimburses the airline for “unin- Spirit will help keep fares down at MSP. ::sdeuf;:;g"f:::)'"g taxes | $349.60 $539.70 $172.61
tended” consequences of a new rule He says business travelers who need -

requiring the airline fo show govern- to book tickets with two or three days’ Booking fees None None $37.98
ment taxes built in to its fares. Spirit has notice will find Spirit ends up cheaper Fee for one carry-on bag | None None $60
also started breaking fuel costs out of its than the legacy carriers to ORD. Fee for one checked bag | None (allows up totwe | <5, $56
fare calculations, which further clouds Should the business traveler care free checked bags)

its pricing process. about Spirit's arrival? The airline may TOTAL FARE $349.60 $589.70 $326.59

Spirit spokeswoman Misty Pinson
says the two-decade-old airline has
been profitable every quarter since
2007, the year it switched to the
fee-driven model. The airline believes

offer good value for a Chicago day
traveler who doesn’t have bags to
check or a use for the overhead bin.
(Spirit allows one free bag under the
seat in front of each passenger.)

“But it's not going to be the guy
from 3M who travels every week and
gets his SkyMiles on Delta,” Black-

shaw adds. “It's going to be the small
business that's really concerned about
cost.” —Nataleeya Boss

The Last Shall Be Firste

Is NASCAR success a harbinger of corporate stock performance?

ey

Minnesota is not recognized as one of the capitals
of stock car racing, but that doesn’t stop five
locally based companies from coveted
sponsorship tie-ins with Nascar’s iiber-
American audience.

The Daytona 500, Nascar’s prestige

w1t Best Buy *—0.96% it ==

- =T

3rd 3M ’ISE-? +0.79% ' ! \BUY f |

£

race, took place in late February, delayed by (/A o
rain and fiery crashes (including the Target 8th Fastenal Q:_ + 3.49 /0
car). We followed the shares of the sponsoring -

companies to see if they tracked Daytona’s results
in the month after the race. The data indicates that
winning Nascar races can be harmful to your stock,
but crashes clearly do not portend a stock collapse!
—Adam Platt

27th Gen’l Mills/Kroger QP +2.84%
36 [crash] Torget T T +4.83%
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JUNE 16, 2012

ADMISSION

$25in advance; ﬂn: el

S30 atthe door f'ound { ‘o 'n

EVENT DETAILS

Poker Run-style motorcycle rally with
stops around the Twin Cities

© Open house at Wild Prairie Harley
Davidson in Eden Prairie featuring bike
demos and vendors

Police escorted ride from Wild
Prairie Harley Davidson to
AutoMotorPlex

* “Best of the best” car and
motorcycle show at
AutoMotorPlex
Music by
Tim Mahoney

Live entertainment and local
food trucks

Visit www.mnangel.org for more

information. Sponsorships still available!

Help When Cancer__S__f_ ik
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For nearly eight years, the only spot in
downtown Minneapolis to watch dueling
piano players pound out a Billy Joel
ballad was The Shout House. But there’s
a new bar in town with smoking ivories.
In December, Howl at the
Moon—which operates 13 piano bars
nationwide—planted roots at 430 N.
First Ave., a stone’s throw from The
Shout House in Block E. Its Chicago-

Howl at the Moon
Cover charge: Varies, depending on day of
week and time
Capacity: 340
Size: 6,000 square feet
Resident piano players: Five
Shows: Four nights a week
(closed Sunday-Tuesday)
g _J

based parent, Howl USA, is the “fastest-
growing dueling-piano bar operator in
the country;” but it has also shuttered
several underperforming venues,
including one in Scottsdale, Arizona, that
was open a mere six months.

The Shout House and Howl follow
a similar formula: Two piano players
field requests ranging from Journey to
Taylor Swift. Guests sing along, shows
are punctuated with dance competitions,
and the lion’s share of revenues come
from alcohol sales. Both clubs also host

corporate events.
Molly Lermon, Howl’s sales and
events manager, says weekend attendance

War of the Ivories

Is downtown big enough for two dueling-piano bars?

at the Minneapolis location has doubled
during its first few months. The owners
of nearby Brothers Bar and Grill own

a stake in the club, but being a chain

has tangible benefits. “People say, T've
been to the one in Houston, I've been to
the one in Chicago, ” Lermon explains.
“They like that they know our name, and
that they know what to expect when they
get here”

Joe Woods, majority owner of the
Minneapolis Shout House, proudly
describes his club as “a Minnesota small
business.” There are additional locations
in California and Arizona, but each is
independently owned and operated.

Revenue at Woods’ club has climbed
8 to 12 percent annually since its 2004
inception. It has seen local piano bars
come and go, like Little Ditty’s at the
Mall of America and a handful of Axel’s
Bonfire locations that tried but later
dropped the model. (Block E being Block
E, it’s worth noting the Shout House’s
lease runs through 2014 with two five-
year extension options.)

“We've been successful during the
worst of times, so whatever happens
[with Block E], 'm confident that we can
continue to grow,” says Woods. “I don’t
have plans to go anywhere.”

But can the Warehouse District
support two dueling-piano bars? If
the weekend lines outside each are any
indicator, the answer seems to be “yes.”

—Jake Anderson

The Shout House
Cover charge: Max of $8, depending on
day of week and time
Capacity: 642

Size: 8,800 square feet

Resident piano players: Ten
Shows: Six nights a week (closed Monday)




M Is For
Mentdl

The Met Council and
Dakota County
squabble over paint.

Reliable rapid transit is essen-
tial to the region’s growth and
employers’ ability to attract
workers, skilled and other-
wise. Which explains why
Dakota County commissioners
got into a dustup with Met
Council planners over whether
Cedar Avenue Bus Rapid Tran-
sit (BRT) Red Line buses would
be painted in a signature

@ METRO

pastiche of reds or look like
other fransit vehicles.

“There’s a growing tension
between the Met Council and
the counties” on transit issues,
says MinnPost fransportation
specialist and former Met
Council staffer Steve Dornfeld.
“Saying [Dakota County Com-
missioners] wanted the Cedar
buses to have more ‘pizzazz’
was really about wanting a
look that says ‘These are our
buses.” "

Also at issue: whether the
letter M or T would identify the
region’s transitways.

In the end, Dakota County
got a splash of red, and the
current “T” designation on bus
stops will expand to identify
rail/BRT lines, in conjunction
with the word “Metro.” —A.P.

68X

Stock Option Gain
of the Month

Jim Frome
SPS Commerce
Grant Price: $0.37
Exercise Price: $25-$25.29
Gain: $103,000 (approx)

You deserve a team that will bring you brilliant ideas coupled
with strength, capacity, and a high level of service.
Opportunities abound. We will help you make them happen.

NICK RICHARDSON
and DAVE PETERSON
are members of
Minnesota Bank

& Trust’s expert
commercial

banking team.

Plan to grow

::A TEAM FOR TODAY

7701 France Ave. S. :: Suite 110

Edina :: 952-841-9300 MINNE SOTA

www.mnbankandtrust.com . BANK & TRUST
MEMBER FDIC & EQUAL HOUSING LENDER
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A real estate
partnership

that connects
more clients
with more
solutions

As the largest commercial real estate
services firm in the Upper Midwest,
Cushman & Wakefield/NorthMarq offers
the deepest expertise in the region with
integrated connections to services
available globally.

We offer a full range of services to
investors, developers, corporations
and occupiers throughout the region.

Call or visit our website to learn more...
and get connected to the right real estate
solutions for your business.

il cusHMAN &

iss} WAKEFIELD. | NORTHMARQ

952.831.1000 ¢ cushwakenm.com
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Remoking
Morton'’s

The celebrated steakhouse is being
reinvented from the Twin Cities.

If there is a brand that epitomized the
golden era of the late 20th century, it’s
Morton’s The Steakhouse. From the
tuxedoed wait staff to the cigar bar to the
trolley presentation of various raw cuts
of beef and live lobsters to the signature
soufflés, Morton’s was the ‘80s . .. and
‘90s . .. and ‘00s. But then the economy
collapsed, and while some steakhouses
thrived (Manny’s, for example), Morton’s
struggled.

Its clubby, often windowless digs once
buzzed with bankers and lawyers, and
in the case of the Minneapolis outpost,
daily Pohlad sightings. But smoking laws
shut the cigar bar, Carl Pohlad passed
away, and businesses stopped spending.
And the see-and-be-seen crowd chose
the glam of Manny’s over Morton’s
basement. The company closed in
Minneapolis in 2009, and just this winter
was sold to Houston-based Landry’s
Inc., a restaurant holding company that

Wade Wiestling, once the preeminent
seafood chef in the Twin Cities, now
concerns himself with beef.

controls disparate brands from Bubba
Gump Seafood to Oceanaire.
Oceanaire’s founding chef, Wade
Wiestling, remains with Landry’s as
vice president of culinary development
(based in the Twin Cities), and is the
lead culinarian on the team reinventing
Morton’s. “Morton’s was the last bastion

of civility, power fine dining. That’s

A Connected Man

The Downtown Council chose Mark Stenglein because he can raise
money and manage coalitions among fractious politicians.

Mark Stenglein

Last year, the Minneapolis Downtown
Council (MDC) asked several dozen
local leaders for input about its next
CEO. When Mark Stenglein outlined the
attributes that such an individual should
bring, the MDC’s search firm asked him
to consider throwing his hat in the ring.

The 15-year Hennepin County
Commissioner succeeds Sam Grabarski,
who is retiring. MDC board members
say Stenglein offers a different skill set.
He has “a personality that can work with
both sides of the [political] aisle and is an
excellent listener,” says David Sternberg,
MDC board member and senior vice
president at Brookfield Properties.

MDC Board Chair Elliot Jaffee
describes Stenglein as a “visceral
advocate for downtown Minneapolis,”

a collaborator, and someone with
tremendous political acumen.

Stenglein knows the intricacies of local
government entities that have served as
allies of the council, particularly when it
comes to securing legislative funding.

Stenglein’s ability to fund raise, which
he’s had to do to support his own five
runs for commissioner, also stood out as
a key strength, says Jaffee, who is Twin
Cities market president for U. S. Bank.



where it was,” he explains.
“But we're trying to boost
growth at our 67 stores.
We’re tweaking the ambience,
music, uniforms, to attract
ayounger customer. Service
has been sped up; people
were sitting a half-hour
before they placed an order.”

That means out with
the tuxedos, no more meat
trolley, and the LeRoy
Neiman watercolors may
not be long for the world.
Wiestling has added entrées
under $30 and the chain is
looking for “high-visibility”
locations to grow into.
“[CEQO] Tilman Fertitta
wants Morton’s to be the
premier steakhouse in the
U.S.A.” Wiestling notes.

As for the Twin Cities,
restaurant insiders are
speculating that the well-
worn McCormick &
Schmick’s (another Landry’s
brand) on Nicollet Mall could
be converted into a Morton’s.
Wiestling’s comment:
“Anything’s possible.” —A.P.

MDC is backing
Minneapolis’ request for $25
million in bonding from the
Minnesota Legislature to
revitalize Nicollet Mall; the
sum would require a private
match. The project is part of
the council’s Intersections
2025 plan, which calls
for doubling downtown’s
residential population to
70,000, establishing a sports
district, greening, and
ending street homelessness.
Bringing the plan to life
will be Stenglein’s primary
focus—and Jaffee says it’s no
coincidence that a new plan
and leader were announced
in rapid succession.

“I'm a real nuts-and-
bolts guy,” says Stenglein,

56, a longtime Northeast
Minneapolis resident who
owned his own business
before becoming a county
commissioner. “I like rolling
my sleeves up and getting
into the middle of things.”

—Christa Meland

Solid.

It's the Western way:

Isn’t it time you worked with a healthy bank that helps you build a strong foundation?

Western-bank.com

W

WESTERN BANK

Member FDIC Equal Housing Lender@
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Fashion &
Pink Power

Peterson Milla Hooks decides to
let Barbie be Barbie.

The Strategy

Peterson Milla Hooks (PMH), the
Minneapolis-based advertising agency,
knows about icons. It helped hone

one with its nationally noted work

for Target. So the shop was up to the
task when asked to create a commercial
for Barbie, the doll that’s a cultural
Rorschach test. “We’ve got to let Barbie
be Barbie,” says Tom Nowak, president
at PMH. “And people can choose to buy
into that, but it wasn’t about changing
perceptions of Barbie—Barbie is fashion
and pink power. We just decided let’s
embrace it and not overthink it

The Creative

The result is a 30-second spot, digitally
enhanced by another Minneapolis-
based firm, Pixel Farm, featuring the

tagline, “See what happens when you
play with Barbie.” It focuses on the
imagination unleashed by playing with
Barbie (as well as the fashion accessories
for the doll—and the girl—that are sold
separately).

“Mattel was interested in our visual
style as an agency largely because of our
Target work,” explained Nowak. “We're
not a design shop, but we have a very
design-centric approach to advertising.”
Target’s not the only company that’s
taken notice. After it shook up its agency
roster, PMH did work for performance

apparel brand Athleta, owned by
Gap. Eventually it did work for Gap
itself, as well as K-Mart. And now
PMH will be the lead creative for
national retailer JC Penney.

The business burst has replaced the
Target billings, says Nowak, who notes
that PMH is “adding people like crazy.”
As the agency does not place media
billings, Nowak could not offer the
standard ad agency metric of billings to
estimate his shop’s size. Nor would he
reveal Mattel’s planned expenditure for
the Barbie campaign.

The agency
has moved on
from Target
to several big
national
accounts,

including Gap
and JC Penney.

The Buy

The spot is clearly aimed at girls. But
unlike most toys, the controversial doll
has a secondary target: their moms.
“We were speaking to girls and wanted
moms to feel good about that message
as well,” says Nowak. “We know Mom’s
overhearing that conversation.”

’H

(al FULL'

Nothing brings people together
and delivers more smiles than
Famous Dave's award-winning,
hickory-smoked BBQ.

Whether your event is for 20

or 2,000, we have a variety of
barbeque specialies and other
items to satisfy every guest and
fit virtually every budget.

e s

Let Dave's make your next event
~a LOT more fun... and without breaking the p{ggy bﬂi:.

Howard Polski
952-593-5050

Ruquest & quote online at famouscatering.com m
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ut Fruit EXpress

The Midwest’s premier supplier of
fresh cut fruit and vegetables for

retail, food service, & convenience stores

Offering a range of products including:

m Custom cuts & mixes ™ Organic ® Locally grown produce

Call: 651.438.8834

Visit: CutFruitExpress.com

Fresh from Our Table to Yours™
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The Butcher Block

308 E. Hennepin Ave.,
Minneapolis, 612-455-1080

The Butcher
Block

An Italian gem hides away amid
the buzz of Northeast Hennepin.

“Long story short, I was a master
butcher in Italy, and when I move here,
I don’t want to be a butcher because all
the meat comes in a box. So I started
cooking.” That’s how Filippo Caffari,
chef and proprietor of The Butcher
Block in Northeast Minneapolis,
introduces himself.

Straightforward and Roman to
the core, Caffari first cooked at
Italian restaurants around
the Twin Cities before
opening The Butcher
Block in a keyhole of
a space across from
SurdyK’s three years
ago. And while it’s
still going strong,
filling date-night two-
tops alongside girls-

night-out tables, chances are you haven’t
heard much about it lately. Among

a class of showier, more innovative
restaurants that opened in the past three
years, The Butcher Block has gotten lost
in the shuffle.

Caffari’s cooking philosophy doesn’t
exactly scream for attention. “We try to
don’t discover nothing,” he says. “We
try to execute good Italian food.” His
version of “good Italian food” means
rustic classics and the immutable
sequence of antipasti, primi, secondi.

It also means he puts his old skills as a
butcher to work, curing all the guanciale
and pancetta, from heritage Duroc pork,
and mixing all the sausage in-house.

“The bread, the meatballs, the
gnocchi, the ravioli—everything
handmade.”

While the menu

changes seasonally,
Caffari says there are
three dishes he can
never bring himself to
take out of rotation:
grilled octopus, short ribs
cacciatore, and bucatini

all’amatriciana. Caffari has fresh
octopus flown in from Spain and grills
the palm-sized squiggles until they are
purply-black and infused with smoke,
tender and meaty.

He says he goes through 250 pounds
of Nebraska black Angus short ribs
every week, putting what looks like a
half-pound of fork-tender meat on each
diner’s plate, along with a couple of
roast potatoes and a rich brown gravy.

To the bucatini all’amatriciana
Caffari adds his own Roman touch,
substituting the porkier guanciale
for traditional flecks of pancetta. The
fat tubes of pasta take on a welcome,
warming heat from the chile-infused
tomato sauce.

The 50-bottle wine list,
unsurprisingly, is almost entirely Italian
and covers the whole boot of Italy,
calf to toe. By-the-glass offerings are
minimal, though. And, in an otherwise
excellent evening, you might encounter
lapses: bread that had been sliced hours
before or a drab appetizer of breaded
ciliegine (mozzarella).

But none of that will make you sorry

Filippo Caffari’'s textbook bucatini
all’ amatriciana at The Butcher Block.

that Caffari traded his bloody apron for
a chef’s jacket. While The Butcher Block
feels like an inside secret, it deserves a
wider audience. As Caffari himself says,
“There’s nothing secret, just simple
Italian food with good ingredients.”

CRAIG BARES

LEAD.

~eoence. FOCUS OoNn more than the bottom line.

SUSTAINABILITY

INNOVATIVE SPIRIT

Learn more at stkate.edu/MAOL

Our Master of Arts in Organizational Leadership has been helping men and women
advance their careers and reshape their approach to management for more than 25 years.
A strong research focus, collaborations with top Twin Cities companies and an emphasis
on professional growth produces effective, ethical and enduring leaders.
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Our School of Business and Leadership is home to more than 30 undergraduate and
graduate degrees and certificates. We prepare students to challenge what is, shape what
could be, and lead change in the for-profit and nonprofit worlds.

ST. CATHERINE
UNIVERSITY

School of Business and Leadership

GLOBAL JUSTICE

PRACTICE-READY
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= fun Drinks
 friendly Staff
= hward Winning Entertainment

650HENNEPINAVE,MINNEAPOLIS  612-337-6700 WWW.THESHOUTHOUSE.COM

You need a banking partner with experience and knowledge, but you
also want fresh ideas and an ability to see things from a different
perspective. You'll get both from Northeast Bank Executive Vice President
Larry Crane and Assistant Vice President Michael Scholl. As community
bankers in our Coon Rapids office, they combine know-how with an open

mind to bring you ideas that will help your business be more successful.

LARRY CRANE
Executive Vice President & Manager

MICHAEL SCHOLL
Assistant Vice President

Visit any of our offices to put our combination of seasoned senior
executives and smart young leaders to work for you.

77 Broadway Street NE
Minneapolis + 612-379-8811

.7 Northeast

3989 Central Avenue NE
Columbia Heights - 763-788-9351

200 Coon Rapids Boulevard
Coon Rapids + 763-784-3533

MEMBER FDIC &1 EQUAL HOUSING LENDER
www.northeastbank-mn.com
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Van Halen
Elder-Rocks the X

Van Halen fans are either Sammy
Hagar fans or David Lee Roth fans
(sorry, Gary Cherone). This month
the Roth camp wins out when VH

reappears. In February, the group

released its first album in 14 years, A
Different Kind of Truth, marking Eddie
Van Halen's son Wolfgang's ascension
to bass. The new record is also the first
in 28 years to feature Roth on vocals.
Curiously, Kool & the Gang opens.
May 19, 7:30 p.m., $49.50-$149.50,
Xcel Energy Center, St. Paul, 800-745-
3000, xcelenergycenter.com

ARTS PICKS Camille LeFevre

Bon Iver Sax Man
Colin Stetson at the Walker

Colin Stetson has gained popularity
playing in indie outfit Bon Iver, but the
decidedly unjazzy saxophonist is also
in Arcade Fire's touring band and has
recorded with Tom Waits, David Byrne,

and TV on the Radio. This sideman has
simultaneously been building a solo
career, releasing his second album last
year. His solo show is part of Walker's
Sound Horizon series, allowing visitors
to take in a free music show in the Perl-
man Gallery. May 10, 6, 7, & 8 p.m,
free, Walker Art Center, Mpls., 612-375-
7600, walkerart.org

Doubt

Local theater luminaries Linda Kelsey,
Anna Sundberg, and Regina Marie
Williams star in John Patrick Shanley’s
Doubt, under the direction of Craig
Johnson. Two pillars of a community’s

Catholic church, the redoubtable Sis-
ter Aloysius and the magnetic Father
Flynn, face off over assumptions and
allegations in a battle in which lies
and truth, integrity and reputation, are
at stake. Through May 13, $25, Park
Square Theater, St. Paul, 651-291-
7005, parksquaretheatre.org

Accordo: Brahms/
Haydn Variations

Accordo, the créme de la créme of two
venerable music organizations (SPCO
and Minnesota Orchestra), team with

guest artists for this intimate performance
of Brahms' gorgeously dramatic Clarinet
Quintet in B minor, Opus 115. Also on
the program—to be performed in the
Longfellow Neighborhood's exquisite
Saarinen-designed church—are Haydn's
String Quartet in F minor, Opus 20, No.
5, and the rarely performed Concerto a
Tre by Ingolf Dahl. May 14, 7:30 p.m.,
$12-$20, Christ Church Lutheran, Mpls.,
651-292-3268, schubert.org/accordo

KEITH KLENOWSKI



I Ernst &Young
|| ¥ Entrepreneur Of The Year”®

Selecting the champions
of business

Join us for the year’s biggest
celebration of entrepreneurship.

The Ernst & Young Entrepreneur Of The Year® 2012 Upper Midwest Awards
ceremony is fast approaching. The panel of independent judges includes these
distinguished business leaders. With their help, the 2012 finalists and winners

will again show that great minds and great ideas, combined with vision and passion,
truly make a difference.

Scott Richardson

Managing Director
Houlihan Lokey

James Dolan
President, CEO and
Chairman of the Board
The Dolan Company

Founded and produced by

Ell ERNST & YOUNG

Quality In Everything We Do

Nationally sponsored by

SADd

KAUFFMAN

The Foundation of Entrepreneurship

John Romans

President and CEO
BioMedix Vascular
Solutions, Inc.

John Fowler
Executive Vice
President and CFO
Quad/Graphics, Inc.

Mark Platt
President and CEO
Muitistack, LLC

Keyna Skeffington
Vice President and
Deputy General Counsel
Medtronic, Inc.

Regionally sponsored by

ulf B

ManpowerGroup padilla speer beardsley

TwinCities

BUSINESS
Jay Radtke
Director

Mason Wells
Locally sponsored by

oot o

FAEGRE BAKER Q
DANIELS
Mark your calendar now for the Upper Midwest 2012 awards gala.
June 14, 2012 | Marriott City Center | Minneapolis, Minnesota

For ticket information, contact Christine Evans at christine.evans@ey.com.
Upper Midwest finalists will be named on April 25, 2012, at ey.com/us/eoy/um.

Ernst & Young LLP refers to the global organization of member firms of Ernst & Young Global Limited.

Ernst & Young LLP is a client-serving member firm in the US.

© 2012 Ernst & Young LLP.
All Rights Reserved.



Conclerge

star treatment for VIP clients and guests V)

Grand Golf for All

The Twin Cities offers an abundance of superb public courses.

By Melinda Nelson

ith a wealth of distinctive public golf courses in the

Twin Cities, you don't need a country club mem-

bership to treat your VIP guests to a great after-
noon on the links. For optimum executive-style ease and
efficiency, remember to book tee times, cart, and rental clubs well
in advance, as these courses are in high demand.

Rush Creek Golf Club

In true Twin Cities’ philanthropic tradi-
tion, Rush Creek was developed by

W. Duncan MacMillan, a scion of the
Cargill family. An avid golfer, Mac-
Millan told the Star Tribune in 2004
that he wanted to “make something
available for golfers in Minnesota that
wouldn’t happen otherwise.” Designed
by John Fought and Bob Cupp, this
Scottish-inspired 18-hole par-72 course
was the site of the 2004 U.S. Amateur
Public Links Championship and several
LPGA events. In 2011, the club was
voted Course of the Year by the Mid-
west Golf Course Owners Association.
Outdoor dining, as well as meeting and
banquet facilities, are available. Guest
fees for 18 holes: $109. Maple Grove,
763-494-8844, rushcreek.com

Braemar Golf Course

In 1869, Andrew Craik, a Scotsman,
named the Edina Mill after his home-
town of Edinburgh; the name of the
town followed. More than three-

quarters of a century later, Braemar
Golf Course was carved out of the
green, rolling prairie. Today, Braemar’s
convenient location (just off Highway
169 between Interstate 494 and High-
way 62), scenic course, superb condi-
tions, reasonable fees, and personalized
service have made it one of Golf Digest’s
top 75 public courses. With 27 regula-
tion holes and two executive courses,
Braemar is challenging for novice
golfers and playable for experts. After

a day on the links, invite your guests to
join you for a round of gin and tonics
followed by a celebratory steak dinner
at nearby Jimmy’s Food & Cocktails,
just off Shady Oak Road and Highway
62. Guest fees for nine holes: $20; for
18 holes: $39. Edina, 952-903-5750,
braemargolf.com

Chaska Town Course

Located less than three miles from the
high-profile, exclusive Hazeltine
National Golf Club, this top-notch
18-hole public course offers an equally

The University of Minnesota’s Les Bolstad course in St. Paul offers

picture-postcard vistas.

memorable experience for the pur-

ist golfer. Named one of the top 100
municipal golf courses by Golfweek
magazine, the challenging, Arthur
Hills—designed course meanders over
285 scenic acres of prairie, marshland,
and woods. After putting your clubs
away, relax with an Arnie Palmer on the
patio of Charlie’s Grille and enjoy the
sweeping views. Guest fees for 18 holes:
$60 weekday, $66 weekend. Chaska,
952-443-3748, chaskatowncourse.com

Highland National Golf Course

If your clients have an interest in St.
Paul history, a round of golf at High-
land National is a must. Wait till you
reach the Snoopy-shaped bunker at the
15th hole to explain that this is where
cartoonist Charles Schulz learned to
play. This landmark course features
three sets of tee boxes, an array of
challenging hole layouts, 10 ponds, and
countless grand old trees. Afterward,
make tracks to the nearby Liffey pub
and raise a glass of single-malt scotch to

Rush Creek is modeled on classic Scottish links.
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Snoopy on the rooftop patio. Guest fees
for nine holes: $21; for 18 holes: $33
weekday, $35 weekend. St. Paul, 651-
695-3774, golfstpaul.org

Les Bolstad University of
Minnesota Golf Course

For old-school golfers, this classic col-
legiate golf club is as picturesque as a
vintage postcard. Designed in 1929 as a
nine-hole executive track, the 18-hole,
parkland-style course was renamed in
1983 in honor of legendary Gopher golf
coach Les Bolstad. Over the decades, the
course (which also plays an impor-

tant role in the university’s turf grass
management program) has hosted Tom
Lehman, Louis Lick, Karen Weiss, John
Harris, and other Minnesota golf greats,
as well as a long list of Big 10, NCAA,
and state Public Links championships.
Guest fees for 18 holes: $33; discounts
for students, faculty, and staff. St. Paul,
612-627-4000, uofmgolf.com

Como Golf Course

For urban charm, few Twin Cities cours-
es can rival Como Golf Course, situated
behind the storybook Como Park Zoo
and Conservatory and across the park-
way from scenic Lake Como. Ideal for an
easy afternoon of golf, this sporty, rolling
18-hole course is dotted with bunkers,
water hazards, and elevation changes.

As abonus, you can see (and hear) the
200 from the seventh and eighth holes.
Guest fees for nine holes: $18; 18 holes:
$30 weekday, $32 weekend. St. Paul, 651-
488-9673, golfstpaul.org



PluggedIn

The best opportunities for networking this month.

By Anna Befort

May 5
Pacer Center’s
30th Annual Benefit
The Pacer Center’s benefit
is a rock star in the local
gala scene, previously
featuring national acts
such as Sheryl Crow and
Frankie Valli and regu-
larly filling the Convention
Center with 2,000-
plus people, including
countless business and
philanthropic leaders. Its

Andy Redleaf of Whitebox Mutual
Funds (seated, left) and guests

30th annual event will be a funkfilled evening with Earth, Wind & Fire headlining.
If mingling with a crowd of 2,700 feels daunting, spring for a patron-level ticket to
get access fo the post-show patron party, or buy a separate ticket for the pre-show
dinner, which is attended by about 280 sponsors, board members, and other Pacer
supporters. 5 p.m., $65—-$550, Minneapolis Convention Center, 952-838-9000,

pacer.org/benefit

May 10

18th Annual Great

River Gathering

This gathering’s crowd of more than
1,000 includes CEOs, lawmakers,
journalists, city officials, entrepreneurs,
and artists. “[It] is St. Paul’s annual

<topher B. Coleman

Mayor

‘town meeting’ and an excellent
event for networking,” says Judy
Poferl, president and CEO of
Northern State Power Company—
Minnesota. The event celebrates
city life on the Mississippi, with
exhibits focused on community
development, urban planning,
and the environment, followed by
a sit-down dinner and a program
featuring London city-building
expert Charles Landry. Pre-dinner
mingling starts at 5:00, as does
an invite-only VIP reception.

5 p.m., $65, Saint Paul River-

May 11

Opening Night of The Amen
Corner at the Guthrie
Most Guthrie opening nights don't
involve live gospel music, but then The
Amen Corner isn't most Guthrie produc-
tions. In fact, it isn't a Guthrie produc-
tion at all; St. Paul’'s Penumbra Theatre
is bringing the James Baldwin play to
the Guthrie’s Wurtele Thrust stage. The
evening will attract both Guthrie and
Penumbra patrons. “It's one of those
social events that's good to network
and be seen at,” says Archie Givens,
president and CEO of Legacy Manage-
ment & Development Corporation. Top
Penumbra talent is involved, with Lou
Bellamy directing,
Sanford Moore
doing musical di-
rection, and Greta
Oglesby—who
received critical ac-
claim for her 2009
role in Caroline, or
Change—starring
in this tale of
religion, family,
and salvation. 7:30
r.M., $40-S68,
Guthrie Theater,
Minneapolis,

May 11-12
Amplatz Children’s Hospital’s
WineFest No. 17
In its 17 years, WineFest has raised
almost $8.5 million for children’s health
care at the University of Minnesota.
“The [Amplatz] Children’s Hospital
event is a big-time deal,” says Leo Col-
lins, a vice president with RBC Wealth
Management. “They get great support
from the business community.” With
two nights and four events, you can mix
and match as you please. Friday night's
wine symposium and wine-fasting
dinner attract a bigger crowd—about
900 people sampling 400-plus wines.
Saturday trends a litle more formal: The
700-person fine-wine dinner attracts
a range of business and philanthropic
leaders, and there's a “special reserve
reception” for community leaders, spon-
sors, VIPs, and others willing to shell out
$500. May 11: 5:30 p.m.; May 12:
5:30 r.m. $85-$500, The Depot Min-
neapolis, 612-626-8429, thewinef-
est.org

May 16

Minnesota Business Ethics
Award Luncheon

Join Best Buy CEO Brian Dunn and
other local businesspeople for this
annual awards luncheon celebrating
ethical Minnesota companies. Expect
to see leaders from each of the nine
companies being honored, as well as
community supporters, sponsors, and
folks from the Twin Cities chapter of the
Society of Financial Service Profession-
als and the Center for Ethical Business
Cultures at the University of St. Thomas,
which started the MBEA in 1999. You'll
hear how other companies are weav-
ing ethics into their business practices,
and perhaps walk away with a few
ideas—and new contacts—of your
own. 11:30 a.m., $45, Nicollet Island

A pair of lunches guarantee

good crowds and good causes.
“These are great opportunities

to network with women business
leaders in the Twin Cities,” says
Kathy Northamer, district president
of Robert Half Technology & The
Creative Group.

May 3

YWCA of Minneapolis’s
Circle of Women Luncheon
Girls and women who've been
helped by the YWCA's programs
share their stories at this event.
Now in its 16th year, the event
attracts more than 1,200 attend-
ees—mostly female profession-

als—and big-name corporate
sponsors such as Target, Cargill,
Medtronic, Best Buy, and Wells
Fargo. Get there early to network
and shop the silent auction.
10:30 a.m., $125, Minneapolis
Convention Center, 612-215-
4158, bit.ly/GUK8Go

May 16

Greater Twin Cities United
Way’s Women’s Leadership
Council Luncheon

This is an opportunity fo learn
about the council’s work and meet
the passionate, uber-involved
philanthropists at its core. (Mem-
bers donate a minimum of $2,500
a year, so the bar is set high here.)
The event, which attracts between
150 and 200 attendees, is free to
council members, their guests, and
prospective members. 11:30 a.u.,
free, The Westin Edina Galleria,

612-340-7526, unitedwaytwin-
cities.org/events

Greta Oglesby stars
in The Amen Corner.

Centre, 651-293-6860, bit.ly/
zEaNUi

612-377-2224,
guthrietheater.org

Pavilion, Minneapolis, 651-815-
0668, mnethicsaward.org

MIKE HABERMAN
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personal brand
BY ELIZABETH DOYLE

olor Within
e Lines

From pastels to bold jewel tones to a hint of hue—
for spring, punctuate your look with a pop of color,
no matter your style.

LOOK 1

Business Casual
Khakis and polos are commonplace at your
office, but that is no excuse to miss out on
incorporating spring’s biggest trend. Forgo
the polo shirt (they're a bit dated) and pair
flat-front (not pleated) khakis with a boldly
colored button-down shirt with a pattern,
like gingham.

SHIRT AND PANTS BY BONOBOS

LOOK 2

Suit Up

Just because a suit or other more formal attire is
required, don't limit your choices to grays, blues,
blacks, and coordinating neutrals. Try a colored tie,
or socks, or even a pocket square (for those dapper
and daring gents). Take ‘em for a spin—but just one
at a time—for a look that is cool without looking
like you're trying too hard.

ON THE MARKET: POWER TRIPS

Go ahead—update
your status from the
airport security line,
or check e-mail every
inning at Target Field.
Running down your phone
battery as you run around
town is about to become a
problem of the past.
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Creative Surrounds

You pride yourself on showcasing your creativity
with your wardrobe, and the term “dress code”
doesn't really apply. Punch up your look with

IMAGES COURTESY OF (FROM LEFT) KATE SPADE, CORGI, AND ANN TAYLOR

Jet Setter

On the go all the time? Invest in colored separates
that can easily be paired with a blazer or sweater
for cooler flights, and be mixed and matched while
on the road. Locally, look to Ann Taylor, Talbots,
and J. Crew for travel-wardrobe staples that won't
wrinkle in your carry-on.

poppy jeans (tangerine, teal, mint—you
get the idea) seen locally at Nordstrom,
Bluebird Boutique, Gap, and Target.

This month, Minneapolis-based Urban Junket is introducing a collection of
women'’s bags with a built-in rechargeable battery—compatible with most
smartphones and tablets. It's the first bag line equipped with this lightweight
battery (TSA-friendly to boot), which has enough juice to completely charge
an iPhone—twice. Power Trips, made with eco-friendly materials, come
in three styles and several bright colors. (Hang on, guys; you'll get
yours next year.) Prices range from $198 to $240. Look for them at
Local Motion, Moss Envy, and other boutiques. urbanjunket.com
—Allison Kaplan



P> TRANSITIONAL FOOTWEAR

For him:

Forget the brogue—this spring we look to the southern staple, the derby.
The off-white nubuck will match next to anything. But skip the seersucker
suit fo avoid looking like Colonel Sanders. Kearny derby by Florsheim,
$90. zappos.com

—
kﬁ;".._ '*._
I\ :
For her:
The patent nude pump is perfect for offices where pantyhose are still
part of the dress code. Even if not, the patent round toe pump will elon-
gate any leg—and who doesn’t want that, right? Platswoon pump
by Stuart Weitzman, $298. stuartweitzman.com
—
_—
For her:
If open toe isn't an issue, the strappy profile lends itself to the
warm pre-summer months. And let's be honest, the wedge is just more
comfortable than a heel. Cannes espadrille by Bettye Muller, $230. bet-
tyemueller.com
—

For both:
We're seeing color creep into shoes more and more
this spring. For fun, pick a pair with an unexpected shade coloring

the sole or capping the foe. Jasper Air wingtip by Cole Haan, $148.
colehaan.com

SRR

FLOORS & STEPS
_’\
Sure Stop Floor Safety

“your fast and dependable solution to any slippery floors and steps”

call763 571-1769

We do painted, sealed, designer
concrete, polished marble and
granite!

www.surestop.com

INDUSTRY EXPERTS

e 3

Stunning clubhouse featuring floor-to-ceiling windows
10,000 square feet of flexible banquet space
Complimentary parking
Just fifteen minutes from downtown Minneapolis

Ballroom accommodates up to 700 guests

N
ATBENIEE,  763.732-4105

GOLF AND COUNTRY CLUB

CC.COoIm
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intelligence report

QUARTERLY ECONOMIC INDICATOR

Business Optimism Soars

More Minnesota companies plan to hire, increase capital outlays, and invest in research and development.

ifty percent of Minnesota’s

business leaders believe the

state’s economy will strength-
en in the next three months. That’s
up from 39 percent in the previous
quarter and more than double the
percentage who voiced such optimism
six months ago, according to Twin
Cities Business’s 2012 second-quarter
economic indicator survey.

Of the 888 businesses from across
Minnesota participating in the sur-
vey, 49 percent also believe that the
national and international economies
will improve during the second period,
up from 32 percent in the previous
quarter. Such optimism comes as
Minnesota businesses invest more in
their operations and increase overall
production.

Planned investments in capital
outlays and research and development
have risen in each of the last three
quarterly surveys. For the current
quarter, 38 percent of Minnesota busi-
nesses plan to increase their capital
outlays, while 28 percent plan to boost
research and development spending.
Compared with three quarters ago,
about 30 percent more businesses will
increase capital outlays, and 87 percent

MINNESOTA BUSINESS
MANAGEMENT INDEX

Increase

Decrease

Productivity Revenues

more businesses will boost research
and development expenditures.

Nearly 50 percent of respondents
to the second-quarter 2012 survey
also plan to increase their companies’
production or service delivery levels—
up from 46 percent in the previous
quarter, and up 25 percent from the
last two quarters of 2011.

Optimism about the economy is
continuing to stimulate hiring. The
survey found 40 percent of respond-
ing businesses plan to add full-time
employees this quarter—up from 37
percent who planned to increase head-
count during the first quarter, and only
29 percent during the last quarter of
2011. (See the tables at right for Min-
nesota industries most actively hiring
this quarter.)

Meanwhile, anticipated layoffs
are the lowest since the survey began
four quarters ago. Only 5.5 percent of
respondents expect to reduce full-
time headcounts in the next couple
of months, compared with 8 percent
in the two preceding quarters, and 11
percent in the third quarter of 2011.

The only troubling sign from the
survey is that 29 percent of respon-
dents expect it to be more difficult this

Employment Selling Capital
Levels Prices Outlays

quarter to find qualified talent. This
marks the third consecutive quarterly
increase in the percentage of compa-
nies expressing concerns on this issue.
Only 7 percent of respondents believe
finding qualified talent will be easier.

This issue also came up frequently
when leaders were asked the follow-
ing: “What do you anticipate as your
biggest business challenge within
the next three months?” One answer
in particular fit the common theme
expressed by others: “Finding qualified
employees who are willing to work and
have a good work ethic.” Positions of
concern were software engineering,
long-haul drivers, machinists, entry-
level personnel in a 24/7 environment,
information technology, and website
development.

About 26 percent of responding
businesses plan to raise prices—about
the same level as in the first quarter.

Industries expecting significant
increases in operating margins this
quarter are Entertainment and
Hospitality (41 percent of businesses
responding from this sector expect an
increase), Banking and Finance (41
percent), Biotech/Med-tech/Pharma
(35 percent), and Information Tech-

nology/Software/Telecom (33 percent).
Industries with the highest percentage
of leaders saying they’ll see a drop in
operating profit margins this quarter
are Health Care Delivery and Services
(26 percent), Transportation (22 per-
cent), and Retail (22 percent).

Methodology

Twin Cities Business conducts this
survey quarterly to provide a look

at business planning and sentiment
among leaders across all industries in
Minnesota. It is the only survey of its
kind. The tables on the next page
provide more information on the
survey’s findings.

An e-mail link to an online
survey was sent to 16,244 Minnesota
businesses leaders in mid-March,
and reminder e-mails were sent the
following week to those who had not
completed the survey. The Minnesota
Chamber of Commerce provided
some of the e-mail addresses used in
this outreach. As of March 29, 888
businesses responded, resulting in a
5.5 percent net response rate. Of those
who responded, 86 percent repre-
sented privately held businesses and 14
percent publicly traded ones. TcB

MINNESOTA BUSINESS
CONDITIONS INDEX

He4
BQ3

R&D Business
Spending Conditions
Minnesota

Business Finding Obtaining
Conditions Qualified Financing
Elsewhere Employees

Percentage of respondents anticipating increases in these areas during the first quarter. Diffusion index view: all responses for
“increase,” plus one-half responses for “maintain.”
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Percent of 888 Minnesota Businesses—By Industry—
who Anticipate the Following Changes During
the Second Quarter of 2012

Outlook by County for the Second Quarter of 2012

Increase IT Sves/Software/Telecom Hiring of
full-time Bio-tech/Med-Tech/Pharma full-time
employee legal Services workers
count Transportation Anoka
Manufacturing Carver
Retail Hennepin
Wholesale Trade Other
Construction Scott
Health Care Delivery & Sves Wright
Architecture/Enginneering Washington
Accounting Dakota
Insurance Ramsey
Entertainment/Hospitality PR R S S S ST R S S|
L s 4 4 a4y 0 10 20 30 40 50 60 70 80 90 100%
0 10 20 30 40 50 60 70 80 90 100%
Increase Investment
. Entertainment/Hospitality .
capital Manufacturing n c?rporate
outlays/ capital outlays/ .
investments Real Estate infrastructure Isanti
. Bio-Tech/Med-Tech/Pharma Carver
!I’I IT Sves/Software/Telecom Anoka
infrastructure Health Care Delivery & Svcs Dakota
Wholesale Trade Scott
Utilities Other
Community/Nonprofits Hennepin
Retail Washington
Other Ramsey
Education/Training Wright
Banking/Finance 1Ll
0 10 20 30 40 50 60 70 80 90 100%
0 'IIO 2I0 3I0 4I0 5I0 6I0 7I0 8I0 9I0 1(;0%
IT Sves/Software/Telecom
Increase Entertainment/Hospitality Corporate Ramsey
Revenues Bio-tech/Med-Tech/Pharma revenue Carver
Wholesale Trade Hennepin
Manufacturing Scoft
Construction Anoka
Banking/Finance Dakota
Utilities Sherburne
Other Wright
Insurance Washington
Marketing/Advertising/Comm Washington
Retail 0 10 20 30 40 50 50 70 80 90 100%
Real Estate

0 10 20 30 40 50 60 70 80 90 100%

The tables above provide a diffusion-index view: overall responses for
"increase,” plus one-half of responses for “maintain” from 888 business
leaders surveyed in late March, 2012.
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RAT RACE STUDIOS

SPOothght

people and companies to watch

Design Recipe

Engineering firm Primordial Soup draws from an extensive
kitchen of collaborators to whip up medical devices.

he century-old Allen Building
stands on the northeastern
edge of St. Paul’s Lowertown,
where the neighborhood’s old grid
streets begin to bend and stretch out
into Interstate 94 access ramps. In other
words, here old meets new. And inside
the Allen, on the first floor, a similar
confluence is at work: There you'll find
a cozily cluttered cluster of workspaces
where old-school engineers design and
develop cutting-edge products.
At the heart of this mélange is
an engineering firm called Primor-
dial Soup, whose specialty is medical
devices. The founders and principals—
Tim Bachman, Matt Leyden, and Chris
Trifilio, who call their firm Psoup for
short—have put together a business
recipe where device firms on the make
can get their products developed
without having to assemble their own
engineering departments.
“We're like the orchestrators of a
project,” Bachman says. “We bring all

of these needs in, and get all of this
stuff done, and take the idea from the
concept, prototype it up, figure it out,
test it, build it up to something that’s
manufacturable, source that manu-
facturer, get that manufacturer up and
going, and hand off the reins to the
company and let them do business.

“That’s why we’ve been so success-
ful,” he adds. “We have this large, far-
reaching network of all of the different
bits and pieces that it takes to develop
a product.”

Psoup began to come together in
2000. Bachman ran an engineering
firm called Kyber, where he designed
and manufactured prototypes for a
number of Twin Cities medical device
companies. As he built his business,
he met Leyden and Trifilio, who both
worked for Minneapolis industrial
design firm Worrell before striking out
on their own. In time, Bachman found
himself with more work than he could
handle.

Primordial Soup’s engineer-founders keep their eye on practical design:
(clockwise from left) Tim Bachman, Matt Leyden, and Chris Trifilio.
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This Psoup-engineered device for Plymouth-based Circle Biologics processes a pa-

tient’s own blood (proteins and cells) and bone marrow aspirate (adult stem cells)
for use in regenerative and cell therapy applications.

But “knowing how the business
goes up and down, I didn’t want to
have to say, ‘Sorry, I can’t pay you any-
more,” Bachman recalls. “So it dawned
on me: Why don’t I get some other
likeminded guys who are doing [engi-
neering projects], but still working out
of their basement or attic? I said, ‘Hey,
come down here. You'll have bricks and
mortar to hang your shingle on. And
because we’d be just across the hall, it’s
easier to share resources.”

Leyden left Worrell in 2002, found-
ed a small orthopedic development
company, and in 2005 moved to the
Allen. Four years later, Trifilio joined
the group, and the Psoup partner-
ship became official. They now work
together in a space decorated with
oriental rugs on the floor and racks of
various device components. The Psoup
space also includes a 2,500-square-foot
machine shop with two CNC milling
centers and a CNC lathe, along with
other equipment.

Leyden distinguishes Psoup from
what he calls the “booya”—the group
of six other engineering firms that
the agency has lured to the Allen. Like
Psoup, which now has six employees,

these other firms are quite small, with
13 people total. About 80 percent of the
work flowing through the Psoup shop
supports the projects generated by the
booya; the rest is fee-for-service work
done for outside device firms.

By and large, Psoup serves as a
start-up or small company’s engineer-
ing department. (Its sole established-
company client is Honeywell.) Psoup is
currently involved in six projects whose
fee is $50,000 or more; the company
also does about 15 to 20 projects below
that billable level per year. All of its
work comes via word of mouth.

For Plymouth-based Circle Biolog-
ics, a client for 10 years (it originally
worked with Bachman), Psoup has
designed a product that takes whole
blood from a patient, then processes it
so that medical personnel can harvest
the biological components, such as
plasmas, for regenerating damaged
tissue. The Psoup engineering team
now is working on a device for Circle
Biologics that takes bone marrow
aspirate—the blood inside a bone—
and harvests biological constituents
for various regenerative uses (helping
restore broken bones, for instance).



(Above) Inside the Soup’s HQ. (Right) The agency's
Handy Bucket Builder is the first of what it hopes

will be many homegrown products.

Psoup also developed the first prod-
uct to be introduced by Excelsior-based
QuickCheck Health, which is creat-
ing systems that allow people to take
medical tests at home and get results
online—and, if positive, complete an
online clinic visit and get a prescrip-
tion—without having to visit a doctor’s
office. The first product allows patients
to test for urinary tract infections.

QuickCheck started working with
Psoup in December 2010 after what
company founder, president, and
CEO Tom Henke, a former senior vice
president at Minnetonka-based health

insurer Medica, terms “an
extensive search.” Quick
Check tapped Psoup,
Henke says, because “they
were the most creative and
most innovative” agency
that his fledgling company
found. Henke particu-
larly notes that Psoup has
designed a “very simple”
device: “They have a good
sense of consumer experi-
ence and how to make a
device easy for consumers
to handle.”

In working with start-ups such
as QuickCheck, Psoup not only can
dip into the booya; it also can work
with its comrades in the Medical
Device Resource Group, a 14-member
consortium of (mostly) Twin Cities—
based companies that includes law firm
Briggs and Morgan and clinical trial
software firm Fortress Medical Systems,
along with specialists in marketing,
manufacturing, and medical packaging.

In addition to its prototyping work,
Psoup would like to develop its own

gt |

products in order “to build equity;”
says Leyden, who notes that a fee-
for-service firm’s worth “is
pretty much zero.” It has
one in-house product
on the market. The
Handy Bucket Builder is
a simple, clever piece of
plastic that can quickly
convert standard five-
gallon buckets along with
two-by-fours and other basic
pieces of lumber into work-
tables, simple scaffolding, and
other construction-work support.
It’s being marketed by Chanhas-
sen-based Bercom, a maker of
painting supplies that’s also a Psoup
client. The Bucket Builder is available
in many True Value, Do It Best, and
Ace Hardware stores.

The Psoup partners budget about
10 percent of their time to in-house
product development. “Eventually, we’d
like that to become equal to or surpass
the business of fee for service,” Leyden
says. Psoup hopes to release two more
products this year.

Product development isn’t Psoup’s
only future plan. The three founders
hope to lure more engineers into the
collective. Like creative chefs, Primor-
dial Soup’s principals know that you
can always improve a recipe.

—Gene Rebeck

Angela Flannery
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SPOTLIGHT

Law for Labors of Love

Start-up law firm Friedman Iverson specializes in legal work for

“creative entrepreneurs.”

alk into Friedman

Iverson’s place of

business, and you'd be
excused for wondering: This is a law
office? The former auto repair shop in
Minneapolis’s Lyn-Lake neighborhood
that attorneys David Friedman and
Blake Iverson use for their legal practice
resembles a recording studio, complete
with band posters on the walls. And
that’s by design.

Friedman Iverson’s “creative entre-
preneur” clients include event plan-
ners, graphic and website designers,
video production companies, clothing
designers, and musicians. These clients
need the kinds of services many lawyers
provide: writing up contracts, setting
up business entities such as partner-
ships, and offering business advice. But
Friedman Iverson’s creative clients often
are starting their first businesses—and
being artistic types, they often know
little about potential legal pitfalls.

“People are going into business with
their friends,” Iverson notes. “That’s a
really terrifying thing, because things
go bad in business all the time. You're
going to ruin a personal relationship if
that happens, and you’re going to also
‘underpaper’ it.” Partners need to draft
documents that make everyone’s re-

sponsibilities crystal clear. Iverson adds
that he and Friedman also know when
to play the heavy: “You guys love each
other now, but you might hate each
other in the future”

For creative enterprises, these at-
torneys argue, boilerplate contracts
often don’t do the job. “What we want
to know is, what ways has your business
been burned before?” And then we
write the contract” with that in mind,
Friedman says. In addition, “We find all
the time that we're translating contracts
into English. We won’t write contracts
with legalese. If stuff like ‘heretofore’
slips through, we'll strike it.”

“No one should call their lawyer
and ask, ‘Did I breach this contract?””
Iverson adds. Clarity can eliminate the
need for litigation—though litigation is
a service that the firm also can provide.

One of Friedman Iverson’s clients
is Kedrin Likness, who founded
Attagirl by Kedrin in 2007 to market
her custom crocheted hats and other
accessories. Last summer, having found
that her Minneapolis business “grew
faster than I expected,” the first-time
entrepreneur contacted Friedman Iver-
son, which she’d heard about through
Minneapolis-based organization
MNFashion, to safeguard trademarks

Attorneys David Friedman (left) and Blake Iverson are, in a way,
creative entrepreneurs themselves.




and draw up licensing and
independent-contractor
agreements. Besides
appreciating the firm’s
workspace—“it’s laid back,
not like a stuffy lawyer’s
office”—Likness praises
Iverson for “explaining
everything, what he’s
doing and why,” as well

as offering different legal
options.

Iverson founded the
firm in 2008; Friedman
joined a year later. In
addition to being college
friends, they were band-
mates. After law school,
Friedman returned to New
York City to work as a staff
attorney for a nonprofit;
Iverson took a job ata
business services company
specializing in legal affairs.
Unhappy with his work,
Iverson envisioned a dif-
ferent kind of practice and
lured Friedman back to
Minnesota. It wasn’t diffi-
cult: Friedman and his wife
were finding life in New
York too expensive.

Currently, creative
enterprises make up about
25 percent of Friedman
Iverson’s caseload, with the
rest comprising consumer
law, including bankruptcy
filings and debt collection.
The partners want to bring
that ratio closer to 50-50.

They’d also like to
make their workspace
into a gathering place for
creative types. A lot of the
partners’ time, Iverson says,
is taken up by “being a
conduit—referring some-
one to a good accountant,
or just having two clients
meet each other because
one wants to put up an art
opening, and another one
has space, and someone
else is a DJ, and somebody
else is a caterer. If we can
be a help for those kinds of
people, that’s a rising tide
that lifts all boats. All our
clients win. And you can’t
help but be a beneficiary to
that” TcB

—G.R.
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ith a bank account balance averaging

$100 a month, 54-year-old Thomas

]. Petters lives with a roommate in
Cellblock C-1 of the United States Penitentiary
at Leavenworth, Kansas, where he is expected to
eventually die: He was sentenced to 50 years with
no chance for parole.

Only four years ago, prisoner number 14170-

041 was one of Minnesota’s most promis-
ing entrepreneurial success stories. He had
saved nearly 2,000 jobs and the busi-
nesses of Fingerhut, Sun Country Airlines,
and Polaroid. He was well regarded by
employees and friends, and had become a
multimillion-dollar investor in early-stage
companies, charities, and university pro-

PLAUSIBLE
INIABILIT

AFTER MORE THAN THREE
YEARS OF SILENCE,

By all media accounts, to a jury, and to the
U.S. Court of Appeals for the Eighth Circuit,
the evidence against him seems unquestion-
able. It includes e-mails, recorded phone calls,
and conversations, fraudulent records with his

T I.I E N ATI 0 N 'S T I.I I R D - signature on them, and testimony from several

witnesses. All of it was used by prosecutors to

LARGEST PONZI O Companie n, (Pl sovght foaneig

SCHEME

grams. His companies made hundreds of millions of dollars in returns for
those who had invested in them over the years. Because of his success, he
and close associates were linked to a number of well-known business and
civic leaders—individuals such as Ted Mondale, Ted Deikel, Dean Vlahos,
U.S. Senator Amy Klobuchar, U.S. Representative Michele Bachmann, and

former U.S. Senator Norm Coleman.

But in late September 2008, Petters’ name quickly became one to

curse, distance oneself from, or both, as details
emerged about a $3.65 billion fraud for which he
is now serving time.

tcbmag.com

from investors to temporarily purchase

and warehouse merchandise that would

then be sold to retailers, whose payments

would be used to repay investors with a

lucrative rate of return. The problem was,

by 2008, there was no merchandise trad-

ing places. PCI investors’ money was used instead

to repay other PCI investors (a Ponzi scheme) and keep afloat Petters’
more recent business interests, mainly Petters Group Worldwide LLC
(PGW)—the holding company for Fingerhut, Sun Country, and Pola-
roid Corporation.

On September 8, 2008, his longtime business associate Deanna
Coleman turned herself in to the FBI for participating in those fraudu-
lent transactions, with help from co-fraudsters Bob White, Larry

Reynolds, Michael Catain, and several others. In the

];‘7 ]) j‘] JE l(l]l{SCl-lNEl{ weeks that followed, Coleman secretly recorded

conversations with Petters, which were used to help
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convict him. Petters and his attorney provided
explanations for some of this during his trial.
But it was to no avail.

“What was clear at the end of his trial was that
he would say anything and construct fiction in
order to achieve his desired goal. He uses facts to
manipulate people for his benefit,” said First As-
sistant U.S. Attorney John Marti in an interview last
month. Marti helped prosecute Petters. “He has no
empathy or care for how his decisions im-
pact other individuals. Tom Petters is about
as narcissistic as they come.”

Those who know Petters tell a different
story. But they prefer to stay quiet for the
most part, given the prevailing animosity
in Minnesota toward the words “Tom Pet-
ters.” Hundreds of investors and dozens of
business, charity, and university leaders were
hurt by what became the largest white-collar
crime in Minnesota history, and the third-
largest Ponzi scheme to date nationwide.

“The fallout from this whole thing was
so devastating to many people in the com-
munity;’ says a friend of Petters who asked
for anonymity. “It quickly became, ‘How
could you have known him!?’ Even now, it’s
‘How can you say those nice things about
him? The situation becomes a question
of whether your allegiance is with those
hurt by all of this, or [with] Tom because
you knew him. And anyone you talk with
who knew Tom may not have been directly
affected by it, but they know a number of
people who were.”

Several individuals, including Coleman
(through her attorney) and Deikel, did not
return calls or declined to comment for this story.
Others would talk only on condition of anonymity,
worried about what friends and employers might
think about their point of view, or worse, that they
could become part of the related ongoing criminal
and clawback investigations. Those inquiries are
still seeking ways to punish the guilty, and demand
repayment from hundreds of individuals and
organizations paid by Petters over the years. Even
charities are being sued by receiver and trustee
Doug Kelley, who claims donations they received
from Petters were proceeds from the Ponzi scheme
and now must be repaid.

Petters was given a fair trial and convicted.

And it’s steroptypical for an imprisonned white
collar criminal to claim he’s innocent, or at least,
not as guilty as charged. But interesting ques-
tions arise when examining his account of events,
media coverage before his trial, and what was
presented (and lacking) in terms of concrete
evidence presented against him in court. There
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also was the timing: What better time to convict
someone for financial fraud than after millions of
Americans had lost their jobs and/or homes due
to what seemed like large-scale fraud committed
by major U.S. financial institutions?

What if, as Tom Petters maintains, he really
didn’t know about the Ponzi scheme going on
in one of his businesses until shortly before the
authorities found out?

Guns were drawn on Petters when he

was arrested in his home, reportedly

because he had his hands in his pockets. He
only removed one at first, then the other.

This question may seem laughable, perhaps
even insulting to some. Yet the court of public
opinion has never heard Petters’ side of his own
story. Since his arrest in early October 2008, he de-
clined all requests for interviews from the media,
per the advice of his legal counsel (who not only
advised against this interview, but also declined
to comment).

Here, for the first time, is the story of what
happened to a once-upon-a-time, fast-rising Min-
nesota business star—from his perspective.

Lights Out

It was the morning of September 24, 2008, and
Tom Petters was in his room on the 23rd floor of
the Bellagio in Las Vegas. He had spent the last few
days trying once and for all to understand what
had been happening with PCI, the oldest business
within his corporate empire. He flew in expecting
to receive answers from business associate Larry
Reynolds, who days earlier had implied he had

records Petters was seeking regarding PCL

Since the mid-1990s, Petters had trusted two
longtime business associates to run PCI—Deanna
Coleman and Bob White—but record keeping had
run amok. Audits that Petters today says he had
assumed covered all of PCI had only covered parts,
and, he later learned, were fed by false informa-
tion. Money was owed to several parties, and there
wasn't enough cash coming in to pay them. And as
the U.S. financial system was floundering, so
was Petters’ ability to keep PCI afloat. If there
was anyone who could help him get to the
bottom of what was going on, he figured it
was Reynolds, who also had worked with PCI
for more than a decade.

Instead, he found that Reynolds didn’t
have any records—though he was still ada-
mant that he would help Petters figure things
out and get out of the mess he found himself
in earlier in the year, when, he says, he first
learned from White of “bad paper” (invest-
ment documents lacking proper collateral
support) at PCIL.

Once again, Petters says, he was stumped
after trying to figure out through internal
resources how PCI wound up owing more
money than it had. But this additional set-
back helped further validate his decision of
a day earlier, when he instructed his team to
hire PricewaterhouseCoopers to conduct an
independent audit of PCI.

A second means of trying to figure out
what had gone wrong—selling PCI—was
also underway but had slowed due to the eco-
nomic and financial crisis gripping the world.
Petters’ hope was that unloading the company
would finally free him of the headaches it had been
causing him, and that due diligence by the potential
buyer would reveal who among his associates had
been betraying his trust.

He had indicated to his PCI associates months
earlier that he was seeking to identify where the
fraud was occurring—and that he was willing to
have outsiders come in to figure it out, and even
risk getting sued as a result. This stance pushed the
fraudsters into the open, but with a twist: In early
September, Coleman went to the FBI to report fraud
was taking place within PCI, confess that she was a
participant, and work out a plea and cooperation
agreement that would help her avoid significant jail
time. From that afternoon through the end of the
month, she wore a wire while talking with Petters,
and met frequently with authorities to help inter-
pret what they were hearing. White turned himself
in a few weeks later, also with hopes of receiving a
reduced sentence. Petters, meanwhile, continued to
talk openly with them about the mess he insists he
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had only recently discovered they were in, and how
he wanted badly to fix it.

At 9 A.M. on September 24, the Federal Bureau
of Investigation, Internal Revenue Service’s Crimi-
nal Investigation Division, U.S. Postal Inspection
Service, and local law enforcement raided Petters’
hotel room in Las Vegas and business headquarters
in Minnetonka, much to his surprise and that of
hundreds of employees.

“I was on the way to a meeting and a
buff, Vin Diesel lookalike with bare arms
wearing a police vest stopped me and told
me to go to the cafeteria. My first thought
was, ‘Oh, birthday-cop strip-gram, ” says
Melinda Nelson, now a senior editor at Mpls.
St.Paul magazine, who was working in the
media group at Petters’ headquarters as edi-
tor of Lake Minnetonka magazine and Sun
Country Airlines’ in-flight magazine.

“When I entered the cafeteria I realized
there were nearly 100 Vin Diesel lookalikes
in the room and saw other employees filing
in. We took our seats, and a Tommy Lee
Jones lookalike ordered us to hold our cell
phones in the air. We all sat there, looking at
each other with our arms over our heads,”
she says. “You get used to the notion that at
work, there isn’t anything bad taking place.

It was hard to process what was happening.

A colleague looked at me from across the

table and mouthed, “This isn’t good. And

the situation went from possibly funny to

weird and surreal to, “This just really isn’t
good.” Employees were allowed to leave after they
provided their cell phone numbers and driver’s
license information. Several PCI employees were
interviewed by authorities before being sent home.

Sixteen hundred miles to the west, Petters
was going through a similar range of emotions
as authorities raided his hotel room. “At first I
thought this had to be some sort of joke,” he says.
But he soon realized things had gone from bad—
where he could still possibly fix them—to worse,
and he was facing an uncertain future not only
for his companies, but for himself.

“For the next week, I was in shock. I had this
horrible feeling I had been deceived. In the flurry
of events, I knew Deanna had done something
but I didn’t know exactly what,” he says. “The week-
end after the raid, attorneys Doug Kelley and Jon
Hopeman showed up at my home. Jon reminds
me that all of my [corporate] attorneys at Fredrik-
son have quit, as well as my in-house counsel.”
With nowhere else to turn quickly and easily, Pet-
ters had retained Hopeman as his criminal defense
attorney a day earlier. He then opted to retain
Kelley as his corporate attorney. But to Petters’

surprise, Kelley soon switched sides and became
the court-appointed receiver and trustee in charge
of selling off Petters’ assets.

In the days that followed, White visited Petters
at his home almost daily, asking if he could borrow
$50,000 for a lawyer, Petters says. “I had by now
been hearing bits and pieces that Bob had been
forging documents,” he says. “I was furious. Then
Larry told me in so many words that he had good

Petters’ employees were told to gather in the
cafeteria, where they were surrounded by
‘nearly 100 Vin Diesel lookalikes’ and

ordered to hold their phones in the air.

reason to believe that Bob was going to mess up the
investigation [into who was leading the fraud] and I
should do what’s necessary to have him leave town
for a while. So I told Bob, ‘You should leave.” White
had by then also agreed to wear a wire, and authori-
ties recorded the conversation, which included
mentions of fake IDs and international travel.

Within two days of that conversation, on
October 3, the FBI and local law enforcement
entered Petters’ home, guns drawn. “I had
just gotten out of the shower and had gotten
dressed when I heard, ‘Freeze!’” Because of his
conversation with White, Petters was arrested for
obstruction of justice and held without bail for
being a flight risk—even though he had turned
in his passport, and authorities’ search of his e-
mails, Internet search history, bank accounts, and
previous travel patterns found no evidence that
Petters planned to leave the country.

“That was when the lights went out in terms
of being able to communicate. I could no longer
communicate with anyone other than my
attorney in a county courthouse,” Petters says
from Leavenworth. “Today is the first day since

October 3, 2008, that I've talked with anybody
other than my attorney, family members, and a
few friends”

The Beginning

Tom Petters grew up a salesman and entrepreneur.
His great-grandfather started Petters Fur and
Fabrics in downtown St. Cloud in the late 1800s,
and through the early 1970s, it was a quality retailer
that central Minnesota residents held in high
esteem, as they did the Petters family name.
Tom Petters started working at the store when
he was 10 and learned the retail business by
working with his dad.

His parents, Fred and Rosemary, taught
him, as well as his five siblings, to “be cau-
tious, understand the risk of retail, grow
slowly, and sell when profitable,” he said in a
1998 interview with Monte Hanson, then a
senior editor with Profits Journal, a monthly
publication covering emerging, venture-
backed, and small-cap stock companies. (The
publication was owned and published by this
writer). But Petters was young and had his
own style about him, one that took on risk
with gusto and had an insatiable appetite for
quick growth.

By age 15, he started his own business,
Ear Electronics, a mail-order operation that
provided college students in St. Cloud a
source of affordable stereo equipment. It was
1973, and Petters obtained turntables, speak-
ers, and car stereos from wholesalers, then
sold them for prices below retail. He managed his
business from a downtown office, complete with
his own secretary (one of his classmates). When
his parents discovered this was why his grades were
suffering, they forced him to shut it down and find
a way to pay off a remaining balance of $7,000. “I
had to pay $69.23 a month on a loan. It seemed like
an eternity,” Petters said in the 1998 interview.

Petters barely made it through one semester
at St. Cloud State University; he couldn’t stand
school—in part, he later discovered, because he has
attention deficit disorder. In 1980, he met his wife,
Jamie; they married, and they moved to Colorado;
by 1984, they had two children, John and Jenny.

Petters worked as a regional manager for Mer-
rick, New York—based retailer Top Brass, managing
half of its 144 stores for five years. When Top Brass
declared bankruptcy, he purchased five of its loca-
tions in Colorado and Kansas and was promised
financing to help operate them, he says. The
financing didn’t materialize, however, so he decided
to close the stores and move back to Minnesota.
The situation led to a lawsuit and a warrant for Pet-
ters’ arrest that he says he was unaware of at first.
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When he learned of it, he returned to Colorado,
paid restitution, and later had his record there
sealed and references to it in Minnesota expunged.

During his trial years later, prosecutors would
present this and another, similar situation as signs
of a pattern—of how Petters would sell investors
on an idea and then not repay them.

While he was still living in Colorado, Petters’
marriage ended, and he wound up using cocaine
fairly frequently. “By the time I left Colorado
Springs in 1987, everyone I knew was using it,”
he says. “My neighbors, my lawyer, my real estate
agent—everyone in the 1980s did cocaine” One
reason for moving back to Minnesota was the ad-
diction treatment center Hazelden: Petters says he
checked himself in for treatment and has since used
cocaine “maybe once or twice. 'm a big advocate of
Hazelden”

At times in the years that followed, those
around him would somtimes think he was on
cocaine, especially after his son was murdered
in 2004. But it was prescription medications—
Adderall for attention deficit disorder, Klonopin
for anxiety, and Ambien for sleeping—com-
bined with alcohol that sometimes affected his
behavior and speech.

“It progressively got worse as he was trying
to manage more companies and whatnot,” his
daughter, Jenny, said during his bail hearing in
2009. It’s also possible to hear on the govern-
ment’s audio recordings of Petters how the
combination of prescription drugs and alcohol
would at times affect his speech and lead to
rambling sentences. His defense counsel would
later say the court needed to realize that he
was making things up or talking half-seriously
in some of those recordings, given his state of
mind.

After Hazelden, Petters was able to raise a
small amount of financing and in 1988 started
Amicus Trading Company, a wholesale brokerage
that bought and traded closeout, overstock, and
factory-reconditioned merchandise and goods
from distressed retailers, distributors, manufactur-
ers, and financial organizations, and then sold them
at prices typically 50 percent to 70 percent below
wholesale cost to discount retailers such as Costco.

As the Costcos of the world grew quickly, they
began to seek larger supplies of product—and
product from name-brand manufacturers. Fred
Johnson, a salesman for Van Nuys, California-
based Sellway Trading (a company similar to
Amicus) reached out to Petters for help finding
Sony TVs that could be sold to Costco.

“Costco wanted name-brand goods. But big
name-brand manufacturers didn’t want to sell to
Costco” because doing so would depress prices
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that Sony was selling its televisions for elsewhere,
Petters says. “So I bought thousands of Sony TVs
from Best Buy’s commercial division, and then
sold them to Costco. At the time, it had about 30
stores, and selling name-brand products such as
Sony, Coach, and Prada helped it achieve higher
square-footage sales.” The process was commonly
referred to at the time as “diverting.”

Fake Purchase Orders

Johnson says he teamed up with Petters and the
two sold thousands of TV to various buyers. “The
two biggest players back then were Sam’s Club
and Costco. We'd
find other sources
where we could buy
TVs under whatever
name we’'d make up.
That name would
then sell them to
Costco, which would
pay us through a
cashier’s check,” he
says. “Tom and I used
to do alot of it. RCA,
Sony—we found plenty of sources we could buy
from and it was legit. We used to find the merchan-
dise and in some cases, we wouldn’t have the funds
to buy it. So we’d receive the funds from Costco

in the form of a cashier’s check, and then buy the
inventory and have it shipped to Costco.”

The cashier’s check and fake company names
were standard practice in the diverting business,
Johnson and Petters say. Discount chains hungry
for name-brand products were growing rapidly,
and diverters were in high demand. Retailers
would pay via cashier’s checks to companies such
as PCI that were using fake names so that the
name-brand manufacturers couldn’t trace how
their merchandise wound up in a discount retail
store.

In addition, diverters such as Petters created fic-
titious purchase orders that were used for internal
purposes only—including for affixing to ship-
ments. If a manufacturer found and read such an
order, it would see a fake company’s name as either
the original buyer of the TV or the entity that was
now buying them, and be unable to trace where
they really came from or were going, Petters says.
As diverting became even more competitive, divert-
ers had to keep manufacturers out of warehouses
altogether. Some manufacturers or competitors
would disguise themselves as auditors or insurance
agents—tricks that Petters became aware of and
warned his team about repeatedly.

Amicus grew into a successful and profit-
able company. By the mid-1990s, it consisted of

Johnson, Petters, White—who joined in 1993 to
help with financing and investor relations—and
Coleman, who also joined in 1993. She was an or-
ganized, bookkeeping type who made sure docu-
ments for deals were drawn up correctly and that
everyone received payment as planned. Shortly
after she started working for Petters, Coleman was
signing all of his company’s checks and before
long, was authorized to use signature stamps with
Petters’ signature.

In 1994, Petters met Reynolds, “a vendor who
sold me deals. He purported to own 10 to 15
stores and introduced me to people at compa-

‘We would receive the funds from Costco in the
form of a cashier’s check, and then buy the
inventory and have it shipped to Costco.’

—Fred Johnson, who worked with PCI for about 10 years.
L |

nies such as Adidas and Nike,” Petters says. He
also met Frank Vennes, who from that point for-
ward helped attract investors willing to provide
short-term financing for PCI to buy merchandise.

Business was going well and growing, but Pet-
ters grew tired of it. “I didn’t like the diverting busi-
ness because every time money was being made it
wasn’t as much as it first seemed it would be. There
would be times when I thought we made $100,000
and it would end up being only $15,000—what
happened?” he says today. Instead, he wanted to
open and operate his own retail operations—sort
of like Costco stores but smaller—called Petters
Warehouse Direct Inc.

Later in 1994, Petters says, “we had a board
meeting. Bob White was secretary-treasurer. I told
them I really wanted to do retail and wanted to
let this [current] business go. Bob says, ‘Let’s con-
tinue the financing business—you can do deals
for your stores and for wholesalers. We can make
2 percent to 3 percent working for the wholesal-
ers, so let’s do the hybrid of closeout businesses,
buying for stores, and the diverting business.

“We had a checKlist of things to check on with
every transaction done to make sure they were by
the book. Larry [and his Nationwide International
Resources business] was to check on deals west of
the Mississippi, and Catain [who later established
his Enchanted Family Buying Group] was to do
the same on the east. Deanna was to divide things
as needed,” Petters says. “We would make a return
of 6 percent or 7 percent on average, and give up



1.5 percent of it to Reynolds or Catain for making
sure the deal was legitimate and clean. (See “Cast of
Characters,” online at http://bit.ly/HsD3OP.)

“I became convinced I could have these other
people do this. And we’d continue to generate
profits that could help me grow the retail business.
In the 10 years afterwards, I maybe did 10 deals in
PCL I never looked at another purchase order—I
just looked at the signature page and trusted they
were doing things correctly”

By 1995, Amicus had changed its name
to Petters Companies Inc. (PCI) and was
driven more and more by White and Cole-
man, allowing Petters to focus on his retail
business and come back to PCI only when
needed to help bring in a new investor or
deal with any major client issues that arose.
And it continued to conduct legitimate
transactions under the PCI name.

“I remember his business calling on us
and their selling products to us. And I met
[Petters] a few times, sort of a meet-and-
greet,” says Mark Cohn, co-founder and
former CEO of Damark International Inc.,
then a publicly traded, national direct mar-
keter of name-brand merchandise based
in Minneapolis. “By then, we were a $500
million or $600 million company and were
doing business with many vendors. PCI
probably sold us a million or two [million]

company employed 62 people.

Through the 1990s, PCI’s earnings continued to
generate cash for Petters’ other business expansion
plans because its timing was so good; it offered ex-
pertise in finding and financing discounted name-
brand consumer products to feed what was then a
budding industry in America—the large-volume,
discount retail business.

PCI’s annual revenues grew from $4 million

marketing. The nation’s second-largest consumer
catalog marketer, it had been purchased by Feder-
ated Department Stores Inc. for $1.7 billion in
1999. Federated couldn’t make a go of it, however,
and after losing more than $1 billion, decided to
shut it down and lay off more than 6,000 people
worldwide, including more than 2,000 who worked
at its warehouse facility in Petters’ hometown of St.
Cloud. By May 2002, it had laid off 3,800 people.
Petters approached Ted Deikel, who had
originally sold Fingerhut to Federated, and
asked him to lead it again if Petters could pull
together the financing to acquire most of
its still-viable assets. PCI loaned the money
and obtained other financing for the two of
them to purchase Fingerhut through a newly
formed company, FAC Acquisitions LLC, for
about $78 million. At that time, there were
only a few hundred employees left. Petters
soon sold Fingerhut’s real estate, used the
proceeds to pay off what had been borrowed
to buy the company, and eventually increased
the company’s headcount by more than 1,000
positions, mostly in St. Cloud. Fingerhut
became part of a new holding company,
Bluestem Brands Inc., and today is a profit-
able nationwide direct retailer via online and
mail-order services. It’s poised to go public
and is valued at approximately $525 million.
Also in 2002, Petters approached Pola-

By 2004, Petters was seen as an up-and-
coming, charismatic business leader. And
his Midas touch attracted major investors,
politicians, and corporate executives.

roid with the idea of using its name to sell
consumer electronics such as televisions
and DVD players. He purchased a license to
do so, then went to China to have low-cost,
quality TVs made. His company imported

dollars’ worth of product. Then his business
sort of got very big and he began to open
retail stores.”

Petters Group Worldwide

Over the next three years—fueled by profits
from PCI—Petters Warehouse Direct went
on a buying spree. By early 1998 it was
operating 14 national-brand, discount-retail stores
in Minnesota, Wisconsin, and North Dakota, the
Profits Journal story reported. Petters reported that
he had just acquired eight World’s Greatest Deals
retail stores from Minneapolis financier Irwin
Jacobs’ Jacobs Trading Company, as well as closeout
merchandise from seven Montgomery Ward dis-
tribution centers; assets of Florida-based Standard
Brands Electronics’ 21 stores; inventory from three
Incredible Universe stores; Detroit-based Fretter
Inc.; Kent Distributing; and 16 defunct Steinberg
stores.

Later in 1998, as the internet became the land
of opportunity for commerce, Petters opened Red-
TagBiz Inc., a Web-based business to do essentially
the same thing as Petters Warehouse retail stores,
only without the bricks and mortar. Within its first
two years, Redtag.com reported $1 billion in sales.
By 2003, Ted Mondale was its president and the

in 1993 to more than $120 million in 1997, with a
gross profit of $18.5 million and earnings before
taxes of $11.6 million, according to filings it made
with lender GE Capital at the time. After doing its
due diligence on PCI, GE provided the company
with a $50 million line of credit in 1998, and PCI
continued to flourish.

Within the next few years, Petters Warehouse
Direct stores were eventually sold off (half of
them to Coleman to help her expand her profes-
sional experience, Petters says); PCI focused more
on providing financing for others who wanted
to sell diverted merchandise, and Petters set his
sights on bigger projects through a new business
called Petters Group Worldwide (PGW).

His first major opportunity surfaced in 2002:
Fingerhut, a Minnetonka-based direct-to-con-
sumer marketing company selling products and
services through catalogs, the Internet, and direct

them to the United States, put the Polaroid
name on them, gave buyers a warranty, and
sold $1 billion worth, he says. By the end of
2003, Petters Consumer Brands was set up under
the PGW umbrella, and it went on to sell more
portable DVD players than any other brand sold in
the United States. PCI helped finance Consumer
Brands’ activities.

By this time, Petters had established a reputa-
tion as an up-and-coming, charismatic business
leader. He purchased Chicago-based uBid, the
second-largest Internet auction site, in 2003, as well
as several smaller companies, while investing in
startups, and donating to charities and universities.
During the next four years, he would donate tens
of millions of dollars to dozens of organizations,
including the Juvenile Diabetes Research Founda-
tion, St. Jude Children’s Research Hospital, Min-
nesota Teen Challenge, the University of Minnesota
Foundation, Miami University of Ohio (his son
John’s alma mater), and the Order of St. Benedict.
Petters also remained close to his parents,
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brothers and sisters, and children. “That was one
of the most important things to him, family,” says
an individual who knew Petters personally and
asked to remain nameless. “He was always texting
and talking with his kids, almost more so than with
his business associates or workers. And he always
kept in touch with his ex-wife [Jamie Wilcox] and
continued to help her with things”

But then the unthinkable happened. On March
14, 2004, Petters’ son John was murdered while
visiting friends in Italy. “After John’s death, my per-
sonal and professional life was on steroids . . . more
was better, so I didn’t have to deal with anything I
was feeling” (For more on Petters’ response to the
tragedy, see Q&A, page 44).
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Flying high: Petters, along with
other executives, touted his
acquisition of Sun Country
Airlines on the cover of his
company’s magazine.

Meanwhile, Petters Consumer Brands had done
so well selling under the Polaroid brand that offi-
cials at Polaroid told Petters they wanted to end the
licensing arrangement, he says. Instead, he wound
up buying Polaroid outright for $426 million in
January 2005, using personal funds and financ-
ing provided through JPMorgan Chase. Within
a few years, Polaroid was poised to launch a new
technology called ZINK (which stands for “zero
ink,” because it produces full-color prints without
ink cartridges).

“I was working on a worldwide licensing
strategy [for Polaroid] that was going to bring in an
estimated $2.8 billion—I had just made prelimi-
nary deals in three countries for over $900 million,”
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Petters says. “I also was working on a pending sale
of half the company, and my attorneys were in
the midst of completing a letter of intent with an
overseas investor for $1.4 billion.” He says he also
was working on acquiring Kodak and merging it
with Polaroid.

As if Fingerhut and Polaroid weren’t enough,
Petters heard that Sun Country Airlines was on
the brink of shutting down in 2006 and decided to
become co-owner of the airline, along with Min-
neapolis hedge fund manager Whitebox Advisors.
In November 2007, Petters bought full ownership
of the airline.

“It looked like a bargain, and we saved about 800
jobs,” he says. “We were going to augment this by
developing a private-jet completion center where
the old Champion Air used to be at the [Minneapo-
lis/St. Paul International] airport, which would have
brought another 500 or 600 jobs. Corporate jets are
sold ‘green, meaning they have the cockpit, oxygen
masks, and that’s about it. They have to go to
completion centers, and they’re mostly outside the
country right now. We had the exclusive contract to
complete Airbus private jets.” Petters’ last news con-
ference was held September 25, 2008, at the airport,
celebrating the new Petters Aviation facility and its
plans. But little was mentioned of it by the media,
which focused instead on the raid that had occurred
the day before, the government’s allegations, and
Petters’ likely upcoming demise.

By 2008, Petters’ time was spent largely on PGW
matters, speaking at university business schools,
participating in fundraising and charitable events,
and spending time with his family. With all this on
his plate, he spent almost no time working on PCI
activities, he says, and instead left them in what he
thought were the trustworthy hands of Coleman,
White, Reynolds, and Catain.

Warning Signs

During the fast-growth years between 1998 and
2007, there were instances in which—from an
outsider’s perspective—it seems Petters should
have noticed something was wrong at PCI. Federal
prosecutors would later persuade a jury that he did
know, not only because of how he talked dur-

ing secretly recorded conversations in 2008, but
because of other records, especially those revealing
his actions in 2000 regarding GE Capital.

While the FBI and forensic accountants today
say there was never any real business taking place at
PCI, Petters says the $50 million line of credit from
GE proved there was actual business taking place. GE
Capital does thorough due diligence before financ-
ing anybody, he says, and it continued to run peri-
odic checks on PCI—including visits to warehouses
to check on inventory backed by its line of credit. GE

AN ABRUPT HALT

Over the years, nearly $40 billion
flowed through Petters’ operations.
Investors during that time received
lucrative returns on their investments
of 15 percent to more than 30 per-
cent. Thousands of jobs were saved.
New technology was advanced.
Startups and charities received finan-
cial support.

At the time of the raid, an estimat-
ed 3,200 people were employed, and
all investors either had been repaid or
were going to be repaid as promised,
Petters says. The federal raid of his
businesses, his subsequent departure,
and the hand-off of management to
Minneapolis attorney Doug Kelley
ended his ability to repay investors
at PCl, conduct corporate investment
deals, and continue generating operat-
ing revenues at PGW. Losses quickly
occurred thereafter.

Kelley subsequently became the
court appointed trustee and reciever
handeling the Petters case. Since the
raid, his firm has identified
$3.8 billion lost through the PCI Ponzi
scheme. Actual cash losses—what
nearly 500 remaining investors had
invested in PCl-related notes versus
what they had been paid back at the
time of the raid—total $2.5 billion,
according to Kelley’s office.

The U.S. Probation Office's pre-
sentence investigation report estimated
that PCl victims lost less than $900
million. U.S. District Court Judge Rich-
ard Kyle declined to order restitution
because of the difficulty in determining
who had truly lost money, versus those
who had invested and had been re-
paid or had made a profit. Instead, he
left matters in the hands of Kelley and
his team to work with those who claim
they have been victimized, and