
UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 

  
 
In Re: Case No. BKY 04-42532 
 
Rels Manufacturing Corporation, Chapter 11 
 
    Debtor.                                             NOTICE OF MOTION AND  

MOTION FOR EXPEDITED RELIEF FROM  
THE AUTOMATIC STAY 

  
 
TO: Attached Service List 
  
 

1. Associated Commercial Finance, Inc. (“Associated”), by its undersigned 

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

2. The Court will hold a hearing on this motion at 10:30 a.m. on November 3, 2004, 

before Honorable Robert J. Kressel, U.S. Bankruptcy Judge, Court Room No. 8 West, U.S. 

Courthouse, 300 South Fourth Street, Minneapolis, Minnesota. 

3. Any response to this motion must be filed and delivered not later than November 

2, 2004, which is the day before the time set for the hearing.  UNLESS A RESPONSE 

OPPOSING THIS MOTION IS TIMELY FILED, THE COURT MAY GRANT THE MOTION 

WITHOUT A HEARING. 

4. This Court has jurisdiction over this motion pursuant to 28 U.S.C. §§ 157 and 

1334, Fed. R. Bankr. P. 5005 and Local Rule 1070-1.  This proceeding is a core proceeding.  The 

petition commencing this Chapter 11 case was filed on March 24, 2004.  The case is now 

pending in this Court.   

5. This motion arises under 11 U.S.C. § 362(d), Fed. R. Bankr, P. 4001 and 9014 

and Local Rules 9013-1 and 2, 9006-1 and 9017-1.   
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6. Associated is a Wisconsin corporation registered to do business in the state of 

Minnesota.   

7. Pursuant to the terms of a Letter Loan Agreement dated July 7, 1998 between 

Rels Manufacturing Corporation (the “Debtor”) and Associated (the “Original Agreement”), as 

amended by a letter amendment dated as of September 30, 1999  and a letter amendment dated as 

of May 1, 2001 and as further amended by that certain Amendment No. 3 to Letter Loan 

Agreement approved by the Court and dated April 12, 2004 (the “Third Amendment”) (the 

Letter Loan Agreement as so amended and as it may be further amended, modified, 

supplemented or restated from time to time being the “Credit Agreement”), Associated made: (a) 

a Revolving Credit Loan to the Debtor in the maximum principal amount of $750,000.00 (the 

“Revolving Credit Loan”); (b) a term loan of $375,000.00 (the “Term Loan”; and together with 

the Revolving Credit Loan being sometimes hereinafter referred collectively as “the Loans” and 

individually as a “Loan”); and (c) a mortgage loan of $210,000.00 (the “Mortgage Loan”).  The 

Mortgage Loan was paid in 2003.  A true and correct copy of the Credit Agreement (consisting 

of the Third Amendment, which is attached hereto as Exhibit A, and the Original Agreement, 

which is attached hereto as Exhibit B. 

8. To secure the payment of the Loans, the Debtor executed and delivered to 

Associated a Security Agreement dated as July 7, 1998 (the “Original Security Agreement”) 

pursuant to which the Debtor granted to Associated a first priority security interest in the 

“Collateral” described therein, including, without limitation, all of the Debtor’s right, title and 

interest in and to existing or thereafter arising or acquired Accounts, Chattel Paper, Controlled 

Property, Documents, Equipment and Fixtures General Intangibles, Instruments, Inventory,  

Proceeds (whether cash or non-cash Proceeds, including Insurance Proceeds and non-cash 
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Proceeds of all types); and Products of all the foregoing. 

9. Associated’s security interest in the Pre-petition Collateral are perfected by filing 

a financing statement with the Minnesota Secretary of State on July 20, 1998, as document 

number 20543051, and continued by financing statement filed with the Minnesota Secretary of 

State on June 26, 2003, as document number 2003787247. 

10. By the Final Order Approving Agreement and Authorizing Post-Petition 

Financing Secured by Senior Lien and Superpriority Expense Claims entered by this Court on 

May 27, 2004 (the “Financing Order”) and extended by further Order of this Court dated 

September 1, 2004, the Court approved the Associated’s post-petition financing of the Debtor 

pursuant to certain terms and conditions as set forth therein.  A true and correct copy of the 

Financing Order is attached hereto as Exhibit C.  To date Associated has been providing 

financing to the Debtor in reliance on the terms of the Financing Order and the Credit 

Agreement.   

11. Pursuant to the terms of the Financing Order and the Credit Agreement and to 

evidence its indebtedness under the Credit Agreement, Debtor executed and delivered to 

Associated a Post-Petition Credit Note dated April 12, 2004 in the principal amount of Five 

Hundred Seventy Five Thousand and No/100ths Dollars ($575,000.00), a true and correct copy 

of which is attached hereto as Exhibit D. 

12. Pursuant to the terms of the Financing Order and to secure the Debtor’s 

obligations in favor of Associated under the Credit Agreement, the Debtor executed and 

delivered to Associated an Amended and Restated Security Agreement dated April 12, 2004 (the 

“Security Agreement”).  A true and correct copy of the Security Agreement is attached hereto as 

Exhibit E.  Under the Security Agreement, Debtor has granted to Associated a continuing first 
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security interest in the “Collateral” described therein including, without limitation, accounts, 

chattel paper, controlled property, Commercial Tort Claims, deposit accounts, data processing 

records and systems, electronic chattel paper, documents, goods, payment intangibles, supporting 

obligations, equipment and fixtures, general intangibles, instruments, inventory, proceeds, and 

products of the foregoing (hereinafter, together with the Pre-petition Collateral, collectively 

referred to as the “Collateral”).  

13. Paragraph I of the Financing Order provides:  

Associated may, upon motion to the Bankruptcy Court and upon three (3) 
business days’ notice to the parties in interest, seek relief from the 
automatic stay under Section 362 to enforce its rights under the Credit 
Agreement and the other Loan Documents including, without limitation, 
its right to foreclose its liens and security interest in the Collateral, and 
such other relief as Associated may request.  Other than the Events of 
Default existing under the Credit Agreement at the time that the Debtor 
has commenced the instant Case, Debtor agrees that the occurrence of an 
Event of Default, as provided under the Credit Agreement, shall constitute 
sufficient grounds for relief from the automatic stay. 

 
14. An “Event of Default” under the Credit Agreement occurs when any judgments 

are issued against any Loan Party where the aggregate of the judgments exceed $10,000 for any 

or all Loan Parties.  Original Agreement, paragraph 9(f).  As a guarantor of the Debtor’s 

obligations under the Credit Agreement, David Carroll is a “Loan Party.”  Original Agreement, 

paragraph 1(h). In connection with the Debtor’s execution of the Credit Agreement, David 

Carroll executed an Acknowledgement and Agreement under the terms of which, among other 

things, David Carroll confirmed that his personal Guaranty dated July 7, 1998, remained in full 

force and effect and enforceable against him in accordance with its terms and that he continued 

to guaranty the payment and performance of the “Indebtedness” including, without limitation, 

the Debtor’s obligations under the Credit Agreement.  A true and correct copy of the 

Acknowledgement and Agreement is attached hereto as Exhibit F.    
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15. On June 30, 2004, the Minnesota State District Court for the Fourth Judicial 

District (Hennepin County) (The “District Court”), in the matter captioned Ellen Mitchell 

Gallagher v. David C. Carroll, et al., Court Filed No. 04-7795, entered judgment against David 

C. Carroll and in favor of Ms. Gallagher in the amount of $1,185,918.54 (the “Judgment”).  A 

true and correct copy District Court’s Judgment Roll memorializing the District Court’s entry 

and docketing of the Judgment is attached hereto as Exhibit G.  The entry of the Judgment is an 

Event of Default under the Credit Agreement and arose after the commencement of this Chapter 

11 case. 

16. Section 2(b)(iii) and 2(c)(iii) of the Credit Agreement, which amends the Original 

Agreement, requires that the Debtor make interest payments to Associated as follows: 

The Borrower agrees to pay interest on the outstanding principal amount 
of the Term Loan from the date of the Term Loan until the Term Loan is 
paid at the rates and at the times specified in the Term Note. 
 
The Borrower agrees to pay interest on the outstanding principal amount 
of each Advance from the date of such Advance until such Advance is 
paid at the rates and at the times specified in the Post-Petition Revolving 
Credit Note shall pay to Associated 
 

Third Amendment, Sections 2(b) and (c).  Section 9(a) of the Credit Agreement, as amended 

under the Third Amendment, provides that it is an “Event of Default” where the Debtor fails to 

make “due and punctual payment of any installment of interest . . . on the Loans an the date 

when due”  

17. Under the Credit Agreement, interest under the Term Loan and the Revolving 

Loan is due on the first business day of each month.  Debtor has failed to make interest payments 

as required under the Credit Agreement for the month of October.   

18. Under the Credit Agreement, it is an “Event of Default” where Associated, “in its 

sole discretion, shall determine that there has been a material adverse change in the condition of 
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(financial or otherwise) business, property of any Loan Party. ”   Original Agreement, Section 9 

(h).  Associated has made such a determination not only because of the Judgment, described 

herein, but also because over the last several weeks, the Debtor has been operating at a cash 

deficit, that is, it has on a daily basis issued checks to pay its creditors where the Debtor does not 

have sufficient proceeds to pay these checks, and, accordingly, these checks are dishonored.  

Despite repeated attempts by Associated to alert the Debtor to this ongoing problem, the Debtor 

has continued to issue what are in effect NSF checks to its creditors and employees.  The primary 

reason for these cash flow problems is that the Debtor has been conducting its operations at a 

loss for the months of September and October.   

19. In accordance with the provisions of the Financing Order authorizing Associated 

to relief from the Automatic Stay under 11 U.S.C. § 362 upon three business days’ notice, the 

automatic stay should be lifted and vacated so that Associated can enforce its security interest 

against the Collateral as well as its rights under the Settlement Agreement against the Debtor, 

including, without limitation, foreclosing on its security interest in the Collateral.   Moreover, 

under 11 U.S.C. § 362(d)(1), the Court should grant Associated’s motion for “cause,”  due to the 

provisions of the Financing Order and the Judgment.  

20. As a result of the foregoing, Associated hereby requests that this Court grant it 

expedited relief, as provided under the terms of the Financing Order, which allows Associated to 

relief upon three business days’ notice. 

21. Pursuant to Local Rule 9013-2(c), Associated does not presently intend to call a 

witness at the hearing on its motion. If the Court orders an evidentiary hearing, however, 

Associated may call Mr. Richter, John Cron, an Auditor for Associated, Jeff Kohr, Audit 

Manager for Associated and/or Mr. Carroll to testify as to the matters set forth herein.   
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SERVICE LIST 
 

 
RELS Manufacturing Corporation 
6700 Bleck Drive 
Rockford, MN 55373 

Michael L. Meyer 
Ravich Meyer Kirkman McGrath & 
Nauman 
4545 IDS Center 
80 South 8th Street 
Minneapolis, MN 55402 
Fax No. (612) 332-8302 
 

US Attorney 
600 US Courthouse 
300 South Fourth Street 
Minneapolis, MN 55415 
 

MN Dept. of Revenue 
Collection Enforcement 
551 Bankruptcy Section 
PO Box 64447 
St. Paul, MN 55107 

Pier Foundry 
51 State Street 
St. Paul, MN 55107 

Unsecured Creditors Committee in the 
Chapter 11 Case of Shark Industries, Inc 
Matthew R. Burton 
Leonard O’Brien Spencer Gale & Sayre 
100 South 5th Street, Suite 2500 
Minneapolis, MN 55402 
Fax No. (612) 332-2740 
 

Michael R. Fadlovich 
United States Trustee 
300 South Fourth Street 
1015 U.S. Courthouse 
Minneapolis, MN 55415 
Fax No. 612-664-5516 
 

IRS District Director  
Stop 5700  
316 North Robert Street 
St. Paul, MN 55101 

IRS Office of Chief Counsel 
650 Galtier Plaza 
175 East 5th Street 
St. Paul, MN 55101 

Securities & Exchange Commission 
500 W. Madison, #1400 
Chicago, IL 60661 

Securities & Exchange Commission 
Attn Bankruptcy Division 
175 West Jackson Blvd, #900 
Chicago, IL 60604 
 

Margaret Fernandez 
12600 Deerfield Parkway, Suite 100 
Alpharetta, GA 30004 

Earl M. Jorgensen Co. 
1775 101st Avenue, N.E. 
Minneapolis, MN 55449 

Electric Motor Service 
2020 Division Street 
St. Cloud, MN 56302 
 

Gear & Broach Inc. 
7204 Winnetka Avenue No. 
Minneapolis, MN 55428 

Innovative Metals, Inc. 
1040 Commerce Blvd. 
Howard Lake, MN 55349 

Metal Coatings 
441 West Dual Blvd. 
Isanti, MN 55040 

Shark Industries, Ltd. 
6700 Bleck Drive 
Rockford, MN 55373 
 

Sican Canada 
515 Woodward Avenue 
Milton, Ontario 
Canada 

Source Transport  
5501 Executive Center Drive 
Suite 204 
Charlotte, NC 28212 
 

Tomahawk Foundry  
2337 29th Street 
Rice Lake, WI 54868 

Yellow Freight  
PO Box 73149 
Chicago, IL 60673 

BL Systems Inc. 
C/O Malcom P. Terry 
150 South 5th Street, Suite 1800 
Minneapolis, MN 55402 
Fax No. (612) 672-3777 
 

Paul W. Chamberlain 
Chamberlain Law Firm 
1907 Wayzata Boulevard, Suite 130 
Wayzata, MN 55391 

 
 
 
 











































































































































































UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 

  
 
In Re: Case No. BKY 04-42532 
 
Rels Manufacturing Corporation, Chapter 11 
 
    Debtor.                                 MEMORANDUM IN SUPPORT OF  

MOTION FOR EXPEDITED RELIEF FROM  
THE AUTOMATIC STAY 

  
 

INTRODUCTION 
 

Associated Commercial Finance, Inc. (“Associated”) submits this Memorandum of Law 

in Support of its Motion for Expedited Relief from the Automatic Stay. Associated respectfully 

requests this Court to enter an Order granting the relief sought here as provided for under the 

Financing Order or, in the alternative, under 11 U.S.C. § 362(d)(1) for “cause,” as discussed 

below. 

FACTS 

 The facts supporting Associated’s request for relief are set forth in the accompanying 

verified motion and are summarized as follows. 

 Under a Letter Loan Agreement dated July 7, 1998 between Rels Manufacturing 

Corporation (the “Debtor”) and Associated (the “Original Agreement”), as amended by a letter 

amendment dated as of September 30, 1999  and a letter amendment dated as of May 1, 2001 and 

as further amended by that certain Amendment No. 3 to Letter Loan Agreement approved by the 

Court and dated April 12, 2004 (the “Third Amendment”) (the Letter Loan Agreement as so 

amended being the “Credit Agreement”), Associated made: (a) a Revolving Credit Loan to the 

Debtor in the maximum principal amount of $750,000.00 (the “Revolving Credit Loan”); (b) a 

term loan of $375,000.00 (the “Term Loan”; and together with the Revolving Credit Loan being 
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sometimes hereinafter referred collectively as “the Loans” and individually as a “Loan”); and (c) 

a mortgage loan of $210,000.00 (the “Mortgage Loan”).  The Mortgage Loan was paid in 2003.   

The Credit Agreement which provides for post-petition financing by Associated in favor 

of the Debtor was approved by the Court under certain terms and conditions under its Final 

Order Approving Agreement and Authorizing Post-Petition Financing Secured by Senior Lien 

and Superpriority Expense Claims entered by this Court on May 27, 2004 (the “Financing 

Order”) and extended by further Order of this Court dated September 1, 2004.  One of the terms 

of the financing expressly incorporated into the Financing Order provides that the automatic stay 

provisions of section 362 of the Bankruptcy Code were vacated and modified to the extent 

necessary to permit Associated to exercise, upon the occurrence of an Event of Default and the 

giving of the three business days' notice as provided for in the Financing Order, all rights and 

remedies against the Collateral provided for in the Credit Agreement and the Security 

Agreement.  Accordingly, Paragraph I of the Financing Order provides:  

Associated may, upon motion to the Bankruptcy Court and upon three (3) 
business days’ notice to the parties in interest, seek relief from the 
automatic stay under Section 362 to enforce its rights under the Credit 
Agreement and the other Loan Documents including, without limitation, 
its right to foreclose its liens and security interest in the Collateral, and 
such other relief as Associated may request.  Other than the Events of 
Default existing under the Credit Agreement at the time that the Debtor 
has commenced the instant Case, Debtor agrees that the occurrence of an 
Event of Default, as provided under the Credit Agreement, shall constitute 
sufficient grounds for relief from the automatic stay. 
 

 An “Event of Default” under the Credit Agreement occurs when any judgments are 

issued against any Loan Party where the aggregate of the judgments exceed $10,000 for any or 

all Loan Parties.  Original Agreement, paragraph 9(f).  As a guarantor of the Debtor’s obligations 

under the Credit Agreement, David Carroll is a “Loan Party.”  Original Agreement, paragraph 

1(h).  In connection with the Debtor’s execution of the Credit Agreement, David Carroll 
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executed an Acknowledgement and Agreement under the terms of which, among other things, 

David Carroll confirmed that his personal Guaranty dated July 7, 1998, remained in full force 

and effect and enforceable against him in accordance with its terms and that he continued to 

guaranty the payment and performance of the “Indebtedness” including, without limitation, the 

Debtor’s obligations under the Credit Agreement.   

 On June 30, 2004, the Minnesota State District Court for the Fourth Judicial District 

(Hennepin County) (The “District Court”), in the matter captioned Ellen Mitchell Gallagher v. 

David C. Carroll, et al., Court Filed No. 04-7795, entered judgment against David C. Carroll and 

in favor of Ms. Gallagher in the amount of $1,185,918.54 (the “Judgment”). 

 In addition to the occurrence of an Event of Default under Section 9(f) this past June, an 

additional Event of Default has occurred under Section 9(a) of the Credit Agreement.  Section 

2(b)(iii) and 2(c)(iii) of the Credit Agreement, which amends the Original Agreement, requires 

that the Debtor make interest payments to Associated as follows: 

The Borrower agrees to pay interest on the outstanding principal amount 
of the Term Loan from the date of the Term Loan until the Term Loan is 
paid at the rates and at the times specified in the Term Note. 
 
The Borrower agrees to pay interest on the outstanding principal amount 
of each Advance from the date of such Advance until such Advance is 
paid at the rates and at the times specified in the Post-Petition Revolving 
Credit Note shall pay to Associated 
 

Third Amendment, Sections 2(b) and (c).  Section 9(a) of the Credit Agreement, as amended 

under the Third Amendment, provides that it is an “Event of Default” where the Debtor to fails 

to make “due and punctual payment of any installment of interest . . . on the Loans an the date 

when due . . .”  Under the Credit Agreement, interest under the Term Loan and the Revolving 

Loan is due on the first business day of each month.  Debtor has failed to make interest payments 

as required under the Credit Agreement for the month of October.  
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Finally, under Section 9(h) of the Credit Agreement, it is also an “Event of Default” 

where Associated “in its sole discretion, shall determine that there has been a material adverse 

change in the condition of (financial or otherwise) business, property of any Loan Party.”  

Associated has made such a determination not only because of the Judgment, described herein, 

but also because over the last several weeks, the Debtor has been operating at a cash deficit, that 

is, it has on a daily basis issued checks to pay its creditors where the Debtor does not have 

sufficient proceeds to pay these checks, and, accordingly, these checks are dishonored.  Despite 

repeated attempts by Associated to alert the Debtor to this ongoing problem, the Debtor has 

continued to issue what are in effect NSF checks to its creditors and employees.  The primary 

reason for these cash flow problems is that the Debtor has been conducting its operations at a 

loss for the months of September and October.   

  

ARGUMENT 

A. Introduction. 

“On any motion for relief from stay under § 362(d), the moving party has the burden of 

proof on the issue of the debtor’s equity in any property involved and the party opposing the 

motion has the burden of proof on all other issues.” In re Lilyerd, 49 B.R. 109, 114 (Bankr. D. 

Minn. 1985); see also 11 U.S.C. § 362(g). 

Associated is entitled to relief from the automatic stay pursuant to the Financing Order 

and, in the alternative, 11 U.S.C. § 362(d)(1). See Production Credit Assoc. of the Midlands v. 

Wieseler (In re Wieseler), 934 F.2d 965, 968 (8th Cir. 1991) (“[Section] 362(d)(1) and § 

362(d)(2) are phrased as alternative means of obtaining relief . . . .”). 11 U.S.C. § 362(d) 

provides as follows: 
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(d) On request of a party in interest and after Notice and a 
Hearing, the Court shall grant relief from the stay provided 
under subsection (a) of this section, such as by terminating, 
annulling, modifying, or conditioning such stay  
(1) for cause, including the lack of adequate protection of an 
interest in property of such party in interest; and 
(2) with respect to a stay of an act against property under 
subsection (a) of this section if— 

(A) the Debtor does not have an equity in such 
property; and 
(B) such property is not necessary to an effective 
reorganization. 

 
B. Expedited Relief from the automatic stay should be granted pursuant to the terms 
of the Financing Order. 
 
 Under the terms of the Financing Order, the automatic stay provisions of section 362 of 

the Bankruptcy Code were modified to the extent necessary to permit Associated to exercise, 

upon the occurrence of an Event of Default and three business days' notice, as provided in the  

Financing Order, all rights and remedies against the Debtor and the Collateral, as provided for 

under the Credit Agreement and the Security Agreement. Financing Order, Paragraph I.  The 

Debtor and Associated further agreed, again with approval by the Court in the Financing Order, 

that in any hearing, the only issue that may be raised by any party in opposition thereto is 

whether, in fact, an Event of Default has occurred.  Because the occurrence of Events of Default 

cannot be contested by the Debtor, Associated is entitled to the relief it has requested including 

relief on an expedited basis. 

C. In the alternative, relief from the automatic stay should be granted pursuant to § 
362(d)(1) “for cause.” 
 

Under Section 362(d)(1) of the Bankruptcy Code, relief from the automatic stay shall also 

be granted "for cause, including the lack of adequate protection of an interest in property of such 

party in interest."   
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The Bankruptcy Code does not define “for cause” under § 362(d)(1).  However, various 

courts considering the matter in the context of agreements between parties have granted relief 

where the provisions of any agreement allow by respecting the agreement of the parties who 

looked to the Cause for relief from stay, however, is generally found when the harm that would 

result from continuation of the stay outweighs any harm that might be suffered by the debtor’s 

estate if the stay is lifted. Peerless Ins. Co. v. Riviera, 208 B.R. 313, 315 (Bankr. D. R.I. 1997). 

The courts have established a number of factors to consider: the harm to the party seeking relief 

from the automatic stay if the stay is not lifted; the harm to the debtor if the stay is lifted; the 

interest of the creditors; and the effect on the fair and efficient administration of justice. Id. 

The factors as set forth in Peerless, as applied to the facts in this case, demonstrate that 

cause exists under § 362(d)(1). The Debtor’s debt to Associated remains unpaid. The Debtor is 

operating at a loss.  The losses have resulted in bounced checks to creditors and employees.  

There is no reasonable prospect that the Debtor will be able to turn around its financial affairs:  

the fact that these financial problems arise after the Debtor has been protected by the provisions 

of the Bankruptcy Code since March demonstrates the bleak financial and business prospects for 

the Debtor. Indeed, the continuation of the Debtor’s business only results in the further erosion 

of Associated’s collateral position to Associated’s loss.  In its Disclosure Statement, the Debtor 

has stated that liquidation of its assets, which secure repayment of its debt to Associated, are 

insufficient to satisfy its obligations in favor of Associated.1   

                                                 
1 In Exhibit 6.1 to the Debtor’s Disclosure Statement, the Debtor estimated the liquidation value of its assets to be 
$706,197 prior to the losses the Debtor incurred during October.  The Debtor also estimated debt owed to 
Associated to approximately $692,233 prior to the interest accrual and additional expenses to Associated during the 
month of October.  After deducting estimated liquidation expenses of approximately $122,300 from the liquidation 
value of the assets, the Debtor calculates that its assets were of insufficient value in September to satisfy its financial 
obligations in favor of Associated. 
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In addition, “cause” is present here for the additional reason that the Court in its 

Financing Order provided that Associated is entitled to relief from the automatic stay on the 

basis set forth herein as an integral provision of the post-petition financing the Court approved.  

See, e.g., In re Excelsior Henderson Motorcycle Manufacturing Co., 273 B.R. 920 (Bankr. S.D. 

Fla. 2002) finding “cause” for relief from the automatic stay because of an agreement between 

the debtor and one of its creditors, approved by this Court in the context of the approval of a plan 

of reorganization (“the Debtor bargained away the protection of the automatic stay as part of a 

plan of reorganization which was confirmed by the court.  As part of the Debtor's Plan in the 

Minnesota Case, in exchange for the Debtor's waiver of the automatic stay, the Debtor received 

significant consideration under the Note and Plan. ”);  In re Atrium High Point Ltd. Partnership, 

189 B.R. 599 (Bankr. M.D.N.C. 1995) finding “cause” for relief form the automatic stay under 

circumstances similar to that in In re Excelsior Henderson Motorcycle Manufacturing Co.  

 In the instant case, Paragraph I of the Financing Order was relied upon by Associated and 

approved by this Court without objection from any party after due notice to them.  The Debtor 

and Associated have operated under the provisions of the Credit Agreement and the Financing 

Order since April 12, 2004.  More recently, the Financing Order was extended by this Court by 

its Order of September 1, 2004, again after notice and hearing without objection by any party.  

Finally, the Debtor cannot contest that there have occurred and are continuing Events of Default, 

as described by Associated in this motion.  Given these circumstances, Associated has 

established “cause” under § 362(d)(1), as the parties themselves have defined it with approval of 

this Court in the Financing Order, and, accordingly, Associated is entitled to the relief it seeks on 

an expedited basis, namely, on three business days’ notice, as provided in the Financing Order.   
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CONCLUSION 

 Based on the foregoing Associated respectfully requests that the Court grant its motion 

for relief from the automatic stay pursuant to the Financing Order or, in the alternative, § 

362(d)(1). 

Dated: October 27, 2004   FABYANSKE, WESTRA & HART, P.A. 
 
 
 
     By:  /e/ Paul L. Ratelle  

Paul L. Ratelle (#127632) 
Michael A. Rosow (#317998) 
800 LaSalle Avenue, Suite 1900 
Minneapolis, MN 55402 
(612) 338-0115 
ATTORNEYS FOR ASSOCIATED 
COMMERCIAL FINANCE, INC. 
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CERTIFICATE OF SERVICE 
 
 
In Re:      ) 
      ) 
RELS Manufacturing Corporation  )    Bankruptcy No. 04-42532 
      ) 
   Debtor(s)  )        Chapter 11 Case 
      ) 
      ) 
 
 
 I, Michael A. Rosow, declare under penalty of perjury that on October 28, 2004, I served 
a copy of: 
 
 1. Notice of Motion and Motion for Expedited Relief from the Automatic Stay; 
 2. Memorandum in Support of Motion for Expedited Relief from the Automatic 

Stay; and  
 3. Proposed Order. 
 
by U.S. Mail, postage prepaid, or by messenger as indicated below: 
 
RELS Manufacturing Corporation 
6700 Bleck Drive 
Rockford, MN 55373 
 
By Messenger 

Michael L. Meyer 
Ravich Meyer Kirkman McGrath & 
Nauman 
4545 IDS Center 
80 South 8th Street 
Minneapolis, MN 55402 
 
By Messenger 
 

US Attorney 
600 US Courthouse 
300 South Fourth Street 
Minneapolis, MN 55415 
 

MN Dept. of Revenue 
Collection Enforcement 
551 Bankruptcy Section 
PO Box 64447 
St. Paul, MN 55107 

Pier Foundry 
51 State Street 
St. Paul, MN 55107 

Unsecured Creditors Committee in the 
Chapter 11 Case of Shark Industries, Inc 
Matthew R. Burton 
Leonard O’Brien Spencer Gale & Sayre 
100 South 5th Street, Suite 2500 
Minneapolis, MN 55402 
 

Michael R. Fadlovich 
United States Trustee 
300 South Fourth Street 
1015 U.S. Courthouse 
Minneapolis, MN 55415 
 
By Messenger 
 

IRS District Director  
Stop 5700  
316 North Robert Street 
St. Paul, MN 55101 

IRS Office of Chief Counsel 
650 Galtier Plaza 
175 East 5th Street 
St. Paul, MN 55101 
 
By Messenger 
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Securities & Exchange Commission 
500 W. Madison, #1400 
Chicago, IL 60661 

Securities & Exchange Commission 
Attn Bankruptcy Division 
175 West Jackson Blvd, #900 
Chicago, IL 60604 
 

Margaret Fernandez 
12600 Deerfield Parkway, Suite 100 
Alpharetta, GA 30004 

Earl M. Jorgensen Co. 
1775 101st Avenue, N.E. 
Minneapolis, MN 55449 

Electric Motor Service 
2020 Division Street 
St. Cloud, MN 56302 
 

Gear & Broach Inc. 
7204 Winnetka Avenue No. 
Minneapolis, MN 55428 

Innovative Metals, Inc. 
1040 Commerce Blvd. 
Howard Lake, MN 55349 

Metal Coatings 
441 West Dual Blvd. 
Isanti, MN 55040 

Shark Industries, Ltd. 
6700 Bleck Drive 
Rockford, MN 55373 
 

Sican Canada 
515 Woodward Avenue 
Milton, Ontario 
Canada 

Source Transport  
5501 Executive Center Drive 
Suite 204 
Charlotte, NC 28212 
 

Tomahawk Foundry  
2337 29th Street 
Rice Lake, WI 54868 

Yellow Freight  
PO Box 73149 
Chicago, IL 60673 

BL Systems Inc. 
C/O Malcom P. Terry 
150 South 5th Street, Suite 1800 
Minneapolis, MN 55402 
 
By Messenger 
 

Paul W. Chamberlain 
Chamberlain Law Firm 
1907 Wayzata Boulevard, Suite 130 
Wayzata, MN 55391 
 
By Messenger 
 

 
 
 
 
Dated:  October 28, 2004    By:  /e/ Michael A. Rosow   
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UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 

  
 
 
In Re: Case No. BKY 04-42532 
 
Rels Manufacturing Corporation, Chapter 11 
 
    Debtor.                                                                                 ORDER 
  
 
 THIS MATTER came on for hearing before the undersigned Judge of this Court at the 

United States Courthouse, Courtroom No. 8 West, 300 South Fourth Street, Minneapolis, 

Minnesota, on November 3, 2004, upon a motion by Associated Commercial Finance, Inc. 

(“Associated”).  Appearances are noted on the record.  Based upon the evidence adduced at the 

hearing, the arguments of counsel, and on all files and records herein, the Court issues the 

following Order. 

 IT IS HEREBY ORDERED THAT: 

 1. Associated’s Motion for Expedited Relief from Automatic Stay is GRANTED. 

2. The automatic stay of 11 U.S.C. § 362(a) of the United States Bankruptcy Code is 

hereby immediately terminated as to Associated and, accordingly, Associated is authorized to 

exercise and/or enforce any and all rights and remedies as to the Debtor and the Debtor's 

property under applicable law including, without limitation, taking immediate possession of any 

and all of the Debtor's property including, without limitation, accounts, chattel paper, controlled 

property, Commercial Tort Claims, deposit accounts, data processing records and systems, 

electronic chattel paper, documents, goods, payment intangibles, supporting obligations, 

equipment and fixtures, general intangibles, instruments, inventory, proceeds, and products of 

the foregoing including, without limitation, all of Debtor’s accounts, chattel paper, controlled 
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property, documents, equipment and fixtures, general intangibles, instruments, inventory, 

proceeds, and products of the foregoing, as more fully set for the in the Security Agreement  

between the Debtor and Associated dated April 12, 2004. Notwithstanding Federal Rules of 

Bankruptcy Procedure 4001(a)(3), this order is effective immediately. 

 

Dated: _______________, 2004    BY THE COURT: 

 
 
 
              
        ROBERT J. KRESSEL 
 COURT JUDGE 
 
 




