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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re: Chapter 11

THE DIOCESE OF ST. CLOUD, a Minnesota  Case No. 20-60337
religious corporation,

Debtor.

NOTICE OF HEARING AND MOTION FOR AN ORDER EXTENDING
DEBTOR’S EXCLUSIVITY PERIODS

TO: The United States Bankruptcy Judge, the United States Trustee, and other parties in
interest as specified in Local Rule 9013-3(a)(2).

The Diocese of St. Cloud, as debtor and debtor in possession in this case, hereby moves
the court for the relief requested below and gives notice of hearing:

1. The court will hold a telephonic hearing on this motion before the Honorable Robert
J. Kressel on October 22, 2020 at 10:30 a.m. Parties interested in attending the hearing should
contact Judge Kressel’s calendar clerk at (612) 664-5250 for the call-in information.

2. Any response to this motion must be filed and served no later than October 17,
2020, which is five (5) days before the time set for the hearing (including Saturdays, Sundays, and
holidays). UNLESS A RESPONSE OPPOSING THE MOTION IS TIMELY FILED, THE
COURT MAY GRANT THE MOTION WITHOUT A HEARING.

JURISDICTION

3. The court has jurisdiction over this motion pursuant to 28 U.S.C. 88 157 and 1334,
Bankruptcy Rule 5005 and Local Rules 1070-1. This is a core proceeding under 28 U.S.C.

§ 157(b). Venue is proper pursuant to 28 U.S.C. 8§ 1408 and 1409.
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4. The debtor files this motion under 11 U.S.C. § 1121, Bankruptcy Rule 9014, and
Local Rule 9013-1 through 3.

5. The debtor hereby moves the court for entry of an order extending the exclusive
periods for the debtor to file and confirm a plan of reorganization.

BACKGROUND

6. On June 15, 2020, the debtor commenced this case by filing a voluntary Chapter 11
petition. The debtor is a debtor in possession under 11 U.S.C. 88 1107 and 1108. Additional
background information about the debtor is set forth in the Declaration of Bishop Donald J. Kettler
in Support of Chapter 11 Petition and First Day Motions (the “Kettler Declaration”) and the
Disclosure Statement (defined below). Joseph Spaniol, the debtor’s Finance Officer, also verified
the additional facts set forth below, as evidenced by the attached verification.

7. During the first 120 days after commencement of a Chapter 11 case, only the debtor
may file a plan. 11 U.S.C. 8 1121(b). The debtor has an additional 60 days within which it alone
may solicit acceptance to a filed plan. 11 U.S.C. 8 1121(c). In this case, the 120-day exclusivity
period expires on October 13, 2020 and the 180-day exclusivity period expires on December 12,
2020.

8. On September 23, 2020, the debtor and the Official Committee of Unsecured
Creditors (the “Committee”) filed the Joint Plan of Reorganization (the “Plan”) and the
Disclosure Statement to Accompany Joint Plan of Reorganization (the “Disclosure Statement”).
A hearing on approval of the Disclosure Statement is currently set for October 22, 2020.

RELIEF REQUESTED

9. Pending approval of the Disclosure Statement and confirmation of the Plan, the

debtor respectfully requests that the court enter an order: (i) under 11 U.S.C. § 1121(b), extending

QB\163667.00003\65039062.3



Case 20-60337 Doc 93 Filed 10/05/20 Entered 10/05/20 12:45:36 Desc Main
Document  Page 3 of 13

the period within which the debtor has the exclusive right to file a plan of reorganization to January
31, 2021, and (ii) under 11 U.S.C. 8 1121(c)(3), extending the period within which the debtor has
the exclusive right to solicit acceptances of a plan of reorganization to March 31, 2021.

10.  Although the debtor filed the Plan before the 120-day period expired, the Disclosure
Statement must still be approved and the Plan solicited. In the unlikely event the Plan is withdrawn
or is otherwise not confirmed (neither of which the debtor anticipates), exclusivity will have
expired and other parties in interest would have the right to file their own plans in the case.
Moreover, the Court has not yet set a confirmation hearing, which may ultimately be set beyond
the 180 days period. The debtor therefore files this motion out of an abundance of caution.

11.  Given certain of the debtor’s unique characteristics (that the debtor is a non-profit,
religious corporation established to further the ministry and mission of the Catholic Church) and
the unique history of this case (extensive prepetition settlement negotiations took place between
various stakeholders to reach an agreed-upon framework for a plan of reorganization), the debtor
should be given every opportunity to consummate that framework without undue pressure or a
competing plan that will only increase administrative costs and will not benefit creditors.

12. The debtor has informed the Committee of the relief requested herein and the
Committee, as a Plan proponent, supports this relief.

WHEREFORE, the debtor requests entry of an order:

A Extending the deadline under 11 U.S.C.8 1121(b) within which the debtor has the
exclusive right to file a plan of reorganization to January 31, 2021;

B. Extending the deadline under 11 U.S.C. § 1121(c) within which the debtor has an

exclusive right to solicit acceptances of a plan of reorganization to March 31, 2021, and

QB\163667.00003\65039062.3



Case 20-60337 Doc 93 Filed 10/05/20 Entered 10/05/20 12:45:36 Desc Main

Document  Page 4 of 13

C. Granting such other and further relief as the court deems just and proper.

Dated: October 5, 2020.
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QUARLES & BRADY LLP

/sl Jason D. Curry

Susan G. Boswell (AZ Bar No. 004791)
Jason D. Curry (AZ Bar No. 026511)
Michael Galen (AZ Bar No. 035044)
Admitted Pro Hac Vice

150 South Fifth Street

Suite 1800

Minneapolis, Minnesota 55402
susan.boswell@quarles.com
jason.curry@quarles.com

michael.galen@quarles.com

Counsel for the Debtor
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

Desc Main

In re: Chapter 11

THE DIOCESE OF ST. CLOUD, a Minnesota Case No. 20-60337
religious corporation,

Debtor.

VERIFICATION OF JOSEPH SPANIOL

[, Joseph Spaniol, Finance Officer for The Diocese of St. Cloud, declare under penalty of

perjury that the facts in the motion and the memorandum are true and correct to the best of my

knowledge, information, and belief.

Executed on: October 5, 2020 9 .
K 7 i
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re: Chapter 11

THE DIOCESE OF ST. CLOUD, a Minnesota  Case No. 20-60337
religious corporation,

Debtor.

MEMORANDUM OF POINTS AND AUTHORITIES IN SUPPORT OF MOTION FOR
AN ORDER EXTENDING DEBTOR’S EXCLUSIVITY PERIODS

The debtor submits this memorandum in support of its Motion for an Order Extending
Debtor’s Exclusivity Periods.
l. FACTS.

The factual basis for this memorandum is set forth in the verified motion, the Kettler
Declaration, and the Disclosure Statement.
1. LEGAL ARGUMENT.

A. Legal Standard.

Bankruptcy Code § 1121 establishes the time lines for parties to file plans of
reorganization. The debtor has the exclusive right to file a plan during the first 120 days after entry
of the order for relief. 11 U.S.C. § 1121(b). If the debtor files a plan during the initial 120-day
period, it has an additional 60 days to obtain acceptance of the plan by each class of impaired
claims or interests. 11 U.S.C. § 1121(c)(3). Upon request, the court may increase either or both

of the 120-day period and 180-day period “for cause.” 11 U.S.C. § 1121(d)(1).
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Although the term *“cause” is not defined in Section 1121, the Bankruptcy Appellate Panel
for the Eighth Circuit has held that “the granting of an extension [should] be based on a showing
of some promise of probable success for reorganization” and *“an extension should not be
employed as a tactical measure to put pressure on parties in interest to yield to a plan they consider
unsatisfactory.” In re Hoffinger Industries, Inc., 292 B.R. 639, 643 (B.A.P. 8th Cir. 2003) (internal
citations omitted). The Hoffinger court listed the following factors to be balanced in deciding
whether to extend or shorten the 120 and 180 exclusivity periods.

1) the large size of the debtor and the consequent difficulty in formulating plan

of reorganization for a huge debtor with a complex financial structure;

(2)  the need of the creditors’ committee to negotiate with the debtor and the
ability to prepare adequate information;

3) the existence of good faith progress towards reorganization;
4) the existence of an unresolved contingency;

(5) the fact that the debtor is paying bills as they become due;
(6) the length of previous extensions of exclusivity;

(7 breakdowns in plan negotiations, such that the continuation of the debtor’s
exclusivity period would result in the debtor having an unfair bargaining
position over creditors;

(8) the debtor’s failure to resolve fundamental reorganization matters essential
to its survival; and

9) the gross mismanagement of the debtor.

Id. at 643-44 (internal citations omitted). “It is within the discretion of the bankruptcy court to
decide which factors are relevant and give the appropriate weight to each.” Id. at 644.

B. Cause Exists for this Court to Extend the Exclusivity Periods.

The concept of “exclusivity” was incorporated into the Bankruptcy Code to provide a
debtor with a full and fair opportunity to propose a plan, and to solicit acceptances of such plan,
without the disruption to the debtor’s operations that would be caused by the filing of competing

plans. The current posture of this case warrants extension of the exclusivity period and the
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solicitation period because (i) the debtor and the majority of tort claimants agreed on a framework
for a consensual plan of reorganization prepetition; (ii) the debtor and the Committee jointly filed
the Plan and Disclosure Statement and are pursuing approval of the Disclosure Statement and
confirmation of the Plan; (iii) the debtor has managed its reorganization case in good faith; (iv) the
motion is not being filed to pressure creditors but merely to preserve the debtor’s exclusive right
to propose a plan in the event the Plan is not confirmed; (v) the debtor has not filed any prior
request to extend the exclusivity period; and (vi) the debtor has complied with its postpetition
obligations. For these reasons, the exclusivity period should be extended to give the debtor a full
and fair opportunity to confirm the plan of its choosing.

Extensions of the exclusivity period have routinely been granted in other Catholic diocese
bankruptcy cases, including in cases filed in this jurisdiction. See In re Archdiocese of Saint Paul
and Minneapolis, Case No. 15-30125 (ECF Nos. 168, 456); In re Diocese of Winona-Rochester,
Case No. 18-33707 (ECF Nos. 108, 164, 197); In re Diocese of Duluth, Case No. 15-50792 (ECF
Nos. 82, 273); In re Crosier Fathers and Brothers Province, Inc., Case No. 17-41681 (ECF Nos.
78, 117). Most similar to this case is In re Crosier Fathers and Brothers Province, Inc., in which
the second request for an extension of the exclusivity periods arose after the plan and disclosure
statement were filed but before the disclosure statement was approved or the plan solicited. Inre
Crosier Fathers and Brothers Province, Inc., Case No. 17-41681 (ECF 99). As in this motion, the
debtors in those cases sought the extension “in an abundance of caution . . . [i]n the event the filed
plan might not be confirmed for some reason” so that it would have the exclusive right to file and
solicit a new plan. Id. This court granted that relief. Id. (ECF 117).

Similarly, the debtor in this case has already successful negotiated a resolution with the

primary stakeholders and filed the Plan and Disclosure Statement. The extension requested in the
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motion would merely give the debtor time to propose an amended plan in the unlikely event that
the Plan is not confirmed. For all of the reasons set forth above, this relief is appropriate.
I11. CONCLUSION.

WHEREFORE, the debtor requests entry of an order:

A. Extending the deadline under 11 U.S.C.§ 1121(b) within which the debtor has the

exclusive right to file a plan of reorganization to January 31, 2021;

B. Extending the deadline under 11 U.S.C. § 1121(c) within which the debtor has an
exclusive right to solicit acceptances of a plan of reorganization to March 31, 2021, and

C. Granting such other and further relief as the court deems just and proper.

Dated: October 5, 2020. QUARLES & BRADY LLP

/sl Jason D. Curry

Susan G. Boswell (AZ Bar No. 004791)
Jason D. Curry (AZ Bar No. 026511)
Michael Galen (AZ Bar No. 035044)
Admitted Pro Hac Vice

150 South Fifth Street

Suite 1800

Minneapolis, Minnesota 55402
susan.boswell@quarles.com
jason.curry@quarles.com
michael.galen@quarles.com

Counsel for the Debtor
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re: Chapter 11

THE DIOCESE OF ST. CLOUD, a Minnesota  Case No. 20-60337
religious corporation,

Debtor.

ORDER GRANTING MOTION FOR AN ORDER EXTENDING
DEBTOR’S EXCLUSIVITY PERIODS

This matter is before the court on the debtor’s motion to extend the exclusivity periods to
file and confirm a plan of reorganization.

Based on the motion and file,

IT IS ORDERED:

1. The deadline under 11 U.S.C. 8 1121(b) within which the debtor has the exclusive
right to file a plan of reorganization is hereby extended through January 31, 2021; and

2. The deadline under 11 U.S.C. § 1121(c) within which the debtor has the exclusive
right to obtain acceptances of a plan of reorganization is hereby extended through March 31, 2021.

DATED:

ROBERT J. KRESSEL
UNITED BANKRUPTCY COURT JUDGE
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re: Chapter 11

THE DIOCESE OF ST. CLOUD, a Minnesota Case No. 20-60337
religious corporation,

Debtor.

CERTIFICATE OF SERVICE

I, Jason D. Curry, declare under penalty of perjury that on October 5, 2020 | caused to be
served the foregoing Notice of Hearing and Motion for an Order Extending Debtor’s Exclusivity
Periods to each entity named below at the e-mail address or mailing address stated for each entity:

Sarah J. Wencil

U.S. Trustee’s Office

1015 U.S. Courthouse

300 South Fourth Street
Minneapolis, MN 55415
sarah.j.wencil@usdoj.qgov
ustpregionl12.mn.ecf@usdoj.gov

Thomas B. Wieser

John C. Gunderson

Meier, Kennedy & Quinn

Town Square Tower

445 Minnesota St., Suite 2200

St. Paul, MN 55101
twieser@mkglaw.com
jgunderson@mkglaw.com

Debtor’s Special Litigation Counsel

Michael A. Bryant

Bradshaw & Bryant, PLLC

1505 Division Street

Waite Park, MN 56387
mike@minnesotapersonalinjury.com
Counsel for Certain Tort Claimants
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Thomas A. Janson

Janson Law Office

P.O. Box 795

St. Joseph, MN 56374
tom@jansonlawoffice.com
Debtor’s Special Counsel

Jeff Anderson

Mike Finnegan

Josh Peck

Jeffrey Anderson & Associates
366 Jackson Street, Suite 100
St. Paul, MN 55101
jeff@andersonadvocates.com

mike@andersonadvocates.com
josh@andersonadvocates.com

Counsel for Certain Tort Claimants

Michael J. Vanselow

Michael J. Vanselow Law Office PLLC
101 South 5th Street #202

Minneapolis, MN 55402
michael.vanselow1222@gmail.com
Counsel for Certain Tort Claimants
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James C. Brand David E. Runck

Ryan Murphy Fafinski Mark & Johnson P.A.
Fredrikson & Byron, P.A. 775 Prairie Center Drive

200 South Sixth Street, Suite 4000 Suite 400

Minneapolis, MN 55402 Eden Prairie, MN 55344
jbrand@fredlaw.com david.runck@fmjlaw.com
rmurphy@fredlaw.com Counsel for Certain Parishes

Counsel for St. Williams Living Center

Everett Cygal Christopher W. Harmoning

Daniel Schufrieder Jeffrey A. Peterson

Schiff Hardin LLP Lathrop GPM

233 S. Wacker Drive, Suite 7100 1010 W. St. Germain, Suite 500
Chicago, IL 60606 St. Cloud, MN 56301
ecygal@schiffhardin.com christopher.harmoning@lathropgpm.com
dschufreider@schiffhardin.com jeffrey.peterson@lathropgpm.com
Counsel for The Catholic Mutual Relief Counsel for Catholic Charities for the
Society of America Diocese of St. Cloud

Robert T. Kugler Kenneth C. Edstrom

Edwin H. Caldie Sapientia Law Group

Logan R. Kugler 120 South Sixth Street

Stinson LLP Suite 100

50 South Sixth Street, Suite 2600 Minneapolis, MN 55402
Minneapolis, MN 55402 kene@sapientialaw.com
robert.kugler@stinson.com Counsel for Certain Tort Claimants

ed.caldie@stinson.com
logan.kugler@stinson.com
Counsel for Committee of
Unsecured Creditors

John H. Faricy Office of the U.S. Attorney
Faricy Law Firm, P.A. 600 U.S. Courthouse

120 South Sixth Street, Suite 2450 300 S. Fourth Street
Minneapolis, MN 55402 Minneapolis, MN 55415

jfaricy@faricylaw.com
Counsel for Faricy Law Firm, P.A.

City of St. Cloud Minnesota Department of Revenue
400 2nd St. S Collection Enforcement
St. Cloud, MN 56302 551 Bankruptcy Section

600 N. Robert Street
St. Paul, MN 55101
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District Counsel

Internal Revenue Service
430 North Wabasha St.
St. Paul, MN 55101

Internal Revenue Service
Centralized Insolvency
Operations Unit

P.O. Box 7346
Philadelphia, PA 19101

Secretary of State
60 Empire Drive, Suite 100
St. Paul, MN 55103

Dated: October 5, 2020.
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Internal Revenue Service
Wells Fargo Place

30 E. 7th Street

Mail Stop 5700

St. Paul, MN 55101

Office of the Attorney General
445 Minnesota Street, Suite 1400
St. Paul, MN 55101

QUARLES & BRADY LLP

/s/ Jason D. Curry

Desc Main

Susan G. Boswell (AZ Bar No. 004791)
Jason D. Curry (AZ Bar No. 026511)
Michael Galen (AZ Bar No. 035044)
Admitted Pro Hac Vice

150 South Fifth Street

Suite 1800

Minneapolis, Minnesota 55402
susan.boswell@quarles.com
jason.curry@quarles.com
michael.galen@quarles.com

Counsel for the Debtor
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