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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re:

Chapter 11

THE DIOCESE OF ST. CLOUD, a Minnesota
religious corporation,

Case No. 20-60337

Debtor.
NOTICE OF HEARING AND MOTION FOR AN ORDER
(I) APPROVING ASSUMPTION AND ASSIGNMENT OF LEASES, AND
(II) APPROVING THE SALE OF REAL PROPERTY

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, the debtor and debtor in possession in this case, moves the court

for the relief requested below and gives notice of a hearing on its motion.
1.

The court will hold a telephonic hearing on this motion at 10:00 a.m. (CDT) on

November 5, 2020. 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 31,

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.

This court has jurisdiction over this motion pursuant to 28 U.S.C. §§ 157(b)(2) and

1334, Bankruptcy Rule 5005, and Local Rule 1070-1. This is a core proceeding pursuant to 28
U.S.C. § 157(b). Venue is proper pursuant to 28 U.S.C. §§ 1408 and 1409.
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The debtor files this motion under 11 U.S.C §§ 105(a), 363, and 365 Bankruptcy

Rule 6004, and Local Rules 6004-1(e) and 9013-1 through 9013-3. The debtor provides notice of
the hearing on this motion under Bankruptcy Rule 2002(a) and Local Rules 2002-1(b), 2002-4(a),
and 9013-3(a)(2).
BACKGROUND
5.

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. §§ 1107 and 1108.
6.

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.
The Children’s Home Property
7.

As listed in its schedules (Dkt. No. 49), the debtor owns certain real property,

including, without limitation, the two lots located at 1726 7th Avenue South, St. Cloud, Minnesota
and 375 16th Street South, St. Cloud, Minnesota (commonly referred to as, the “Children’s Home
Property”). Lot 1 is an 18-acre parcel with improvements that include the campus for the St. Cloud
Children’s Home. Lot 2 is a 22-acre parcel of vacant land. The debtor acquired the Children’s Home
Property in 1980.
The Leases
8.

Since its acquisition, the debtor has leased some or all of the Children’s Home

Property to Catholic Charities of the Diocese of St. Cloud, a Minnesota non-profit corporation
(“Catholic Charities”). The debtor currently leases portions of the Children’s Home Property to
Catholic Charities pursuant to that certain Lease dated January 1, 1999 (as amended from time to

2
QB\163667.00003\64560339.4

Case 20-60337

Doc 95

Filed 10/09/20 Entered 10/09/20 20:32:56
Document
Page 3 of 39

Desc Main

time, the “Catholic Charities Lease”), as most recently amended by that certain Lease
Amendment and Services Agreement dated as of September 15, 2020. See Dkt. Nos. 76 and 84.
Either party may terminate the Catholic Charities Lease early by giving 90 days’ prior written notice.
9.

Before commencing this bankruptcy case, the debtor and District 742 Community

Schools (the “School District”) entered into that certain Real Estate Lease dated May 13, 2020 (the
“School District Lease”) for a portion of the Children’s Home Property (the “Secure Facility”).
The School District uses the Secure Facility to operate a school.
10.

The term of the School District Lease began July 1, 2020 and terminates on June

30, 2021. Under the School District Lease, the School District pays the debtor annual rent of
$96,239.50 in monthly installments of $8,019.96. Either party may terminate the School District
Lease early by giving 90 days’ prior written notice. Although the School District is not permitted to
assign or transfer the School District Lease, the debtor may do so.
Catholic Charities Settlement Agreement
11.

The debtor holds the Children’s Home Property free and clear of any liens.

However, Catholic Charities asserts an equitable interest in the Secured Facility, as more
particularly described in a complaint served on June 28, 2018, thereby commencing an action (the
“Catholic Charities Action”) against the debtor in the District Court for Stearns County, Minnesota
(the “State Court”) as Case No. 73-CV-18-5584. Catholic Charities also filed a notice of lis pendens
against the Children’s Home Property (the “Lis Pendens”). The debtor disputes Catholic Charities’
claims.
12.

In accordance with the Settlement Agreement dated September 15, 2020 (the

“Catholic Charities Settlement Agreement”), filed at Dkt. No. 76 and approved by the Court at
Dkt. No. 84, Catholic Charities has agreed to consent to the sale of the Children’s Home Property

3
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and take any actions that may be required to transfer title free and clear of liens, claims, and
interests, including, without limitation, dismissing one or more counts of the Catholic Charities
Action and canceling the Lis Pendens, subject to certain conditions set forth therein. The debtor
believes all such conditions have been or will be met with respect to the proposed sale discussed
below. Prior to filing this motion, the debtor conferred with Catholic Charities and understands
that Catholic Charities consents to the relief set forth in the motion, subject to the terms of the
Settlement Agreement.
Marketing Efforts
13.

On July 13, 2020, the debtor sought to employ Granite City Real Estate LLC

(“Broker”) as real estate agent to market, among other property, the Children’s Home Property
(Dkt. No. 60). On July 13, 2020, the court entered an order approving Broker’s employment (Dkt.
No. 61). That order also approved payment of Broker’s commission directly from the proceeds of
an approved sale.
14.

On or about May 6, 2018, Broker provided the debtor with an opinion of value,

determining that the Children’s Home Property would likely be worth between $4,100,000 and
$4,900,000. Broker’s opinion makes clear, however, that valuing the Children’s Home Property
is difficult because it is a special purpose property without comparable sales data in the market,
and that the value of such a property is typically determined by the particular needs of a prospective
purchaser. After 2 years of marketing with no offers, the broker significantly reduced her original
opinion of value to account for a potential sale of different parcels of the property.
15.

Prior to the petition date, the debtor marketed the Children’s Home Property for

over two (2) years. During the prepetition marketing period, the debtor did not receive any viable
offers to purchase the Children’s Home Property.
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Following the petition date, the debtor received two (2) offers to purchase the

Children’s Home Property. The first offer was for $5.1 million, with certain contingencies. The
debtor never accepted the first offer. After receiving Buyer’s offer (discussed below), the debtor
rejected the first offer in favor of a higher and better offer.
The Proposed Sale
17.

Monroe RE, LLC (the “Buyer”), an affiliate of Newport Healthcare and Newport

Academy, made an all cash offer to purchase the Children’s Home Property for $5.4 million.
Thereafter, on or about September 15, 2020, the debtor and Buyer entered into a Commercial
Purchase Agreement (the “PSA”) for the sale of the Children’s Home Property for $5,400,000.00.
A complete and authentic copy of the PSA is attached hereto as Exhibit A.1
18.

The debtor will assume the Catholic Charities Lease and the School District Lease

and, through the PSA, Buyer will take assignment of both leases.2 The debtor is not in default
under either of the leases.
19.

Buyer is not related to the debtor and the PSA has been negotiated in good faith

and at arm’s length.
20.

The Children’s Home Property will be sold free and clear of all liens, claims,

encumbrances, and other interests, except for the Catholic Charities Lease and the School District

1

One of the Buyer signature blocks on the PSA incorrectly identifies Buyer as Monroe MN,
LLC. This is a typographical error that will be corrected at closing. The buyer is Monroe RE,
LLC.
2

Notwithstanding this assignment, Catholic Charities has recently indicated a desire to
terminate the Catholic Charities Lease and has arranged to lease alternative space. Catholic
Charities desires to stay in the Children’s Home Property through December 31, 2020.
Accordingly, Catholic Charities has or will shortly file a Rule 4001(d) motion and stipulation
terminating the lease effective December 31, 2020. Buyer has consented to termination of the
Catholic Charities Lease and the December 31, 2020 move-out date.
5
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Lease, which will be assigned to Buyer. However, pursuant to the Catholic Charities Settlement
Agreement, Catholic Charities’ claims will attach to 100% of the net sale proceeds generated from
the sale.3
21.

The debtor employed Broker prior to the petition date. Broker has been actively

marketing the Children’s Home Property for several years. The PSA is the highest and best offer
Broker has received, and it is significantly higher than the Broker’s revised opinion of value.
22.

The sale is necessary for the debtor to raise the $22.5 million required to fund the

Plan and compensate survivors. All of the net sale proceeds will be used to compensate survivors
of sexual abuse.
23.

In light of the Broker’s opinion of value, the debtor’s knowledge of the Children’s

Home Property, and the circumstances of the market, in debtor’s business judgment, the PSA is
fair and reasonable, and it should be approved.
RELIEF REQUESTED
WHEREFORE, the debtor requests entry of an order:
A.

Approving the PSA;

B.

Approving the sale of the Children’s Home Property to Buyer;

C.

Approving the assumption and assignment of the Catholic Charities Lease

and the School District Lease;
D.

Authorizing the debtor to open a separate bank account at U.S. Bank, N.A.

to hold net proceeds pending confirmation of the Plan;

3

Under the terms of the Catholic Charities Settlement Agreement, the debtor is required to
keep the net proceeds in a segregated account, pending the Effective Date. To the extent required,
by this motion, the debtor also seeks authority to open a new account at U.S. Bank, N.A. to hold
the net proceeds.
6
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E.

Waiving the stay provision of Bankruptcy Rule 6004(h); and

F.

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

Dated: October 9, 2020.

QUARLES & BRADY LLP
/s/ 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 Debtors
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re:

Chapter 11

THE DIOCESE OF ST. CLOUD, a Minnesota
religious corporation,

Case No. 20-60337

Debtor.
MEMORANDUM OF POINTS AND AUTHORITIES IN SUPPORT OF MOTION FOR
AN ORDER (I) APPROVING ASSUMPTION AND ASSIGNMENT OF LEASES, AND
(II) APPROVING THE SALE OF REAL PROPERTY

The debtor submits this memorandum in support of its motion seeking approval of its
assumption and assignment of leases and the sale of real property.
I.

FACTS.
The facts relevant to this memorandum are set forth in the verified motion.

II.

LEGAL ARGUMENT.
A.

The court should approve the proposed sale because it is in the best interest of
the debtor’s estate and is a valid exercise of the debtor’s business judgment.

Bankruptcy Code § 363(b)(1) provides that a debtor in possession, “after notice and a
hearing, may use, sell, or lease, other than in the ordinary course of business, property of the estate
. . . .” 11 U.S.C. § 363(b)(1). To approve the sale of property outside the ordinary course of
business, the court need only find that the debtor’s decision to sell is supported by a sound business
justification. See In re Apex Oil Co., 92 B.R. 847, 869 (Bankr. E.D. Mo. 1988) (“[T]he sale
presents a lucrative business opportunity to the Apex estates and is based upon sound business
justifications. Accordingly, approval of the Acquisition Motion is appropriate under Section

9
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363(b) of the Bankruptcy Code, absent a showing of bad faith.”); Four B. Corp. v. Food Barn
Stores, Inc. (In re Food Barn Stores, Inc.), 107 F.3d 558, 567 n.16 (8th Cir. 1997).
Here, the Children’s Home Property is not encumbered by any liens and is not being used
by the debtor. Although a portion of the Children’s Home Property is currently leased to Catholic
Charities and the School District, the Buyer wishes to purchase the entire property and take
assignment of the leases.

The debtor will use the net sale proceeds to fund its plan of

reorganization.
In the exercise of its business judgment, the debtor believes that the proposed sale will
produce the highest return for the estate, with the least administrative burden. The debtor reached
this determination, in part, by analyzing the Broker’s opinion of value, which it believes to be
sound. Broker has marketed the Children’s Home Property for the debtor for a reasonable period
of time, both prepetition and during this case. However, the Children’s Home Property was
developed for a particular use and its layout is not suitable for the needs of many prospective
purchasers. Such properties typically attract few offers, and the Buyer’s offer is the highest and
best offer that the debtor received. Based on its marketing efforts and the limited number of
potential purchasers that could utilize the Children’s Home Property, the debtor believes that the
purchase price constitutes the fair market value of the Children’s Home Property.
The debtor believes that the price and terms set forth in the PSA are the highest and best
available. Additionally, the Children’s Home Property is not necessary for the debtor’s operations
and will merely burden the debtor with maintenance and utility costs if it remains on the market.
Moreover, the debtor has informed the unsecured creditors committee of the relief
requested herein and, given that the net proceeds will compensate survivors under the Plan, the

10
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committee consents to such relief. For all of the foregoing reasons, the sale contemplated by the
PSA should be approved.
B.

The sale of the Children’s Home Property should be free and clear of all liens,
claims, encumbrances, and other interests under 11 U.S.C. § 363(f).

Bankruptcy Code §§ 363(f) authorizes a debtor in possession to sell property of the estate
free and clear of all interests in such property if:
(1) applicable nonbankruptcy law permits sale of such property free and clear of
such interest;
(2) such entity consents;
(3) such interest is a lien and the price at which such property is to be sold is greater
than the aggregate value of all liens on such property;
(4) such interest is in bona fide dispute; or
(5) such entity could be compelled, in a legal or equitable proceeding, to accept a
money satisfaction of such interest.
11 U.S.C. § 363(f); see, e.g., In re Gaylord Grain L.L.C., 306 B.R. 624, 627 (B.A.P. 8th Cir. 2004);
In re Eveleth Mines, LLC, 312 B.R. 634, 649 (Bankr. D. Minn. 2004); In re Meill, 441 B.R. 610,
613 (B.A.P. 8th Cir. 2010). In this case, as previously noted, the Children’s Home Property is not
encumbered by any liens and the only interests in the Children’s Home Property are the Lis
Pendens, the claims asserted in the Catholic Charities Action, and the leasehold interests of
Catholic Charities and the School District. The debtor disputes the Lis Pendens and the claims
asserted in the Catholic Charities Action, thereby satisfying the fourth prong. Additionally, the
second prong is satisfied because Catholic Charities consents to the sale of the Children’s Home
Property. The debtor therefore requests that the sale of the Children’s Home Property be free and
clear of all liens, claims, encumbrances, and other interests.
C.

The Buyer is entitled to protection under 11 U.S.C. § 363(m).

Bankruptcy Code section 363(m) provides that the reversal or modification of a bankruptcy
sale on appeal does not affect the validity of the sale “to an entity that purchased or leased such
property in good faith, whether or not such entity knew of the pendency of the appeal, unless such
11
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authorization and such sale or lease were stayed pending appeal.” 11 U.S.C. § 363(m). A “good
faith” purchaser under that section is one who purchases assets for value, in good faith, and without
engaging in misconduct concerning the sale. In re Burgess, 246 B.R. 352, 355-56 (B.A.P. 8th Cir.
2000).
The PSA was negotiated at arms’ length. To the debtor’s knowledge, the Buyer is not
related to the debtor in any way. The sale is voluntary, for value, and each party is acting in its
own self-interest. The debtor believes that providing the Buyer with Section 363(m) protection
will ensure that closing of the proposed sale will occur promptly and that the debtor receives the
maximum price possible. Accordingly, any order approving the proposed sale should include a
provision that the Buyer is a “good faith” purchaser within the meaning of 11 U.S.C. § 363(m).
D.

The court should approve the assumption and assignment of
the Catholic Charities Lease and the School District Lease

The Bankruptcy Code provides that a debtor in possession may assume or reject unexpired
leases, subject only to court approval. 11 U.S.C. § 365(a) (the debtor in possession “subject to the
court’s approval, may assume or reject any executory contract or unexpired lease of the debtor”).
When considering whether to approve a proposed assumption of an unexpired lease, courts in this
jurisdiction apply a business judgment test. The business judgment test considers whether the
requested relief is in the best interest of the debtor’s estate. See Four B Corp. v. Food Barn Stores,
Inc. (In re Food Barn Stores, Inc.), 107 F.3d 558, 567 n.16 (8th Cir. 1997) (“Although the court
uses a business judgment test in deciding whether to approve a trustee’s motion to assume, reject,
or assign an unexpired lease or executory contract, this entails a determination that the transaction
is in the best interest of the estate.”); see also In re Crystalin, L.L.C., 293 B.R. 455, 464 (B.A.P.
8th Cir. 2003) (same). The business judgment test is not an onerous one and approval is ordinarily

12
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granted. See id. (Where a debtor in possession’s request to assume a lease “is not manifestly
unreasonable or made in bad faith, the court should normally grant approval.”)
Assumption of the Catholic Charities Lease and the School District Lease is a proper
exercise of the debtor’s business judgment. The debtor’s obligations under both leases are current
and the Buyer wishes to take assignment of both leases. Both leases further the debtor’s ministry
and mission by providing a facility for education of children in the community. Assuming and
assigning the leases will allow Catholic Charities and the School District to continue using a portion
of the Children’s Home Property for that purpose, while also monetizing the Children’s Home
Property to fund the debtor’s reorganization plan. Both tenants have consented to such assumption
and assignment. Because assumption is in the best interest of the estate and represents the debtor’s
sound business judgment, the court should approve assumption of the Catholic Charities Lease
and the School District Lease.
E.

Waiver of Rule 6004(h).

The debtor further requests that the fourteen-day stay that would otherwise be imposed by
Bankruptcy Rule 6004(h) be waived to permit the proposed sale to close as soon as possible after
entry of an order granting the motion. The PSA contemplates closing the sale on or about
November 9, 2020 as a material term of the Commercial Purchase Agreement. The debtor also
hopes to have the sale closed as far in advance of its plan confirmation hearing as possible, so that
it can more readily demonstrate feasibility. For these reasons, the debtor submits that it is
appropriate to waive the fourteen-day stay under Bankruptcy Rule 6004(h).
III.

CONCLUSION.
For the foregoing reasons, the debtor respectfully requests that the court enter an order
A.

Granting the motion;

B.

Approving the sale of the Children’s Home Property to Buyer;
13
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Approving the assumption and assignment of the Catholic Charities Lease and the

School District Lease;
D.

Authorizing the debtor to open a separate bank account at U.S. Bank, N.A. to hold

net proceeds pending confirmation of the Plan;
E.

Waiving the stay provision of Bankruptcy Rule 6004(h); and

F.

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

Dated: October 9, 2020.

QUARLES & BRADY LLP

/s/ 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 Debtors
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

In re:

Chapter 11

THE DIOCESE OF ST. CLOUD, a Minnesota
religious corporation,

Case No. 20-60337

Debtor.
ORDER (I) APPROVING ASSUMPTION AND ASSIGNMENT OF
LEASES, AND (II) APPROVING THE SALE OF REAL PROPERTY

This matter came before the court on the debtor’s Notice of Hearing and Motion for an
Order (I) Approving Assumption and Assignment of Leases, and (II) Approving the Sale of Real
Property. Based on the motion and the file,
THE COURT FINDS AND CONCLUDES as follows:
A.

This court has jurisdiction over the bankruptcy case, the sale motion, and the

transactions contemplated by the Commercial Purchase Agreement, and this order pursuant to 28
U.S.C. §§ 157(b) and 1334 and Local Rule 1070-1. This matter is a core proceeding as defined in
28 U.S.C. § 157(b)(2).
B.

The statutory predicates for the relief sought in the sale motion include Bankruptcy

Code §§ 105, 363, and 365, Bankruptcy Rules 2002, 6004, 6006 and 9014, and Local Rules 60041(e) and 9013-1 through 9013-3.
C.

Proper and adequate notice of the sale motion, the Commercial Purchase

Agreement, and the hearing on the sale motion has been provided or otherwise excused in
accordance with Bankruptcy Code §§ 102(1), 363 and 365, and Bankruptcy Rules 2002, 6004,
9006, 9007, and 9014, and Local Bankruptcy Rules9006-1(e), 2002-1(b), 2002-4(a), and 9013-
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3(a)(2). As a result, notice has been given that is proper and sufficient under the circumstances of
the sale motion.
D.

The debtor (through its court-approved broker) has marketed the subject property

and conducted the sale process thoroughly, fairly, and in good faith.
E.

A copy of the fully executed Commercial Purchase Agreement between the debtor

and the buyer is attached to the sale motion. In the Commercial Purchase Agreement, buyer has
designated, for assumption and assignment to buyer effective as of the closing date, all current
tenant leases at the subject property.
F.

After due and sufficient notice of the sale motion and the hearing thereon, there are

no pending objections to the sale motion or the sale, or such objections have been, and are hereby,
overruled.
G.

All requirements of Bankruptcy Code § 363(b) and (f), and any other applicable

laws relating to the sale of the subject property free and clear of all liens, claims, encumbrances,
and other interests pursuant to the Commercial Purchase Agreement and this order have been
satisfied.
H.

The Commercial Purchase Agreement was negotiated, proposed, and entered into

by the debtor and buyer without collusion, in good faith, and at arm’s length. Neither the debtor,
nor buyer has engaged in any conduct that would cause or permit the Commercial Purchase
Agreement to be avoided under Bankruptcy Code § 363(n), or otherwise.
I.

Buyer is a good faith purchaser under Bankruptcy Code § 363(m) and, as such, is

entitled to all of the protections afforded thereby.
J.

The consideration to be provided by buyer: (a) is fair and reasonable; (b) is the

highest and best offer for the subject property; (c) will provide a greater recovery for debtor’s

2
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creditors than would be provided by any other practically available alternative; and (d) constitutes
reasonably equivalent value and fair consideration under the Bankruptcy Code and under all
applicable non-bankruptcy law.
K.

The transfer of the subject property to buyer will be a legal, valid, and effective

transfer of the subject property, authorized pursuant to the Bankruptcy Code, and will vest buyer
with all of the debtor’s right, title, and interest in and to the subject property, free and clear of all
liens, claims, encumbrances, and other interests, except Catholic Charities’ claims will attach to
the net proceeds of such sale pending plan confirmation.
L.

The debtor may sell the subject property free and clear of all liens, claims,

encumbrances, and other interests because one or more of the standards set forth in Bankruptcy
Code § 363(f)(1)-(5) has been satisfied.
M.

Approval of the sale under the terms and conditions of the Commercial Purchase

Agreement and this order is in the best interests of the debtor, its creditors, its estate, and other
parties in interest.
N.

Each of the foregoing findings will be deemed a finding of fact if and to the full

extent that such finding makes and contains factual findings, and will be deemed a conclusion of
law if and to the full extent that such finding makes legal conclusions.
Based on the foregoing, and the entire record before the Court, and good cause appearing
therefor,
IT IS ORDERED as follows:
1.

The paragraphs contained in the foregoing preamble, findings, and conclusions are

incorporated by reference as operative provisions of this order and are approved as part of the
court’s ruling herein.
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2.

The sale motion is granted;

3.

All objections to the sale motion (if any) or to the relief requested therein that have

not been withdrawn, waived, or settled, and all reservations of rights included therein, are hereby
overruled on the merits.
4.

The Commercial Purchase Agreement between the debtor and Monroe RE, LLC is

approved and, pursuant to 11 U.S.C. § 363(b), the debtor is authorized to perform its obligations
under and comply with the terms of the Commercial Purchase Agreement and to consummate the
sale pursuant to and in accordance with the terms and provisions of the Commercial Purchase
Agreement and this order.
5.

The debtor is authorized to take all actions and execute and deliver all documents,

instruments, and agreements consistent with the Commercial Purchase Agreement that it deems
necessary or appropriate to implement and effect the sale of the property thereunder without further
order of this court.
6.

Except as expressly permitted or otherwise specifically provided in the Commercial

Purchase Agreement or this order, the subject property will be transferred to the buyer pursuant to
Bankruptcy Code §§ 105(a) and 363(f). Upon closing of the sale, the property will be free and
clear of all liens, claims, encumbrances, and other interests.
7.

The transfer of the subject property to the buyer pursuant to the Commercial

Purchase Agreement and this order constitutes a legal, valid, and effective transfer of the subject
property and will vest the buyer with all right, title, and interest of the debtor in and to the subject
property, free and clear of all liens, claims, encumbrances, and other interests; provided, however,
that Catholic Charities’ disputed interests in the subject property will attach to the net proceeds of
the sale.
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Upon consummation of the sale in accordance with the Commercial Purchase

Agreement and this order, Tri-County Abstract & Title Guaranty is authorized and directed to
distribute the sale proceeds only in the following manner: (i) for payment of any accrued and
unpaid real property taxes that are due and payable as of the closing date; (ii) for ordinary closing
costs for a sale of this nature to be approved by the debtor, which costs will include, among other
things, broker’s commission in the amount previously approved by the court in the order approving
the broker’s retention; and (iii) after the foregoing distributions are made, the remaining net
proceeds of the sale will be paid to the debtor to be held in a separate, interest-bearing account
pending further order of the court.
9.

The sale is not approved and will not close unless and until: (i) the court has entered

this order on the docket in this case; and (ii) the buyer has delivered its earnest money deposit
under the Commercial Purchase Agreement, in cash, to Tri-County Abstract & Title Guaranty.
10.

Because the transactions contemplated by the Commercial Purchase Agreement are

undertaken by the buyer in good faith, as that term is used in Bankruptcy Code § 363(m), the
reversal or modification on appeal of the authorization provided herein to consummate the sale
will not affect the validity of the sale to the buyer (including assumption and assignment of the
Catholic Charities Lease and the School District Lease), unless this order is duly stayed pending
such appeal.
11.

On and after the closing of the sale in accordance with the Commercial Purchase

Agreement and this order, no holder of an interest or any claim against the debtor may interfere
with the buyer’s title to, or use or enjoyment of the subject property.
12.

Pursuant to Bankruptcy Code §§ 105(a) and 365, and subject to and conditioned on

the closing of the sale in accordance with the Commercial Purchase Agreement and this order, the
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debtor’s assumption of the following leases and assignment of such leases to the buyer is approved
effective as of the closing of the sale and the debtor is not in default under either of the following
leases:
i.

That certain Lease dated January 1, 1999 between the debtor and Catholic
Charites of the Diocese of St. Cloud, as such lease was most recently amended
by that certain Lease Amendment and Services Agreement dated September 15,
2020.

ii.

That certain Real Estate Lease dated May 13, 2020 between the debtor and
District 742 Community Schools.

13.

In the event of any inconsistency between the terms and provisions of the

Commercial Purchase Agreement and the terms and provisions of this order, the terms and
provisions of this order will control.
14.

Each and every federal, state, and local governmental agency or department is

hereby directed to accept any and all documents and instruments necessary and appropriate to
consummate the transactions contemplated by the Commercial Purchase Agreement and this
order.
15.

The terms and provisions of the Commercial Purchase Agreement and this order

will be in all respects binding on, and will inure to the benefit of, the debtor, its estate, its creditors
and equity holders, Monroe RE, LLC and its affiliates, successors, and assigns (specifically
including any assignee of buyer’s rights under the Commercial Purchase Agreement as permitted
by the Commercial Purchase Agreement), and any affected third parties including, but not limited
to, all persons asserting an interest in the subject property to be sold to buyer pursuant to the

6
QB\163667.00003\64560339.4

Case 20-60337

Doc 95

Filed 10/09/20 Entered 10/09/20 20:32:56
Document
Page 36 of 39

Desc Main

Commercial Purchase Agreement and any subsequently appointed trustee under any chapter of the
Bankruptcy Code.
16.

The debtor is authorized to open a separate bank account at U.S. Bank, N.A. to hold

net proceeds pending confirmation of the Plan
17.

The fourteen-day stay provided for in Fed. R. Bankr. P. 6004(h) is waived and this

order will be effective immediately upon entry.
18.

This court retains jurisdiction to enforce and implement the terms and provisions

of this order and the Commercial Purchase Agreement and any amendments thereto, any waivers
thereof or consents thereunder, and each of the agreements executed in connection therewith in all
respects, including, but not limited to, retaining jurisdiction to: (a) compel delivery of the subject
property to the buyer; (b) compel delivery of the sale proceeds or performance of other obligations
owed to the debtor; (c) resolve any disputes arising under or related to the Commercial Purchase
Agreement; and (d) interpret, implement, and enforce the provisions of this order and the
Commercial Purchase Agreement.

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
religious corporation,

Case No. 20-60337

Debtor.
CERTIFICATE OF SERVICE

I, Jason D. Curry, declare under penalty of perjury that on October 9, 2020 I caused to be
served the foregoing Notice of Hearing and Motion for an Order (I) Approving Assumption and
Assignment of Leases, and (II) Approving the Sale of Real Property to each entity listed 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.gov
ustpregion12.mn.ecf@usdoj.gov

Thomas A. Janson
Janson Law Office
P.O. Box 795
St. Joseph, MN 56374
tom@jansonlawoffice.com
Debtor’s Special Counsel

Thomas B. Wieser
John C. Gunderson
Meier, Kennedy & Quinn
Town Square Tower
445 Minnesota St., Suite 2200
St. Paul, MN 55101
twieser@mkqlaw.com
jgunderson@mkqlaw.com
Debtor’s Special Litigation 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 A. Bryant
Bradshaw & Bryant, PLLC
1505 Division Street
Waite Park, MN 56387
mike@minnesotapersonalinjury.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
Ryan Murphy
Fredrikson & Byron, P.A.
200 South Sixth Street, Suite 4000
Minneapolis, MN 55402
jbrand@fredlaw.com
rmurphy@fredlaw.com
Counsel for St. Williams Living Center

David E. Runck
Fafinski Mark & Johnson P.A.
775 Prairie Center Drive
Suite 400
Eden Prairie, MN 55344
david.runck@fmjlaw.com
Counsel for Certain Parishes

Everett Cygal
Daniel Schufrieder
Schiff Hardin LLP
233 S. Wacker Drive, Suite 7100
Chicago, IL 60606
ecygal@schiffhardin.com
dschufreider@schiffhardin.com
Counsel for The Catholic Mutual Relief
Society of America

Christopher W. Harmoning
Jeffrey A. Peterson
Lathrop GPM
1010 W. St. Germain, Suite 500
St. Cloud, MN 56301
christopher.harmoning@lathropgpm.com
jeffrey.peterson@lathropgpm.com
Counsel for Catholic Charities for the
Diocese of St. Cloud

Robert T. Kugler
Edwin H. Caldie
Logan R. Kugler
Stinson LLP
50 South Sixth Street, Suite 2600
Minneapolis, MN 55402
robert.kugler@stinson.com
ed.caldie@stinson.com
logan.kugler@stinson.com
Counsel for Committee of
Unsecured Creditors

Kenneth C. Edstrom
Sapientia Law Group
120 South Sixth Street
Suite 100
Minneapolis, MN 55402
kene@sapientialaw.com
Counsel for Certain Tort Claimants

John H. Faricy
Faricy Law Firm, P.A.
120 South Sixth Street, Suite 2450
Minneapolis, MN 55402
jfaricy@faricylaw.com
Counsel for Faricy Law Firm, P.A.

Matthew B. Mattingly
Scott Lenz Jr.
Bradley
Roundabout Plaza
1600 Division St., Suite 700
Nashville, TN 37203
mmattingly@bradley.com
slenz@bradley.com
Attorneys for Monroe RE, LLC
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I, Jason D. Curry, declare under penalty of perjury that on October 13, 2020 I caused to be
served the foregoing Notice of Hearing and Motion for an Order (I) Approving Assumption and
Assignment of Leases, and (II) Approving the Sale of Real Property to each entity listed below at
the mailing address stated for each entity:
District 742 Community Schools
Attn: Amy Skaalerud or Carol O. Potter
1201 2nd Street South
Waite Parke, MN 56387

Office of the U.S. Attorney
600 U.S. Courthouse
300 S. Fourth Street
Minneapolis, MN 55415

City of St. Cloud
400 2nd St. S
St. Cloud, MN 56302

Minnesota Department of Revenue
Collection Enforcement
551 Bankruptcy Section
600 N. Robert Street
St. Paul, MN 55101

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

Internal Revenue Service
Wells Fargo Place
30 E. 7th Street
Mail Stop 5700
St. Paul, MN 55101

Internal Revenue Service
Centralized Insolvency
Operations Unit
P.O. Box 7346
Philadelphia, PA 19101

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

Secretary of State
60 Empire Drive, Suite 100
St. Paul, MN 55103
Dated: October 9, 2020.

QUARLES & BRADY LLP
/s/ 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 Debtors
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