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STATE OF MINNESOTA IN DISTRICT COURT
COUNTY OF POLK NINTH JUDICIAL DISTRICT

)
) Court File No. 60-CV-25-1782
City of Fosston, )
)
Claimant, )
) FINDINGS OF FACT,
VS. ) CONCLUSIONS OF LAW
) AND ORDER
Essentia Health, )
)
Respondent. ) [Following 03/23/2026 Hearing)
)

FINDINGS OF FACT AND CONCLUSIONS OF LAW

L.
Identification of Claimant/Counsel of Record

The Claimant in this proceeding is the City of Fosston [hereinafter “City of Fosston,”
“Fosston,” “City” or “Claimant™].

The Claimant is: a body politic and corporate (public corporation); a municipality
(municipal corporation); a political subdivision; a unit of local government; and, a fourth class
city. See, generally: Minnesota Statutes, Chapter 410.

The Claimant has been represented in this proceeding by legal counsel: Jeffrey S.
Gleason, Erica D. Schultz and Brent A. Murcia of Crowell & Moring LLP, Attorneys at Law,

Minneapolis, Minnesota.
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II.
Identification of Respondent/Counsel of Record

The Respondent in this proceeding is Essentia Health [hereinafter “Essentia Health,”
“Essentia” or “Respondent”].

The Respondent is: a nonprofit domestic corporation with its registered office address in
Duluth, Minnesota. See, generally: Minnesota Statutes, Chapter 317A.! Essentia operates an
integrated, physician-led nonprofit health system of hospitals, clinics, long-term care facilities
and pharmacies in predominately rural communities in Minnesota, North Dakota and Wisconsin.

The Respondent has been represented in this proceeding by legal counsel: Todd A. Wind,
Amanda M. Mills and Margaret G. Severson of Fredrickson & Byron, P.A., Attorneys at Law,
Minneapolis, Minnesota.

1.
General Background Information

For more than 75 years, the City of Fosston has supported the operation and management
of a hospital that serves its residents and the surrounding community. In 1947, the City
established the Fosston Hospital Association to operate and maintain the hospital; that
Association later became a nonprofit corporation called First Care Medical Services (“First
Care”). Although the hospital is run by First Care, Fosston has provided consistent, material
support for First Care ever since its inception and has held a seat on First Care’s board since at
least 1986.

In 2007, First Care approached Essentia to explore the possibility of collaborating to

! See: Minnesota Secretary of State File Number 678610-2. The Court observes that the Respondent should
apparently not be confused with Essentia Health Fosston, which is an assumed name of First Care Medical Services.
See, generally: Minnesota Statutes, Chapter 333; and, Minnesota Secretary of State File Number 4010407-2.
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expand access to healthcare in Fosston. Given Fosston’s historic involvement in supporting First
Care and the hospital, the City also participated in the discussions with Essentia. For months,
First Care, Essentia and Fosston negotiated an agreement to formalize the terms of the
collaborative relationship. Those negotiations culminated in the execution of an Affiliation
Agreement dated November 1, 2009 [Exhibit A — Index No. 5] to which Fosston, First Care and
Essentia are each a party. The Agreement created a relationship between the parties by which
First Care came under Essentia’s control while remaining a separate entity, and the City
continued to have a recognized, vested interest in the provision of healthcare in the community
by receiving a permanent seat on First Care’s board and the right to terminate the relationship
between the parties.

Section 13 of the Affiliation Agreement sets out a three-step dispute-resolution process
for “resolving disputes regarding the foregoing provisions [of the Agreement].” [Exhibit A —
Index No. 5 — Paragraph 13.] First, the parties are required to conduct informal negotiations in
attempts to resolve any dispute. If those negotiations fail, the Agreement calls for mediation. If
the mediation also results in an impasse between the parties, the final step is arbitration. In
particular, the Agreement states: “Any Dispute which is not resolved by mediation . . . shall be
submitted to binding arbitration . . . .” [Exhibit A —Index No. 5 — Paragraph 13(c).] The parties
also agreed to “waive any legal or equitable rights to avoid arbitration or to seek a
remedy at law or equity as an alternative to arbitration.” [Exhibit A —Index No. 5 — Paragraph
13(c)(v).]

The present dispute between Fosston and Essentia began on November 26, 2024, when

Fosston sent a letter to Essentia notifying it of the City’s intent to terminate the Affiliation
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Agreement effective January 1, 2026. [Exhibit D to Index No. 19.] Over the next few months,
Fosston and Essentia exchanged a series of letters back and forth? before Fosston issued a formal
“written notice of dispute” on March 7, 2025, on the question of whether Fosston may terminate
Essentia’s affiliation with First Care. [Exhibit B — Index No. 6; and Exhibit H to Index No. 19.]

The parties then met for a negotiation pursuant to Section 13 of the Affiliation Agreement
on April 11, 2025. The parties were unable to reach a resolution through this negotiation and
agreed to proceed to mediation. On August 26, 2025, representatives from Fosston and Essentia
met in Fargo, Cass County, North Dakota, to mediate the dispute with Thomas S. Fraser.> The
mediation also failed to produce a resolution, and Mediator Fraser declared the parties at an
impasse.

Having exhausted the first two steps of the dispute-resolution process set forth in Section
13 of the Affiliation Agreement, on October 20, 2025, Fosston served Essentia with a Demand
for Arbitration. [Exhibit C — Index No. 7.] Essentia responded by letter on October 29, 2025,
taking the position that the dispute between the parties is not subject to arbitration. This matter,
proceeding, case and file was thereafter initiated.

IV.
Procedural Posture/Status of Matter, Proceeding, Case and File

On October 17, 2025, Fosston filed its Notice of Motion and Motion to Compel

Arbitration [Index No. 1]. In support of its Motion, Fosston filed a Memorandum of Law in

Support of City of Fosston’s Motion to Compel Arbitration [Index No. 2], with attached Exhibit

2 See, generally: Exhibit E, Exhibit F and Exhibit G to Index No. 19.]

3 Thomas S. Fraser served as a District Court Judge in the Minnesota Fourth Judicial District from February 03,
2014 through April 30, 2021. In his post-bench career as a mediator, he has developed a specialty in medical related
mediation. One of his higher-profile endeavors related to the negotiations between the University of Minnesota,
Fairview Health Services and M Physicians. The Polk County District Court observes that Judge Fraser was an
excellent resource for the attempted mediation process.
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A [Index No. 5], Exhibit B [Index No. 6] and Exhibit C [Index No. 7]. A number of other
submissions relating to the confidentiality of Exhibit A [Index No. 5] were also submitted.*

The case was originally assigned to the Honorable Anne M. Rasmusson, Judge of District
Court — Seat 11 — Ninth Judicial District. See: Notice of Case Filing and Assignment filed on
November 19, 2025 [Index No. 11]. On December 1, 2025, Judge Rasmusson issued and filed
an Order for Telephone Status Conference [Index Nos. 13-14]; this Order scheduled a Telephone
Status Conference for December 22, 2025. The Telephone Status Conference was held on
December 22, 2025; the Motion Hearing was scheduled for February 6, 2026. However, later
that same day [December 22, 2025], Governor Timothy J. Walz appointed Anne M. Rasmusson
to serve on the Minnesota Court of Appeals. Accordingly, on December 29, 2025, Judge
Rasmusson issued a subsequent administrative Order cancelling the February 6, 2026 Motion
Hearing and confirming that the case would be administratively reassigned [Index Nos. 16-17].

On January 22, 2026, the Respondent submitted the following items: Memorandum of
Law in Opposition to Motion to Compel Arbitration [Index No. 18]; Declaration of Amanda
Mills in Support of Essentia Health’s Opposition to Motion to Compel Arbitration (with Exhibits
A through E attached)[Index No. 19]; Declaration of Frank Modich in Support of Essentia
Health’s Opposition to Motion to Compel Arbitration [Index No. 20].

On February 5, 2026, the Court Administrator issued a Notice of Judicial Reassignment.
This item confirmed that the matter, proceeding, case and file would be assigned to Judge
Rasmusson’s eventual successor to Seat 11 of the Ninth Judicial District. See: Index No. 21.

After Claimant’s Lead Counsel of Record Brent A. Murcia contacted the Court

Administrator via correspondence on February 10, 2026 [Index No. 22], the case was treated as

4 Judge Anne M. Rasmusson appears to have deferred any action on the confidentiality requests. Judge Jeffrey S.
Remick has issued a relevant Order in Paragraph 2 of this item regarding the confidentially requests and agreements.

5



60-CV-25-1782

an “emergent case” [needing emergency attention]. The Court Administrator conferred with
Jeffrey S. Remick, Judge of District Court — Seat 18 — Ninth Judicial District, who agreed to hear
the pending Motion to Compel Arbitration on an emergency basis, with the Hearing scheduled
for 2:00 p.m. on Monday, March 23, 2026. See: Notice of Remote Zoom Hearing issued and
filed on February 17, 2026 [Index No. 23].

On March 16, 2026, Claimant filed a Reply Memorandum in Support of City of Fosston’s
Motion to Compel Arbitration [Index No. 24].

V.
Motion Hearing Held on Monday, March 23, 2026

The above-entitled matter, proceeding, case and file came before the Polk County District
Court for a hearing on Monday, March 23, 2026, in The Virtual Courtroom via Zoom.> The
hearing was a part of a Special Calendar. The Honorable Jeffrey S. Remick, Judge of District
Court — Seat 18 — Ninth Judicial District, presided over the hearing. The hearing was recorded in
Courtroom 3 of the Polk County Justice Center by Court Reporter Karen D. Boucher.

Counsel of Record appearing at the hearing were as follows: Jeffrey S. Gleason, Erica D.
Schultz and Brent A. Murcia — Counsel of Record for the Claimant; and, Todd A. Wind, Amanda
M. Mills and Margaret G. Severson — Counsel of Record for the Respondent. Also in attendance
at the hearing were: James “Jim” Offerdahl, Mayor — City of Fosston; Cassandra “Cassie” Heide,
City Administrator — City of Fosston; Stephen D. Larson, City Attorney — City of Fosston; and,

Frank M. Modich, Associate General Counsel for Essentia Health.

> The hearing was conducted via The Virtual Courtroom/Zoom mediums given the protocols established by the
Minnesota Judicial Branch governing continuing operations of hearings. See: Supreme Court Order No. ADM20-
8001 (filed April 19, 2022). See also: oneCourtMN Hearings Initiative Policy (Policy 525), effective June 6, 2022
(amended January 3, 2023).
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Claimant’s Lead Counsel Gleason and Respondent’s Lead Counsel Wind were allowed to
argue and present freely in relation to establishing a record for the Polk County District Court to
consider in relation to the presented motions, countermotions, responses, requests and issues.

The Court took the matter under advisement at the conclusion of the hearing; the matter
is presently before the Court for its consideration and decision.

The Court makes its findings and conclusions herein based upon: consideration of the
pleadings and supporting submissions on file with the Court; consideration of all written
submissions of counsel filed with the Court Administrator prior to the hearing; consideration of
the representations and arguments of counsel at the hearing; a complete review and consideration
of all of the filings, submissions, records and proceedings herein; and, a comprehensive review,
consideration and analysis of the relevant law. Given the foregoing, the Court now issues its
decision herein.

VL.
Relevant Law/Analysis/Conclusions

The matter, proceeding, case and file is primarily before the Polk County District Court
for: (1) interpretation of the 2009 Affiliation Agreement [Exhibit A — Index No. 5]; and, (2)
consideration and application of the provisions of the Minnesota Uniform Arbitration Act, which
is codified at Minnesota Statutes, Chapter 572B, and related case law.

Under the Minnesota Uniform Arbitration Act, threshold questions of arbitrability are for
the court to decide. The statute provides, in relevant part, that “[t]he court shall decide whether
an agreement to arbitrate exists or a controversy is subject to an agreement to arbitrate....”
Minnesota Statutes, Section 572B.06(b). Unless the parties clearly and unmistakably delegate

those issues to the arbitrator, the court retains authority to determine the enforceability and scope
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of the arbitration agreement. Glacier Park Iron Ore Properties, LLC, v. United States Steel

Corporation, 961 N.W.2d 766, 771 (Minn. 2021). The party seeking to compel arbitration bears
the burden of establishing that a valid and enforceable arbitration agreement applies to the

dispute at issue. Swanson v. Wilford, Geske, & Cook, No. 19-cv-117, 2019 WL 4575826, at *5

(D. Minn. Aug. 30, 2019). Minnesota Statutes, Section 572B.07 provides that a court “...shall
order the parties to arbitrate...” as long as they have an enforceable agreement to arbitrate.®
Here, the 2009 Affiliation Agreement expressly provides in relevant part: “Arbitration. Any
Dispute which is not resolved by mediation under paragraph (b) shall be submitted to binding
arbitration....” [Exhibit A — Index No. 5 — Section 13(c)]. The 2009 Affiliation Agreement,
when read with the relevant provisions of the Minnesota Uniform Arbitration Act,
unambiguously and mandatorily requires Fosston and Essentia to arbitrate any dispute regarding
the 2009 Affiliation Agreement, including any dispute over whether Fosston may terminate First
Care’s affiliation relationship with Essentia. The Minnesota Statutes support Fosston’s demand
for arbitration, as well as a mandatory requirement that the Polk County District Court orders
arbitration.

“Minnesota law favors arbitration.” Provost v. Lundmark, 15 N.W.3d 664, 669 (Minn. Ct.

App. 2024). “If a valid arbitration agreement exists, any ambiguities surrounding the scope of

issues subject to arbitration ‘must be resolved in favor of arbitration.”” Id. At 670 (emphasis

® Minnesota Statutes, Section 645.44, Subds. 1 and 16, provide:

“WORDS AND PHRASES DEFINED.

Subdivision 1. Scope. The following words, terms, and phrases used in Minnesota Statutes or any
legislative act shall have the meanings given them in this section, unless another intention clearly appears.

Subdivision 16. Shall. ‘Shall’ is mandatory.”
[Italics and underscoring added for emphasis.]
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added) (quoting Churchill Environmental & Industrial Equity v. Ernst & Young, L.L.P., 643

N.W.2d 333, 337 (Minn. App. 2002)). Here, there is no dispute as to whether an arbitration
agreement exists; the 2009 Affiliation Agreement is unambiguous in that regard. Rather, the
parties’ only disagreement is whether this specific dispute falls within the scope of the arbitration
agreement—i.e., whether the parties must arbitrate whether Fosston is permitted to terminate the
2009 Affiliation Agreement and end Essentia’s affiliation with First Care.

The parties’ agreement to arbitrate here is broad, and it applies to any dispute related to
the terms of the 2029 Affiliation Agreement. Specifically, the arbitration provision clearly states
that “any Dispute which is not resolved by mediation . . . shall be submitted to binding
arbitration.” [Exhibit A — Index No. 5 — Section 13(c)]. “Dispute” is not defined in the
Agreement, but when the arbitration provision is read in the broader context of the dispute-
resolution section, it is evident that the disputes subject to arbitration are those “regarding the
foregoing provisions” of the Agreement. [Exhibit A —Index No. 5 — Section 13].

Courts consistently hold that arbitration clauses like the one here “encompass a broad

array of disputes.” Provost v. Lundmark, 15 N.W.3d at 670-71 (collecting cases); see also Onvoy,

Inc. v. SHAL, LLC, 669 N.W.2d 344, 351-352 (Minn. 2003) (“agreeing to arbitrate claims

‘arising under’ the contract” is “broad enough to encompass some issues regarding contract
formation”). Indeed, “when parties use broad arbitration clauses . . . courts enforce those clauses
as written and the parties will need to carve out any issue they do not want to go to arbitration.”

Glacier Park Iron Ore Properties, LLC, v. United States Steel Corporation, 961 N.W.2d 766,

772 (Minn. 2021).
Here, Fosston seeks to arbitrate whether it may terminate the 2009 Affiliation Agreement

and the relationship it created between Fosston, First Care and Essentia. The 2009 Affiliation
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Agreement does not exist separate from its provisions, so a dispute over termination necessarily
relates to the provisions of the 2009 Affiliation Agreement. Thus, the parties’ dispute is related
to “the foregoing provisions” of the Agreement, and the dispute falls within the scope of the
parties’ 2009 agreement to arbitrate.

The Polk County District Court finds, concludes and summarizes that arbitration is
supported by: (1) the express terms of the 2009 Affiliation Agreement; (2) the relevant
Minnesota Statutes; and (3) the relevant Minnesota case law. The Court accordingly finds and
concludes that an Order should be issued and filed compelling Essentia to arbitrate the issues

raised in Fosston’s Demand for Arbitration dated October 20, 2025 [Exhibit C - Index No. 7].

10
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Based on the foregoing, the Court now issues and files the following:
ORDER
IT IS ORDERED:

1. The Claimant’s Motion to Compel Arbitration’ is GRANTED. Respondent Essentia
Health shall arbitrate any and all claims brought by Claimant City of Fosston in the
Demand for Arbitration® [or any relevant future amendment thereto] which was served

upon Respondent Essential Health on or about October 20, 2025.

2. Effective retroactively to November 17, 2025, the following item on file with the Court
Administrator shall be treated as confidential and shall not be available to the public:

Affiliation Agreement dated November 1, 2009 [Exhibit A — Index No. 5].°

3. The Court Administrator shall grant future oversight and management of this matter,
proceeding, case and file to the Honorable Max W. LaCoursiere, Judge of District Court —
Seat 11 — Ninth Judicial District.

LET THE ORDER BE FILED AND DISTRIBUTED IN ACCORDANCE WITH MINNESOTA

LAW Remick, Jeffrey

XY s (5 dorz_ 20260620 18:48:50
-05'00'
Jeffrey S. Remick, Judge of District Court

Dated: June 20, 2026

7 See: Motion to Compel Arbitration filed on November 17, 2025 [Index No. 1].

8 The Demand for Arbitration is filed as Exhibit C - Index No. 7.

9 This item is Exhibit A to the Claimant’s Memorandum of Law in Support of City of Fosston’s Motion to Compel
Arbitration filed with the Court Administrator on November 17, 2026 [Index No. 2]. It is unclear why the Motion to
File Document as Confidential was not attended to when the case was originally filed on November 17, 2025.
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