
UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 

 
 
In re:             BKY No. 22-40635 
          Chapter 11 
Minnesota Athletic Apparel, Inc., 
 
   Debtor. 
________________________________ 
 
Minnesota Athletic Apparel, Inc. 
 
   Plaintiff, 
         ADV No. 22-______ 
 v. 
 
CentraCare Health System d/b/a 
CentraCare Health, 
 
   Defendant. 
 
 

COMPLAINT AND STATEMENT OF OBJECTION TO CLAIM  
 

INTRODUCTION 

 By the complaint in this adversary proceeding, the plaintiff, Minnesota Athletic 

Apparel, Inc. (“MAA” or the “debtor”) objects to proof of claim no. 10 filed by 

CentraCare Health System d/b/a CentraCare Health (“CentraCare” or the “claimant”) and 

seeks a determination of the amount, if any, of the claim; and a determination and 

declaration that CentraCare is indebted to MAA in the approximate amount of  

$12,300,000, authorizing the offset of the amount of the debt owed by CentraCare to the 

debtor against any amounts due by the debtor to CentraCare; and entry of money 

judgment against CentraCare. 

 This objection is brought as an adversary proceeding pursuant to Local Rule 

3007-1. 
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PARTIES; JURISDICTION 

1. MAA is the debtor-in-possession in these pending chapter 11 proceedings, having 

filed a petition for relief under Subchapter V of Chapter 11 of the United States 

Bankruptcy Code on April 22, 2022. 

2. The defendant, CentraCare is a creditor of the estate herein and filed proof of 

claim no. 10, asserting a claim in the amount of $11,964,750.00 (the “claim”). 

3. This action arises under 11 U.S.C. § 502, Rule 3007 of the Federal Rules of 

Bankruptcy Procedure and Local Rule 3007-1; and as stated in more detail below, 

the debtor objects to the allowance of the claim as filed. 

4. These proceedings involve “core” proceedings and “non-core” proceedings within 

the meaning of 28 U.S.C. §157.  

5. This court has jurisdiction over the parties and the subject matter pursuant to 28 

U.S.C. §§157 and 1337. 

FACTUAL BACKGROUND 

1. MAA is a Minnesota corporation which is engaged in the sale of branded 

apparel and other goods and merchandise.   

2. In part, in response to the COVID-19 crisis, and concomitant changes in its 

business, MAA modified its business to include the sale of personal protective 

equipment (“PPE”), such as masks and gloves. 

3. MAA entered into a series of contracts with CentraCare for the purchase and 

sale of PPE.   

4. At base, at issue in this adversary proceeding is an agreement dated April 20, 

2020 for the purchase and sale of two million N95 NIOSH respirators (the 

“Mask Contract”). 
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5. The parties made a separate agreement for the purchase and sale of nitrile 

gloves. 

6. MAA defaulted on its obligation to deliver gloves.   

7. MAA’s failure to deliver the gloves was the result of an outright fraud 

committed against MAA by its supplier.   

8. Those circumstances were the subject of pending pre-petition state court 

actions in which MAA has obtained judgment against its supplier for its 

breach, and CentraCare obtained a judgment against MAA for its breach of 

that contract.  (Consequently, CentraCare holds a judgment against MAA in 

the amount of $ 2,125,750 in Stearns County District Court file no. 73-CV-21-

448 in the matter of CentraCare Health System v. Minnesota Athletic Apparel, 

Inc. 

9. Unresolved in the state court litigation was the status of the Mask Contract 

10.   MAA delivered masks to CentraCare pursuant to its agreement. 

11. CentraCare purported to reject the masks delivered as non-conforming. 

12. MAA has consistently maintained that this rejection was wrongful, and that 

the masks conformed to the contractual requirements.   

13. At base, the dispute between CentraCare and MAA focused on whether the 

masks “fit”.   

14. The problem from MAA’s perspective is that CentraCare did not order masks 

in a variety of sizes in order to satisfy its apparent but unstated need for a 

variety of fits.  

15.  There was no specified size for the masks and no guaranty of “fit”. 
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16.   The only contractual specification was that the masks had to be “NIOSH 

N95” masks which are respirators approved by the National Institute of 

Occupational Safety and Health as filtering 95% of all airborne particles.   

17. Inherent in the NIOSH N95 standards is a fit testing; but those standards do 

not establish a specific sizing or fit.   

18. MAA maintains that it fully performed its contractual obligations in delivering 

masks that met all of the stated and applicable requirements of their 

agreement; and without limiting the foregoing, the masks delivered to 

CentraCare by MAA were NIOSH N95 compliant masks. 

19. In short, CentraCare had no grounds to allege breach -- it got exactly what it 

ordered; the problem was that it simply failed to order that which it apparently 

needed or wanted. 

20. These disputes were joined in the state court action.   

21. And, while CentraCare sued for breach, MAA counter claimed maintaining 

that it had performed, that CentraCare’s rejection was improper, and that 

MAA was entitled to judgment against CentraCare for the full amount of the 

contract price.     

 THE CLAIM 
  

22. CentraCare has filed proof of claim no. 10 in the amount of $11,964,750.00.   

23. The amount of the claim appears to include $2,124,750.00 on account of the 

extant judgment based on the gloves contract and $9,840,000 claimed to be 

due on account of MAA’s alleged breach of the Mask Contract. 
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STATEMENT OF OBJECTION TO CLAIM 

24. The plaintiff realleges and incorporates the allegations contained in the 

preceding paragraphs 1 through 23 above with all of the same force and effect 

as though fully set forth herein. 

25. The debtor objects to the allowance of claim no. 10 because it is not indebted 

to CentraCare in the amounts demanded. 

26. The basis for this objection is that the debtor did not breach the Mask 

Contract; CentraCare’s rejection of the products delivered was wrongful and 

in error. 

27.  Instead, CentraCare is indebted to MAA in the minimum amount of 

$2,460,000.00 

28. The debtor is entitled to setoff the amounts due to it by CentraCare in 

reduction of the amount of the extant judgment. 

AFFIRMATIVE CLAIMS FOR RELIEF 

29. The plaintiff realleges and incorporates the allegations contained in the 

preceding paragraphs 1 through 28 above with all of the same force and effect 

as though fully set forth herein. 

30. The Mask Contract is a binding and enforceable contract; enforceable in 

accordance with its terms, as supplemented by the parties’ course of dealing, 

industry, customs and standards and applicable provisions of the Uniform 

Commercial Code.   

31. MAA fully and properly performed its obligations under the Mask Contract.  

32. CentraCare is in breach of its obligations under the Mask Contract by having 

failed to pay the amounts due. 
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33. CentraCare’s rejection of the delivered masks was wrongful and improper 

because the masks were fully in conformance with the contractual 

specifications.   

34. CentraCare’s rejection was wrongful and in violation of Minn. Stat. §§ 336.2-

610 and 336.2-703. 

35. CentraCare had no good cause to reject the delivered goods nor to terminate 

the contract. 

36. Instead, apparently realizing that it had not ordered what it really needed; 

CentraCare attempted to graft terms and conditions onto a contract that was 

complete and entire; but CentraCare’s mistake does not constitute good cause 

for rejection; noir for termination of the contract.  

37. MAA has been damaged as direct and consequential result of CentraCare’s 

breach and wrongful rejection.   

38. Maa is entitled to recover its damages from CentraCare. 

39. For these and other reasons, CentraCare is indebted to MAA in the 

approximate amount of $2,460,000.00 

RELIEF SOUGHT 

40. The plaintiff realleges and incorporates the allegations contained in the 

preceding paragraphs 1 through 39 above with all of the same force and effect 

as though fully set forth herein. 

41. Because the claim is premised on the debtor’s alleged breach of contract, 

when in fact it was CentraCare who breached, claim no. 10 cannot be allowed 

as filed.   
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42. The only amount due to CentraCare is $2,124,750.00 on account of the glove 

contract.   

43. However, because CentraCare is in fact indebted to MAA, MAA is entitled to 

offset against the amounts due to it in reduction of the amount due by it to 

CentraCare. 

44. Consequently, the relief sought by MAA is as follows: 

• A determination and declaration that MAA fully and faithfully 

performed under the mask agreement; 

• A determination and declaration that CentraCare’s rejection of the 

masks and its purported termination of the Mask Contract was 

wrongful; 

• A declaration and determination that MAA has been damaged in 

amounts to be proven at trial, but which are estimated in good faith to 

be not less than $2,460,000.00; 

• Awarding a money judgment in favor of MAA against CentraCare; 

• Authorizing and directing offset of the amounts due MAA against 

CentraCare; and 

• Disallowing claim no. 10 in its entirety. 
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      Respectfully submitted,   

      Joseph W. Dicker, P.A. 

Dated: September 2, 2022   /e/ Joseph W. Dicker    
      Joseph W. Dicker (158264) 
      Suite 209 
      1406 West Lake Street 
      Minneapolis, MN  55408 

Telephone:  (612) 827-5941 
joe@joedickerlaw.com  
Attorney for Plaintiff 
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