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SUMMARY

The Minnesota Supreme Court reviewed whether a commercial lessee could recover going-concern
damages arising from the condemnation of its leased restaurant and brewery premises. The court held
that the lease's condemnation clause terminated the lessee's interest in the property and therefore
barred recovery of going-concern damages. The court also held that the lessee failed as a matter of law
to establish a compensable loss under Minnesota's two-prong going-concern test and affirmed
summary judgment for the condemning authority.
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QUESTIONS PRESENTED

1. Whether the condemnation clause in Shannon Kelly's lease terminated the lessee's interest in the
condemned property and barred a claim for loss-of-going-concern damages.

2. Whether the district court properly granted summary judgment because Shannon Kelly's failed to
establish a compensable loss-of-going-concern interest under the two-prong Schutt test.

3. Whether the court or the jury must apply the Schutt factors to determine whether a compensable interest
was taken.

HOLDINGS

1. A lease provision terminating the lease upon condemnation and assigning all condemnation proceeds to
the lessor terminated Shannon Kelly's interest in the property at the time of condemnation and barred its
claim for loss-of-going-concern damages.

2. Shannon Kelly's failed as a matter of law to establish that its business could not be relocated as a
practical matter or that relocation would cause irreparable harm; therefore, summary judgment for HRA
was proper.

3. The court, not the jury, must apply the Schutt two-prong test as a matter of law to determine whether a
compensable interest exists before submitting the amount of damages to the jury.

KEY QUOTATIONS

“We hold that the condemnation provision in the lease agreement terminated Shannon Kelly's interest in the
property at the time of condemnation and therefore it did not have an interest in the condemned property.” (at
547)

“We conclude that the court, not the jury, has the power to apply the Schutt factors to determine whether a
compensable interest exists.” (at 549)

“We reverse the court of appeals and hold that the district court must apply the Schutt two-prong test to any
claim for loss of going concern as a matter of law before submitting damages to the jury.” (at 549)

FACTUAL BACKGROUND

Shannon Kelly's operated a restaurant and brewery at 395 Wabasha in downtown St. Paul, a property included in
the City's condemnation of Block 39. After the condemnation process began, Shannon Kelly's entered a lease
with the new owner containing a clause terminating the lease upon condemnation and assigning condemnation
proceeds to the lessor. Commissioners included $77,000 for going-concern value in the condemnation award, but



the district court granted HRA summary judgment after finding that the lease barred the claim and that the
business had not shown it could not relocate or would suffer irreparable harm from relocation.

PROCEDURAL HISTORY

The district court granted HRA partial summary judgment, concluding that Shannon Kelly's could not establish a
compensable loss-of-going-concern claim and that the lease's condemnation clause independently barred
recovery. The court of appeals reversed on the lease, relocation-benefits, and going-concern grounds. The
Minnesota Supreme Court granted review limited to whether Shannon Kelly's could recover loss-of-going-
concern value, reversed the court of appeals, and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

The court of appeals' decision was reversed and the matter was remanded for further proceedings consistent with
the Supreme Court's opinion, including the district court's grant of summary judgment for HRA.
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