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SUMMARY

The Minnesota Supreme Court considered whether parties to a stock sale could obtain rescission or
reformation after discovering that the corporation owned two vacant lots that were transferred with the
stock. The court held that rescission was unavailable under Minnesota precedent governing stock sales
and that there was mutual assent to transfer all of the corporation’s stock, including its assets. The
court also held that the parties failed to establish the elements required for reformation and affirmed

summary judgment for Washburn-McReavy.
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QUESTIONS PRESENTED

1. What standard of review applies to a grant of summary judgment determining equitable claims for

rescission and reformation when the material facts are undisputed?

2. Whether appellants were entitled to rescission based on mutual mistake concerning the assets transferred
in a stock sale.

3. Whether appellants were entitled to rescission based on lack of mutual assent.

4. Whether appellants established the elements required for reformation based on mutual mistake.

HOLDINGS

1. When a district court decides on cross-motions for summary judgment that the legal requirements for
rescission or reformation are not met based on undisputed facts, the appellate court reviews those legal

determinations de novo.

2. Rescission is unavailable where parties to a stock sale are mistaken about the nature, extent, or value of
the corporation's assets, absent fraud, inequitable conduct, or a mistake concerning the actual existence

or identity of the stock.

3. The parties objectively assented to the sale and transfer of all of Crystal Lake's issued and outstanding
stock, and that stock transfer included the corporation's assets, including the vacant lots; rescission was

therefore unavailable for lack of mutual assent.

4. Appellants were not entitled to reformation because they could not prove that the agreements failed to
express the parties' true intentions due to a mutual mistake; SCI had the contractual ability to exclude the

lots, and any failure to do so was at most a unilateral mistake without fraud or inequitable conduct.

KEY QUOTATIONS

“That standard of review does not change simply because the claims at issue are for equitable relief.” (861)

“A mistake relating merely to the attributes, quality, or value of the subject of a sale does not warrant

rescission.” (862)
“When viewed under an objective standard, there was mutual assent to sell the Crystal Lake stock.” (864)

“In reformation, a contract is modified to reflect the parties’ true intent, whereas in rescission, the entire

contract is voidable.” (865)

“A court cannot reform a contract based on a unilateral mistake unless there was some evidence of fraud or

inequitable conduct.” (867)

FACTUAL BACKGROUND

SCI sold all of its shares in Crystal Lake Cemetery Association to Corinthian, which contemporaneously agreed

to sell the shares to Washburn. Crystal Lake's assets included two vacant lots in Colorado and Burnsville, worth



approximately $2 million, but the parties did not know of the lots when the transactions were negotiated. The
stock sale agreement allowed SCI to remove assets not used in or related to the cemetery business, but SCI did
not remove the lots. After discovering the lots, SCI and Corinthian sought rescission and reformation to exclude

them from the transaction.

PROCEDURAL HISTORY

SCI and Corinthian sued Washburn seeking reformation and rescission of the stock sale and share purchase
agreements, contending that the parties did not intend to transfer two vacant lots held by Crystal Lake. The
district court granted Washburn summary judgment, concluding that appellants were not entitled to reformation
or rescission based on mutual mistake, and dismissed SCI's unjust-enrichment claim. A divided court of appeals

affirmed, and the Minnesota Supreme Court granted review and affirmed.
DISPOSITION

affirmed
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