City OF Sandstone 

EDA Meeting

April 2, 2008

Call to Order
The meeting was called to order at 6:00 p.m. by Chairperson Johnson.

Roll Call

Members Present:
Edmond, Johnson, Atterbury, Bonander

Members Absent:
Stadin

Staff Present:
Griffith, Hormillosa and Aaron Johnson, CATV.

Others present:
Tim Franklin, Dean Petersen, Chelsea Kitley, Sarah Sonsalla

ADDITIONS OR CORRECTIONS TO THE AGENDA

Motion Bonander, second Edmond to approve the agenda.  Motion carried 4-0.

APPROVAL OF MEETING MINUTES

Motion Bonander, second Atterbury to approve regular meeting minutes for February 20.  Motion carried 4-0.

PUBLIC HEARINGS

There were none.

SPECIAL ITEMS OF BUSINESS

Discussion with Sarah Sonsalla—City Attorney

Sarah Sonsalla, City Attorney, appeared before the Council to provide legal advice regarding two outstanding CED loans that are in default; the Lewis Dollar Store loan and the Rostamkhani Old School loan.  

OLD & CONTINUING BUSINESS

CED Loan—Lewis Dollar Store Loan

The EDA loaned Michelle and Franklin Lewis $15,000 in September, 2004 to assist the opening of their Dollar Store.  Due to building issues, the Dollar Store moved to a new location and the Lewis’s have been having trouble making their loan payments since then.  The EDA made an agreement with the Lewis’s that they could catch up on unpaid interest and start regular loan payments again in February.  As of March 31, 2008 the loan balance is $7,760.60, the last payment was January 7th, next payment is due April 7th, and the loan is $220.93 in the rear.  Sarah Sonsalla, City Attorney, informed the EDA that the EDA is in second position, with Woodlands Bank in first position with an $80,000 loan.  The provisions of the contract are such that the EDA cannot take any action against the Lewis’s without the approval of Woodlands Bank.  

Griffith pointed out that the EDA had two options—they could either continue to wait and see what happens, or they could notify the Lewis’s that the EDA would have a conversation with Woodlands Bank regarding collection on the defaulted loan.  Bonander pointed out the Lewis’s have paid nearly half the loan.  He noted that the economy in general is undergoing stress and that the months following Christmas are not good for retail.  He expressed concern regarding the lack of communication from the Lewis’s.  Johnson wondered how long the EDA should take a “wait and see” attitude.  She was also concerned that the EDA not have this same discussion again.  Atterbury remained convinced that the EDA could use some legal leverage against the Lewis’s to realize the remaining amount of the loan. 

Motion Bonander, second Edmond to authorize Staff to send a letter to the Lewis’s granting them a thirty-day extension and requesting that they provide a plan for becoming current on the Dollar Store loan.  A friendly amendment by Johnson, seconded by Edmond would include notification to the Lewis’s that if payment is not made and a plan is not provided, or if the loan goes into default again, that the EDA will contact Woodlands Bank regarding collection on the defaulted loan.  Motion carried 4-0.

CED Loan—Rostamkhani Old School Loan

The EDA loaned Manoucher Rostamkhani $50,000 in March of 2006 for develop a plan to re-use the elementary school building.  Payments on the EDA loan are current, however, Mr. Rostamkhani is in default on the Loan Agreement in that he is not current on his property tax and assessments and he has not provided the EDA with a written development plan.  The EDA is in first position on this loan and holds the mortgage, a promissory note, and a personal guaranty in addition to the loan agreement.  

Sarah Sonsalla, City Attorney, outlined the options available to the EDA: Declare the loan due and payable immediately, foreclose on the mortgage, in which the EDA would become the property owner, or take no action.  

Griffith pointed out that if the loan is paid off, the EDA has no say in what happens with the building.  If the EDA forecloses on the mortgage, they assume responsibility for back taxes, assessments owed, as well as insurance and security for the property.  The EDA members agreed that it cannot afford to assume control of the property.  They also agreed that action needs to be taken, and that they would like to recoup some of the loan money if possible.  

Motion Bonander, second Edmond to declare the loan due and payable in full in two weeks.  Motion carried 3-1. 

NEW BUSINESS

Consider CVAC Participation

Griffith informed the EDA of the Creating a Value-Added Community project.  This is training which helps community members work to enhance the economic development of their community.  

No action was taken at this time and Staff will request that a speaker from the group provide more information.  

NTI Regional Planning

The EDA has been a member of the Northern Technology Initiative.  It has been asked to host a community meeting.

Motion Johnson, second Bonander to authorize Staff to proceed with the arrangements to host an NTI community meeting and to assist in the sponsorship.  Motion carried 4-0.  

REPORTS

Marketing

Griffith informed the EDA that the Wild River website is almost ready and that the brochure is ready to be printed.  Two more units have been recently leased, and two more applications are pending.   

Motion Bonander, second Edmond to accept the reports as follows: Marketing report, and the Variance reports.  Motion carried 4-0.  

OTHER 

Griffith reminded the Council of the Golf Advisory Commission Meeting on Tuesday, April 8th at 7 pm; and the Great Lakes Management report on April 16th.  

ADJOURNMENT

Motion Johnson, second Atterbury to adjourn at 6:56 p.m.  
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