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City of Sandstone  

EDA Meeting Minutes 

March 27, 2019 

 

CALL TO ORDER: 6:01 p.m. 

 

ROLL CALL:  Kester, Spartz, Franklin, Devlin, Palmer, Anderson and LaBounty      

Members absent: None 

Staff present:  Administrator George and Recording Secretary Nelson  

Others present: Steve Michel with Michel Commercial Real Estate Intl. Inc., Tyrone Grandstrand and Casey 

Lauderdale with Minnesota Housing Partnership 

 

PLEDGE OF ALLEGIANCE: 

Council, guests and staff recite pledge of allegiance. 

 

APPROVE AGENDA 

Motion LaBounty, second Spartz to approve the Agenda as presented.  Motion carried 7-0. 

 

APPROVE MINUTES 

Motion Palmer, second Spartz to approve minutes of the February 27, 2019 Regular EDA Meeting, the 

March 6, 2019 Special EDA Meeting, and the March 19, 2019 Special EDA Meeting.  Motion carried 7-0. 

 

PUBLIC HEARING:  

Steve Michel – Michel Commercial Real Estate Intl. Inc 
The City reached out to two commercial brokers and asked for their opinion of value regarding the Wild River 

Townhomes property – Colliers International and Michel Commercial Real Estate Intl. Inc. Both firms have 

provided their reports.  Steve Michel, President of Michel Commercial Real Estate Intl. Inc., was present to provide 

his brokers’ opinion of value to the EDA.  His company sells apartment buildings.  The price he suggests is 

$2,200,000 which comes out to be $61,111 per unit.  The cap rate (which is a measure through which real estate 

investments are assessed for their profitability and return potential) he is using is 6.5.  Everything is driven off of 

the actual income.  The purchaser will not get the PILOT program; therefore, their taxes will be higher.   

 

EDA Members asked Michel who or where he see as the market for a potential buyer?  The likelihood of needing to 

spread the net far and wide is not great, Michel stated.  He knows people that he would offer the property to.  The 

multiple listing services would not be helpful because someone from New York or Chicago would not be interested 

in a smaller property such as this.  Sandstone is in an Opportunity Zone, but that Federal law or guidelines have yet 

to be written.  The brokerage fee is 4%.  Administrator George appreciated Michel because he took the time and 

effort to come up and look at the property.   

 

Michel discussed the Senior Apartment building with the EDA as well, stating that a buyer of the Townhomes may 

be interested in that building as well, to take advantage of economy of scale.  He noted that he will likely be driving 

right past the building on his way to the Townhomes, so he is anticipating a buyer will ask.  EDA Members stated 

that they would consider the possibilities if the subject comes up.   

 

Motion Franklin, second Palmer to approve hiring Michel Commercial Real Estate Intl. Inc. to sell the 

Wild River Townhomes.  Motion carried 7-0. 

 

  



 

EDA Meeting Minutes – March 27, 2019 

Page 2 of 5 

Tyrone Grandstrand – Minnesota Housing Partnership  
The City applied for Technical / Capacity Building Assistance from Minnesota Housing Partnership regarding the 

redevelopment of The Rock. Community Development Manager Tyrone Grandstrand was present to review the 

Memorandum of Understanding and discuss other aspects regarding the project.  Community Development Manager 

Sarah Bellefuil and Community Development Officer Casey Lauderdale work with Grandstrand in research, policy 

(federal, state and regional) and community work.   

 

Grandstrand explained how Pine County’s economy effects housing.  The average rent for Pine County has not gone 

up 16% from 2000 to 2017.  The senior renter cost burden is among the least in Minnesota, at 38%.  However, 

Severe Renter Cost Burden is on the high side – 22% of people in Pine County are spending at least 50% of their 

income on housing.  The gap between how much rent has gone up (16%) versus how incomes have changed (-14%) 

is higher on the ranking (31%).   

 

MHP helps communities to access project funding resources, retain expert contractors, develop community 

engagement strategies, build new internal capacity, and provide financial assistance.  They work to actively build 

partnerships, work with the City and contractors to complete the project, and pay for some of the activities related to 

the project.  HUD requires that a community provides matching funds, which can also be grant funded. 

 

Grandstrand stated that the project doesn’t have to be housing, should the City decide not to include apartments in 

the redevelopment of The Rock.  MHP would still gladly help; however, it might prove to be more difficult to cash 

flow the project.  Grandstrand explained how the finances work.  He ran the numbers first using market rate - 

without using the affordable housing sources of financing.  He showed that it would not be financially feasible 

charging affordable rents and using quality materials and taking care of the property over the long term, without the 

various subsidy programs.  When the numbers were run using the tax credits, grants and other financing, he showed 

that the project could then become a viable possibility.  Grandstrand finished by explaining who could live in these 

types of dwellings -- those households and families earning up to 80% of adjust family median incomes.  

Sandstone’s average family medium income is $42,292. 

 

The EDA was presented with a Memorandum of Understanding.  During the period 1/1/2019 through 12/31/2021, 

MHP will work with the City to access project funding resources, retain expert contractors as necessary, develop 

community engagement strategies, build new internal capacity, and provide financial assistance. There is a match 

necessary from the City, which is $26,000.  Grandstrand stated that any funds the City spends on The Rock project 

will be counted as match, along with any grant funds that are received.   

 

Motion Palmer, second Franklin to approve the Memorandum of Understanding between Minnesota 

Housing Partnership and the City of Sandstone EDA.  Motion carried 7-0. 

 

NEW BUSINESS:  

Community Business Partnership Loan Program 

The City/EDA currently has the following programs for Economic Development: 

 

Community Economic Development Loan 

• Gap financing to supplement primary financing for new and expanding businesses 

• $50,000 maximum 

• 10-year payback maximum 

• Interest rate of 1% over prime 

Downtown Design Program 

• Improve appearance and economic climate of any commercial building 

• Grant of up to $500 – must follow Downtown Design guidelines 
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• Loan of up to $3,000 

• 3-year payback term 

• Interest rate is based on prime 

• This has not been used very often 

 
Administrator George suggested a program that allows business owners to make various other improvements 

geared towards improving or expanding their business. She modeled the program from a similar program she 

created while working for the City of Aitkin, called the Community Business Partnership Loan Program which 

provided: 

• Loans up to $15,000 

• Eligible improvements: exterior improvements, correct code violations, code updates, roof 

repairs, building renovations or expansions, energy efficient upgrades, purchase of capital 

equipment 

• 7-year payback maximum 

• 0% interest 

 

EDA Members noted concern with the 0% interest rate, stating that the Prime rate would be reasonable.  They 

also suggested loans of up to $20,000 and a shorter payback time. Others noted requirements for applicants to 

provide proof of the profitability of the business. 

   

Motion Devlin, second Anderson to create a Community Business Partnership Loan Program with a 

maximum loan amount of $20,000, with up to 5-yr payback maximum, using the prime interest rate, and 

adding the requirement that the applicant must demonstrate the ability to repay the loan and must be an 

existing operating business.  Motion carried 7-0. 

 

 

CONTINUING BUSINESS:  

Mobile Food Units 

The EDA reviewed a DRAFT ordinance licensing and regulating mobile food units and food carts in the City 

at the February meeting. Staff was asked to follow up with State laws/requirements regarding insurance.  The 

only thing the state requires is worker’s comp insurance.  Administrator George forwarded the insurance 

language to the City Attorney, asking what the bare minimum is that the City could get by with, which is 

basically CGL and automobile.   

 

In the DRAFT document itself, George removed the exception for ice cream and similar frozen snacks but 

added and exception for children conducting a lemonade stand with parents’ approval on their own property. 

The question came up regarding the gentleman selling ribs at the Victory Gas Station.  EDA Members felt that 

some exception is needed for sellers on commercial property and those catering a function on private property. 

George will work on the language of the ordinance and bring it back to the next EDA meeting. 

 

Habitat for Humanity/Tax Forfeited Properties 

Wayne Eller, Executive Director of East Central Minnesota Habitat for Humanity, gave a presentation to the 

EDA on March 6th regarding the work that Habitat does.  The City has acquired 5 tax-forfeited properties for 

the purpose of removing blight and encouraging in-fill development.  Eller expressed interest in working 

with the City to build Habitat homes in Sandstone. If the City is interested, Eller asked the City to consider 

the following: 

 

• Provide a survey for each lot 
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• Provide assurance that there are no environmental concerns on each lot 

• Waive SAC / WAC fees 

• Assist with Social Media campaign – getting the word out 

• Encourage local businesses to partner with Habitat on the projects 

• Provide Title insurance 

 
Eller stated that typically they also ask cities to waive the building permit fee; however, Eller noted that the City 

contracts for this service and, therefore, would have to pay the Building Official. Therefore, he is not asking for 

the building permit fees to be waived. 

 

The EDA would like to offer the properties for sale so that some of the money the City had to spend in cleaning 

up the properties could be recouped.  Because Habitat can only build two houses per year in a community, some 

EDA Members offered to sell three of the houses and give two to Habitat.   

 

Motion Palmer, second Franklin to let Habitat for Humanity choose two lots, but not 329 Minnesota.  

Motion 7-0. 

 

Motion Devlin, second Spartz to put the three remaining properties out for sealed bid and look at them 

on a case by case basis.  Motion carried 7-0. 

 

The Northspan Group Proposal 

EDA Member Spartz and Administrator George met with Karl Schuettler on March 19th  to discuss The 

Northspan Group’s proposal for services they provide to the City.  The proposal is for analysis of targets for 

potential development of a rail spur, with a budget of $5,200; business retention and expansion outreach, with a 

budget of $9,000; and ongoing support, with a budget of $800.  The total contract is not to exceed $15,000.  

George stated that she would prefer “not to exceed” language be added to each task.   

 

Motion Spartz, second La Bounty to approve the proposal from The Northspan Group to assist the City 

with economic development initiatives with the language change to “hourly not to exceed” and taking 

some of the budget and putting it towards ongoing support.  Motion carried 7-0. 

 

Various Updates 

The following updates were provided: 

• EDA Business Breakfast – April 11th from 7:00 – 9:00 a.m. Invitations are being distributed.  The 

event will be held at Pam Lewis’ new real estate office on Main Street. 
 

• Shovel Ready Status for the Business Park - The application has been submitted to DEED. They 

are asking for the following: 
 

o The Phase I ESA you provided is for a small area of the entire shovel ready site. Can you 

please provide a new Phase I for the entire 115 acres? Worth noting is that the provided 

Phase I does reveal that a LUST was identified at the Sandstone Municipal Airport, which is 

located on the site. I will be paying close attention to this LUST listing to ensure no 

contamination remains on the Property. 
 

▪ UPDATE: Staff is getting proposals for a new Phase I ESA; a Phase II may also be 

required; any contamination from the Leaking Underground Storage Tank must be 

cleaned up. 
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▪ ALTERNATIVE PLAN: Only get shovel ready status for the northern-most 

properties in the Industrial Park. 
 

o The City did receive $2,000 from the Minnesota Economic Development Foundation 
towards the application fee of $2,101. 

 

• Federal EDA Grant – Business Park Special Assessments 

o The final request for reimbursement for expenses incurred on the Business Park 

infrastructure project, along with all of the required close-out reports/documents, has been 
submitted. 

 

o This goes hand-in-hand with working on the final figures that are to be specially assessed 

against the properties in the business park – this work continues, with good progress being 

made. 
 

o George reported that the final documents and reimbursement request are very close to being 

approved by the Federal EDA.  She is expecting to receive about $85,000 more than 

anticipated due to contingency expenses that she added to the reimbursement request.   
 

• Opportunity Zones – Proposed guidelines have been released by the US Department of Treasury. 

The guidelines are geared towards investors. The City’s role in the program is unclear at this point. 
 

• Lunch & Learn – The second opportunity was provided on March 21st with the topic: Ask the 

CPA 2019 - Tax Advice for Small Businesses. Kris, Pete and Kathy attended.  The next 

opportunity will take place on April 18th, and the topic will be on branding your business. 

 

• NLX – there has been a lot of PR lately because Governor Walz including some funding for the 

project in his budget proposal.  

 

 

ADJOURN 

Motion Franklin, second Kester to adjourn at 8:10 p.m.  Motion carried 7-0. 

 

 

_________________________________________ 

Phillip Kester, Chair 

               

                  __________________________________________ 

        Kathy George, Executive Director 


