City of Sandstone
EDA Meeting Minutes
June 25, 2025

CALL TO ORDER: 6:03 p.m.

ROLL CALL: Val Palmer, Julena Rahier, Peter Spartz, Randy Riley, Cassie Gaede
Members absent: Matt Anderson, Tim Schmutzer

Staff present: Executive Director Kathy George

Others present: Bill Kersey, Meghan Elliott

PLEDGE OF ALLEGIANCE

APPROVE AGENDA
Motion Riley, second Rahier to approve the Agenda with the following additions:

Item 6:
b. Resolution No. 20250625-02 Approving the WHDP Loan to New Rock, LL.C
c. Resolution No. 20250625-03 Approving Various Loans and Grants to New
Rock,LLC
d. Resolution No. 20250625-04 Supporting Early Start for the Redevelopment of the
Historic Sandstone School
Item 7:

e. MAVO Systems, Inc. — Application for Payment No. 2
Motion carried 5-0.

APPROVE MINUTES
Motion Rahier, second Palmer to approve the minutes of the May 28, 2025 Regular EDA
meeting. Motion carried 5-0.

PUBLIC HEARING/PRESENTATION: None
NEW BUSINESS:

Resolution No. 20250625-01 Approving Various Loans and Grants to New Rock, LLC

The City and City EDA have been working with Developer Meghan Elliott on the redevelopment of
the Historic Sandstone School into 32 units of workforce housing. The City has applied for, and
received, various grants and loans to facilitate the redevelopment. Some of these funds have been
used on Phase A (hazardous materials clean up, demolition, new roof) and some of these funds are
intended for the housing construction.

Developer Meghan Elliott reviewed the various funding sources with the EDA and the need for the
loan documents between the City and New Rock, LLC:

e Loan Agreement and Mortgage — Subordinate Loan from New Rock LLC (borrower) to the
EDA (lender) — essentially, New Rock is purchasing the Qualified Rehabilitation
Expenditures (QRE) that have been incurred during Phase A; the amount of the Subordinate
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Loan will be determined when the current abatement work is finished and total expenses are
known (no money is exchanged, but these expenditures qualify for the Historic Tax Credits).

e Loan Agreement and Mortgage - $3,950,000 Subordinate Loan from New Rock LLC
(borrower) to the EDA (lender) — this is the MHFA Workforce Housing forgivable loan.

e Loan Agreement and Mortgage — Subordinate Loan from New Rock LLC (borrower) to the
EDA (lender) — this is the non-DEED/Workforce Housing Development Program grant funds
that have not yet been disbursed at the time of closing; the amount will be determined just
before closing.

e Lender and Investor Side Agreement between the EDA (lender) and Minnwest Bank
(Investor) regarding the DEED funds - in order for Investor to feel comfortable making the
investment in New Rock (borrower) and being able to receive the benefit of the historic tax
credit, Investor desires that Investor and Lender come to an understanding with respect to
certain rights and obligations with respect to the Loan. The distinction between this loan and
the others is that this one has periodic loan payments vs the other loans that are all due upon
maturity.

¢ Elliott has submitted a request to MHFA to start construction prior to transfer of the property
and closing on all loans. The processes with DEED and MHFA are slow and cumbersome
and Elliott is concerned that pushing the construction start date back will delay the summer
2026 move-in plans. She learned with the Leonja project that Minnesotans don’t typically
move in the winter months. Work that could be done with an early start include: selective
concrete demolition at the first-floor concrete slab-on-grade to accommodate water and
sanitary piping, installation of major plumbing lines below grade, replacement of concrete at
the plumbing trenches, and selective demolition of interior masonry walls for new door
openings into future apartment units. The proposed early start date is July 14", The EDA is
also asked to consider approving the early start.

Revisions will be made to these documents as the closing date draws near; but, substantial changes
are not anticipated.

Motion Riley, second Rahier to approve Resolution No. 20250625-01 Approving Various Loans
and Grants to New Rock, LLC. Motion carried 5-0.

Motion Riley, second Rahier to approve Resolution No. 20250625-02 Approving the Workforce
Housing Development Program Loan to New Rock, LLC. Motion carried 5-0.

Motion Gaede, second Spartz to approve Resolution No. 20250625-03 Approving Various Loans
and Grants to New Rock, LLC. Motion carried 5-0.

Motion Spartz, second Rahier to approve Resolution No. 20250625-04 Supporting Early Start
for the Redevelopment of the Historic Sandstone School. Motion carried 5-0.

Historic Sandstone School

Braun Intertec Change Order No. 3 — Auditorium Asbestos
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While the contractor, Mavo, is on site, the City asked for a proposal to remove accessible
asbestos-containing materials in the auditorium. The additional cost to remove 40 linear feet
of thermal system insulation is $1,000. 50% of this expense can be covered by the DEED
redevelopment grant and the Revolving Loan Fund.

Motion Gaede, second Spartz to approve Change Order No. 2 for Braun Intertec to
remove accessible asbestos-containing material in the auditorium portion of the Historic
Sandstone School for $1,000. Motion carried 5-0.

Operation and Easement Agreement
At the May 28" EDA meeting, the EDA reviewed a term sheet which was used to define the
easement details for the auditorium, which will remain in the EDA’s ownership.

The auditorium has been split from the Historic Sandstone School because the EDA will
continue to own it and is pursuing redevelopment and reuse options (one option being the
Sandstone History Center). The new parcel of the auditorium includes only the structure. The
rest of the parcel remains with the Historic Sandstone School; therefore, an easement is
necessary for access to the auditorium.

The document has been forwarded to the City Attorney for review and comment; substantial
changes are not anticipated.

Motion Rahier, second Riley to approve the Operation and Easement Agreement
between the EDA and New Rock, LLC regarding the auditorium adjacent to the
Historic Sandstone School. Motion carried 5-0.

Parking License Agreement
At the May 28™ EDA meeting, the EDA reviewed a term sheet which was used to define the
parking details for the auditorium, which will remain in the EDA’s ownership.

The auditorium has been split from the Historic Sandstone School because the EDA will
continue to own it and is pursuing redevelopment and reuse options (one option being the
Sandstone History Center). The new parcel of the auditorium includes only the structure. The
rest of the parcel remains with the Historic Sandstone School; therefore, an easement is
necessary for access to parking.

The document has been forwarded to the City Attorney for review and comment; substantial
changes are not anticipated.

Motion Riley, second Rahier to approve the Parking License Agreement between the
EDA and New Rock, LLC regarding the auditorium adjacent to the Historic Sandstone
School. Motion carried 5-0.

MAVO Systems, Inc. — Application for Payment No. 2

Motion Palmer, second Gaede to approve Application for Payment No. 2 to Mavo
Systems, Inc. in the amount of $368,314.05 representing 100% of work completed on the
abatement project at the Historic Sandstone School, with 5% retainage held for the final
inspection. Motion carried 5-0.
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Historic Sandstone School — Project Updates

A ground breaking ceremony will be held August 9™ at 2:00 p.m. in conjunction with Quarry
Days. Old time mining equipment will be used for the photo opportunities.

Elliott is working towards transferring the property from the EDA to New Rock, LLC. This
involves many details to ensure that the housing funding sources are protected and all of the
various requirements are met.

Minnesota Housing Finance Agency (MHFA) has notified Elliott that the $2.3 million in State
Housing Tax Credits are considered a loan. Elliott is asking for reconsideration, as the project
cannot sustain any more loans.

The City will likely purchase the on-site cameras used by Mavo for ensuring that the interior
of the building isn’t vandalized during the interim period of Mavo finishing their work and
departing and ownership transferring over to Elliott. The cameras are only a couple of
hundred dollars and an app can be downloaded for monitoring. Elliott, PW Director Craige
Hiler and Administrator Kathy George will all have the app on their phones.

Bill Kersey
Bill Kersey addressed Developer Elliott and the EDA regarding a project he would like to

undertake to capture the process of the redevelopment of the Historic Sandstone School in a
documentary format. He was encouraged to proceed with his ideas.

Childcare Economic Development Grant

Pine County received a DEED grant to support adding new day care slots in the County. Pine County
Economic Development Coordinator Lezlie Sauter was working with Hinckley and Willow River to
spend these funds. The Hinckley project fell through; therefore, there are funds available which must
be used by June 30™.

Sauter met with the Quarry Kids Child Care Center. QKCCC Executive Director Megan Bennett
proposed some modifications to the two large classrooms, a plumbed sink in the infant room, a
bathroom for potty training in the toddler room, converting the garage into storage which frees up the
current break room for more child care space, various furniture and supplies, etc. These
modifications add up to about $150,000.

The grant funds available to spend by June 30™ total $123,129.32. QKCCC doesn’t have reserve
funds to be able to make these expenditures and wait for reimbursement. The EDA is asked to make
these expenditures and receive reimbursement from the County.

Administrator George stated that there will be a gap in the funding of approximately $40,000, once
all work is completed. Considering that some of the improvements are structural and stay with the

building, the City Council will be asked to incur the amount expended over the $123,129.32 grant.

The proposed improvements are expected to increase child care slots available at the center.
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Motion Rahier, second Riley to approve the EDA expenditures for the Daycare DEED grant
and receiving reimbursement from the County to make various improvements for Quarry Kids
Child Care Center. Motion carried 5-0.

Various Other Updates

Aaron Peterson Trucking — Business Park Lot

Aaron Peterson Trucking is planning to sell the property to a person who has applied for a
Conditional Use Permit to operate a cannabis indoor cultivation, manufacturing, wholesaling,
and testing facility. The public hearing is scheduled for July 9.

Ascertain Recovery / JC Bean Scene

Collection action has begun in an attempt to recover $21,045.04. A letter was sent to Carlette
Anderson asking for a payment of $250/month. No response has been received. The Revenue
Recapture option through the State of MN is being pursued.

Hometown Flips Geotechnical Evaluation Report

The Report has been received and doesn’t indicate any type of contaminated material. Four
samples were taken — two by the west side of the building (for a loading dock) and two further
west into the property. The Phase 1 Environmental Assessment Report and the Phase 2
Limited Environmental Site Assessment Report have been received. Braun Intertec noted that
some fill soil impacts were detected that would need to be managed as regulated fill if
encountered during future site work and/or earthwork. A more detailed review of these
documents (2-inches thick) is needed to determine exactly where these fill soil impacts are
located.

Northern Lights Express

Legislators have cut some of the funding earmarked for the NLX that is required to match
Federal funding. Lobbying efforts are underway to secure the rest of the funding. The set
aside is $194 million; I believe the legislators cut $76 million so far. Remaining funding may
have been moved from FY28 to FY30.

Economic Development Association of Minnesota (EDAM) Conference

On June 12", Palmer, Schmutzer, Samuelson and George participated in a panel discussion
during the EDAM conference, hosted by Mike Fischer, LHB. Everything went really well
and the panel represented Sandstone well.

League of MN Cities (LMC) Conference

On June 26™, Palmer, Riley, Rahier, Spartz & George will participate, along with Meghan
Elliott and the Initiative Foundation, in a break-out session regarding the redevelopment of the
Historic Sandstone School.

Billboard

The EDA discussed the current location of the billboard on I-35 and whether or not to add
another billboard further south. They also discussed whether to change the image/message on
the current billboard. Consensus was to look into enhancing the MN DOT signs for Exit 191
by adding more businesses to them.
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ADJOURN
Motion Gaede, second Rahier to adjourn at 7:55 p.m. Motion carried 5-0.

Valerie Palmer, President Kathy George, Executive Director
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