City of Wanamingo

Special EDA Meeting

Tuesday August 29, 2017
6:00 P.M.

Wanamingo City Council Chambers

401 Main Street

Wanamingo MN
PRESENT: Ryan Holmes, Jim Kittelson, Brian Gudknecht, Josh Schaefer, Brian Johnson  and Laurie Musselman
ABSENT: Stuart Ohr
ALSO PRESENT: Michael Boulton, Terri Lenz, and Alicia Hunt-Welch.

Jim Kittelson called the meeting to order at 6:01 p.m.

Pledge of Allegiance followed.
ADOPT AGENDA:  Johnson motioned, seconded by Gudknecht to adopt. Approved 6-0-0.
PRESENTERS: None 

NEW BUSINESS: 
Administrator Boulton provided s memo on the Cenex 4th Addition remaining parcel purchase proposal from Concast.  Concast has offered a cash purchase price of $354,013 (full cost of assessments and no land value) or roughly $35,500/acre for the 9.96 acres.  In the memo, the EDA Board was shown area fully developed industrial lot land going for prices between $82,000/acre to $218,000/acre in the communities of Chatfield, Byron, Kasson, and Stewartville.  Wanamingo is asking roughly $453,613 ($10,000/acre and $354,013 special assessments) or $45,500/acre for the 9.96 acres.  Board members discussed pro's and con's of the purchase price offer.  Kittelson stated that the project would not bring in a high number of new and/or high paying jobs.  He said that he would be more willing to adjust/write down asking prices if there were more guaranteed jobs.  Kittelson also stated that the current land was not on the tax rolls and something is better than nothing.  Schaefer asked if the proposed new construction project was a warehouse/curing area or additional production area.  Boulton stated that Ben Olson would answer the question in the conference call.  Schaefer also stated that both the EDA asking price and offer were well below surrounding communities prices for industrial land.  He stated that it is hard to compare each community and location, but that Wanamingo should not sell itself short.  Johnson stated that the EDA should not be forced in a position to discount being that these are the last EDA developed lots left.  Johnson and Kittelson stated that Concast's options were to expand here or build a new plant in a different location.  This option would be the cheapest for Concast in the short-term for expansion.  This will be a large factor in Concast's decision.   

A conference call was held between the EDA Board and Ben Olson, Concast President.  Olson gave a rundown of Concast current and future needs in regards to expansion.   The purchase proposal for the Wanamingo EDA lots is to get the total construction costs/total package down.  Getting the biggest bang for the buck by staying in Wanamingo compared with other location options.  The three commercial lots would be utilized as land for distribution of products/storage lot.  A steel frame 20,000 square foot addition would be added to the current facility across the road on the existing lots.  A minimum of 3-5 staff (new hires) would be added at the facility (4-7 additional could be added) at roughly $16/hour.  The facility has taken on more of the production since the Wanamingo Facility was opened.  The Wanamingo Facility was meant to take the burden off the Zumbrota Facility.  The Wanamingo facility now produces 60%-70% of the product.  Zumbrota produces smaller reinforced fibercrete products that are meant to be walked on.  The Wanamingo facility produces conventional/heavy casting that are meant to be driven on.  More and more of the market desires products that can be driven on.  The facility addition will take some time to be built and made into full production.  Construction would more than likely start in April/May 2017 for the addition and storage site preparation.  Concast will have no problem agreeing to stay the minimum five years if any business subsidy is provided by Wanamingo.
Additional question were asked by the EDA to Mr. Olson.  Holmes asked if Concast had intentions to build on proposed new site.  Olson said that Concast does not wish to split production locations by building a new site across the road.  The current facility has overhead hoists, cranes, and is set up for production.  The current facility is the logical location to add onto and modify.  Holmes asked which business would be buying the lots, Concast or Parrot Head, LLC.  Olson said that Cancast would be purchasing the lots from Wanamingo and in the next few years will be purchasing the existing facility and site from Parrot Head, LLC.  Schaefer asked in Concast would be open to putting up a barrier for esthetics/safety along MN TH 57.  Schaefer stated that the barrier could be a fence, dirt mound, or trees.  Olson said that he liked the idea of a tree line barrier.  Olson stated that Concast had hired a staff member for yard supervision in order to track and keep neat.  Boulton asked if Concast would be open to language in a purchase agreement for maintenance of ponds and drainage ditch.  Olson said that he would be open to Concast maintaining the ponds and ditch in a written agreement.  The EDA agreed to provide Mr. Olson and Concast a answer/counteroffer by September 12th.
Once the conference call was completed, the EDA discussed the proposal.  Johnson stated that there was no way contractors could get started in 2017 at the site.  Kittelson stated that he would like the site to either be built on the new lots or a larger expansion on the current location.  Tough giving up all three lots for the potential of more businesses on the site in the future.  Gudknecht stated that logistics made sense to build onto the current facility.  Kittelson stated that Concast had been cramped at the facility since the addition in 2014.  Johnson stated that the majority of work was now being completed in the region.  Concast is looking to expand out of the region in the future, but are not ready.  Concast needs additional space now, not when they are ready to expand out of the region.  Gudknecht state that Concast was not going to relocate outside of Wanamingo or Zumbrota without adding a new production facility.  Schaefer stated that it would be a great strategic move for Wanamingo and Concast to keep the site bare.  If Concast no longer exists in Wanamingo, the bare lot sites could be sold for development.  Schaefer also stated that he wished to see a privacy barrier (fence, dirt mound, or trees) along MN TH 57 in any purchase and development agreement for the lots with Concast.  Johnson stated that it would be nice for the facility to keep neat similar to other local businesses nearby (Jeff's Welding and Vertical Limits).  Gudknect stated that some sort of good faith reduction would seal the deal with Concast in regards to Wanamingo current asking price.  Schaefer stated that meeting in the middle - $5,000/acre land value ($50,000 instead of Wanamingo asking of $99,600 or Concast $0) would be sufficient to complete the deal.  We need to continue a great relationship with Concast, but we cannot give the land away.  We want to help Concast expand, but also protect the taxpayers.  Land goes for over $7,000/acre.  Wanamingo acquired the land at a cheap price back in the late 1980's.  However, no way to obtain more land for development for less than $10,000/acre.  Boulton stated that a maintenance agreement on the storm water pond and drainage ditch should included in any purchase and development agreement for the lots with Concast.  Kittelson stated that Wanamingo should make clear that it would be willing to give a greater subsidy if a larger building was being built or if Concast could guarantee more than 4-7 new jobs.  A motion was made by Schaefer to counteroffer Concast a purchase and development agreement that would include the full cost of assessments ($354,013) and $5,000/acre ($50,000); totaling $404,013 purchase price.  In addition, the Wanamingo EDA would expect a 20,000 square foot building addition to the current Concast facility, the storage site up kept, and at least 3-5 new jobs added with an average of $16/hours.  The agreement will also include a requirement for a privacy barrier (privacy fence, dirt mound, or tree line) along MN TH 57 and a maintenance agreement for the storm water retention ponds/drainage ditch on the Concast's current facility site and lots to be purchased from the Wanamingo EDA.  It was seconded by Johnson.  Passed 6-0-0.  If agreed to by Concast, a modified purchase and development agreement will be present to both parties for consideration at a future date (next meeting).
OLD BUSINESS:
There being no further business Holmes made a motion seconded by Musselman to adjourn at 7:03 p.m.  Approved 6-0-0.
________________________



______________________

Jim Kittelson, President




Michael Boulton, Director 
