South St. Paul

EDA WORKSESSION AGENDA
SSP City Hall
125 3rd Avenue North
Monday, May 14, 2018
6:30 p.m.

AGENDA:

1. Economic Development Advisory Board Vacancy (No Attachment - discussion
only)
2. 450 Armour Avenue – Development Interest
3. Discussion - Temporary Lease Agreement with Park Construction
4. EDA-Owned Properties Update/Discussion
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Agenda Item: 450 Armour Avenue – Development Interest
Desired Outcomes:
At the May 14 meeting, we’re looking for the EDA to respond to the following issues:
•
•
•

Is there EDA interest in selling the property to the developer for industrial office/warehouse
condominium use?
If so, what is the EDA’s position on the structure of a deal?
Is the EDA supportive of removal of the 1918 Armour entry monuments from the property?

Overview:
The EDA owns an approximately 3.9 Acre vacant property at the southwest corner of Armour Avenue
and Hardman Avenue North in the BridgePoint Business Park (see Orientation Map). This property is
comprised of two tax parcels and, in staff’s opinion, its unconventional configuration (it’s effectively a
triangle) and the presence of two large monument structures about midway through the Armour Avenue
frontage have served to somewhat confound development interest in the site. However, we have begun
active discussion with a developer who is interested in acquiring the property and developing an
industrial office/warehouse building. As the site presents some unique challenges and questions, and the
developer is suggesting a unique approach to the deal structure, staff is seeking EDA input and
direction so that we can determine whether to proceed or not
Background of the Development Site:
450 Armour Avenue was acquired by the Housing and Redevelopment Authority of South St. Paul
(HRA) over 25 years ago. Historically, the property was a part of the much larger Armour complex
which fronted the Mississippi River, although with the exception of the two entry monuments which
still stand today, no structures are known to have ever stood on the property. The property was
generally used for surface parking and outdoor storage during the Armour years, and has remained
vacant and zoned “Industrial” for the entire time that the HRA/EDA have owned it.
From the early 1990s through the early 2000s, a number of actions created the layout of the
development parcel as we see it today, most notably:
• The creation of a new public road (Armour Avenue) on an alignment slightly north of the
previous private Armour Avenue;
• The preservation, in place, of two masonry and stone gate monuments to mark the historic
gateway to the Armour plant; and
• The realignment of Hardman Avenue from an alignment that ran along the eastern edge of the
FOK/Sportsman’s Guide building to the current alignment to the east.
Upon its acquisition, the HRA conducted significant predevelopment due diligence on the site,
including Phase I and Phase II environmental assessments and mitigation activities, site grading and the
establishment of two stormwater management areas (at the northeast corner and southern tip), and – in
partnership with a previous buyer/developer – some geotechnical soil correction, generally to
accommodate an approximately 30,000 square foot building footprint along the Hardman Avenue
frontage. In essence, these steps have left the site in a mostly “shovel-ready” condition for development,
with a few notable caveats:

•
•
•

Any building(s) constructed on site will need to install a sub-slab vapor mitigation system, per
MPCA review and requirements;
If the building design does not follow the previously proposed alignment along Hardman
Avenue, it is likely that additional geotechnical soil correction will be needed; and
The gate monuments located along the Armour Avenue frontage present a practical challenge
to effectively meeting the City’s required Floor Area Ratio standard of 0.2, building
placement/orientation, parking/loading, and site circulation.

About the Proposed Development:
Staff has been approached by a developer to explore the potential of developing the site with a roughly
42,000 square foot one-story office/warehouse (30% / 70%) building, subdivided as condominiums for
sale to individual small businesses. This developer has effectively delivered a similar product type in
South St. Paul in the past, and believes that the market is ripe for more of this product type. Condo units
could range from as small as 2,000 square feet to 15,000 square feet or more (if adjacent units were
combined). Staff believes that this range of unit sizes would be attractive to a variety of business types
that would fit well within the light industrial setting of the park, and in practice we’d estimate that 70%
of the inquiries we receive are for these generally smaller “entry-level” spaces (which are in relatively
short supply in our market).
While the building would primarily be oriented to cover the Hardman Avenue frontage of the lot, as a
single-story at an estimated 27,000 square feet it would not meet the City’s FAR requirements while
still being marketable (in terms of unit dimensions), economically viable/efficient, and meeting the
City’s setback requirements. Thus, the developer acknowledges the need to provide additional floor
area to maximize the development potential of the site. To this end, the developer has contemplated
another “wing” of the building versus going vertical, and would like to gauge the EDA’s/City’s appetite
for removal of the entry gate monuments.
Because there are developments of a similar nature in very close proximity to this site, we have the
benefit of understanding their appeal in the marketplace as well as how they tend to function and,
importantly, their impact on the property tax base. Focusing purely on the property tax base question,
we examined the average value and property tax payments for the existing BridgePoint Condominiums
to provide an estimate of what the impacts of the proposed 42,000 square foot office/warehouse might
be. For Pay 2018, the existing condo developments generated an average value per square foot of
$91.16 and an average property tax payment per square foot of $2.83. By these metrics, staff estimates
that the property, which is currently tax exempt, would add about $3,850,000 to the City’s property tax
base and generate an additional $119,000 in additional annual property tax (an estimated 25% of that
would hit the City’s general levy upon decertification of the Concord TIF).
Options for Structuring the Deal:
In discussion with the developer, Staff feels that it is unlikely for a “straightforward” deal structure to
compel the developer to move forward with a project. The key factors that contribute to the need to get
creative with this deal are:
• The expectation that additional soil correction and vapor mitigation will be required;
• Because it’s a condominium, units will need to be marketed and sold (versus leased), which may
increase the exposure, vacancy, and carry time for the developer and drag out the recapture of
acquisition and development cost; and
• The developer feels (and, frankly, staff agrees) that to maximize the site, the gate monuments
need to be removed from the site. Somebody has to pay for this.

A handful of alternative approaches to structuring a deal are presented below. Staff is hopeful that
among these, the EDA can identify an approach or combination of elements of these approaches to
facilitate moving into more formal discussion and negotiation with the developer.
Option A – At-Market Purchase and Sale Agreement
The “straightforward” approach and most beneficial to the EDA would be to enter into a purchase
agreement with the developer at the “Market Price” of $435,000 and proceed to a cash closing. For the
reasons noted above, it is unlikely that this approach will compel the developer to move forward with
the project without concessions such as paying for geotechnical and/or environmental costs and/or
relocation of the gate monuments. Even if such concessions are made, as pointed out in the next option
the developer’s pro forma does not pencil given a market acquisition cost.
Option B – Write-Down with Deferred Payment of Acquisition Cost
The developer has prepared a preliminary project budget and pro forma and has indicated that, pending
additional due diligence related to the additional floor area and any geotechnical soil correction needed
for that site, the development can support a land acquisition price of no more than $1.60/square foot
($270,000). Furthermore, because the project would be a “For Sale” product versus “For Lease”, the
developer has asked if the EDA would consider deferred payment of the acquisition cost commensurate
with meeting certain sales thresholds for the project. This approach would share some similarities with
the recent Kaposia Club transaction, where the EDA provided a forgivable loan for the purchase price
of the property, with the modification that we would only write-down the acquisition cost partially and
the loan would be structured to allow for a deferment of payment for a period of time rather than full
forgiveness.
Option C – Deeper Write-Down with Cash Closing
If the EDA would prefer to avoid the necessity of relying on the sale of units in the future before
receiving payment for the acquisition, one option could be to offer a deeper write-down of the land but
require that closing and payment take place within a reasonably short time period. This option would
seem to provide the EDA with significant leverage in assigning responsibility for site work
(environmental, soil correction, gate monument relocation) to the developer and may simplify the deal.
That said, the EDA may wish to explore whether alternative/outside sources of funding could be
pursued for any of these potential project costs before considering write-down of predevelopment costs.
Option D – Walk Away
The above options all assume that the EDA is in agreement that a multi-entity office/warehouse condo
project is right for the site. During the course of the HRA’s ownership, there was at least some early
interest in seeing the site developed with “high-finish” office uses. Or, perhaps, the EDA envisions this
site as an owner-occupant industrial or office facility. While to date neither of these types of
development have materialized and unfortunately we have not attracted such interest in my tenure,
perhaps the EDA feels it is in their best interest to hold this property for such uses and respectfully
reject the current developer’s interest in office/warehouse at this site. From my perspective, the site is
not ideally situated, located, or oriented for high-finish office in today’s office market where amenityrich, mixed-use, and higher density environments tend to be leading the way and a trend towards fewer
square feet per employee tends to be shrinking the overall footprint of office metro-wide. From an
owner-occupant build-to-suit perspective, the site certainly has its merits but its physical limitations
(shape, configuration, orientation) will continue to challenge the market to deliver a product that
provides as much benefit in terms of tax base as the proposed office/warehouse condo.
The Armour Gates:
The 1918 brick and limestone towers mark the historic entry point to the Armour & Co. Meat Packing
Campus that provided decades of employment and economic activity to South St. Paul. They represent
virtually the last physical reminder of the industry that for the most part created and for a century

defined our City. In this regard, it is understandably important that we honor and protect that history.
However, the monuments themselves are not significantly utilized by the community at large, or even
the business park community. They have not been effectively cared for by the HRA and now the EDA,
and are showing signs of deterioration. They appear as forgotten and misplaced relics within their
current context, and present a practical challenge to effectively improving the surrounding site to its
highest potential.
Staff is not, in any way, suggesting that we should rush to discard these important and striking
monuments to our history. But there are alternatives to the status quo that should be considered. Could
the monuments be relocated to a more practical and publicly visible/accessible location, such as an
existing gateway or public space? Could their historic significance be honored through replication
and/or integration within this development site and/or the development? We are hopeful that the EDA is
open to considering how we might maximize both the potential of the industrial development site in
question AND the potential to celebrate the history that these monuments represent.
With the caveat that Staff has not commissioned an in-depth analysis of the existing towers, we have
engaged a number of contractors to provide a general estimate of costs to relocate or replicate the
existing monuments. Relocation intact of the features to a location in relative proximity is estimated at
between $250,000 - $300,000. Replication of the features at about a 75% scale but utilizing consistent
materials and design with the originals is estimated at $500,000 - $550,000.
Funding Sources and other fiscal considerations:
The property is located within the Concord Street No. 2 Tax Increment Finance District, therefore any
sales proceeds would go to the TIF. Public costs, if any are negotiated as a part of the deal, would likely
be sourced from any combination of County and State grants, Tax Increment Finance
Balance/Revenues, and Development Loan programs.
The property is currently exempt from property taxes, and has been for at least 25 years. Using existing
comparable development as a barometer, it is estimated that an office/condo project of 42,000 square
feet would generate over $115,000 per year in total property tax payments.
Attachments:
Orientation Map
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PARCEL SIZE (Total): 164,511 SF (3.8 Acres)
DIMENSIONS (Approx.): Irregular – 450’ frontage on Armour Ave.; 700’
Frontage on Hardman Ave. (curve)
ZONING: Industrial (I)
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Agenda Item: Discussion – Temporary Lease Agreement with Park Construction
Desired Outcomes:
At the May 14 meeting, we’re looking for the EDA to direct staff to prepare a temporary lease
agreement with Park Construction Company for construction management functions at the EDA-owned
property at 12th and Southview.
Overview:
Park Construction Company was awarded the bid for the Southview Boulevard Reconstruction Project,
a project that will extend throughout the summer fall of 2018. Park’s leadership has approached staff to
request permission to utilize a portion of public property throughout the course of the project for their
project trailer and, potentially, some material and equipment storage. Specifically, they are asking
whether the EDA-owned property at the northwest corner of 12th and Southview could be made
available for this purpose.
The EDA continues to hold this property for redevelopment, however there has been limited interest
from the market in a project here. Staff believes that the completion of the Southview reconstruction
will help to usher in more development interest in this site in the future. In the short-term, however, the
site is very likely to remain vacant and mostly invisible to the market, and our primary relationship with
the site will be to maintain the lawn and collect the $50/month in rent from Kaposia Convenience
Center for parking rights over “the westerly side of” the vacant lot.
Staff suggests that the EDA enter into a temporary lease agreement, to include (at minimum) the
following provisions:
•
•
•
•
•
•
•
•

Lease term from time of execution through October 31, 2018
Lease rate of $50/month
Any extension beyond initial term as a mutual option at $250/month
Tenant to release EDA/City from any/all liability and carry full liability coverage
Tenant to maintain site during occupancy (mow the grass)
Tenant to restore site to pre-disturbance condition
Tenant cannot encroach upon Kaposia lease area
Tenant to keep all personal property and equipment at minimum 50’ from north property line
(residential neighbor)

Funding Sources and other fiscal considerations:
No EDA/City expenses are anticipated for this initiative. Lease revenues will be pooled with other
property lease revenues and used for maintenance needs.
Attachments:
Site Map
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Agenda Item: EDA-Owned Properties Update/Discussion
Desired Outcomes:
At the May 14 meeting, we’re looking for the EDA to respond to the following issues:
•
•
•

Is there EDA interest in further exploration/negotiation of expressed market interest in any of
the EDA-owned properties highlighted below?
If so, which properties?
What general conditions/approaches should guide more detailed exploration?

Overview:
While the EDA has not purchased property in a number of years, we control and hold title to quite a
few properties that were previously acquired by the HRA, generally for redevelopment purposes and
future assembly. Currently, there are a number of active inquiries from parties that are interested in
acquiring EDA-owned properties that as a group we have not spent much time discussing. Generally
speaking, these properties are not considered especially “ripe” for development and hence Staff has not
spent significant energy or time attempting to position them for private development interest.
770 North Concord (Site “A” on attached maps)
This property is sometimes referred to as the “Old Tire Market” site, acquired by the HRA in 2003.
This is a nice piece of property, generally level and just over ½ acre in size with approximately 240’ of
Concord Street frontage. The property is immediately north of Fury Motorcycle and Fury Outlet, with a
large surface parking lot for the business lying between their building and the vacant EDA property.
While the Fury property is well-maintained and houses a visibly viable business, the properties both
north and east of the EDA property are pretty nondescript rail-oriented shop/warehouse structures with
minimally valued improvements and appear to be generally underutilized.
The North Concord corridor is a corridor that is poised for land-use transition in the future (after the
roadway reconstruction project is completed), and this site in particular should be thought of as a
component piece of a larger redevelopment picture that’s consistent with the North Concord Mixed-Use
Zoning designation rather than a one-off expansion play for a neighboring business. That said, if the
neighboring business were interested in leading a redevelopment solution that centered around
expansion while committing to the high standards of development and design that the City envisions for
this corridor, the EDA should feel compelled to listen. Potentially, the EDA might benefit from
entertaining an option to purchase the site contingent upon meeting certain redevelopment, zoning, and
other regulatory/planning criteria.
Northeast Corner of Grand Avenue and Concord Street (Site “B” on attached maps)
This property lies immediately west of 135 Grand Avenue East (2020 Brand Promotions) at the
northeast corner of Grand and Concord. The property lies at the southwest corner of what Staff refers to
as the “Hardman Triangle”, which is a roughly 25-acre superblock lying between North Concord Street,
Grand Avenue, and Hardman Avenue. The property in question was acquired by the HRA in 2014 after
the DCTC vocational school vacated the site. The property is just short of 2 acres in size and fronts
Concord Street for over 550’, albeit sunken by a good 8’ – 10’ from the roadway surface. While 135
Grand Ave. E. conveys an image of continued upkeep and investment, the other properties in the

immediate vicinity are unfortunately less consistent with the vision of the “Grand Avenue Gateway”,
although they do serve as the home to viable and culturally important business entities (Concord Fresh
Meats and Long Cheng-Hmong Livestock & Meats). These two properties in particular have relatively
modest building value to land value ratios, vast expanses of parking/underdeveloped space, and notable
deferred maintenance issues. In summary, the EDA property in question is another piece of property
that really should be considered as a component piece to a larger, more comprehensive redevelopment
approach versus a stand-alone development site or a catalyst in and of itself.
The current discussion around the Grand Ave. EDA property revolves around the future use of the
building at 135 Grand Ave., as the current owner is attempting to sell the building and the current
zoning would not allow for a new industrial/warehouse use. While purely speculative and hypothetical,
our discussions have revolved around a reuse (and potentially, expansion) of the existing building for an
office use. An issue that the current owner has identified is that, if the entire floor area of the existing
building is converted to office, the City’s zoning code would (and, likely, so would an office tenant)
require more parking than can feasibly be provided on the 135 Grand Ave. site. Obviously this issue is
only compounded by adding additional square footage.
Staff has expressed to the adjacent property owner that surface parking would not be considered a
higher/better use for the EDA-owned property. However, if the adjacent property owner is interested in
an expansion and significant renovation for office use, such a project would seem to be well-aligned to
the vision for “the Triangle” as well as a strong complement to some of the momentum being gained on
the Concord Exchange corridor, just west across Concord. Thus, we’re seeking to generate some
discussion and guidance as to the EDA’s interest in further pursuit and discussion of a potential “publicprivate” approach to the revitalization of this important and highly visible corner.
200 Concord Exchange South (Site “C” on attached maps)
This site, which still bears signage from the former owner/occupant (Titan Construction), is a
challenging and pretty small site that’s improved with approximately 4,000 SF of essentially obsolete
warehouse and office space. The site measures only 14,000 square feet in size, although roughly half of
that is wooded bluffland. The property was acquired in 2010 by the HRA with the intention of
demolishing the structures, however the warehouse component shares a party wall with a private
property, the owner of which has historically not been receptive to selling. Similar to the previous
examples, this property is situated amongst similarly underutilized properties. Our proposed approach
of investing in public infrastructure along Concord Exchange is at least partially intended to foster
market forces that improve the viability and marketability of this and surrounding properties for private
investment.
Staff has been approached by a small business that is currently leasing space within the business park
area in South St. Paul. The nature of their business is generally office/sales and they are looking to
decrease their footprint (they currently lease about 7,000 square feet) and are considering purchase of a
building rather than lease. They specifically identified the 200 Concord Exchange South site as
“perfect” for their business. While we support and encourage investment and that a local business is
seeking opportunities to invest in the community, the EDA is encouraged to not lose sight of the
intention and objective of this acquisition in the first place, or the “big picture” of our investments on
Concord Exchange. In other words, a stand-alone/one-off approach to simply “fill space” at this
property should be scrutinized for its longer-term ramifications.
1015 Bryant Avenue (Site “D”, Landlocked parcel behind Bugg’s Bar)
Acquired by the HRA in 2010, this property is only 4,300 square feet and landlocked, lying in between
commercial uses on Concord Street and residential uses up the bluff. It is an essentially undevelopable
parcel without assembly. We have been approached by one of the business owners in the vicinity (used
autos) about acquiring it to “get it back on the tax rolls”. Put simply, staff does not feel that the minimal

benefit that might be realized through conveyance of this property to a private entity outweighs the
potential long-term benefit of a “hold and assemble” strategy. Again, North Concord is poised to
transition but it will take time, so we should just be patient.
Funding Sources and other fiscal considerations:
N/A at this time. Monday’s discussion is intended to be informational and advisory only. If the EDA is
interested in further exploration of any of these concepts, Staff will prepare deeper analysis for EDA
review at a future meeting.
Attachments:
Map Packet
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SITE A – 770 North Concord Street
PARCEL SIZE (Approx.): 24,500 SF (0.6 Acres)
DIMENSIONS (Approx.): 250’ frontage on Concord.; 100’ depth
ZONING: North Concord Mixed-Use (NCMU)
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SITE B
PARCEL SIZE (Approx.): 80,350 SF (1.8 Acres)
DIMENSIONS (Approx.): 560’ frontage on Concord.; 165’ depth
ZONING: North Concord Mixed-Use (NCMU)
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SITE C – 200 Concord Exchange South
PARCEL SIZE (Approx.): 14,000 SF (0.3 Acres)
BUILDING SIZE (Approx.): 4,000 SF
LOT DIMENSIONS (Approx.): 90’ frontage; 70’ depth to bluff
ZONING: Concord Gateway Mixed-Use (CGMU)
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SITE D
PARCEL SIZE (Approx.): 4,300 SF (0.1 Acre)
ZONING: Apartment District (R-4)
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