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Memorandum:
TO:

Garceau Corner Task Force Members

FROM:

Nolan Wall, Planning/Community Development Director

DATE:

July 17, 2019

SUBJECT:

Third Meeting Agenda Packet

Attached are the agenda, Meeting #2 minutes, market overview report, building re-use reports, and a
commercial/office redevelopment financial analysis.
Next Meeting
The next meeting is scheduled for August 14 and will have a similar format as this month’s meeting with
another developer roundtable discussion focusing on non-residential redevelopment scenarios (singlefamily, townhomes, apartments, condos, senior housing, open space/park, etc.). If you have thoughts on
other topics for discussion, please be prepared to discuss them with the group.
Developer Roundtable – Commercial/Office Uses
Staff has invited a group of industry professionals to participate in a roundtable discussion on the current
market conditions and the viability of commercial/office uses on the site. They have volunteered their
time at no cost to the City and have not voiced any interest in actually redeveloping the property
themselves. Here is some background on them:
Joe Bergman – Development Manager, Exeter Group:
Since joining the company in 2013, Joe has been involved in leasing activities for Exeter’s retail and office
properties, as well as various tasks relating to project development, including entitlements, construction
contracts, and public grants and financing. He is a licensed real estate agent with the State of Minnesota.
Julie Kimbel – KimbelCo:
Julie has amassed vast expertise in real estate development, economic development, corporate real estate
outsourcing, and business and general management. Her accomplishments include the development of
numerous industrial and office parks, and over 4 million square feet of office, industrial and multi-family
housing across the U.S. KimbleCo was voted in the 2018 Finance and Commerce Reader’s Choice
Awards as one of the best leasing companies. For 13 years, she was vice president at Opus, a nationally
recognized commercial real estate development firm. Earlier real estate development roles included
positions at the St. Paul Port Authority, Northland Development and Boisclair Corporation.
Staff extended several invitations to local restaurateurs to participate in the discussion, but as of now, we
have not been able to get any commitments. We have asked that they review the site and provide any
feedback prior to the meeting that we can share.
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Financial Analysis
The agenda includes discussion of commercial/office redevelopment scenarios following the developer
roundtable. Ehlers will not be present at the meeting, so please contact staff in advance of the meeting if
you have any detailed questions. The following assumptions are included in the analysis:
End Uses:
• Derived from previous discussions of potential projects.
• Re-use of the hardware building is included for a general commercial use or a brewery, however
it assumes bare minimum building improvements would be necessary and that TIF is not feasible.
Units/SF:
• Square footage of a potential development is based on lot coverage assumptions – not an actual
project.
• The existing hardware building is approximately 11,200 SF.
Land Assembly (City’s Costs):
• Purchase costs; environmental investigation for previous grant applications; legal costs;
outbuilding demolition; and on-going consulting costs.
Environmental Clean Up:
• See the footnotes on the spreadsheet.
• Actual costs could be higher or lower, depending on the redevelopment scenario.
Land Sale Proceeds:
• Assumptions are included at the top under “Land Sale Price.”
• All scenarios assumed $7 per square foot.
• Both sites total 123,710.40 square feet – so that is the $865,973 total.
• Others are the assessed “shadow” value on the properties – the assumption on the restaurant is
probably high – due to the high operational costs and capital investment required (this is probably
true of the brewery as well).
Grants:
• See the footnotes on the spreadsheet.
• Grant funds can be pursued – sources, eligibility, and award amounts will depend on the nature of
a future project.
Redevelopment TIF District:
• See the footnotes on the spreadsheet.
Excess or Gap:
• Assumes the land sale price is paid and TIF is generated
• “Gap” represents another subsidy may have to be provided – or means the City will not recover its
initial investment.
Attachments:
• Meeting #3 Agenda
• Meeting #2 Minutes
• Market Overview Report
• Building Re-use Reports
• Financial Analysis
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The City of Vadnais Heights
800 East County Road E
Vadnais Heights, MN 55127
651.204.6000 Phone
651.204.6100 Fax

Third Meeting of the
Garceau Corner Task Force
Wednesday, July 17, 2019 – 6:00 p.m.
City Council Chambers
A G E N D A
1. Recap of Second Meeting
2. Developer Roundtable – Commercial Redevelopment Scenarios
3. Review and Discussion of Financial Analysis
4. Discussion of Future Meeting Topics
5. Meeting Recap
6. Adjourn

Garceau Corner Task Force
Second Meeting
June 19, 2019
Cathy Bennett opened the meeting at 6:01 p.m.
Recap of the First Task Force Meeting
Ms. Bennett asked Task Force members to share their thoughts about the property after their
tour. Thoughts included:
•
•
•
•
•
•

Really bad shape, disgusting and it seems like a tear down.
Degree of vandalism was appalling.
Terrible shape, far worst then thought it would be, and don’t see how it could be
reused.
Market side was in terrible condition and should be torn down.
Could the hardware store be cleaned up and reused.
Don’t see a way to reuse any of the buildings. Looks like a tear down.

Property History – City Staff
Planning/Community Development Director Wall gave a presentation on the history of Garceau
Corner. Presentation included:
•
•
•
•
•
•
•
•
•
•

•

Background on property history.
Property purchase process.
Work the City has done on the property since 2017.
Background on the Hardware store. Question: Task Force member asked what the
square footage is of the hardware building. Answer: 11,200 sq. ft.
Background on the Market building.
Background on the drainage property.
City owns property and did a community engagement survey in 2016. Surveyed 400
residents.
City held a developer roundtable to get feedback from developers about the site.
City solicited feedback from an established restaurant. Feedback from them was
that a restaurant would be challenged to succeed in that area.
City considered affordable senior housing project. Two developers were interested.
Council was concerned about saturation of senior housing market and about the size
of the structure. Developers walked away.
City pursued a higher-end/luxury apartment project. Beard Group was interested,
but because of citizen feedback, developer withdrew the project.

•

•
•

Reviewed background on grant awards, $950,000 in clean up and demolition grants
from Mn DEED, Met Council and Ramsey County. With no project, the grant funds
were relinquished.
City completed a blight analysis.
Site contamination investigation was completed.

Questions from Task Force members:
Why was the Beard Group project considered too big of a problem? Response: The City
needed a TIF district analysis done and a TIF agreement in place. Additional site
investigation was also necessary, and in order to start that process, the City had to
amend its Comprehensive Plan to change the land use and zoning for the property.
When that was brought forward through the Planning Commission it was a contentious
process and influenced where the Council was at and its desire to move forward with
the project. The developer realized that and withdrew their application.
How is the City’s current relationship with the Beard Group? Wall said that we
understand what they did and why they backed off and we understand that we need a
project that the Council will support.
If the City accepts a grant, what are the implications of that, would the City have to do
anything, possibly zoning changes. Wall the understanding is that you will follow
through with that project and take any necessary steps to complete the project.
Is the City still looking for grants for environmental clean-up? Wall replied yes.
Environmental/Contamination Background – AET, Mike Hultgren
Mike Hultgren spoke about contamination of the site. The City has had Phase I and Phase II
Environmental Site Assessments completed.
Hultgren noted that site contamination includes demolition debris to 17 feet deep along west
side of the property, elevated organic hydrocarbons associated with the debris, and petroleum
impacts to soil around old gas station.
Hultgren talked about various ways to mitigate the groundwater contamination systems and
vapor intrusion. Ways to deal with soil gas is to build a parking garage or build a mitigation
system under a building, which may include burying pipes under the building that provide an
avenue for vapors to go.
Questions from Task Force members:
Can it be capped for all scenarios? Hultgren responded yes.
Should the city be concerned about groundwater contamination into the lake? Hultgren
responded no, and all agencies know about the site contamination and St. Paul Water
Department monitors it constantly.

What about chemical used to treat termites, would the area need to be treated?
Hultgren said he is does not know what would need to be used for treating terminates
and any affect it may have on the soil.
Is the Response Action Plan that has already been done on-line? Wall will check to make
sure it is on the Garceau Task Force page on the City’s website.
Financial/TIF Background – Ehlers, Jason Aarsvold
Jason Aarsvold reviewed the basics of Tax Increment Financing, the various types of TIF
districts, the Garceau Site TIF, and gave an example of a similar project.
•

•

What is TIF? The ability to capture and use most of the increased local property tax
revenues from new development within a defined geographic are for a defined
period of time without approval of the other taxing jurisdictions.
Why use TIF? To promote economic development, bring development that does not
exist today, help shape the look and feel of development, and actions strengthen
existing economy.

Types of Districts? Redevelopment TIF, Renewal and Renovation TIF, Housing TIF, and Economic
Development TIF. Aarsvold spoke about how a redevelopment TIF district can’t be created if
the buildings are gone.
Discussed the Garceau Corner TIF District which included the property acquisition and soft costs
paid for by the City using pooled TIF funds, approximately $835,000. Pooled TIF funds came
from the City’s existing TIF Districts, collected from those projects. The planned redevelopment
of the site included creating enough new market value to accomplish the following:
•
•
•
•

Secure grant funding to pay for site clean-up and future redevelopment costs;
Sell the property to recover a portion of the City’s investment;
Generate tax increment to provide a PYGO TIF note to the developer to offset
redevelopment costs; and
Use the remaining TIF to make the City whole for site acquisition.

Questions from Task Force members:
Are there any reasons not to do TIF financing? Answer: You need a project that will
generate enough value to benefit the project and justify spending the money to set up
the District (consultant fees and staff time).
Where does the money come from into the TIF District? Answer: If a city develops a TIF
District, then the property tax from the property would be paid as it usually would but
some of the new taxes realized from the development would come to the City for the
TIF fund for a period of up to 26 years depending on the TIF District. There is no
consequence to the taxpayers, it’s just a new stream of revenue.

Meeting Recap – Facilitator Cathy Bennett
Ms. Bennett gave a recap of the meeting. She noted that the next two meetings will include
discussions with developers talk about redevelopment to things such as an office restaurant
market and then following meeting would be residential, senior, multi family, etc.
Task Force members asked that a spread sheet be created that identifies what the City has paid
to date for the project, by line item.
Ms. Bennett suggested that Task Force members get any questions they might have about
items on the upcoming meeting agenda to her prior to the meeting so that staff are able to
respond to them at the meeting.

Next meeting is scheduled for July 17. Task Force members set the August meeting for the 14th.

MARKET OVERVIEW

PREPARED BY:

Jeremy Striffler, Director
MSP Advisory Services Team
Cushman & Wakefield
+1 612 305 2108
jeremy.striffler@cushwake.com
JULY 8, 2019

MARKET OVERVIEW
OVERALL

ABSORPTION EXCEEDS EXPECTATIONS IN DYNAMIC, COMPETITIVE CRE MARKET

10.9%
VACANCY RATE

•

MULTIFAMILY: BULL RUN CONTINUES

•

INDUSTRIAL: CONTINUES ITS HOT STREAK

•

RETAIL: ADJUSTS TO NEW LANDSCAPE, CLOSING CHAINS

•

HOTELS: RECORD DEMAND OUTPACES NEW SUPPLY

1.48 MSF

•

LAND: DOMINATED BY AGGRESSIVE SINGLE-FAMILY DEVELOPERS

NEW CONSTRUCTION

•

INVESTMENT & CAPITAL MARKETS: NEW CAPITAL POURS INTO METRO IN
SEARCH OF HIGHER YIELDS

•

MEDICAL OFFICE: ‘PAUSES’ AS IT ADAPTS TO EVOLVING HEALTHCARE WORLD

•

OFFICE: TWIN CITIES MARKET REDEFINES ITSELF

2.8 MSF
NET ABSORPTION

MARKET OVERVIEW
OFFICE SECTOR

TWIN CITIES OFFICE MARKET REDEFINES ITSELF
•

Overall, market fundamentals are good – even great in some pockets – with both
vacancies and rental rates continuing to show steady improvement.

•

At year-end 2018, there was an estimated 2.2 million sf of active leasing requirements in
the market. While not a big number for a 75 msf office market, it is typical of the new
normal of more restrained growth that has become common during the current cycle.

•

Co-working providers continue to drive demand for space while the co-working trend is
expected to accelerate, predominantly among corporate users.

•

Investors are pursuing office product, with the majority of capital intensely focused on
purchasing assets in the Minneapolis CBD, along with suburban hot spots including the
West End and I-494/France Avenue.

416,389 SF
Positive absorption in

second half 2018

MARKET OVERVIEW
INDUSTRIAL SECTOR

INDUSTRIAL SECTOR CONTINUES ITS HOT STREAK
•

The up-cycle for the Twin Cities industrial sector is hardly over, and in fact, picked up
steam in 2018, and that momentum is expected to continue into early 2019. Leasing
activity is particularly robust in the Northeast metro.

•

The overall market’s absorption for 2018 totaled 2.78 million square feet – its second-best
performance since the 2008 financial crisis.

•

The average net rental rates for both office-warehouse and bulk warehouse product
jumped to their highest levels in a decade.

•

Following a frenzied 2017, developers tapped the brakes somewhat on new development
as 2018 came to a close, with just 810,000 sf of multitenant space under construction.

1 MSF+
Industrial absorption in

second half 2018

MARKET OVERVIEW
RETAIL SECTOR

RETAIL MARKET ADJUSTS TO NEW LANDSCAPE, CLOSING CHAINS

•

The Twin Cities retail sector continues to chip away at the inventory of big-box vacancies left behind by
national bankruptcies and store closures. The majority of big-box vacancies have hit the market and
most of the space is still available, offering expanding concepts and emerging new brands the
opportunity to land in desirable locations. Prime space in the strongest trade markets is getting
backfilled, while less attractive locations will take longer to absorb.

•

Since few big-box retailers are in expansion mode, many of the boxes will be divided to house multiple,
smaller users.

•

Value-add retailers, service retailers, grocers, fitness brands, and fast-casual restaurants are driving
much of the leasing activity, as they are considered “internet-resistant.”

•

Brick-and-mortar retail is impacted by the changing habits of consumers who demand in-store
“experiences” and expect seamless shopping -- whether that is in-store, online, or through a mobile
device.

9.4%
Retail vacancy rate
highest since 2010

To:
From:
Date:
Re:

Kevin Watson & Nolan Wall, City of Vadnais Heights
Ling Becker, VHEDC
January 29, 2018
Garceau Property Update

After some initial conversations with staff and the City Council, the VHEDC has been exploring the viability of using the
existing Garceau building for a community purpose. At a workshop the Council agreed to have me proceed to explore
options.
My first concern was to determine the state of the current building structure, and what would be needed to make it usable.
I was able to obtain some technical assistance from several companies that are headquartered in Vadnais Heights. I want
to especially thank SEH, Larson Engineering, and NAC for their donated efforts.
Attached are the findings of some initial assessments. It is difficult to know what the cost might be to do this project not
knowing exactly what type of uses we are looking at. Ideas for use of the building could include multi and shared uses
including: co-working space, a maker-space (business incubation), non-profit run coffee shop, community meeting space,
history center, etc. These are trends that have traction in many communities today. I took John Barker, Executive Director
of Merrick, through the site, and he was definitely interested in a coffee shop idea that would be operated by his clients. I
had a brief conversations with the Lions as they currently have no dedicated meeting space or office so this might be
another use of the shared space.
I know that we have spoken about Nolan finding out from your TIF attorney whether improvements to the site might
jeopardize the established of a future redevelopment TIF district in the future. Obviously, his findings will determine
whether we can proceed any further on this project. As we await the answer on that, there are more questions to be
answered as you discuss with the Council.
●
●
●

Would the City be willing to help financially and with services as we proceed? I would assume that we’ll get
donated help as much as we can.
How would we set up the arrangement? VHEDC leases and operates the space that is used by the various tenants?
They City operates?
I know you’ve been wanting to bring a community task force together. I would need to know how you’d like this
to be integrated.

I have been surprised at the number of positive ideas that have come from discussing this potential opportunity with
various folks including my board members. One mentioned the idea of using it as a community space and then
encouraging businesses to put their innovative projects on display there like new light concepts, solar energy, etc. Another
also said the shed in the back provided excess wood and tin that they felt could be repurposed by crafters to sell items like
barstools, etc. to fundraise for the project.
I am hesitant to get any more donated time for services until we get further direction. I look forward to a conversation with
you and the Council on February 7th.

Good

Afternoon Ling:
The following are budgets for services provide at the above mentioned building.
Services for Electrical for the sum of $43,000.00
Distribution Panel (1)
Outlets (50)
Lights (50)
Exit Lighting (10)
HVAC Equipment (2)
Exhaust Fans (2)
Electrical Demo
Services for HVAC for the sum of $40,000.00
HVAC Equipment (2)
Exhaust Fans (2)
Supply Duct Work
Gas Piping
Services for Plumbing for the sum of $47,000.00
ADA setup Restrooms (2)
New water service for domestic
Sanitary for building
Domestic waterlines
Water heater
This isn’t doing a lot for the basements. A couple of lights and few outlets.
Let me know what else you are looking. I know that you’re looking for people to contribute to the project, but it is
hard to guess what that is without knowing the scope of the project.
Thanks

Lynn J Bishop
President
Direct: 651-255-3550 | Cell: 612-741-2603
O: 651-490-9868 | F: 651-490-1636 | TF: 888-257-5248

City of Vadnais Heights
Garceau Corner Redevelopment - Gap Analysis
Assumptions
Land Sale Price
Per S.F. Comm.
Existing Building

$
$

Built Value Per sq. ft
Office
$
Retail
$
Restaurant
$

7.00
981,100

250
225
225

Garceau Corner
Redevelopment Scenarios
Project Costs
Land Assembly Environmental
2
(City's Cost)
Clean Up

Redev. TIF
4
District

Total

Excess or
(Gap)

$0

$1,293,206

$2,159,179

$259,179

$865,973

$0

$1,293,206

$2,159,179

$259,179

$1,900,000

$865,973

$0

$474,897

$1,340,870

($559,130)

$370,000

$1,270,000

$981,100

$0

$27,555

$1,008,655

($261,345)

$900,000

$370,000

$1,270,000

$981,100

$0

$0

$981,100

($288,900)

$900,000

$1,000,000

$1,900,000

$865,973

$0

$117,817

$983,789

($916,211)

End Use

Units /
Sq. ft.

Office1

30,000

$900,000

Medical Office1

30,000

Retail1
Commercial Bldg. Re-use1
Brewery - Bldg.
1
Re-use
Restaurant1

Sources of Funding to Pay for Project Costs
Total

Land Sale
Proceeds

Grants

$1,000,000

$1,900,000

$865,973

$900,000

$1,000,000

$1,900,000

15,000

$900,000

$1,000,000

11,200

$900,000

11,200
7,000

3

1

Assumes general market land sale prices and potential assessed valuation for calculation of potential Tax Increment Financing (TIF). Per previous developer
feedback, these scenarios may not be feasible at this location. Land write-down and/or TIF assistance may be necessary to make these projects financially feasible,
which is not accounted for here and would increase the gap.

2

Final costs are dependent on building location and associated site improvements for any future project. Costs provided are adjusted for inflation from 2016
estimates and assume that a full-scale redevelopment of the entire site is not undertaken.

3

Grant funds are competitive and dependent on many factors, including job creation and tax base revitalization. As such, there are too many unknowns to assume
that a future project qualifies to receive grant funds or that they would ultimately be awarded. In the event grant funds are obtained, they would be passed along
to the developer as a reimbursement for qualifying clean up expenses, which would reduce the gap.

4

Assumes total estimated present value of TIF over the 26 year term of the TIF district at 4% interest.

