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City of Marine on St. Croix
Economic Development Authority

Agenda —September 11, 2025

Call to Order

Review of current lease agreement

MVS Proposal for lease amendment
Approval/denial of lease amendment request
Additional comments/questions
Adjournment



 WHYINVEST IN MVS?

We have a tenantin MVS that is paying rent. If MVS were to close down the city
would have to cover the cost of owning and maintaining the building.

A building like this is easier/less expensive to maintain when it is occupied. Ifit
becomes vacant MoSC will assume all the cost to operate and maintain it.

We are currently recovering roughly twice what it costs (debt service, maintenance
utilities) for MoSC to own the school building. This excess cash flow can be put to
work to the benefit of both the community and MVS.

If we view MVS as the anchor tenant of its building, its viability becomes essential to
the city’s ability to manage and optimize the best possible use of the building.

The interest rate on the bond is fixed and is very low, so there is no compelling
reason for us to want to retire the debt early.

The community was in full support of the city purchasing the building with the clear
intent that is be used as a school.

The Economic Development Authority (EDA) has the opportunity to invest in the
continued operation od MVS as a means to ensure continued economic and social
viability of Marine.

Aninvestment in the financial health of the MVS is an investment in our
community’s stability and continued prosperity.

The presence of the school contributes significantly to the sense of vitality and
connection in the community. It draws people to town who may later engage with
the church, the Folk School, and other local organizations, strengthening the
cultural and civic fabric of our community.

MVS is midway through their 5-yr startup period. The final two years of the start up
period are critical to the success of charter schools. Aninvestment now will have
maximum impact.

There is an executive leader who appears well-positioned to guide the school into its

next phase of development and a board of directors pledged to support that
leadership.

Ultimately, the school's continued operation isn't just a financial proposition, it’s an
investment in the social cohesion, energy, and shared identity that define our town.
In the final analysis though, the question of whether continued investment in the
school is worthwhile is one that only the citizens of Marine can answer. This will be
the focus of a public hearing.
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Conceptual Proposal to Amend Lease Agreement with MVS

Background

e The Lease Agreement between the Economic Development Authority (EDA) and Marine
Village School (MVS) was established on July 1, 2022,

e We are now entering the fourth year of a five-year agreement. It's appropriate that the terms
and conditions of the Agreement be evaluated.

¢ The original intent was to create a relationship between MDE Lease Aid payments received
by MVS to payments to the EDA.

e |thas become apparent that the MDE Lease Aid payments to MDE exceed the EDA’s costs
(debt service and expenses) of ownership of this city asset.

e The estimated MDE Lease Aid payable to MVS for the 2025-2026 school year is estimated
at150kK.

e MVS has been making irregular payments to the EDA, and the outstanding balance is
approximately $146,973.

e Thatthe schedule of payments to EDA per the lease is flexible due to the timing of
payments from MDE

o Thereis an opportunity to amend the Lease Agreement, reallocating the responsibility for
routine Operations and Maintenance (O&M) to the EDA as asset ownetr. This will reflect the
fact that this is a building that has multiple uses, multiple tenants, and purposes that
benefit the community.

e MVS has been paying O&M for the school building over the first three years of the lease,
totaling $148,739 FY23,

Proposed changes to the Lease Agreement, Amendment 1:

¢ EDA assumes responsibility for routine O&M going forward for final two years of the lease.
These costs have been running from $50-$55K/yr.

e That this change be applied retroactively to cover the first three years of O&M cost ($149K)
of the lease.

Conditions included in Amendment 1 to the Lease Agreement:

e MDE Lease Aid payments to MVS be applied to lease payment to EDA.

e That MVS carry no arrangement to the EDA at any given fiscal year end with the exception of the
10% hold back. That lease payments to the EDA be structured so as to ensure that the full
amount of lease aid received by the school during a given fiscal year be remitted to the EDA
within that same fiscal year.

e Thatthere be a clear “line of sight” between MDE Lease Aid payments and lease payment to
EDA.

o Thatrigorous financial controls are in place.
e That MDE reports the status of MDE Lease Aid Payments to EDA on a quarterly basis. The

report includes payments received and Paid YTD, and a projection to the end of the fiscal
yeatr.

¢ That financial metrics be established and regularly reported to EDA.
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Notes: Marine EDA Lease Agreement with MVS

How the Rental Rate is Established

“The base rent for each lease year will be the greater of the minimum Base Rent or the Lease Aid
Maximum Amount”.

The EDA and MVS set (agree) on the Lease Aid Maximum Amount” based on what MVS submits to
the Minnesota Department of Education (MDE). This is a two-step process starting with an Initial
estimate, and adjusted in a final calculation.

Lease Aid Maximum Amount is based on:

e The current MD “Lease Aid” is $1,314/student/year’.

e The total MDE Lease Aid applied for (Spring) which is based on the estimated number of
students that will be attending at the start of the next school year.

e Thefinal MDE Lease Aid amount is adjusted for the actual number of students attending
MVS in the 1°* month of the school year (Fall).

Note that the student numbers used in the equation are different:

e Estimated students at the time of MDE lease aid application (Spring)
e Actual average attendance after the first month in the school year (October)

So actual rent cannot be sent until October in the actual/current school year.

Important notes:

e The Lease Aid payment can only be used for lease payment. If there is an overpayment (e.g.
the rent is reduced) the excess funds are returned to the MDE.
e MVS receives 90% of the calculated lease aid maximum amount, MDE retains 10%.

The agreement as to rent to be paid is documented in Exhibit B of the Lease Agreement:
“...the parties will execute a memorandum confirming the applicable base rate...” (Exhibit B)

e Exhibit B “...will be incorporated into and become part of the lease...”

s Exhibit B “... we'll be used among other things by tenant for purposes of its lease aid
application”

' FYI - The current MN Dept Ed “State Aid” is ~$7800/student/year. This is different than Lease
Aid.

1 July 2025



Notes: Marine EDA Lease Agreement with MVS

Base Rent Agreements confirmed in Exhibit B documents

Table 1 Determination of rent per Lease agreement

School Exhibit B date Lease Aid Max Minimum Base
Year (Exhibit B) Rent

22-23 6/27/22 $43,800. $100,000
23-24 9/18/23 $131,400 $100,000
24-25 9/12/24 $131,400 $125,000
Sub-total $325,000
25-26 T.B.D. $157,6802 $125,000
4-Year Total $450,000

History of Rent Payments by MVS to EDA

Table 2 History of rent payments from MVS to EDA.

School Year Date of payment(s) Payment(s) received
22-23 23-May $15,000.00
22-23 23-Oct $10,000.00
22-23 23-Feb $17,000.00

Sub Total $42,000.00
23-24 24-Mar $18,006.66
23-24 24-Apr $18,006.66
23-24 24-Dec $27,009.99
23-24 25-Feb $21,900.00
23-24 25-Mar $2,500.00

Sub Total $87,423.31
24-25 25-Jan 10,950.00
24-25 25-Mar $9,835.38
24-25
24-25

Sub Total $20.785.38
25-26 T.B.D.
26-27 T.B.D.

Total $150,208.69

2 Based on anticipated enrollment of 120 students for next school year.

1 July 2025



Notes: Marine EDA Lease Agreement with MVS

EDA debt service payments

Table 3 History of payments by EDA to Security State Bank of marine

Year Date of Amount of Payment®
payment
2020 20-Mar $47,265.00
2020 20-Sep $16,785.00
Sub Total $64,050.00
2021 21-Mar $46,785.00
2021 21-Sep $18,006.66
Sub Total $64,791.66
2022 22-Apr $42,285.00
2022 22-Oct $11,775.00
Sub Total $54,060.00
2023 23-Mar $41,775.00
2023 23-Sep $11,497.50
Sub Total $53,272.50
2024 24-Apr $41,487.50
2024 24-Sep $11,220.00
Sub Total $52707.50
2025 25-Apr $11,220.00
2025 25-Sep $41,498.00
Sub Total $52,718.00
GRAND
TOTAL $288,892.16

3 A $30K payment for principal is made once a year. Interest is paid twice a year, one of which time itis
combined with principle.
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Notes: Marine EDA Lease Agreement with MVS

Marine’s Debt Obligation on the Bond

Table 4 Details of status of the Bond

Attribute

Amount

Date (s)

Notes

Original debt

$900,000

2019

Term of the bond (yrs)

30 years

Payment schedule

principle 1X/yr ($30K), interest 2X/yr

Remaining principal | $750,000 | As of June 2025

Other School Related expenses

Table 5 History of other expenses paid by the City.

year HVAC, furnace Mowing, Fuel B”“d_‘”g Mater?als & Seryices,
repairs Supplies sprinklers
2022 $3,625.51 $572.50 $8,321.67 $2,396.00
2023 $32,204.29 $555.44 $4,779.55 $663.81 $1,713.00
2024 $3,772.62 $729.02 $2,956.39 $112.81 $428.00
2025 (est.) $3,500.00 $300.00 $7,464.39 $285.37 $539.00
Total $43,102.42 $2,156.96 $15,200.33 $9,383.66 $5,076.00
4-yr Avg $10,775.61 $539.24 $3,800.08 $2,345.92 $1,269.00
Observations

v/ The Bond to-date has cost the City ~ $139K in interest payments ($289K-$150K)

v Current debt owed the EDA is ~$157K ($307K in Lease Aid Max -$150K in payments)

v' $59,373.36 of the debt from the 23-24 school year owed to the EDA that is not subject to
Lease Aid claw back requirement MDE. Debt from 24-25 school year would be.

v' The cost of the bond is ~$53K/year and the 4-yr average for expenses are running ~$19K,
resulting in a yearly cost of ~§ 72K,

v' The deal is generating a net return of ~ $59K. ($131K avg Lease Aid Max-72K costs to EDA)

v Inthe 2025 budget $30K in MVS payments received were put in a contingency reserve fund.
This is the first time that has been possibie.

v" The “lease Aid Maximum Amount” is running ~$131K, and will increase with increasing
enrollment.
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Notes: Marine EDA Lease Agreement with MVS

Other Rent-Related Considerations in Lease Agreement

The following conditions are included in the Lease Agreement. /talicized text is cut directly from the
Lease Agreement. There may be an opportunity to incorporate changes to the agreement based on
the plat three years of operations.

84.(a) Rent

e paymentincludes the base rent and operating costs that may be incurred.

e |Ifthere's an interruption in lease aid from MDE the payment of the base rent will be deferred
until such funding resumes.

84(b) Payment

e MVS“..shall pay the annual gross rent in monthly installments equal to 1/12th of the...
“annual gross rent. “On or before the first day of each month.”

84(d) Operating Cost

e “Tenantis responsible for contracting directly for and paying all costs and associated

expenses with..... n j now ri L."

878 Obligations of Tenant

e “Tenant shall contract for and perform all landscape maintenance and shell remove all
snow in areas common or otherwise serving the premises.”

8§23 Amendment or Modifications

e “.. Nomodifications... unless signed by the landlord and tenant
o ‘L. with the consent of the landlord's lender..”.
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