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In Avon, debt replaces high hopes
By Kirsti Marohn
kmarohn@stcloudtimes.com

AVON — By all rights,
Avon should be a city brimming with prosperity.
Nestled among several
lakes, just off Interstate
Highway 94 and an easy 15minute drive to St. Cloud, it
was an attractive locale for
developers looking to cash in
on the housing boom.
“Here, residents and businesses enjoy easy access to
all the amenities of big-city
living — cultural and art activities, major league sports,
shopping — without all of
the hassles,” the city’s website boasts. “Indeed, Avon is
cosmopolitan living in the
country.”
The proposals were grand
in scale: two developments
with hundreds of upscale
homes for new residents.
Waters Edge was supposed
to have 116 homes. Avon
Estates was anticipated to
have as many as 600 housing units eventually, with 88
single-family homes planned
for the first phase.
But Waters Edge stands
about half empty. Avon Estates has just one house. And
the city is strapped with a
serious financial burden of
unpaid assessments.
John Grutsch has been
mayor since 2007 and was on
the City Council for 2½ years
before that. He calls Avon’s
situation “a little worse” than
other cities.
“We have so much at stake
here,” he said.
The city spent $6.4 million to extend sewer and water utilities about 2 miles to
Avon Estates. None of that
has been paid back. The three
phases of Waters Edge cost
the city another $654,000.
The first two phases of Waters Edge went well, he said.
But just as the developer was
ready to sell lots in phase
three, the housing bubble
burst. None of the phase
three assessments have been
paid.
At first, Avon officials
weren’t worried.
“It wasn’t like we were
dealing with someone we
thought was a crook or anything,” Grutsch said.
The project was financially
backed by a letter of credit
from Lakeland Construction Finance LLC, an Eaganbased lender. Lakeland is
not a bank and does not fall
under the same government
regulations as a bank.

Marilyn Bujalski
Clear Lake city clerk
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A sign welcoming residents to Avon Estates sits at the entrance to the development. One home has been built there.

“By the time we really
found out what was going
on, we were reading it in the
paper,” Grutsch said.
There are 25 lots ready
to sell, and the city hopes
to get ownership of those.
But all of the development’s
assets are frozen, Grutsch
said.
While Waters Edge involved only one developer,
Avon Estates is more complicated because there were
eight to 12 investors at any
given time, Grutsch said.
“By the time the smoke
clears, the only person left is
the bank,” he said.
The city is negotiating
with Avon Estates’ bank and
hopes to be able to sell the
lots, Grutsch said, although
it’s not clear what the price
will be.
“The only value that’s left is
what the assessments are,” he
said. “Everybody realizes that
the dirt is worthless.”

John
Grutsch
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Because the developments
are in foreclosure, city officials have limited information about what’s going on,
Grutsch said.
“Everybody’s lawyered up,
and if you try to get information, it’s like, ‘We’ll get back
to you,’ ” he said.
The city is drawing on
a letter of credit to make
the bond payments for the
Avon Estates improvements.
But for Waters Edge, the letter of credit from Lakeland
is worthless. The city is dipping into its reserves to make
those payments.
When Avon built its wastewater treatment system eight

years ago, it was overbuilt to
accommodate lake residents
and potential development.
But nobody on the lakes
has hooked up to the system
yet, Grutsch said, so the city
is using 30 percent of the
capacity of the $8 million
system.
He’s confident that eventually, homebuilding will
resume in Avon because of
its proximity to the I-94 corridor. So far, the city doesn’t
have a cash flow problem because it has a large rainy day
fund.
Grutsch said nearly every
city would do things differently if given the chance.

“It didn’t seem like we were
rolling the dice at the time. ...
Would we do it different today? Yeah, we would. Everybody would.”
Some residents are worried about the city’s financial risk, Grutsch said.
He said he tries to assure
them the city is still in good
financial shape.
The city is working to get
ownership of the developments so it can sell lots. He
believes people eventually
will want to build homes in
Avon again.
“We’ve always looked at it
like it’s just a matter of time,”
Grutsch said.

“It didn’t seem like we were rolling the dice at
the time. ... Would we do it di≠erent today?
Yeah, we would. Everybody would.”
John Grutsch, Mayor of Avon

170 mph winds created tornado
WADENA (AP) — Winds
of up to 170 mph fueled the
tornado that swept through
Wadena and damaged more
than 200 homes last week,
yet it was the weakest of
three storms that hit the area,
the National Weather Service
determined Sunday.
All three tornadoes are
considered EF4s on the
Enhanced Fujita scale,
which means they had estimated peak wind speeds of
between 166 mph and 200
mph based on the damage
they caused.
But the Wadena tornado
was the most damaging,
leaving a trail of destruction a
mile wide and 10 miles long.

“This was an
unforeseen thing.
We thought we
had covered every
base.”

It ripped through a residential area and hurled several
school buses hundreds of feet
through the air.
The storms that hit the
state Thursday killed three
people, injured dozens more
and damaged hundreds of
homes.
Gov. Tim Pawlenty declared a state of emergency
in Faribault, Freeborn, Olmsted, Otter Tail, Polk, Steele
and Wadena counties.
The tornado that hit the
Almora-Bluffton area had
winds up to 175 mph and
did damage along a path
measuring 1.3 miles wide
and 36 miles long. It obliterated several homes and

businesses. The twister that
hit Holmes, N.D., had peak
winds estimated at 185 mph
and severely damaged a few
structures.
But the most serious damage was in Wadena, where
officials reported 232 homes
were hit, and in a rural area
just west of Albert Lea in
southern Minnesota, where
about 60 rural properties
saw damage.

will need to almost triple its
rates without the added connections.
As an incentive to builders,
St. Augusta recently began
waiving building permit fees
and delaying collection of
sewer and water access fees.
“You don’t lose any revenue if you’re not generating
it,” McCabe said. “And that’s
what we’ve seen over the last
couple of years. We haven’t
generated it anyway.”
The city of Clear Lake
purchased enough capacity
in the wastewater treatment
plant it shares with Clearwater to cover all three phases
of Hunter Lake Bluffs, a proposed 156-lot development
launched in the early 2000s.
The city required the developer, Haller Investment
LLC, to pay sewer and water
connection fees for at least
15 homes a year to help the
city recoup its costs. But the
development sputtered after
the first two phases, leaving
the city with $72,000 in unpaid sewer and water fees.
“We’re not happy to have
lost that kind of money, because we still have to pay the
debt,” said Marilyn Bujalski,
city clerk.
Roger Haller said about
six months ago his company
negotiated its way out of the
project. It’s now fully owned
by its lender, a bank in Sauk
Centre, he said. He said he
and his business partner
paid the lender more than
$100,000 to relinquish responsibility for the development.
While they negotiated
terms that allow them to become involved again if they
choose, he said it’s unlikely
they’ll re-enter the project.
The Clear Lake City Council’s intent was never to have
the cost of the development
fall back on taxpayers who
don’t benefit from it, Bujalski said. Still, the residents
might end up paying higher
utility fees as a result.
“This was an unforeseen
thing,” she said. “We thought
we had covered every base.”

Daily log
Births
None reported.

Fire calls
ST. CLOUD FIRE DEPARTMENT
5:23 p.m. Sunday, 1980-15th
Ave. SE, medical.
4:47 p.m. Sunday, 1815-15th
Ave. SE, oven fire.
3:32 p.m. Sunday, Division
and 37th Avenue S, good intent.

2:58 p.m. Sunday, 425 Lake
Blvd. E, medical.
12:20 p.m. Sunday, 5200
Foundry Circle, commercial fire
alarm.
11:06 a.m. Sunday, Seventh
Street and 10th Avenue North,
ducklings recovered.
12:06 a.m. Sunday, 404 St.
Germain St., medical.
11:01 p.m. Saturday, 58-31st
Ave. N, burning complaint.

9:20 p.m. Saturday, 517 Wilson Ave. SE, burning complaint.
8:33 p.m. Saturday, 4124
Division Street, medical.
5:58 p.m. Saturday, 1415-12th
Ave. N, medical.
5:32 p.m. Saturday, 220-15th
Ave. N, burning complaint.
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