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Historic Detroit Lakes Hotel Finds New Life
THE COMMUNITY AND ITS HISTORY
GRAYSTONE HOTEL
AT - A - G L A N C E
POPULATION OF CITY: 9,000
TARGET AREA OF REVITALIZATION:
Historic hotel and surrounding block
UNITS: 22 studios, 1BRs and 2BRs, plus
19 studios and 1BRs in Graystone Annex
TIME FRAME: 2000–2004
INITIAL COSTS: $9.7 million
PROJECT PARTNERS: Minnesota Department
of Employment and Economic Development,
Minnesota Housing, Federal Home Loan Bank
of Des Moines, Midwest Minnesota Community
Development Corporation

Located in west-central Minnesota, Detroit Lakes is largely
a center for tourism, agriculture and manufacturing. As the
railroads expanded at the beginning of the 20th century, so did
the hospitality industry.
One of the resulting structures was the Graystone Hotel, built
in a Federal Functional style in 1916 to serve the city’s booming
tourism and business trade. The hotel eventually fell into disfavor
by the 1960s. The hotel’s owners started converting rooms into
apartments.
Vern and Chris Carlson owned the hotel from the 1970s to the
1990s. When financial issues arose they sold the 36,000 square
foot building to Midwest Minnesota Community Development
Corporation (MMCDC). The nonprofit is one of the largest
rural community development corporations in the country and
one of the few with a bank subsidiary. It invests in the Detroit
Lakes region and in other parts of Minnesota and the U.S.

KEY STRATEGIES: Main Street revitalization,
green building, adaptive reuse, historic
preservation

THE STRATEGY
The hotel consists of two sections, the original building and
an annex added in the 1920s. The glory days were long passed
by the 1990s when the Graystone and surrounding block had
become dilapidated and dangerous. The buildings themselves
had fallen into disrepair.
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MMCDC decided to conduct the renovation in phases,
finishing and leasing one section before working on another. To
receive historic tax credits, the entire project met the Secretary
of the Interior’s Standards for Rehabilitation. The guidelines,
fortunately, allowed for a phased construction plan.

Baker Hogan Houx Architecture and Planning made several
decisions to preserve the building’s character yet make it
modern in efficiency. Historic windows were saved when
possible and the ceiling and walls were insulated, a move that
began saving money almost immediately, says Kangas.

The Graystone Hotel section was turned into a
mix of 22 studios, one-bedroom and two-bedroom
apartments. The annex, meanwhile, went small,
with 19 studios and one-bedroom units. The
developer decided to continue having the main floor
serve as commercial offices, including one for its
own staff.

In addition to energy efficient upgrades, the building received
all new mechanical systems.

One of the primary issues the developer faced involved
incorporating energy efficiency into a historic building.
Many funding sources, in fact, were tied to the development
of energy-efficient strategies that would reduce the utility
bills of low- to moderate-income renters. Since the building
is income-restricted, the units stay within reach of tenants
struggling to get by, said Arlen Kangas, the MMCDC’s
former president and chief economist. The Annex, in fact, is
a Low Income Housing Tax Credit property that caps rents
based on a region’s average rents.
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The project did not stop with the Graystone and Annex. The
agency decided to continue restoring the rest of the block,
adding three more historic buildings. They were submitted
and approved for National Register of Historic Places
designation. “The whole block was in such tough shape we
had to preserve those buildings to preserve our investment in
Graystone,” he says.
Those structures—a bank building, an opera house and a
merchandise store—today house retail and office spaces, Kangas
says. The additional renovations added another $5 million in
development costs.
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THE RESULTS
LESSONS LEARNED
The renovation “happened at a pivotal time because there
was a general decline of a very prominent block in the city,”
Kangas says. Turning around that block led to investment in
other historic downtown Detroit Lakes buildings. Today, the
Amtrak Station has been restored and a 1932 school has been
transformed into a “very vibrant community center,” he says.

Mix of strategies keeps project in the black. The Graystone
is an intersection of housing development, community
revitalization and historic preservation. It generated
enough income to pay its continued upkeep, which isn’t
always the case.

For the people who lived in the housing before the
renovation, the change has been remarkable. “It attracted
a very difficult clientele. According to the police chief, 90
percent of the police calls in the city came from this particular
building,” Kangas says. The tenants who were not causing
problems were moved to the annex while the Graystone was
being renovated and then moved back in after completion, he
says, allowing the developer to avoid the cost of an expensive
relocation. They are close knit and range in age from 18 to 70.
“Many tenants who were living in absolute squalor are now
living in a nice building that is historic in nature,” Kangas
adds. “They take a lot of pride in living here.”

Rehabbing anchor spurs additional redevelopment. The

“You can’t imagine what kind of condition it was in. Most
people thought we were nuts. It was an almost heroic effort
to take on something with the reputation that it had. But
fortunately our company was pretty strong financially and
we had great support from the state and different groups.”

moved to the Graystone from the Annex during that

MMCDC decided after the initial renovation to completely
restore the entire block. By adaptively reusing historic
properties, the Graystone gave the entire downtown a shot
in the arm, spurring more growth and historic preservation.
Adding three buildings to the National Register was worth
the “time and expense” because “it will provide lasting
value for the next 40 to 60 years,” he says.
Energy updates translate to healthy homes. Graystone’s
focus on energy efficiency resulted in green and healthy
homes, supporting better health outcomes for the tenants.
Phased rehab reduces costs. Many of the tenants were
renovation, saving significantly on cost and offering
continuity to their lives.
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