City of Grand Forks

GRAND Staff Report
F s Committee of the Whole - May 26, 2026
OES City Council - June1, 2026
Agenda Item: Proposed staffing agreement between Half Brothers Brewing Company LLC and

322 Hospitality , LLC and discussion of leased employees in alcoholic beverage
establishments

Submitted by: Maureen Storstad, City Finance Director
Sherie Lundmark, City Clerk

Staff Recommended Action: Review proposed agreement and confirm if a City Code change
clarifying the use of leased employees should be brought forward

Committee Recommended Action:
As the proposed operational plan is not prohibited under City or State currently, it may go forward. City Attorney will look at drafting an

amendment to City Code that will provide parameters to use of leased employees so that it could not evolve to full operational control, in

essence.a transfer of license without Cig Council aggroval. No action taken.

Council Action:  N/A - When a draft ordinance is available it will be brought forward for consideration.

BACKGROUND:

Half Brothers Brewing Company, LLC, dba Half Brothers, holds a Class 3 (On/Off-sale Beer & Wine)
Alcoholic Beverage License. Sanders 322 Demers, LLC, holds a Class 5 Hotel/Motel Alcoholic Beverage
License, used in the operation of the Olive Ann Hotel in its various food & beverage areas, including Skies
322, event spaces and in-room alcohol service. 322 Hospitality Group, LLC, is a wholly owned subsidiary
of Sanders 322 Demers, LLC. The businesses have a proposed agreement for 322 Hospitality Group’s
employees to fill staffing needs at Half Brothers. As this type of arrangement is not addressed in City Code,
staff is bringing the item to City Council review.

It is recognized that leased employees could assist license holders with staffing issues. There is a concern
that leased employees could take on a more active role in the management of a business to the extent that
it would effectively become a transfer of license, which requires City Council approval. City Council’s
feedback is sought on whether a City Code update which would add regulatory language clarifying the use
of leased employees by licensees should be brought forward.

ANALYSIS AND FINDINGS OF FACT:

e Half Brother Brewing Company, LLC holds a Class 3 alcoholic beverage license, doing business
as Half Brothers at 17 N 3" St.

e Sanders 322 Demers, LLC, holds a Class 5 alcoholic beverage license, doing business as Olive
Ann Hotel, located at 322 Demers Avenue. They utilize their wholly owned subsidiary, 322
Hospitality Group, LLC for operational support for the Olive Ann Hotel. The alcohol license
serves Skies 322 Restaurant, event spaces, in room mini-bars and any room service for the
property.

e Half Brothers and 322 Hospitality Group have submitted a proposed staffing agreement for 322
Hospitality employees to staff Half Brothers. A letter providing details of the agreement has been
submitted to the city.

e Current City Code provides operational regulations for alcoholic beverage establishments holding



licenses within the City of Grand Forks, however does not address the use of leased employees as
is being proposed by Half Brothers and 322 Hospitality Group.
City Council has authority for regulation of alcoholic beverage establishments in the city.

e Staff is bringing this matter to City Council for review and determination if City Code should be
amended to include clarifying language regarding the use of leased employees.

SUPPORT MATERIALS:

e Letter detailing proposed staffing arrangement.



Brent A. Haase
Attorney

Mobile: (701) 371-4627 | brent@haaselawfirm.com
4551 S Washington St, Ste H

Grand Forks, ND 58201

Main: (701) 757-0146

May 21, 2026
City of Grand Forks via email only to
Finance and Administrative Services Department slundmark(@grandforksgov.com
Attn: Sherie Lundmark
255N 4™ Street

Grand Forks, ND 58203

Re: Half Brothers Brewing Company, LLC/322 Hospitality Group LLC
Dear Ms. Lundmark,

Per our telephone discussion yesterday, | am delivering this letter to you on behalf of my client, 322
Hospitality Group LLC (“322”), a wholly owned subsidiary of Sanders 322 Demers LLC, which owns and
operates The Olive Ann Hotel, Skies 322 Restaurant, and Sweetwaters Coffee and Tea (together “Olive
Ann”). This letter explains the proposed staffing agreement between 322 and Half Brothers Brewing
Company LLC (“HB”). Further, I understand this letter will be provided to the Grand Forks City Council
prior to the City Council meeting on Tuesday, May 26, 2026.

As a matter of reference, the leasing of employees under a “paymaster” arrangement such as what
is being proposed is standard practice in business and is used extensively in Philip Gisi’s other businesses
(Edgewood Group of Companies) across the upper Midwest. Utilizing a paymaster concept allows staff to
work at various locations and promotes standardized benefit plans and back-office processing.

The proposed staffing arrangement between 322 and HB is as follows:

1. HB and 322 enter into a paymaster agreement (“Paymaster”). Pursuant to the Paymaster, 322
employees will be leased to HB to perform food service and other ordinary restaurant tasks at HB.

2. HB will reimburse 322 for the actual costs related to the employees provided to HB. There will be
no other payment of any kind from HB to 322; there will be no revenue sharing, performance-based
fees, or any other additional payment from HB under the Lease.

3. 322 employees that will work for HB may also work for Olive Ann. All hours worked by each
employee, whether for HB or Olive Ann, will count toward the employees’ regular and overtime
pay. Forexample, if an employee works 30 hours for HB and 15 hours for Olive Ann, the employee
will receive 40 hours of regular pay and five hours of overtime pay.

4. Chad Gunderson, the sole owner and operator of HB, will continue operating HB exactly the same
as he has previously. Mr. Gunderson will continue brewing beer at HB and ensuring HB complies
with all duties and responsibilities as a Class 3 Alcoholic Beverage License holder. Moreover,
neither 322 nor Olive Ann will benefit in any way from HB’s Class 3 license; HB’s license will
continue to be utilized solely for HB’s business and all purchasing, sales, and compliance matters
will continue to be directly managed by Mr. Gunderson.

Haase Law, LLC



I have reviewed Chapter XXI, Article 2 of the City Code, NDCC Title 5, and Admin Code Article 10-
08. Icould not find any requirement that the staff of an alcoholic beverage license holder must be directly
employed by the license holder, nor could I find a requirement that individuals serving alcohol must be
employed by the license holder. Instead, City Code does specifically permit both employees and agents of
license holders to serve alcohol. For example:

A. Section21-0212 ofthe City Code provides, “anyactorconductbyany cleik, employee, manager or
agent of a license holder, or by any person providing entertainment or working for or on behalf of
a license holder, whether compensated or not, which act or conduct takes place either on the
licensed premises or in any patking lot or other area adjacent to, or under the lease or control of the
licensed premises, and which act or conduct violates any state or federal statutes or regulations, or
any city ordinance, shall be considered to be and treated as the act or conduct of the license holder
for the purpose of adverse action against all or any of the licenses held by such license holder.”

B. Similarly, Section 21-022 1(2) states "It shall be unlawful for any license holder, individually or by
or through any officer, employee, or agent, to...”

There are several other references to agents acting on behalf of the license holder in the same capacity
as an employee. Based on those references, it is reasonable to conclude the arrangement under the Lease
is in compliance with City Code.

I could notfindany provision in the Century Code or the Administrative Coderequiringa license holder
to directly employ staff. Both are silent on the matter.

Inany event, [understand this matter will be presented to City Council forconfirmationandapproval. If
there is any other information that is necessary for City Council to consider this matter, please let me know.,
Sin y,
Brent Haase

Acknowledged and Agreed:

322 Hospitality Group LLC Half Brothers Brewing Company, LLC

By: Philip Gisi By: Chad Gunderson
Its: CEO and Owner Its: Manager and Sole Member






