
 

 
 

 
Request for City Council Committee Action 

From the Department of Community Planning & Economic Development 
 
Date:  July 27, 2004 
   
To:  Council Member Lisa Goodman, Community Development Cmte 
 
Prepared by:  Dollie Crowther, Senior Housing Project Coordinator, Phone 612-

673-5263 
Presenter in  
Committee:  Dollie Crowther, Senior Housing Project Coordinator 
 
Approved by:  Lee Pao Xiong, Director, Housing    __________ 
 
Subject: Debt Restructuring on Various Multi-family Housing Projects 
 
RECOMMENDATION:  Request approval to restructure existing debt and repayment 
terms for the Homewood Apartments; approval to defer principal and interest 
payments and reduce the interest rate for the Chicago Avenue Apartments; approval 
to restructure existing debt and reduce the interest rate on the City Flats project; 
approval to restructure the existing debt and reduce the interest rate for the Little Earth 
of United Tribes Housing Corporation (LEUTHC) and restructure existing debt and 
repayment terms for the Boulevard project; authorize execution of the appropriate 
documents. 
 
Previous Directives:  These projects received approval of funding in prior years from 
the City Council/MCDA Board of Commissioners. 
 
Financial Impact (Check those that apply) 

 _X_ No financial impact - or - Action is within current department budget. 
         (If checked, go directly to next box) 

  ___ Action requires an appropriation increase to the Capital Budget  
  ___ Action requires an appropriation increase to the Operating Budget 
  ___ Action provides increased revenue for appropriation increase 
  ___ Action requires use of contingency or reserves 
  ___ Other financial impact (Explain): 

 ___ Request provided to the Budget Office when provided to the Committee    
                   Coordinator 
 
Community Impact  (Summarize below) 
 

Ward:  5, 6, 7, 8, 13 
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Neighborhood Notification:  Neighborhood Group Notification has occurred for 
each of the projects requesting restructuring. 
 

City Goals:  Foster the development and preservation of a mix of quality housing 
types that is available, affordable, meets current needs, and promotes future growth. 
 

Comprehensive Plan:  4.91  Minneapolis will grow by increasing its supply of 
housing.  4.15  Minneapolis will carefully identify project sites where housing 
redevelopment and/or housing revitalization are the appropriate responses to 
neighborhood conditions and market demand. 
 

Zoning Code:  Complies 
 

Living Wage/Job Linkage:  NA 
 
 
 
 
Background/Supporting Information 
 
In prior years, the MCDA provided gap funding for projects to sustain affordable rental 
housing. 
 
The term of the debt at that time was structured to adhere to what existed in the market 
place and what staff felt was each specific project’s ability to repay or defer debt.  Many 
of the MCDA loans on these projects are now due and payable and in some instances 
new debt is being placed on the projects.  This requires a restructuring of that debt as a 
result of requests from other lenders and limited partners who are making a new 
contribution to the project or simply after underwriting the project, the numbers dictate 
that the existing terms cannot be met by the owners/developers.  Debt restructuring 
terms are designed to first stabilize and sustain the affordability of the projects, and in 
several of these cases, to prevent negative tax consequences. 
 
The following gives a brief preview of each project request for restructuring: 
 

• Homewood Apartments 
 
Restructure two existing loans and accrued interest into one loan of $1,255,284 and 
extend term for thirty years at 1% simple interest.  Restructure is required to allow new 
limited partnership to assume the existing debt. 
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• Chicago Avenue Apartments 
 
Extend the term of the existing debt ($1,393,000) to 2022 and reduce the interest rate 
from 10% to 1% simple interest.  This restructuring will allow the project to comply with 
current underwriting standards. 
 

• City Flats 
 
B Flats – Extend existing loan of $374,050, 5% simple interest to 30 years at 1% simple 
interest retroactively from 1988 to 2004.  In 2005 interest rate will be adjusted to 0%.   
 
Calypso Flats – Restructure existing loans of $1,074,960 for 30 years and reduce the 
interest rate from 1% simple interest to 0%.  The National Equity Fund, in providing the 
syndication for the project reasonable is concerned with the economic value of the 
project after 30 years. 
 

• Little Earth of United Tribes Housing Corporation (LEUTHC) 
 
 Extend the existing loan of $99,455 for 29 years and reduce the interest rate from 5% 
simple interest to 1% simple interest.  This will allow restructured debt to be comparable 
with other CPED debt on the project. 
 

• The Boulevard Apartments 
 
Extend the term of the existing loan of $497,975 to December 31, 2045 from 2034 (10 
years) HUD/FHA requires a longer term than the first mortgage and therefore have 
requested an extension. 
 
All of these projects provide housing units for families at or below 50% of the Area 
Median Income and four of the projects have Section 8 Project Based Assistance.  (See 
attached Work Data Sheet) 
 
In no instance has there been any forgiveness of debt or accrued interest, merely 
deferring the loan due dates and adjusting the interest rate.  Staff has attempted to 
comply with the requirements of other lenders to more effectively underwrite the 
projects. 
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MEMORANDUM 
 
 
      July 8, 2004 
 
 
MEMO TO: Chuck Lutz, Deputy Director 
 
FROM: Jack Kryst, Chair, Development Finance Committee 
 
SUBJECT: Development Finance Committee Action Regarding City Flats Apartments  

Debt Restructuring 
 
On July 8, 2004, the Development Finance Committee considered a report on the proposed restructuring 
of debt associated with the City Flats Apartments at 2620 and 2633 1st Avenue South. 
 
The Committee recommends approval of the staff recommendation regarding restructuring, as described 
in the staff report. 
 
 
cc: Lee Sheehy 
 Cynthia Lee 
 Dollie Crowther 

Community Planning & Economic Development 
Crown Roller Mill, 105 Fifth Ave. S. 
Suite 200 
Minneapolis, MN  55401 




