
 
Request for City Council Committee Action from the  

Department of Community Planning and Economic Development - CPED 
 
Date:  April 27, 2007 
To:  Council Member Lisa Goodman, Community Development Committee 
 
Subject:  Restructure of Seward Redesign NRP Loan #AA9200187 for the 27th and 

Franklin Commercial Redevelopment Project at 2611-2627 E Franklin Ave 
 
Recommendation: 
Approve loan restructure (1) deferring loan payment for five years and eight months to 
January 2013 at 2% interest with monthly interest-only payments and (2) amortizing 
monthly principal and interest payments for ten years at 4% interest thereafter, beginning 
January 1, 2013. 
 
Previous Directives:   
(1) On April 15, 1992, MCDA and Seward Redesign, Inc. executed a Loan Agreement C-
3072 for $240,000 of 1991 NRP Transition Funds for the 27th and Franklin Commercial 
Redevelopment Project in the Seward Neighborhood, Ward 2.   
(2) On May 12, 1992, MCDA and Seward Redesign, Inc. executed the associated NRP Loan 
Promissory Note AA920018 and NRP Loan Mortgage AA920018.   
 
Prepared by:  Rebecca Brown, Project Coordinator, CPED        phone:673-5018                     
 
Approved by: Charles T. Lutz, Deputy Director, CPED                            _______________    
 
                    Mike Christenson, Economic Policy and Development Director  ____________ 
 
                    Bob Miller, NRP Director                                                  _______________ 
 
Presenter in Committee: Rebecca Brown 
 
Reviews 
Development Finance Committee, April 12, 2007 
 
Financial Impact 
Deferring a $240,000 full payment from May 2007 to January 2013, during which time two 
percent interest-only payments are made, and commencing monthly payments over ten 
years from January 2013 to December 2022 at four percent interest.  The Net Present Value 
of this restructure, as of May 2007, is $217,500.  
 
Community Impact 
Neighborhood Notification: Not required 
City Goals: Connected Communities 
Comprehensive Plan: Create strong vital commercial corridors citywide through mixed-use 
    development, including a variety of businesses and creative housed. 
Zoning Code: No impact 
Living Wage/Business Subsidy Agreement  Yes_____ No__x__ 
Job Linkage     Yes_____ No__x__ 



Project Description 
The original $240,000 NRP Loan terms were to be repaid as follows: 

1) No interest shall accrue on the NRP Loan. 
2) No principal payments shall be required prior to the fifteenth (15th) anniversary of 

the Date of Closing. 
As of the fifteenth (15th) anniversary of the Date of Closing, the entire outstanding balance 
of the NRP Loan shall be due and payable in full.  (The fifteenth anniversary of the Date of 
Closing is May 12, 2007.) 
 
Seward Redesign reported to the City that they had budgeted for repayment of the NRP 
loan in 2007, but the building’s long-term tenants, University Family Physicians, decided not 
to renew their lease and provided Seward Redesign with very little notice of their intention 
to vacate.  Despite efforts to find another medical service tenant to use the existing 
amenities of the building, Seward Redesign has been unable to secure any.  Thus, Seward 
Redesign plans to find a mix of commercial tenants to provide services to benefit the 
community and add to existing retail on Franklin Avenue.   
 
Accommodating new non-medical tenants will involve major capital improvements to the 
property.  Seward Redesign anticipates securing $1.25 million in new financing to re-tenant 
and renovate the building.  For these reasons, Seward Redesign requested an extension of 
the NRP loan terms to provide them with needed flexibility to renovate the building in order 
to maintain this vital asset on the Franklin Avenue commercial corridor. 
 
Seward Redesign issued a Request for Proposals for financing a $1.25 million first mortgage.  
Seward Redesign sent the RFP to Wells Fargo, Franklin Bank, Park Midway Bank, Western 
Bank, and M & I Bank, all of whom have expressed interest in financing the project. 
 
Repayment 
The restructured loan will be repaid as follows: 

1) 2% interest shall accrue on the NRP Loan from May 12, 2007 to December 31, 
2012.  

2) Monthly, interest-only payments will be made from May 12, 2007 though December 
31, 2012. 

3) No principal payments shall be required prior to January 1, 2013. 
4) As of the first day of January 2013, 4% interest will begin to accrue, with monthly 

principal and interest payments scheduled for full repayment in 120 months. 
The loan amortization schedule is attached to this report. 
 
Transition Funds are allocations of the NRP Policy Board.  The Policy Board gives the NRP 
Director authority to approve certain changes to the Transition Fund proposals.  At Bob 
Miller’s request, 2% interest accrues in this restructure during the principal payment 
deferral period to diminish the loss in present value of the loan.  The 2% interest adds 
$27,500 to the net present value of the restructure.  The NRP office is starting to receive 
requests for loan restructuring as NRP loans become payable.  To ensure as much value is 
retained as possible and to iterate that it is not the first choice of the NRP office to forgive 
loans, the 2% interest is included in deferral periods. 
 
The terms and provisions of the original Loan Agreement will stay the same in the amended 
Loan Agreement.  An amended promissory note and an amended mortgage will secure the 
loan.  The estimated market value of the property is over $2.5 million, and the NRP loan will 
be subordinate to the $1.25 million in private financing. 
 
Seward Redesign plans to make the loan payments out of the revenue from tenanting the 
renovated space.  Their projections for the project are reasonable and attainable (see the 
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ten-year pro-forma for the Franklin East Building Redevelopment project attached to this 
report).  They used a 20% vacancy after year one, mainly to account for the difficulty in 
tenanting the building’s basement office space; however, they are confident that they will 
be able to fill the space at a low rate.  Two of the current occupants are staying; one is 
increasing their leased square footage.  These two tenants secure 40 percent of the rentable 
square footage.   
 
Seward Redesign projects their net operating income will be $149,483 in year one and 
increase to $197,604 by year ten of the project.  Monthly principal and interest payments 
begin on the NRP loan in year seven of the pro-forma (2013).  In year one, the debt 
coverage ratio is projected to be 1.09, which rises to 1.43 before dropping in year seven to 
1.13 when NRP principal and interest loan payments begin.  Seward Redesign understands 
that it is a tight project, but with very reasonable assumptions that likely err on the 
conservative side, consistent and full payments on the NRP loan should be feasible.   
 
Discussion of Financial Statements 
Seward Redesign’s financial statements for 2004, 2005, and 2006 show healthy current, 
quick, and debt-to-equity ratios.  Their current ratio has been greater than ten dollars in 
current assets for every dollar in current liabilities all three years.  The quick ratio shows 
they had at least seven dollars of cash assets for every dollar of current liabilities the past 
three years.  In 2004, they had one dollar of equity for every $0.43 in debt.  It increased to 
$1.50 in debt for 2005 and dropped slightly in 2006, to $1.20 in debt to every dollar in 
equity.   
 
Risk Assessment 
By restructuring the loan, initially issued to reactivate the site, the City is reallocating the 
funds to the same parcel.  Maintaining active storefronts in this building on Franklin Avenue 
is critical to health and growth of the Seward Neighborhood section of the Franklin Avenue 
Commercial Corridor.  With 40 percent of the rentable square footage secured by long-term 
tenants, Seward Redesign is able to concentrate resources on leasing the remaining square 
footage.  
 
Seward Redesign needs to tenant 60 percent of the building and secure $1.25 million in 
private loans to finance the renovation.  These are not small tasks; however, their 
confidence in succeeding at both is reflective of both their past work and commitment to the 
Franklin Avenue corridor, lessening the risk. 
 
Attachments 

1) Loan Amortization Schedule 
2) Project 10-Year Pro-forma 
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