
 
 

Request for City Council Committee Action 
From the Department of Community Planning & Economic Development 

 
Date:  May 17, 2005 
   
To:  Council Member Lisa Goodman, Community Development Cmte 
 
Prepared by:  Bernadette Hornig, Senior Project Coordinator, (612) 673-5236     
 
Presenter in  
Committee:  Bernadette Hornig, Senior Project Coordinator 
 
Approved by:  Elizabeth Ryan, Director, Housing ________________ 
 
Subject: Delinquent Neighborhood Improvement Company Loan 
 
RECOMMENDATION:  Staff requests that the City Council approve a write-off of 
$57,000 of bad debt in the form of an unsecured Note from the now defunct 
Neighborhood Improvement Company (NIC) dated July 14, 1982. 
 
Previous Directives:  The MCDA Board of Commissioners approved two loans to the 
Neighborhood Improvement Company in the amounts of $57,000 and $713,500 in 1982 
to help finance the redevelopment of the Madison school site (501 East 15th Street) into 
affordable rental housing. 
 
Financial Impact (Check those that apply) 

___ 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 
 _X_ Other financial impact (Explain):  Will require City to write-off $57,000 in  

uncollectible debt. 
___Request provided to the Budget Office when provided to the Committee    

                 Coordinator 
 
Community Impact (Summarize below) 
 

Ward:  7 
 

Neighborhood Notification:  CPED policy does not require neighborhood  
notification for financial restructuring.   

 



City Goals:  Maintaining the project as affordable rental family housing supports  
the following City Goal: 

 - Foster the development and preservation of a mix of quality housing types that  
are available affordable, meets current needs, and promotes future growth. 

 
Comprehensive Plan:  Maintaining the project as affordable rental family  
housing supports Section 4.11: Minneapolis will improve the availability of  
housing options for its resident and Section 4.15 Minneapolis will carefully  
identify project sites where housing redevelopment or housing revitalization are  
the appropriate response to neighborhood conditions and market demand.  

 
Zoning Code:  Project complies. 

 
Living Wage/Job Linkage:  Not applicable. 

 
 
 
Background/Supporting Information  
 
On July 14, 1982, the Minneapolis Community Development Agency (MCDA) made two 
unsecured deferred loans in the amounts of $57,000 and $713,150 to the Neighborhood 
Improvement Company (NIC) to help finance the redevelopment of the Madison school 
site, located at 501 East 15th Street, into affordable rental housing.  The resulting 
development, known as the Madison Apartments, consists of four four-bedroom, nine 
three-bedroom and thirty-eight two-bedroom townhouse style units; all fifty-one units are 
subsidized with project-based Section 8.  The property continues to operate 
successfully as affordable rental housing for families earning 30% or less of the area 
median income (AMI). 
 
NIC’s $57,000 Note carried a rate of 0% interest, with the entire principal balance due 
on April 30, 1987.  NIC’s $713,150 Note also carried a rate of 0%, with the entire 
principal due on December 31, 2012. 
 
While the MCDA’s loans were made directly to NIC, the project was developed and 
legally owned by the Madison Apartments Limited Partnership (the Partnership), with 
NIC acting as the General Partner.  In the late 1980s, NIC went out of business and an 
affiliate of LaSalle Group Limited stepped in as the General Partner and property 
manager.  The $713,150 loan was assumed by the Partnership and appears on the 
Partnership’s balance sheet.  This loan remains in good standing. 
 
Liability for the $57,000 note has been disputed since NIC disbanded.  The LaSalle 
Group has attempted repeatedly to track down former NIC affiliates regarding the 
$57,000 loan.  The current Partners believe that the loan proceeds were never provided 
to the Partnership and dispute that the funds were actually used for the project.  See 
“Contingent Liability” section of the attached Notes to the Madison Apartment’s Limited 
Partnership’s audited financial statements. 
 
Since 2004 MCDA and CPED staff have attempted to track down evidence that the 
$57,000 loan was assigned to the Partnership or that the loan proceeds were used for 



the Madison Apartments project.  Based on the limited documentation available, CPED 
staff concur with the LaSalle Group’s conclusion that the $57,000 note was not 
assigned to or assumed by the Madison Apartments Limited Partnership. 
 
Since NIC has been out of business for over fifteen years, CPED staff recommends that 
the City Council approve a write-off of a $57,000 bad debt, loaned in the form of an 
unsecured note to the now defunct Neighborhood Improvement Company (NIC) on July 
14, 1982. 


