
Request for City Council Committee Action from the Department of Community 
Planning and Economic Development - CPED 

 
Date:  December 10, 2013 
 
To:  Council Member Lisa Goodman, Community Development Committee 
 
Subject:  Seward Towers East (2910 E Franklin) and Seward Towers West 
(2515 S 9th St) – City Authorization to Recast 3rd and 4th Position CPED Loans 
 
Recommendation:   
Staff recommends the approval of the recasting of the third and fourth position loans at 
1% simple interest for both Seward Towers East (2910 E. Franklin) and Seward Towers 
West (2515 S. 9th St.) retroactively to 4/23/2003 from the original rate of 5.47% 

 
Previous Directives:  

1) On September 27, 2002, City Council approved up to $20,000,000 Series 2003 
Multifamily Housing Entitlement Revenue Bonds to the Seward Towers Project 
under Resolution 2002R-325. 

 
2) On September 19, 2002, the MCDA Board of Commissioners approved 

restructure and subordination of existing 3rd and 4th position MCDA loans under 
Document 2002-228M. 

 
Prepared by: Jon Clevenger, Senior Project Coordinator, 612-673-2495                                                                         
Approved by: Charles T. Lutz, CPED Deputy Director                                 _____ 
                      Thomas A. Streitz, Director of Housing  Development           _____ 
Presenter in Committee: Jon Clevenger, ext. 2495 
Language Reviewed by Development Finance :                                           
                                           

 

Financial Impact: 

1) Recasting 3rd and 4th position loans at 1% simple interest retroactive to April 23, 
2002 will result in the elimination of approximately $1.3 million in accrued 
interest. 

2) There is a CPED administrative fee of $4000 associated with this request. 

 

 



Community Impact: 

1) Neighborhood Notification: NA 

2) City Goals: A Safe Place to Call Home; Livable Communities, Healthy Lives 

3) Comprehensive Plan: 3.3.2: Utilize city housing resources and partnerships to 
preserve the affordability of existing affordable housing. 3.3.4: Support policies 
and programs that create long-term and perpetually affordable housing units. 

Supporting Information 

Seward Tower East and Seward Tower West (Seward Towers) is a 21- story, two-
tower, affordable housing project in the Seward Neighborhood of Minneapolis.  
Originally built in 1969 and 1970, respectively, Seward Towers was purchased in 1990 
by The Seward Housing Corporation (CommondBond Communities as the Managing 
Member) in order to stabilize the development and retain the Section 8 contracts.  
CommonBond is one of the largest non-profit developers in the Minneapolis area with 
61 regional properties and over 5,500 units in their portfolio. 

Both Towers are comprised of 320 units each, of which there are 208 one-bedroom 
units, 56 studio units and 56 two-bedroom units respectively. Finally, 97% of the units 
are currently designated as 30% AMI units, utilizing Section 8 project based assistance. 
The project currently maintains a 0% vacancy rate with a two year long waiting list. 

 
Seward Towers West 

 
Seward Towers East 

Units QTY <30% Sec. 8 MKT 
 

Units QTY <30% Sec. 8 MKT 
0BR 56 55 55 1   0BR 56 54 54 2 
1BR 208 206 206 2 

 
1BR 208 200 200 8 

2BR 56 55 55 1 
 

2BR 56 53 53 3 
Total 320 316 316 4 

 
Total 320 307 307 13 

 

In April 2003, The City of Minneapolis issued Multifamily Housing Entitlement Revenue 
Bonds with an interest rate of 5.47% to refinance Seward Towers from the then existing 
Series 1990 bonds at an interest rate of 7.55% and provide funds for much needed 
rehabilitation and expansion of the Towers.  During this refinance, CPED also re-
subordinated their 3rd and 4th position non-amortizing mortgages, extended the term of 
these non-amortizing mortgages to 2036 and lowered the interest rate from 7.55% to 
5.47% in order to match the interest rate of the newly issued tax-exempt Housing 
Revenue Bonds.   

Finally as a condition of the lowering of the interest rate and the re-subordination of the 
3rd and 4th position non-amortizing mortgages, the existing annual payments in the 
amount of $86,000 would remain, an additional annual payment of 50% of any surplus 
cash (as long as there were sufficient replacement reserves of over $1 million and 
subject to HUD approval) would be added and the previously accrued interest from 
these non-amortizing mortgages would be carried over to the newly re-subordinated  
loans.  



 

Financial Information 

The project has been accruing a large amount of interest since 2003.  As demonstrated 
below by Table 1: Existing Debt Structure- at the end of 2013, this accrued interest 
amount will be approximately 100% of the principal amount.  

 

Table #1: Existing Debt Structure 

Project Principal 
Accrued Interest 

Beginning Balance (Note) 
Accrued Interest Balance @ 

5.47% (as of 12/31/2013) 

Seward Towers East (3rd) $  1,395,829.49 $            291,010.11 $            783,015.01 

Seward Towers East (4th) $      619,261.75 $            596,067.55 $            958,190.44 

    Seward Towers West (3rd) $        85,522.00 $              17,830.09 $              47,840.40 

Seward Towers West (4th) $      618,659.08 $            595,710.37 $            957,480.84 

Total $  2,719,272.32 $        1,500,618.12 $        2,746,526.69 

 

Recommendation 

CPED staff recommends the recasting of the third and fourth position non-amortizing 
mortgages at 1% simple interest retroactively to 4/23/2003 from the original rate of 
5.47%.  This recasting not only brings the 3rd and 4th position non-amortizing mortgages 
in congruence with the city’s current lending standards, it also, as demonstrated below 
by Table 2: Proposed Restructure, saves Seward Towers a combined $1.3 million 
(approximately) in accrued interest and encourages future rehabilitation of the property 
by reducing the Tower’s accrued interest liability and allows for the restructure of long-
term permanent debt.  All remaining terms of the loans would remain the same. 

Finally, Seward Towers Corporation is in compliance and current with both Seward 
Towers East’s and Seward Towers West’s regulatory agreements. Surplus cash 
payments, as stipulated in the regulatory agreements, are occasionally paid. These 
occasional payments occur only when there is available surplus cash as determined by 
HUD. Short or no payments result in additional accrued interest. This recasting will 
permit a future refinancing to occur and result in a better probability that surplus cash 
will be generated and payments to the City of Minneapolis will increase in frequency 
and regularity.  

 

 

 



 

Table 2: Proposed Restructure 

Table 2 Principal 

Accrued Interest 
Beginning 

Balance (Note) 

Accrued Interest 
Balance @ 5.47% 
(as of 12/31/2013) 

Accrued Interest 
Balance @ 1.0% 

(as of 12/31/2013) Interest Savings 

Seward Towers 
East (3rd) $  1,395,829.49 $           291,010.11  $          783,015.01   $           116,002.02   $           667,012.99  

Seward Towers 
East (4th) $     619,261.75 $           596,067.55  $          958,190.44   $           662,269.18   $           295,921.26  

   

      

Seward Towers 
West (3rd) $       85,522.00 $             17,830.09  $            47,840.40   $               6,972.74   $             40,867.66  

Seward Towers 
West (4th) $     618,659.08 $           595,710.37  $          957,480.84   $           661,847.57   $           295,633.27  

Total $  2,719,272.32  $        1,500,618.12  $       2,746,526.69   $        1,447,091.51   $        1,299,435.18  

 

 

 


