
MEMORANDUM 
COMMUNITY AND ECONOMIC DEVELOPMENT DEPARTMENT 

 
TO:  Thomas Thomas, City Manager 
 
SUBJECT: College Hill Residential Development – Loan Release DATE: 4/9/2013 

 
 

 
The College Hill Residential Development dates back to 2004 when the PUD was issued to build 
74-units of residential condos (duplex townhomes).  The City entered into a $370,000 forgivable 
loan agreement with the developer on November 30, 2004.  The loan was in second (2

nd
) position 

to the initial mortgage loan of $1,800,000 provided by Northwest Bank & Trust Company.  Since 
then, the developer filed bankruptcy and went out of business.  Northwest Bank & Trust Company 
foreclosed on its first lien which normally would have eliminated the City’s second lien.  However, 
Northwest Bank & Trust accepted a deed in lieu of foreclosure which stopped the formal 
foreclosure process.  This left the City’s lien in place on a few select parcels.  The current 
outstanding balance due to Northwest Bank by the developer on the loan is in excess of 
$1,500,000.  Northwest bank is offering the City $2,500 to release all of the College Hill parcels 
with a remaining lien.    Accepting this offer from the bank would allow the bank to sell the 
remaining lots in the subdivision.  Northwest Bank would need to average over $32,000 per lot on 
the remaining 52 lots to break even on its loan.  The City will see no development in this 
subdivision until the lien issue is resolved. 
 
An alternative option is that the bank restarts the foreclosure process which in turn voids our 2

nd
 

lien.  This option would cost the City money to defend the foreclosure which is unlikely to be 
successful.  This option will also stall any development in this location for at least one year during 
the process.    
 
Rock Island Economic Growth Corporation (GROWTH) has plans to  purchase the lot in question.  
Currently, GROWTH has the option to purchase 10 of the remaining lots from Northwest Bank.  
This agreement states that the first 6 lots will be purchased at $25,000 and the remaining 4 lots 
will be purchased at $30,000.  GROWTH’s intent is to build 10 single-family homes on these 
acquired lots.  
 
 
Recommendation: 
 
For City Council to authorize the City Manager the ability to execute the release of the City’s 
mortgage against the remaining College Hill Residential Lots in full for the sum of $2,500. 
 
 
Submitted by: Jeffery A. Eder, Community and Economic Development Director 
 
 
 

Approved: Thomas Thomas, City Manager 

 
 










