
City of Grand Forks 

Staff Report 
Committee of the Whole – May 11, 2026 

City Council – May 18, 2026 

Agenda Item:  Mortgage & Assignment of Rents Subordination Request – 116 S. 3rd St. 

Submitted by:   Collin T. Hanson, Community Development Manager 

Staff Recommended Action:  Authorize subordination of mortgage and assignment of rents 
associated with Rhombus House of Pizza, LLC’s CDBG flood era disaster recovery assistance loan, 
subject to review and approval by the City Attorney. 

Committee Recommended Action: 

Council Action: 

BACKGROUND: 

A significant amount of CDBG disaster recovery assistance was allocated to the rehabilitation of 
downtown properties, including Metropolitan Opera House building on S. Third Street.  In 2001, 
$600,000 was awarded to Oriental Avenue LLP (Lonnie Laffen), to assist with the acquisition and 
renovation of the Metropolitan Opera House. Funds were provided in the form of a 35-year, 0% 
interest, forgivable loan, which is secured by a mortgage and assignment of rents.  Under the 
terms of the loan, no payments are required and beginning in Year 6,  3.333% ($20,000.00) of the 
principal is forgiven annually if 1) the property is not sold without consent of the city within the 
first ten years of original acquisition of the property, 2) the property remains current on taxes 
and special assessments, 3) the project is completed, and 4) owner is not in default of the loan 
agreement.  

The project was completed as specified, the property was not previously sold without consent of 
the City, and the owners are not in default of the loan agreement. As of May 8, 2026, the Grand 
Forks County website shows 2026 real estate taxes and special assessments as paid. The current 
balance of the loan is $180,000. 

Rhombus House of Pizza, LLC acquired the property in 2013 after City Council approved their 
request to assume the mortgage. That entity is still the owner of the property and has refinanced 
with a new lender, Choice Bank. The request is to subordinate to Choice Bank’s loan of 
$2,400,000, and carries a term of 36 months at 6% interest. The property is appraised at 
$3,140,000 and total debt on the project, including the remaining balance of $180,000 on the 
City loan, is $2,580,000, putting loan to value at 82%. A similar request was approved by City 

Motion by Osowski, second by Berg to move item to City 
Council with a recommendation to approve. Motion 
carried unanimously. 



Council in 2013 to subordinate the mortgage and assignment of rents to Bremer Bank as part of 
Rhombus House of Pizza, LLC’s acquisition of the property. 
 
ANALYSIS AND FINDINGS OF FACT:  

• Under 9 years remain on the original mortgage, representing an unforgiven loan balance of 
$180,000.   

• While mortgages were not attached to all downtown properties that received CDBG disaster 
assistance, they did secure large investments such as the subject property and the former 
City Center Mall (“Old Town” at 33 South Third Street).  In this case, CDBG assistance 
represented approximately one third (33.333%) of the total estimated project cost (in 2000) 
of $1.8 million. 

• City Council approved a revised reversion of assets and mortgages policy for the CDBG 
program on April 7, 2025. The requested mortgage subordination would have met the criteria 
to be reviewed and approved administratively with a loan to value not exceeding 90%; 
however, the policy does not allow for the administrative review and approval of 
subordination of assignments of rents. Community Development staff anticipate 
recommending a policy change for HUD funded forgivable loans in an effort to streamline 
future subordination, assumption, and change in lead lender requests. 

• The intent of the mortgage was to ensure the City’s significant CDBG investment would result 
in a project that would make a long-term contribution to downtown Grand Forks’ economic 
viability and historic/architectural heritage.   

 
SUPPORT MATERIALS:   
 

• Mortgage Subordination Request 

• Amortization Schedule 

• Recorded Mortgage 

• Recorded Assignment of Rents 

• Draft Mortgage Subordination 

• Draft Assignment of Rents Subordination
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City of Grand Forks, ND

CDBG Disaster Assistance Loan 

Borrower:  Oriental Avenue, LLP

City of Grand Forks Principal Borrowed:  600,000.00

CDBG Disaster Assistance Loan Annual Interest Rate: 0.000%

Borrower:  Oriental Avenue LLP Compound Period:  Annual

Start Date:  02/02/2000

End Date:  02/02/2035

AMORTIZATION SCHEDULE - Normal Amortization

Date

Principal 

Forgiven Balance Date

Principal 

Forgiven Balance

Loan 2/2/2000 600,000.00 18 2/2/2018 20,000.00

2000 Totals 0.00 2018 Totals 20,000.00 340,000.00

1 2/2/2001 0.00 600,000.00 19 2/2/2019 20,000.00

2001 Totals 0.00 2019 Totals 20,000.00 320,000.00

2 2/2/2002 0.00 600,000.00 20 2/2/2020 20,000.00

2002 Totals 0.00 2020 Totals 20,000.00 300,000.00

3 2/2/2003 0.00 600,000.00 21 2/2/2021 20,000.00

2003 Totals 0.00 2021 Totals 20,000.00 280,000.00

4 2/2/2004 0.00 600,000.00 22 2/2/2022 20,000.00

2004 Totals 0.00 2022 Totals 20,000.00 260,000.00

5 2/2/2005 0.00 600,000.00 23 2/2/2023 20,000.00

2005 Totals 0.00 2023 Totals 20,000.00 240,000.00

6 2/2/2006 20,000.00 580,000.00 24 2/2/2024 20,000.00

2006 Totals 20,000.00 2024 Totals 20,000.00 220,000.00

7 2/2/2007 20,000.00 560,000.00 25 2/2/2025 20,000.00

2007 Totals 20,000.00 2025 Totals 20,000.00 200,000.00

8 2/2/2008 20,000.00 540,000.00 26 2/2/2026 20,000.00

2008 Totals 20,000.00 2026 Totals 20,000.00 180,000.00

9 2/2/2009 20,000.00 520,000.00 27 2/2/2027 20,000.00

2009 Totals 20,000.00 2027 Totals 20,000.00 160,000.00

10 2/2/2010 20,000.00 500,000.00 28 2/2/2028 20,000.00

2010 Totals 20,000.00 2028 Totals 20,000.00 140,000.00

11 2/2/2011 20,000.00 480,000.00 29 2/2/2029 20,000.00

2011 Totals 20,000.00 2029 Totals 20,000.00 120,000.00

12 2/2/2012 20,000.00 460,000.00 30 2/2/2030 20,000.00

2012 Totals 20,000.00 2030 Totals 20,000.00 100,000.00

13 2/2/2013 20,000.00 440,000.00 31 2/2/2031 20,000.00

2013 Totals 20,000.00 2031 Totals 20,000.00 80,000.00

14 2/2/2014 20,000.00 420,000.00 32 2/2/2032 20,000.00

2014 Totals 20,000.00 2032 Totals 20,000.00 60,000.00

15 2/2/2015 20,000.00 400,000.00 33 2/2/2033 20,000.00

2015 Totals 20,000.00 2033 Totals 20,000.00 40,000.00

16 2/2/2016 20,000.00 380,000.00 34 2/2/2034 20,000.00

2016 Totals 20,000.00 2034 Totals 20,000.00 20,000.00

17 2/2/2017 20,000.00 360,000.00 35 2/2/2035 20,000.00

2017 Totals 20,000.00 2035 Totals 20,000.00 0.00

Grand Totals 600,000.00

Term:  35 years; no forgiveness years 1-5; 

$20,000 forgiveness years 6-35

















 
 
 
 
 
 
 
 
 
 
 

SUBORDINATION AGREEMENT 
 

 THIS SUBORDINATION AGREEMENT, dated this ______ day of 
_____________________________________, 2026, is made by City of Grand Forks, a North 
Dakota Municipal Corporation (“Subordinating Creditor”) for the benefit of Choice Financial 
Group, its successors and/or assigns (“Lender”). 
 
 WHEREAS, Oriental Avenue, LLP has given a Mortgage (“Subordinated Debt”) to 
Subordinating Creditor recorded October 4, 2000 at 9:00 A.M. as Document No. 575657, which 
said Mortgage was assumed by Rhombus House of Pizza, LLC (“Borrower”) by virtue of a 
Mortgage Assumption Agreement recorded July 25, 2013 at 2:15 P.M. as Document No. 
735264, in the original principal amount of $600,000.00, securing certain real property located 
in the County of Grand Forks, State of North Dakota, described as follows (“Property”): 
 

Lot One (1), in Block One (1), Town of Grand Forks First Resubdivision to the City of 
Grand Forks, North Dakota, according to the plat thereof on file in the Office of the 
County Recorder within and for Grand Forks County, N.D., and recorded as Document 
No. 570909. 

 
 Lender is the Mortgagee under a Mortgage, hereinafter referred to as “Senior 
Mortgage”, given by Borrower dated ___________________________________, 2026, 
recorded on the _______ day of ________________________________, 2026 as Document No. 
____________, in the original principal amount of $2,386,064.67. 
 
 To induce the Lender to make a loan to Borrower secured by the Senior Mortgage, 
Subordinating Creditor has agreed to execute and deliver this Subordination Agreement. 
 
 NOW THEREFORE, in consideration of the premises and for other good and valuable 
consideration, the receipt and sufficiency of which are hereby acknowledged, the Subordinated 
Debt hereby and shall be and shall remain fully subordinate for all purposes to the lien of the 
Senior Mortgage on the said property to the full extent of all sums from time to time secured by 
the said Senior Mortgage, provided, together with interest thereon, amounts advanced to 
protect the lien and priority of the Senior Mortgage, and costs of collection and foreclosure. 

DRAFT



  
 IN WITNESS WHEREOF, this Subordination Agreement has been duly executed as of the 
day and year first above written. 
 
     CITY OF GRAND FORKS, A NORTH DAKOTA MUNICIPAL  
     CORPORATION 
  
    By: _____________________________________  
     
    Its: _____________________________________  
 
    By: _____________________________________  
 
    Its: _____________________________________ 
 
STATE OF NORTH DAKOTA   ) 
      ) ss. 
COUNTY OF GRAND FORKS   ) 
 
 On this _____ day of ____________________________________, 2026, personally 
before me appeared ____________________________________________________________, 
known to me to be the __________________________________________________________ 
of City of Grand Forks, a North Dakota Municipal Corporation, the Subordinating Creditor 
described above, and acknowledged that he/she/they executed the same on its behalf. 
 
 
     _______________________________________  
     Notary Public 
     My Commission Expires: 
 
 
 DRAFT



 
 
 
 
 
 
 
 
 
 
 

SUBORDINATION AGREEMENT 
 

 THIS SUBORDINATION AGREEMENT, dated this ______ day of 
_____________________________________, 2026, is made by City of Grand Forks, a North 
Dakota Municipal Corporation (“Subordinating Creditor”) for the benefit of Choice Financial 
Group, its successors and/or assigns (“Lender”). 
 
 WHEREAS, Oriental Avenue, LLP has given an Assignment of Rents (“Subordinated 
Debt”) to Subordinating Creditor recorded October 4, 2000 at 9:00 A.M. as Document No. 
575658, which said Assignment of Rents was assumed by Rhombus House of Pizza, LLC 
(“Borrower”) by virtue of a Mortgage Assumption Agreement recorded July 25, 2013 at 2:15 
P.M. as Document No. 735264, securing certain real property located in the County of Grand 
Forks, State of North Dakota, described as follows (“Property”): 
 

Lot One (1), in Block One (1), Town of Grand Forks First Resubdivision to the City of 
Grand Forks, North Dakota, according to the plat thereof on file in the Office of the 
County Recorder within and for Grand Forks County, N.D., and recorded as Document 
No. 570909. 

 
 Lender is the Mortgagee under a Mortgage, hereinafter referred to as “Senior 
Mortgage”, given by Borrower dated ___________________________________, 2026, 
recorded on the _______ day of ________________________________, 2026 as Document No. 
____________, in the original principal amount of $2,386,064.67. 
 
 To induce the Lender to make a loan to Borrower secured by the Senior Mortgage, 
Subordinating Creditor has agreed to execute and deliver this Subordination Agreement. 
 
 NOW THEREFORE, in consideration of the premises and for other good and valuable 
consideration, the receipt and sufficiency of which are hereby acknowledged, the Subordinated 
Debt hereby and shall be and shall remain fully subordinate for all purposes to the lien of the 
Senior Mortgage on the said property to the full extent of all sums from time to time secured by 
the said Senior Mortgage, provided, together with interest thereon, amounts advanced to 
protect the lien and priority of the Senior Mortgage, and costs of collection and foreclosure. 

DRAFT



  
 IN WITNESS WHEREOF, this Subordination Agreement has been duly executed as of the 
day and year first above written. 
 
     CITY OF GRAND FORKS, A NORTH DAKOTA MUNICIPAL  
     CORPORATION 
  
    By: _____________________________________  
     
    Its: _____________________________________  
 
    By: _____________________________________  
 
    Its: _____________________________________ 
 
STATE OF NORTH DAKOTA   ) 
      ) ss. 
COUNTY OF GRAND FORKS   ) 
 
 On this _____ day of ____________________________________, 2026, personally 
before me appeared ____________________________________________________________, 
known to me to be the __________________________________________________________ 
of City of Grand Forks, a North Dakota Municipal Corporation, the Subordinating Creditor 
described above, and acknowledged that he/she/they executed the same on its behalf. 
 
 
     _______________________________________  
     Notary Public 
     My Commission Expires: 
 
 
 DRAFT
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