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CITY OF SAN ANTONIO 
DEPARTMENT OF HOUSING & COMMUNITY DEVELOPMENT 

INTERDEPARTMENTAL CORRESPONDENCE 
\ 

TO: Mayor and City Council 

FROM: Andrew W. Cameron, Director, Housing & Community Development 

THROUGH: Terry M. Brechtel, City Manager 

COPIES: Milo Nitschke; Ramiro Cavazos; Trey Jacobson 

SUBJECT: Section 108 Loan Program Policy 

DATE: January 30,2003 

Summarv and Recommendations 

This ordinance approves the 108 Loan Guidelines for the City of San Antonio and 
authorizes the City Manager to accept and review applications for funding through said 
program and directs the City Manager to submit recommendations to the City Council. 

Staff recommends approval. 

Background Information 

The HUD Section 108 Loan Guarantee Program is a financing tool for Economic 
Development Projects that requires the municipality to pledge its future CDBG 
Entitlement funds as security. San Antonio has approved three 108 Loans. Two loans 
were approved in 1984 and both defaulted in 1988 and the third was approved in 1998 
and is current. Recent demands for municipal funding support coupled with a shortage of 
Economic Development project funding resources, led to the development of a policy to 
govern the distribution of the 108 resources. It also serves to protect future CDBG funds, 
which is a major component of the City’s revitalization funding strategy. 

Policy Analvsis 

Staff has developed a policy recommendation that divides the City’s 108 funding strategy 
into two categories. The majority of our efforts would be to provide incentives for fully 
secured projects. The policy also allows for projects that are consistent with the City’s 
revitalization strategy, and demonstrate financial potential but may not meet the typical 
financial structure required for economic development projects. 



In addition, staff is recommending that a limit of 60% of the City’s 108 funding capacity 
be available for project funding. This would guarantee the availability of CDBG 
Entitlement funding in the unlikely event that all projects fail. Currently, our 108 
borrowing capacity is $100 million which is five times our Entitlement, (currently $20 
million). Next year, our entitlement will be reduced to $17.5 million and our 108 
borrowing capacity will be reduced accordingly to $87.5 million. 

During the B-Session briefing on December 12,2002, the City Council raised the 
following questions: 

I-Should repayment of a defaulted IO8 Loan be the responsibility of the City Council 
District in which the project is located? 

Answer: Staff recommendation is to repay any default payments from the City-Wide 
CDBG program budget. This will decrease the total available funding to all districts 
by a pro-rated share of the loan payment, but it also provides for 108 program funding 
throughout the city. If repayment must come from the district, only districts that 
receive large CDBG allocations will have funding sufficient to support a 108 project. 

2-What do other cities do with their IO8 Loan program funds? 

Answer: Most cities use their 108 program to support commercial or industrial 
developments that create permanent jobs, although, some funds have financed 
housing. The City of Fort Worth financed the construction of a commercial 
development in their Mercado Revitalization Project. In Alhambra, California, a Sears 
building was renovated as part of a shopping center development. The City of Wichita 
used the 108 program to finance the development of a plant for the Cessna Aircraft 
Company. The City of Baltimore used the 108 program to demolish substandard 
buildings in the inner-city and develop housing through both new construction and 
adoptive reuse. Dallas used 108 funds to increase the inventory of housing in the 
inner-city while at the same time, redeveloping an area that was in decline. Funds 
were made available to non-profits for new construction and for-profit developers 
were funded to renovate downtown buildings into dwelling units. 

Fiscal Impact 

If approved, this item will not impact any of the City’s general fund revenues. The 
CDBG Entitlement funds will be used to secure timely payment of any loan made 
through this program. 



Coordination 

The City Housing and Community Development Department, Economic Development 
Department and Finance Department developed the policy. The policy has been 
reviewed by the Housing and Neighborhood Action Team. The Urban Affairs Council 
Committee reviewed the policy on September 12,2002, and directed staff to make this 
presentation to the City Council. The City Council reviewed this policy during a B- 
Session on December 12,2002. 

Andrew W. Cameron 
Director 
Housing & Connnun.ity Development 

Is’ ssistant City Managu 

Approved: 

Terry M. Brechtel 
City Manager 
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