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February 7,  1995

Duane M. Swinton
Witherspoon, Kelley, Davenport & Toole
428 W. Rivers ide
1-100 Old Nat ional  Bui ld ing
Spokane ,  WA 99201-0390

Dear Mr.  Swinton:

RE: SECTION l-08 LOAN

Enclosed is  a copy of  the HUD regnr la t ions for  Sect . ion 1_08 loans,
Subpart M-Loan Guarantees, and the Conrnunity Development Block Grant
Proqram Economic DevelopmenL Guidelines for evaluating Sect. ion L08
l o a n s .

Under  the Economic DevelopmenL Guj-del ines Sect ions 570.20g,  Cr i t .er ia
fo r  Na t i ona l  Ob jec t i ves ,  and  570 .209 ,  Gu ide l i nes  fo r  Eva lua t i ng r  and
Select ing Economic Development .  Pro jects ,  are Ewo impor tant  sect ions
re la t i ve  to  Sec t . i on  l -08  l oan  p ro jec ts .

P lease  ca l l  i f  I  may  be  o f  f u r the r  ass i s tance .

S j -ncere ly ,



The fo l lowing

fssue

E l i g i b l e AppJ.icant

E l i g i b l e  Uses

Terms of a Loan

Maximum Loan
Amount

Secur i ty

Interest  Rates

Repayment Options

Loan to Value Ratio

Defeasance

Financing Fees

Timing

chart  summarizes speci f ic  pol ic ies of  the Sect ion 108 program.

Pol icv

Ent i t lemenE Publ ic  Ent i t ies

Nonent i t lement  Publ ic  Ent iEies wi th support  of  State

Acguis i t ion of  Real  Property
Rehabi l i taEion of  Property
Related RelocaEion AcEiv i t ies
RelaEed Clearance,  Demol iEion,  and Removal
Interest Payments
Financing Costs
Housing Rehabi l i ta ts ion
Housing Construct ion Under L imi ted CircumsEances

Up Eo 20 years but  consistent  wi th economic l i fe  of  asset
being f inanced

Five times annudl CDBG grant

UncondiEional ,  i r revocable le tEer  of  credi t

Sect ion 108 notes,  var ies,  rates are determined at  publ ic
o f f e r i ng .  I n  gene ra l ,  r a tes  a re  app rox ima te l y  12 .5  t o
50 basis  points h igher  Ehan comparable Treasury notes

Inter im f inancing,  f loat ing raLe is  based on London
fnterbank of fer ing Rate (LIBOR)

Third par ty  1oans,  negot iated rate is  determined between
the local i ty  and th i rd par ty  dependinq on abi l i ty  to
repay and publ ic  pol icy object ives

Vary ing or  leve1 P&I insta l lments paid over  term of  loan

Part ia l  paymenEs of  pr inc ipal  wi th regular  payment  of
j -nterest  fo l -1owed by bal loon

Interest only payments followed by baLloon payment of all
pr inc ipal

No regui rements for  loans less than L0 years but  usual ly
80 percent  for  those 1-0 years or  more

Premium (a cosb paid to F iscal  Agent  in  order  to defease
no tes )  du r i ng  pe r i od  o f  f a l l i ng  i n te res t  r a te

Discount  (a h igher  return thaE is  earned on purchased
obl igat ions Ehan is  paid on Sect ion 108 notes)  dur ingr
pe r i od  o f  r i s i ng  i n te res t  r a tes

Up-f ront  fees to underwr iEers and Fisca1 Agent

No annual fees

Development  of  appl icat ion by local iEy,  3-4 months
(deve lop  p ro jec t ,  pub l i sh  pub l i c  no t i . ce ,  ho ld  hea r i ng ,
e t c .  )

Review by f i -e ld of f ice,  15 to 30 days
Execution of funding approval document (Form HIID-7082)


