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      Memo        
 
Date: June 21, 2011 
To: Regional Development and Sustainability Committee 
From: Steve Johnson and Ken Takahashi 
Re: Ordinance – Approval of INSCAPE Project for HUD Section 108 Loan Fund 
             
 
At City Council’s Regional Development and Sustainability (“RDS”) Committee meeting on June 21st, 
OED will make a presentation regarding a proposed ordinance to authorize OED to enter into agreements 
with HUD to establish a $10 million Section 108 loan fund and to approve the initial loan project – 
INSCAPE Project. 
 
Explanation of HUD 108 Loan Program: 

 In the HUD Section 108 loan program, the City borrows loan proceeds from the U.S. Department 
of Housing and Urban Development (“HUD”) and re-lends such loan proceeds to private projects.  
HUD loan funds help make private projects feasible through below-market interest rates and 
flexible underwriting standards. 

 To qualify for a 108 loan, a private project needs to create public benefits satisfying federal 
requirements such as affordable housing for mixed-use projects or creation of permanent jobs for 
commercial projects.   

 Recent Section 108 loan projects include the Cadillac Hotel (renovation of an earthquake 
damaged historic building in Pioneer Square into the Klondike Gold Rush Museum and 
commercial offices for the National Park Service); Bush Hotel (renovation of an historic building in 
Chinatown-ID into affordable commercial space; and Alpha Cine (relocation of a motion picture 
film laboratory to Southeast Seattle). 

 
Proposed Ordinance and What it Achieves: 

 If approved, the Ordinance would authorize OED to enter into agreements with HUD to establish 
a new $10 million Section 108 loan fund to assist multiple projects.  The Ordinance would also 
approve the first project in the loan fund – INSCAPE project 

 INSCAPE Project 
o $3 million loan for renovation of former INS building (INSCAPE Project) 
o Reactivation of the building will strengthen the connection of the Chinatown International 

District to the stadium district and Pioneer Square 
o Creation or retention of at least 60 permanent jobs meeting HUD definition of “created” or 

“retained” permanent job. Developer has already leased approximately 45% of the 
building with a vibrant mix of artists and creative professionals including painters, 
sculptors, graphic designers, clothing designers, musicians, photographers, film makers 
and architects. 

o Public areas of the building will include interpretative displays to honor the building’s past.  
In a unique partnership, developer has worked closely with the Wing Luke Asian Museum 
to develop interpretative displays using photographs and art installations. 

 Other potential projects in the pipeline: $2 million loan for development of commercial/non-
residential portion of SPD East Precinct Lot (12th Avenue Arts Project); Loan(s) to finance tenant 
improvements for artists required to move from 619 Western 



Source: Office of Economic Development, City of Seattle 
 

INSCAPE Project 
New Markets Tax Credit Flow of Funds 

EQUITY             DEBT 
 

                                                   $2,785,478             $7,134,315 
 
 
 
 
 
 
      
      
      
 
 
 
 
 
 
 
 
 

 
 
 
  
  
 
 
 
 
 

NMTC Investment Fund, 
LLC 

 
$9,919,793 investment 

 

Seattle Subsidiary Investment Fund III 
LLC 

 OED managed LLC with tax credits 

Chase 

 2,785,478 equity     
(9,919,793 x 0.39% tax 
credits x 0.72) 

 

Chase: $2M 
 
City 108 Loan: $3M 
 
Developer Loan: $2.1M 

Project LLC 
 $8,751,247 development cost 
 NMTC investment leverages $1,479,941 in 

permanent equity that remains in the project, 
i.e., 17% of development budget 



Source: Kieu-Anh King, Council Central Staff 

PROPOSED SUBSTITUTION FOR COUNCIL BILL NO. 117192 
Agenda Item No. 5 - Section 108 Loan Pool / INS Building Loan Ordinance. 
 
Staff at the Office of Economic Development have requested several technical amendments to this 
Council Bill, contained in the attached Version #5 of this ordinance. 
 
The City Attorney has reviewed and approved these changes. 
 
City Council staff requests a motion to substitute Version #5 of the Ordinance into the legislation jacket. 



 
 
Ken Takahashi/Kieu-Anh King 
OED Section 108 ORD 
June 17, 2011 
Version #5 
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Deleted: 4ORDINANCE _________________ 
 
AN ORDINANCE relating to economic and community development; authorizing and providing 

for the issuance by the City of multiple notes for the purpose of supporting eligible 
activities under the federal Section 108 program, including the acquisition and 
development of certain properties within the city; authorizing agreements with the United 
States Department of Housing and Urban Development for a Section 108 guaranty of the 
notes; authorizing agreements with a custodian to establish separate accounts or funds; 
authorizing a loan of a portion of the proceeds of the notes for a portion of the financing 
of an economic development project involving the INS Building at 815 Airport Way 
South; authorizing related agreements; and ratifying and confirming prior acts. 

 
WHEREAS, the City Council’s Regional Development and Sustainability Committee held a 

public hearing on the proposed application to the United States Department of Housing 
and Urban Development (“HUD”) for a federal loan guaranty under Section 108 of the 
Housing and Community Development Act of 1974, as amended (“Section 108”), to 
assist in financing eligible economic and community development activities, including 
acquisition and development of certain properties within the City of Seattle; and  

 
WHEREAS, City Council adopted a Resolution authorizing the Mayor to submit an application 

to HUD for a Section 108 loan guaranty and the Mayor did submit such application; and 
 
WHEREAS, HUD’s Seattle field office has recommended  that HUD approve a Section 108 loan 

guaranty in an amount not to exceed $10,000,000; and 
 
WHEREAS, under the federal Section 108 program, HUD’s assistance must take the form of the 

City’s issuance of multiple non-recourse notes guaranteed by HUD, and loans of the 
proceeds of the notes for projects that fulfill a public purpose and provide revenues to 
repay the notes; and 

 
WHEREAS, the City’s participation in the Section 108 loan guaranty program and the 

expenditure of guaranteed loan proceeds thereunder is authorized by RCW 35.21.735, 
and the City Council by this ordinance intends to implement the transactions authorized 
by that statute and in compliance therewith; and 

 
WHEREAS, a Section 108 loan guarantee will make the acquisition and development of certain 

properties economically feasible; and 
 
WHEREAS, a Section 108 loan guarantee will benefit low and moderate income individuals 

including through the creation or retention of jobs and the preservation or creation of 
affordable housing, will help preserve certain historic buildings and may also address 
slums or blight on a spot basis; and 

Deleted: approval 

Deleted: the City has received approval from 
HUD

Deleted: in which

Deleted: will provide 
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WHEREAS, proceeds of a Section 108 guaranteed loan will be applied to multiple projects; and 
 
WHEREAS, the redevelopment of former INS Building, known as the INSCAPE Project, will be 

the initial project; and 
 
WHEREAS, the Office of Economic Development has made public a proposed application for a 

Section 108 loan guarantee, and the City Council has held two public hearings on the 
proposed application and to obtain citizens’ views on community development needs, as 
required by federal regulations; NOW, THEREFORE, 

 

BE IT ORDAINED BY THE CITY OF SEATTLE AS FOLLOWS: 

Section 1. The Mayor or the Director of the Office of Economic Development 

(“OED Director”) is authorized, on behalf of The City of Seattle, to execute, deliver, perform 

and administer a contract for loan guarantee assistance (the “Contract”) with the United States 

Department of Housing and Urban Development (“HUD”), for a Section 108 loan guaranty in 

the amount up to $10,000,000.  The Contract shall be based on the form attached as Exhibit A to 

this ordinance, and with such additions, modifications and amendments as HUD may require or 

the Mayor or OED Director deem necessary or advisable to carry out the purposes of this 

ordinance.  The Mayor or OED Director is further authorized, on behalf of The City of Seattle, at 

the request of HUD, to execute and deliver an amendment to, or replacement for, the Contract in 

such form as HUD may require or the Mayor or OED Director may deem necessary or advisable 

to carry out the purposes of this ordinance.  The Contract, and any replacement contract, shall 

state in substance that the notes issued by the City pursuant to Section 2 of this ordinance shall 

be non-recourse notes, that the City’s liability on the notes and the Contract shall be limited 

solely to the security pledged therefor, that they are not obligations of the City or the State of 

Washington, that neither the notes nor the Contract shall constitute a debt payable from the 

City’s public funds, and that neither the faith and credit nor the taxing power of the City shall be 

pledged for the City’s obligations under the Contract or for payment of principal, interest or 

premium, if any, on the notes.  The Mayor or OED Director is further authorized, on behalf of 
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Deleted: 4The City of Seattle, to enter into other agreements required by HUD for a Section 108 guaranty 

of the notes. 

Section 2. The Mayor or OED Director is authorized, on behalf of The City of 

Seattle, to issue multiple non-recourse promissory notes in the total principal amount not to 

exceed $10,000,000 (such notes are referred to as the “Notes”), based on the form attached as 

Exhibit B to this ordinance, and with such modifications, additions or amendments as HUD may 

require or the Mayor or OED Director may deem necessary or advisable to carry out the 

purposes of this ordinance.  Each of the Notes shall provide for a schedule of maturities of 

principal, and the cumulative schedule of maturities of principal for all Notes are approximately 

as stated in Exhibit C, with such modifications and amendments as HUD may require or the 

Mayor or OED Director deem necessary or advisable to carry out the purposes of this ordinance, 

provided that no principal shall mature after 2031.  Pursuant to RCW 35.21.735, the Notes shall 

contain a recital to the effect that they are not an obligation of the City or the State of 

Washington, and that neither the faith and credit nor the taxing power of the State, the City or 

any other municipal corporation or subdivision of the State or any agency of any of the foregoing 

is pledged to the payment of principal, interest or premium if any, thereon. 

Section 3. For the initial project, the Mayor or OED Director is further authorized, on 

behalf of the City, to execute and deliver a Note in the principal amount of up to $3,000,000 and 

to cause the Note proceeds to be disbursed, by the financial institution acting as Custodian 

pursuant to Section 5 of this ordinance, to the order of Chase NMTC INS Investment Fund, LLC 

(“Obligor”), or any substitute entities approved by the Mayor or OED Director.  Obligor will be 

an entity formed by JPMorgan Chase Bank or its affiliate (“Chase”), as investor member, and 

Seattle Investment Fund LLC (“SIF”), which was formed by the City as described in Ordinance 

123146, or an entity controlled by SIF, as manager.   Obligor shall serve as the New Markets Tax 

Credit investment fund that will assist in financing acquisition and development of the project 
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Deleted: 4known INSCAPE (815 Airport Way S) in Seattle, Washington.  The initial project is more 

particularly described in the Project Description attached as Attachment B to Exhibit D.  Upon 

receiving Section 108 loan proceeds, Obligor shall invest such proceeds in Seattle Subsidiary 

Investment Fund II LLC, or any substitute entity approved by the Mayor or OED Director (the 

“CDE”).  The CDE shall serve as the New Markets Tax Credit community development entity 

which will in turn disburse proceeds to the entities carrying out the project.  The Section 108 

loan shall be secured by an assignment and pledge for security purposes of the interest of Obligor 

in the CDE, subordinate to an assignment and pledge of the same interest to Chase for a loan to 

Obligor.  The Mayor or OED Director is further authorized, on behalf of the City, to cause 

additional proceeds of the Notes to be disbursed by the Custodian to the order of any additional 

borrowers (referred to, along with the Obligor, as “obligors”) that are approved by the City 

Council by any subsequent ordinance. 

Section 4. The Mayor or OED Director is authorized, on behalf of The City of 

Seattle, to execute, deliver, administer and cause to be performed a Loan Agreement with the 

Obligor, based on the form attached as Exhibit D, with such additions, modifications, and 

amendments as HUD may require or the Mayor or OED Director may deem necessary or 

advisable to carry out the purposes of this ordinance, together with such ancillary and related 

documents as the Mayor or OED Director may deem necessary or advisable to carry out the 

purposes of this ordinance.  The authority under this Section includes, without limitation, making 

agreements with lenders or investors that limit the right of the City to pursue remedies under loan 

documents; allowing the assumption of the loan to Obligor by another entity; and the acceptance 

of substitute security consistent with the City’s obligations to HUD. 

Section 5. The Mayor or OED Director is authorized, on behalf of the City, to 

negotiate and execute one or more agreements with a financial institution to act as trustee and/or 

custodian (the “Custodian”) to receive and disburse the proceeds of the City’s non-recourse 

Deleted: O
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Deleted: 4Notes and to receive, administer and expend such funds as are received from obligors as 

repayments or other payments under the Loan Agreements or from realization on the security for 

the loans.  Such agreement shall also include establishment by the Custodian of one or more 

special funds or accounts from which the City’s Notes shall be repaid, and any other funds or 

accounts that HUD may require or the Mayor or OED Director may deem necessary or 

appropriate.  Such funds or accounts shall at all times be kept segregated and set apart from all 

funds and accounts of the City, and into such funds or accounts shall be deposited all money that 

is pledged as security to HUD in connection with the guaranty that is required under the HUD 

Contract to be deposited therein.  The agreement(s) with the Custodian and all funds or accounts 

established thereunder shall comply with RCW 35.21.735. 

 Section 6. The Mayor or OED Director is further authorized to negotiate and 

execute such additional agreements as the Mayor or OED Director deems necessary or advisable 

to carry out the purposes of this ordinance and to implement the Section 108 loan guaranty.  The 

agreement(s) with the Custodian and the additional agreements authorized by this Section 6 shall 

be in the form and contain such terms and conditions as the Mayor or OED Director may deem 

necessary or advisable to carry out the purposes of this ordinance. 

 Section 7. The Mayor or OED Director may enter into a fiscal agency 

agreement, for and on behalf of the City, under which Bank of New York Mellon, or such other 

financial institution as may be designated by HUD, shall serve as fiscal agent with respect to the 

Notes, on such terms and conditions as the Mayor or OED Director shall determine are necessary 

or appropriate to implement the purposes of this ordinance.  The authority granted in this Section 

shall apply notwithstanding Seattle Municipal Code Section 5.10.060, to the extent it might be 

deemed applicable to the Note.  The Fiscal Agent may be the same as the Custodian, or an 

affiliated entity thereof. 
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Deleted: 4 Section 8. The Mayor or OED Director may require obligors to pay a loan 

origination fee of no more than two percent of the loan amounts, i.e., no more than the 

cumulative amount of $200,000.  Such fee shall be paid directly to the Custodian to be held in 

trust for the purposes set forth in this Section 8.  The OED Director is authorized to cause all or a 

portion of this fee to be disbursed by the Custodian to pay for the City’s legal fees and any other 

costs related to the issuance and placement of the Notes and the administration of the 

transactions authorized by this ordinance, that are not paid by obligors pursuant to loan 

agreements.  The OED Director is authorized to cause any remaining portion of such fee to be 

applied to payment of expenses incurred in the administration of any federally guaranteed or 

federally funded economic development loan or program administered by the OED Director or to 

be remitted to the City and deposited in the Housing and Community Development Revenue 

Sharing Fund. 

 Section 9. The Director of the Human Services Department (“HSD Director”) 

is authorized to (a) further amend the City’s 2009-2012 Consolidated Plan, including the Table 

of Proposed Projects, to reflect the transactions contemplated by this ordinance and (b) provide 

OED with technical assistance to ensure compliance with Community Development Block Grant 

(“CDBG”) regulations applicable to the Section 108 loan program.  The Mayor, OED Director, 

and the HSD Director are authorized to take such other actions as they shall deem necessary to 

implement the actions authorized by this ordinance.  Authority granted to the Mayor or a 

Director in this ordinance may be exercised by their respective designees or by an official 

generally authorized to act in place of the Mayor or such Director when unavailable. 

 Section 10. This ordinance is not intended to create, and shall not be construed 

to create, any contractual or otherwise binding obligation upon, or commitment by, the City for 

the benefit of the Obligor or any other party interested in the acquisition or development of the 

INSCAPE project.  The commitments to the Obligor authorized by this ordinance, subject to the 
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Deleted: 4limitations herein and under applicable law, shall become effective only if and when the 

agreements authorized hereby are duly executed and delivered by the City and other necessary 

parties. 

 Section 11. Any act pursuant to the authority and prior to the effective date of 

this ordinance is hereby ratified and confirmed. 

 Section 12. This ordinance shall take effect and be in force 30 days after its 

approval by the Mayor, but if not approved and returned by the Mayor within ten days after 

presentation, it shall take effect as provided by Municipal Code Section 1.04.020. 

 Passed by the City Council the ____ day of ________________________, 2011, and 

signed by me in open session in authentication of its passage this 

 _____ day of ___________________, 2011. 

 

      _________________________________ 

      President __________of the City Council 

 

 Approved by me this ____ day of _____________________, 2011. 

 

      _________________________________ 

      Michael McGinn, Mayor 

 

 Filed by me this ____ day of __________________________, 2011. 

 

      ____________________________________ 

   Monica Martinez Simmons, City Clerk 

(Seal) 
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Exhibits: 

A. Form of Contract for Loan Guaranty Assistance 

B. Form of City Note 

C. Cumulative Schedule of Maturities 

D. Form of Loan Agreement 


