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Memo 
 
Date: September 4, 2014 
 
To: Seattle City Council Committee on  

Housing Affordability, Human Services and Economic Resiliency 
 Council Member Clark 

Council Member Rasmussen 
Council Member Sawant 
Council Member O’Brien 

 
From: Steve Johnson, Director, Office of Economic Development 

Lance Randall, Office of Economic Development 
Ken Takahashi, Office of Economic Development 
AJ Cari, Office of Economic Development 

 
Re: Section 108 and Seattle Investment Fund 2014 Portfolio Report 
            
 
 
This memorandum provides the annual reports for the City of Seattle’s Section 108 
Loan and Seattle Investment Fund Portfolios.      
 
 
NMTC Program – Seattle Investment Fund 
 
The City of Seattle created the Seattle Investment Fund LLC (SIF) in 2008 as a 
Community Development Entity (CDE) that is eligible to apply for and allocate federal 
New Markets Tax Credits (NMTCs) to business and real estate projects in the City. The 
financing made available through this program stimulates job creation and economic 
revitalization in under invested neighborhoods.  To date, $51M in credits have been 
allocated to 5 projects, resulting in the retention of 480 permanent jobs, creation of 200 
permanent jobs and creation of 74 units of affordable/workforce housing.  See attached 
portfolio spreadsheet.  
 
 
NMTC Program – Small Business Investment 
 
SIF has committed a portion of its earned fee to small business investment through 
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various mechanisms in conjunction with other OED programs and partners:     
 

 Façade Program - $200,000 in program fees leveraged by $226,000 of match 
funds for a total of $426,000 of façade improvements in Seattle neighborhoods.  
This has directly impacted more than 24 businesses in 5 business districts.  
These improvements are part of comprehensive neighborhood improvements 
that create safer, more attractive and pedestrian oriented environments, 
increasing foot traffic and business.  These façade funds are made available 
through OED’s Only in Seattle program.      
 

 Small Business Lending - $310,000 in program fees allocated to Grow Seattle’s 
revolving loan fund for small business lending.  To date that loan fund has 
generated $7.9M in loans resulting in the retention of 486 jobs and the creation of 
104 jobs. 
 

 
 
NMTC Program – Current Allocation 
 
In June 2014, the US Department of Treasury, Community Development Financial 
Institutions Fund announced the 2013 NMTC Allocations, of which SIF was awarded 
$28M in NMTCs.  SIF was the only Washington based CDE in this highly competitive 
federal program to receive NMTCs.  The SIF Investment Committee and Advisory 
Board are reviewing potential projects to ensure these highly valued NMTCs leverage 
the greatest community benefit in under-invested neighborhoods.  SIF expects to fully 
allocate the $28M by the end of first quarter 2015.  Additionally, SIF is moving forward 
with an application for a 2014 NMTC Allocation.    
 
 
Section 108 Loan 
 
The City of Seattle established the Section 108 Loan Program in 1996 to borrow federal 
funds from HUD and re-lend them to medium and large sized capital developments.  
Funding is provided in the range of $1M-$4M for projects that create jobs and affordable 
housing.  Since inception of the program, OED has lent almost $64M to 16 projects.  
Four projects have repaid loans in full and the current portfolio consists of 12 projects 
with $26M in active debt.  To date, the program has created 515 permanent jobs and 
226 units of affordable housing.  Please see attached Section 108 portfolio.   
 
OED actively manages the Section 108 portfolio and remains in touch with the projects 
through annual site visits and quarterly reporting.  Additionally, we meet quarterly with 
CBO and Council Central Staff to review the portfolio.  As part of the asset 
management, OED has implemented a watch list which applies to projects if they are 
not performing as a result of struggles with lease up and/or operations. The following 
loans in the Section 108 portfolio have required special attention recently and have 
been flagged as watch list projects: 
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Alpha Cine 
 
In 2009, Alpha Cine, a motion picture film processing lab, received a $3.785M loan 
through the 108 Loan program to acquire a light industrial facility in South Seattle and 
relocate their business there as part of their expansion.  Unfortunately due to the severe 
economic recession and resulting significant changes in the film industry, Alpha Cine 
had to close operations in September 2013.  The property was subsequently liquidated 
for $3.7M through receivership and proceeds will go towards paying down the HUD 
obligation.  Approximately $950k will remain outstanding on the HUD obligation.  We 
are finalizing negotiations with HUD to make repayment of this amount, through a 
reduction in the City’s CDBG allocation, over the remaining 14 years of the loan term.  
We expect these payments to be less than $70,000, per year and for negotiations to be 
finalized 3rd Quarter of 2014.  
 
 
Squire Park 
 
In 2007, Central Area Development Association received a $2.398M Section 108 loan 
for the construction of Squire Park, a mixed used project in the Central District.  Due to 
the severe economic recession, the project encountered high vacancy rates for the 
commercial space, putting significant financial pressure on the project and CADA.  
Because CADA was required to repay an $8.3M loan to Chase in August 2014, they 
decided to sell the property to another entity with sufficient resources to stabilize the 
project.  CADA entered into a contract to sell the property to Capitol Hill Housing.  Sale 
proceeds will repay the Chase loan and the 108 loan in full.  Moreover, Capitol Hill 
Housing has committed to maintain long-term affordability for residents. 
 
 
Lewiston Hotel 
 
The project was added to the watch list as a result of sustained losses due to financial 
problems with the commercial tenants.  To cover losses, the project owner Plymouth 
Housing Group made contributions from unrestricted organizational reserves.  PHG 
maintains healthy reserves to cover project losses and 108 debt service.  The risk rating 
is low due to the capacity of PHG’s organizational reserves.  We will also continue to 
closely track the project performance and review PHG’s reserve balances.   
 
 
Bush Hotel 
 
The project was added to the watch list as a result of initial difficulties in commercial 
lease up.  Occupancy has improved to 79% however the project remains on watch list 
with a low risk rating until occupancy improves. 
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Claremont Apartments 
 
The project was added to the watch list as a result of initial difficulties in commercial 
lease up.  Occupancy has improved to 80% however the project remains on watch list 
with a low risk rating until occupancy improves. 
 
 
In conclusion, both the NMTC and Section 108 Loan Programs continue to be valuable 
financing tools managed by OED.  Both programs have well established and proven 
infrastructure to ensure that our investments continue to bring catalytic development to 
under invested neighborhoods in Seattle.  We also have the asset management 
systems in place to mitigate the City’s risk against unexpected financial difficulties.  
 
  


