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HOME and Opportunity Zones 

Anti-displacement tool

Additional leverage

Presenter
Presentation Notes
HOME could be used to prevent physical and economic displacement of low-income individuals that live in Opportunity Zones  through homebuyer assistance and homeowner rehabilitation assistance.Note: HOME funds are not a great source for long term rental assistance. 



HTF and Opportunity Zones

4
Photo: West Virginia Housing Development Fund

Preservation and production of 
affordable rental housing

• Ensure mixed-income and 
diverse neighborhoods with 
affordability requirements for 30 
years

Operating costs of HTF-assisted 
properties 

Presenter
Presentation Notes
The HTF funds will be distributed by formula. Grantees are required to use at least 80 percent of each annual grant for rentalhousing; up to 10 percent for homeownership housing; and up to 10 percent for the grantee's reasonable administrative and planning costs. HTF funds may be used for the production or preservation of affordable housing through the acquisition, new construction, reconstruction, and/or rehabilitation of non-luxury housing with suitable amenities. All HTF-assisted rental housing must meet a 30-year affordability period. All HTF-assisted homeownership housing must meet the minimum affordability period of 10, 20 or 30 years based on the amount of HTF investment in the unit.



HUD’s Section 108 Loan Guarantee Program

Provides loan guarantees
CDBG Program Framework
Low Cost & Non-Competitive 

Presenter
Presentation Notes
Conserves limited grant funds, to ensure that those funds will be available for non-revenue generating uses (e.g. public services)Better for higher risk project components (e.g. pre-development costs),  projects in high risk areas where conventional lenders might not lend, or as gap financing



Wide Range 
of Uses

Low-cost 
Financing 

with Flexible 
Terms

Various 
Sources of 
Repayment 
+ Collateral

Availability 
of Funds

What makes Section 108 an attractive financing tool?



Annual CDBG Allocation
Max available borrowing capacity
Outstanding 108 commitments
Outstanding 108 loan balance
Available borrowing capacity

$3,000,000
x 5 = $15,000,000

- $800,000
- $2,000,000
= $12,200,000

Or you can just look on our website here: 
https://www.hudexchange.info/resource/5197/current-availability-of-section-108-
financing-cdbg-entitlement-and-state-grantees/

Section 108 Borrowing Capacity

https://www.hudexchange.info/resource/5197/current-availability-of-section-108-financing-cdbg-entitlement-and-state-grantees/


Selecting 
Project(s)/ 

Public 
Comment 

Application Approval

Financing Administration

Section 108 Process



Working capital

Acquisition Rehab Structure 
for Housing

Site prep & 
remediation

Relocation
costs

Demolition Machinery & 
equipment

Job training
Homebuyer 
assistance

Infrastructure + 
improvements

Provision of 
public services

Technical 
assistance to non-

profits

Preparation/ 
Pre-

development
Implementation

Ensuring 
Outcomes

(CDBG only)

Stages for Section 108 & CDBG Deployment



Specific Project
Requires specific project detail for financial 

underwriting by HUD Headquarters

Loan Fund
Application describes types of activities the 

community will fund

Ideal for targeting resources to a specific geographic 
area or advance specific development goal

Approach to using Section 108

Presenter
Presentation Notes
Almost functions as a line of credit for the community; can be used when needed/advanced over time



HUD 
(Guarantor)

Lender 
(Investor)

2

Advance Request
& 

Loan Documents

1

Note with 
Federal 

Guarantee

Borrower
(Grantee or DPA)

Advances $$
3

4

3rd Party 
business or developerLocal Loan $$

Repayment $$

Repayment $$

6

Flow of Funds: Project by a 3rd Party

5

Presenter
Presentation Notes
Applicant submits an application to both the field and HQ for concurrent review.HUD and field office provide approvalBorrower submits loan documents and advance request to HUDHUD provides guarantee to Investors (capital markets)Lender provides funds to the borrowerBorrower relends funds to 3rd party3rd party repays the borrowerThe borrower repays the investors



Source of Capital & Interest Rates

Interim Financing: Variable 
interest rate financing based on 
the 3-month Treasury Bill Auction 
Rate + .35%)

Permanent Financing: 
Competitive fixed interest rate 
financing available through HUD’s 
public offering

Presenter
Presentation Notes




How does Section 108 fit into the financing for a project?

GAPSTANDALONE LAYERED



> $10 

Combined CDBG + 108 Funding for Projects

Average  Annual CDBG Allocation (Section 108 Borrowers) over the last 20 years

< $4 million

Using Section 108 maximizes the impact of grant funds

Presenter
Presentation Notes
In the past five years, Section 108 borrowers have been turning every CDBG dollar into $2.69 of combined CDBG and Section 108 funds.



Combining Section 108 with Other Federal Financing

 New Market Tax Credits  Opportunity Zones
 EDA Public Works & 

Economic Adjustment 
Assistance 

 Historic Tax Credits  7(a) Loans
 504 Loans

 BUILD Grants
 TIFIA

 Low-Income Housing Tax 
Credits

 Revolving Loan Funds
 Brownfields Remediation 

Financing
 WIFIA

Presenter
Presentation Notes
Besides state and city funding, we often seen Section 108 combined with other sources of financing, in particular – federal sources. These include CDFI’s NMTCs, IRS’ OZs, EDA grants, National Park Service’s Historic Tax Credits, as well as funding from EPA, SBA and DOT programs. Section 108 and CDBG can also be layered with other federal agency CARES Act funds but agencies should be aware of issues with duplication of benefits.



Section 108 (and CDBG) can be used
to fund mixed-use development

• Allocate funds to uses that meet program
objectives (e.g., commercial component
of the project)

There are limitations on using Section 108 funds 
with federal tax-exempt financing; HUD can work 
with communities to avoid conflicts (OMB 
Circular A-129)

• 4% LIHTC

Combining Section 108 with Other Financing



How Section 108 and CDBG Can Be Used in OZs

As a resource to prepare sites to attract OZ 
investment

As a resource to supplement OZ equity in a 
real estate project

Resource to complement OZ projects

Presenter
Presentation Notes
Can be used for site assembly, site preparation, or infrastructureFinancing gaps created by underwriting requirements of other sources of funds can be filled through CDBG funds and/or Section 108 funds (funding can be provided in various forms, such as equity, subordinate and mezzanine debtUnderwriting metrics for some conduit lenders (CMBS) may limit debt to LTV levels that are substantially below more traditional standards: example, “debt yields”Communities can provide Section 108 financing with less stringent underwriting requirements and at lower rates than conventional financing.



How Can Local Governments Take Advantage of OZ’s?

State and local governments should take an active approach to 
directing Opportunity Fund investment. 

Identify available sites and properties in Opportunity Zones

Look for ways to complement Opportunity Zone projects

Identify and plan for infrastructure to be rehabilitated

Streamline local government processes

Presenter
Presentation Notes
locate public facilities and other buildings in the area that could be rehabilitated (work with local governments to encourage the use of CDBG/Section 108 funds for predevelopment costs)Start to develop pad-ready sites for immediate development Final Reg Update: Local governments and Tribes can lease land in an OZ at below-market rates. For example, a local government or Tribe could lease land in an OZ at a below-market rate to a developer that builds a workforce housing project, which the developer then sells back to the local government or Tribe after 10 years. This could facilitate public private partnerships, allowing the owner to retain land ownership but partner with external organizations to develop projects.Identify and plan for infrastructure to be rehabilitated – Infrastructure plans, OZ prospectus 



How Can Local Governments Take Advantage of OZ’s?

Build an attractive financing stack 

Work with local government partners to create 
federal funding packages to fill gaps in Opportunity 

Zone project financing 

Introduce additional tax incentives, tax increment 
financing and other financing strategies to encourage 

targeted investment in Opportunity Zones

Presenter
Presentation Notes
Early research is showing that Qualified Opportunity Fund capital will meet 5-30% of capital needed for a project.Think about a regional approachinvestors will want to minimize equity investment and will look for other sources of capital



Tips/Tools for Streamlining Federal Requirements

Streamlining reporting requirements can make CDBG/Section 108 
more attractive as a local/state source of leverage for Opportunity 
Zone projects.
• Since Opportunity Zone funding does not have any reporting or 

tracking requirements, streamlining any additional requirements 
that would come from HUD funding is key.  

If a project is in a designated Opportunity Zone, it may meet the 
requirements to ease HUD’s reporting requirements under 
presumptive benefit:
• If the poverty rate of each block group is 20%+ (not in the CBD) or 

30%+ (in the CBD), all jobs created/retained will be considered 
LMI without requiring household income documentation.

Presenter
Presentation Notes
Develop opportunity zone metrics that make use of HUD reporting requirements to reduce burden  



Tips/Tools for Streamlining Federal Requirements

If a community has an Opportunity Zone, it will likely meet 
requirements needed to be designated a HUD Neighborhood 
Revitalization Strategy Area (NRSA), which also permits more 
flexibility with HUD requirements:
• Can streamline requirements for jobs reporting (same as with 

presumptive benefit)
• Single family housing units can be aggregated for an overall 51% 

low to moderate income benefit, not 100%
• Can provide additional connected services (such as job training 

and other social services) by enabling communities to exceed 
CDBG public service cap in that area

• Designation lasts for 5 years and can be renewed

Presenter
Presentation Notes
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Atlantic County & County, NJ: Business Loan Program

Business loans made to two
categories of borrowers:
1) Small to medium sized business

- Loans up to 40% of
project costs or $400,000,
whichever is lower

2) Small businesses (including family-owned)
- Micro loans from $1,000 - $35,000

• Loans used primarily for gap financing for working
capital, business operations including inventory,
accounts payable, accounts receivable as well as fixed
asset financing including acquisition, renovation and
new construction

• Section 108 funds used to leverage SBA 504 private
financing

Presenter
Presentation Notes
Eligible Activity: Special Economic Development Activities through a Loan to For-Profit Developer (24 CFR 570.703(i)(1)) pursuant to .203(b) and Debt Service Reserve (24 CFR 570.703(k))National Objective:Benefit to low-and moderate-income individuals through job creation (24 CFR 570.208(4)(v) 

http://media-cdn.tripadvisor.com/media/photo-s/15/90/a7/e3/small-bar-area.jpg


23

Atlantic County & County, NJ: Business Loan Program

Loan fund managed by the 
Atlantic County Improvement 
Authority on behalf of Atlantic 
City and Atlantic County. 

ACIA successfully used Section 
108 funds in combination with 
OZ funds in the Tennessee 
Avenue redevelopment project.  

Project Sources
Private Capital/OZ Fund $687,000
Section 108 $459,000
Total $1,146,103

The project revitalized an important tourist street, rehabilitating several 
buildings into a beer garden, coffee shop, yoga studio, two restaurants, 
and a chocolate bar.

Presenter
Presentation Notes
Tennessee Avenue was once an important tourist destination that had become severely blighted. Working with Callazzo Properties, LLC, the City of Atlantic City and the Atlantic County Improvement Authority underwrote and then provided 108 Funds for the revitalization of the street. The Authority and the City are now working with the developer on the second phase which will consist of housing and a chocolate-manufacturing facility. It is again anticipated the OZ Funds and 108 Funds will be injected into this project as well. National Aviation Research & Technology Park (“NARTP”) Atlantic County is aggressively moving ahead to diversify its economy by working with the Federal Aviation Administration in developing a high-tech park for the aviation-related industries. The County completed the first building at a cost of nearly $23 million of which $400,000 of Section 108 Funds were used to assist companies with tenant improvements and working capital. A second building is now in planning, and the County and the Authority are working closely with the O3 Fund, an Opportunity Zone Fund, on the second building. The project is expected to cost in excess of $10 million dollars, and the fund has already reserved $1.8 million dollars in escrow for the project. It is expected that between $400,000 to $600,000 of 108 Funds will be provided to small business tenants of the building for working capital and tenant improvement needs, and the rest of the funds will be provided by conventional sources. There is also a major effort undergoing to have the local public schools and junior colleges involved in supplying skilled labor to the NARTP.



3 Take-aways 

Know your zone(s)

Know how much HUD funding is at your disposal

Be proactive and ensure your seat at the table



Resources

Presenter
Presentation Notes




Section 108 General Resources 

HUD has created resources on HUD Exchange to assist potential borrowers with 
developing applications:

• Borrowing capacity spreadsheet [updated annually] Link
• Application Tool Link
• Single certifications document Link
• Section 108 Application & Finance Process Infographic Link
• Project profiles for all applications approved in recent fiscal years Link
• HUD NRSA Webinar and Checklist Link

Many other resources are available on HUD.gov and HUD Exchange.

Note: FMD is willing to provide 1-on-1 Technical Assistance during any project cycle 
stage for interested applicants.

https://www.hudexchange.info/resource/5197/current-availability-of-section-108-financing-cdbg-entitlement-and-state-grantees/
https://www.hudexchange.info/resource/5818/section-108-loan-guarantee-program-application-tool/
https://www.hudexchange.info/resource/5978/certifications-to-accompany-hud-section-108-loan-guarantee-program-applications-for-entitlement-public-entities/
https://files.hudexchange.info/resources/documents/Overview-HUD-Section-108-Loan-Guarantee-Process-and-Typical-Associated-Timelines.pdf
https://www.hudexchange.info/programs/section-108/section-108-program-eligibility-requirements/#section-108-loan-project-profiles
https://www.hudexchange.info/trainings/courses/nrsa-webinar-and-checklist-for-hud-grantees/


Section 108 offers in-depth, tailored Technical Assistance

FMD is willing 
to provide 1-on-
1 Technical 
Assistance 
during any 
project cycle 
stage for 
interested 
applicants.

Conceptualizat
ion

• Walk-through eligibility requirements
• Offer suggestions and share examples of similar projects

Application 
Preparation

• Provide Joint Technical Assistance with Field Offices
• Identify appropriate sequencing and deal structure

Application 
Process

• Help to clarify outstanding issues related to underwriting
• Share guidance and best practices on documentation

Financing 
Phase

• Identify additional collateral
• Advise on loan proceeds and disbursements

Implementat-
ion

• Ongoing guidance on compliance and reporting
• Dynamic ability to amend project terms to meet borrower’s needs

Presenter
Presentation Notes




Want more information?

Joey Baietti: Joseph.a.Baietti@hud.gov

Section 108 Program:
https://www.hudexchange.info/programs/section-108/
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