
      

 

 
 

 

 
  

 
 

 
 

       
 

   
  

   
 

  
 

 
 

 

CITY OF SAN DIEGO 

OTAY MESA/ NESTOR BRANCH LIBRARY 

HUD 108 LOAN GUARANTEE APPLICATION 


I. PROJECT DESCRIPTION 
The Otay Mesa/Nestor Branch Library is located at 3003 Coronado Avenue in the southern part 
of San Diego. The library was built in 1985 and is in need of renovations and modernization to 
serve this rapidly growing community.  This project will add 5,000 square feet to the 10,000 
square foot facility and will provide space for computer labs as well as more shelving for books 
and magazines. 

II. SOURCES AND USES OF FUNDS 
The City is requesting a loan of $750,000. Total project costs will be $4,671,000. The balance 
of the funds are available through CDBG and City capital improvement funds. 

SOURCES USES 

HUD 108 loan 
CDBG 
City/local 

$ 750,000 
$ 675,000 
$3,246,000 

Loan Issuance Costs 
 Design Development 

Construction 

$ 7,500 
$1,063,149 
$3,600,351 

TOTAL:   $ 4,671,000 TOTAL:   $ 4,671,000 

III. PROJECT STRUCTURE AND PARTICIPANTS 
The City of San Diego is the sole participant in the project.  The Otay Mesa/Nestor Branch 
Library is a city owned and operated public facility.  The City’s Engineering and Capital 
Projects Department is responsible for design and construction of the renovations.  The City’s 
Library Department will continue to operate the expanded library.  

IV. PROPOSED REPAYMENT SCHEDULE AND SOURCE(S) 
The City is requesting a HUD 108 loan of $750,000. Repayment will be made solely from the 
City’s future CDBG annual entitlement grants.  A 20 year repayment schedule with 
approximately equal annual payments (principal and interest) is requested.  It is estimated that 
this will require a payment of about $60,000 per year.  
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V. SECURITY/COLLATERAL 
The City is prepared to pledge future CDBG entitlement funds as security for this loan.  The City 
is also willing to offer the subject property as collateral for additional security. Although a 
formal appraisal has not yet been conducted, it is certain that the value of the 15,000 square foot 
facility will far exceed the HUD required collateral of $937,500 ($750,000x125%). 

VI. PROJECT IMPLEMENTATION 
REIMBURSEMENT OF PRE-AWARD COSTS 
Recent construction bids have come in considerably higher than the amount currently budgeted 
for this project. The City is planning to fill the funding gap with HUD 108 loan proceeds. 
However, to allow the project to go forward on its current schedule, the City is planning to 
advance funds from other budgeted projects and then use the loan proceeds to reimburse those 
advanced funds. This action is contemplated under the provisions of Section 570.200 (h) 1, 
Reimbursement for Pre-Award Costs.  Our analysis indicates that all the requirements of Section 
570.200 (h) (1) have been met.  In particular, the FY 04 Action Plan has been amended to 
include this use of HUD 108 funds and appropriate opportunity for citizen review and 
participation has been provided. The City can also attest that all applicable Federal requirements 
have been met. 

PROPOSED SCHEDULE 
Design and environmental review have been completed.  Other key activities are anticipated as 
follows: 

ACTIVITY     COMPLETION DATE
 Contract awarded    February 2004 

Groundbreaking    February 2004 
 Completion of renovation   July 2004 

Approval of HUD loan July 2004 
Reimbursement of pre-award costs August 2004 

VII. ELIGIBILITY OF PROJECT 
Eligible Activity: The proposed project constitutes an eligible activity pursuant to Subpart M, 
Section 570.703 (l) of the HUD regulations related to the Section 108 loan guarantee program.  
This section and paragraph specify that the reconstruction and rehabilitation of public facilities, 
other than buildings for the general conduct of government are eligible activities. 

VIII. NATIONAL OBJECTIVES 
The proposed project meets the national objective of providing low-moderate income area 
benefit pursuant to Subpart C, Section 570.208 (a) (1) - activities benefiting low and moderate-
income persons – area benefit.  The population of the library’s service area, which consists of 12 
census tracts in the South Bay portion of San Diego, is 58.72 % low and moderate income.  

IX. PUBLIC BENEFIT STANDARDS 
The proposed project serves a community development objective of providing improved library 
facilities and services to residents. 
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X. CONTACT INFORMATION 
Bonnie Contreras, HUD 108 Loan Coordinator 
City of San Diego 
Community and Economic Development Department 
(619) 236-6846; bcontreras@sandiego.gov 

ATTACHMENTS: (to be included with final application) 
1. City Council Resolution 
2. Certifications 
3. SF 424 
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