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We conducted an audit of the City of San Antonio’s Section 108 Loan Program. The City used loan
funds to finance development activities at Kely Air Force Basein San Antonio, Texas. The audit report
contains one finding. We are providing a copy of the report to the City.

Within 60 days please provide to us, for each recommendation, a status report on: (1) the corrective
action taken; (2) the proposed corrective action and the date to be completed; or, (3) why you consider
corrective action unnecessary. Also, please furnish us copies of correspondence or directives issued
because of the audit.

If you have questions, please contact Jerry Thompson, Assistant Didtrict Inspector Generd for Audit, at
(817) 978-9309.
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Executive Summary

We conducted an audit of the City of San Antonio’s Community Development Block Grant
(CDBG) Section 108 L oan Program to determine whether the City and its subrecipient, the
Greater Kely Development Authority, expended CDBG Section 108 loan fundsfor digible
activitiesin accordance with HUD regulations. We found that responsible City staff seemed
unfamiliar with CDBG regulations and had not taken adequate steps to ensure compliance
with applicable low and moder ate-income benefit and procurement requirements.

The City cannot support
compliance with low-mod
benefit requirements.

The City paid questioned
contract costs of about
$287,000.

1 As of December 21,2000.

The City has spent over $17 million' of the approved $38.7
million in Program funds without ensuring compliance with
important provisions of the Act® or HUD CDBG regulations.
Although required by CDBG regulations, City staff: did not
obtain a commitment from the assisted business, Boeing
Company, to provide jobs to persons of low- and-moderate
income; did not adequately monitor Program activities; and
cannot show the Section 108 Program benefits predominately
persons of low- and moderate-income. Availablejob cregtion
reports are unreliable and show the latest low- and moderate-
income job cregtion levels to be only about 26 percent instead
of the required 51 percent.® Because the City cannot
adequately show benefit predominately to persons of low- and
moderate-income, al expenditures of the Section 108 Program
may bein danger of being indigible.

City gtaff did not ensure its subrecipient, the Greater Kdly
Development Authority, used procurement procedures that
provide for full and open competition asrequired. The City did
not formally review and evauate the Greeter Kdly
Development Authority’ s procurement procedures before
authorizing the payment of contract cogts totaling about
$287,000 for “pre-qudified” and “team” vendors. The Greater
Kely Development Authority used procurement procedures
that did not require “pre-qudified” and “team” vendorsto
compete for contract awards as required by CDBG regulations.
Therefore, we are questioning the reasonableness of costs for
contracts awarded on a noncompetitive basis.

2 Title 1 of the Housing and Community Development Act of 1974 as amended (42 U.S.C. 5301 et seq.).

8 24 CFR §570.208(a)(4)(i).
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Executive Summary

City staff seemed unfamiliar
with requirements

Recommendations

Finding discussed with City
officials.

2001-FW-1004

We bdlieve City staff may have ignored, or did not become
familiar with CDBG requirements because top administration
officids*“guaranteed” the award of Section108 fundsto San
Antonio for the redevelopment of Kdly Air Force Base. City
gaff told us they had not performed comprehensive reviews to
determine compliance with job creation and procurement
requirements and wondered why we were so concerned. In
November 1997, the Vice President visited San Antonio and
announced that HUD was going to provide over $35 millionin
loansto the City to attract new business to soften the blow of
closng Kdly Air Force Base. The Vice President and HUD
Secretary announced the Section 108 |oan award on April 14,
1998. We believe the low- and moderate-income and
procurement requirements apply regardless of the interest of
high-levd officds

We are recommending HUD require the City to establish
procedures to insure the Section 108 Program resultsin the
employment of the required level of low- and moderate-income
persons, suspend al Section 108 payments until they provide
verifiable evidence to show compliance with job creation and
procurement requirements, and repay al indigible and
unsupported costs from nonfedera funds.

We discussed these issues with City officids and gaff during the
audit and held an exit conference on April 18, 2001. The City
provided us awritten response on April 11, 2001. The City
officias said our audit has helped the City ensureit will bein
compliance with program requirements. They agreed with usin
part on the procurement issues but did not agree they needed to
show compliance with job creetion digibility requirements
during the audit period. The City’s pogition isthat the digibility
criteriafor job cregtion cited in the report is not a compliance
requirement until 18 months after completion of phase one,
which isMarch 31, 2003. They said thisiswhen the City must
show the minimum number jobs were created and held by low-
and moderate-income persons as specified in theloan
gpplication modification approved by HUD. However, the City
intends to conduct a survey and andysis of the 2000 census and
change the emphasis of the program from measuring
percentages of low- and moderate-income jobs created to
dleviaing the effects of the base closure upon an economicaly
distressed area. The City’ s response did not change our
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Executive Summary

position. We haveincluded asummary of the City’s response
in the finding and included the compl ete written response in

Appendix B.
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| ntroduction

Background

4 Randolph, Brooks, Lackland, and Kelly.

The City of San Antonio, Texas, is an entitlement recipient of
HUD’s Community Development Block Grant (CDBG)
Program. The City operates under the Council-Manager form
of government and receives Program funds of between $10
million to $12 million each year. The City’'s Department of
Housing and Community Development administers Program
activities and maintains Program records at 419 S. Main, Suite
200.

Titlel of the Housng and Community Development Act of
1974 (Public Law 93-383) established the CDBG Program.
The CDBG Program provides grants to states and units of loca
government to aid in the development of viable urban
communities. Providing decent housing and a suitable living
environment and expanding economic opportunities, principaly
for persons of low and moderate income accomplish this. Al
program projects and activities must either benefit low- and
moderate-income persons, aid in the dimination or prevention
of dums and blight, or meet other community needs having a

particular urgency.

The Housing and Community Development Act of 1977 (Public
Law 95-128) expanded the CDBG Program to include loan
guarantees. The Section 108 Loan Guarantee Assstance
Program alows communities entitled to CDBG ameansto
finance up front certain large- scale projects beyond the scope
that can be financed only by annud grants. Communities can
borrow up to five times their annuad CDBG amount. HUD
guarantees the payments on the notes or other obligations that
are used to fund the loans. Grantees are required to pledge
current and future CDBG funds as security. All projects must
mest the same national objectives as the CDBG Program.

San Antonio is home to four Air Force Bases” induding Kelly
Air Force Base where approximately 12,000 people worked
until 1995. The 1995 Base Redignment and Closure
Commission recommended the closure of Kelly Air Force Base
by July 2001.
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Introduction

In July 1995, immediately following the news of Kelly’s closure
and redlignment, the City Council formed the Initial Base
Adjustment Strategy Committee. On January 18, 1996, the
City Council created the Greater Kelly Development
Corporation, which they later rechartered as the Greater Kelly
Development Authority. An 11-member board, appointed by
the City Council, governs the Greater Kely Devel opment
Authority. The board’ s mission isto represent San Antonio
during the redevelopment of Kelly Air Force Base and to retain
or create 21,000 good paying jobs by the year 2006.

Top adminigration officias " guaranteed” the award of Section
108 funds to San Antonio and said it was for the redevel opment
of Kely Air Force Base. The Vice President visited San
Antonio on November 23, 1997, and guaranteed up to $35
million in HUD Section 108 loansfor Kelly Air Force Base. In
aHUD press release dated April 14, 1998, the Vice President
and HUD Secretary announced the approva of a$38.7 million
HUD loan to the City for “infrastructure improvements’ at Kely
Air Force Base.

In acommitment letter and loan agreement dated July 27, 1998,
the City loaned HUD Section 108 proceeds to the Greater
Kely Development Authority to fund mgor facility renovations
a Kely asrequired by Boeing. The City entered into a
Regulatory Agreement with the Greeter Kelly Development
Authority effective August 4, 1998. The Agreement defines the
terms and conditions, as restricted by HUD and City
requirements, the two parties are to follow during the
rehabilitation and operation of Kelly Air Force Base for the
term of theloan. The agreement requires the Greater Kelly
Devedopment Authority to follow HUD recordkeeping and
reporting regulations, and to maintain records showing that most
of the Kelly jobs would be available to, or held by, low- and
moderate-income persons.

On February 20, 1998, Boeing agreed to move some of its
aerospace operations to Kelly Air Force Base and to hire as
many as 850 Kdly workers. Boeing sgned a sublease
agreement with the Greater Kelly Development Authority on

5 HUD officially approved the City’s $38.7 million application for Section-108 loan funds on April 13, 1998.
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Introduction

April 17, 1998, agreeing to use Kelly facilities for arcraft repair
and maintenance operations.’®

The audit objective was to determine if the City expended
Section 108 loan funds for digible activities in accordance with
HUD regulatiions. To accomplish this objective, we:

Audit Objective, Scope, and
M ethodology

Obtained and reviewed applicable laws and CDBG
regulations;

Obtained and reviewed monitoring reports and
correspondence from the City and the Greater Kely
Deveopment Authority;

Conducted interviews with HUD employeesin San Antonio
and Washington D. C,;

Conducted interviews with employees of the City, the
Greater Kelly Development Authority, and related entities;
Obtained and reviewed accounting reports and other
finandd information from HUD offices in Washington D.C.,
the City, and the Greater Kelly Development Authority;
Obtained an understanding of procurement policies,
procedures, and controls at the City and the Greater Kelly
Development Authority and related entities;

Reviewed professiona services and congtruction contracts
awarded by the Greater Kelly Development Authority and
related entities for compliance with federal and state
requirements; and

Obtained and anayzed job cresation reports to determine
compliance with the loan agreement, CDBG regulations,
and the Act.

Audit Period We subgtantially performed fieldwork from June 1999 through
September 2000. The audit work was periodicaly delayed by
other, higher priority audit assgnments and personnd conflicts.
The audit generally covers 2 cdendar years ending
December 31, 1999, dthough we extended the review period,
when appropriate. We conducted the audit in accordance with
generdly accepted government auditing standards.

8 Boeing Sublease Agreement Paragraph 18.
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Finding

The City’ sSection 108 Loan Program isin
Danger of Not Meeting National Objectives

The City has spent over $17 Million’ in Section 108 loan fundsto redevelop Kely Air Force
Base without ensuring the activity meetsthe Program’s national objectives and complies with
HUD regulations. The $17 million includes $287,000 for contracts awarded without
competition asrequired. The City agreed to use Program fundsto create job opportunitiesfor
low and moder ate-income per sons but has not followed key Program requirements. The City:
(1) did not obtain a required commitment from Boeing Company to create low and moder ate-
income jobs befor e spending Program funds to upgrade Boeing facilities; (2) did not
adequately monitor Program activities; and (3) cannot show the Section 108 Program is

gener ating low- and moder ate-income job opportunities asrequired by CDBG regulations.
Also, the City did not adequately monitor the Greater Kelly Development Authority to ensure
maximum free and open competition when it awarded contracts under the Program. The City
may haveignored, or did not become familiar with CDBG regulations because they believed
the administration awar ded Section 108 loan fundsto ensur e continued employment for
displaced Kelly workers and not specifically to create job opportunitiesfor predominately low
and moder ate-income persons. Consequently, the City cannot show compliance with CDBG
eigibility requirementsand all Program expenditures may beinédligible.

Requirements In determining eligibility, Title 24, Code of Federa Regulation
(CFR), Section 570.200, provides that an activity may be
assiged inwhole or in part with CDBG funds only if the activity
complieswith al of thefollowing: (1) Section 105 of the Act;
(2) nationa objectives, (3) the primary objective; (4)
environmenta review procedures; and (5) cost principles. The
primary objective of the CDBG Progrant as described in Title |
of the Act (42 U.S.C. 5301), section 101(c) is the development
of viable communities, decent housing, suitable living conditions,
and economic opportunities principally for persons of low
and moderate income (emphasis added).’

Title 24, CFR, Section 570.506 provides that each recipient
shdl establish and maintain sufficient records to encble the
Secretary to determine whether the recipient has met the

7 As of December 21,2000.
824 CFR §570.1 (c).
942 U.S.C. § 5301 sec. 101(c).
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Finding

1024 CFR §570.501(b).

1 24 CFR §570.506(b).

1224 CFR §570.208(3)(4)(i).
1324 CFR §570.208(a)(4)(iii).
1424 CFR §570.506(b)(5).

1524 CFR §570.502(a) & 502(a)(12).

2001-FW-1004

requirements. The City, asthe recipient, isrespongble for grant
administration induding monitoring™ and records keeping to
ensure and to demonstrate compliance with al Program
requirements. ™ The City must document that at lesst 51
percent of al jobswill be held by, or will be available to, low-
and moderate-income persons.™? Jobsthat are not held by

low- and moderate-income persons may be considered to be
available to those persons only if: (1) specid skillsand training
are not a pre-requisite or (2) the asssted business agreesto hire
unqualified persons and provide training and (3) the grant
recipient and asssted business take actions to ensure low- and
moderate-income persons receive firg congderation for filling
such jobs™®

Where the recipient chooses to document that at least 51
percent of the jobs will be available to low- and moderate-
income persons, documentation will indude: (1) awritten
agreement containing: (a) a commitment by the assisted
businessthat it will make at least 51 percent of the jobs
availableto low- and moderate-income persons and will
provide training for any of those jobs requiring specid skillsor
educetion; (b) alisting of the jobs to be created, which jobswill
be held by low- and moderate-income persons, and which will
require specid skill and education; and (c) a description of
actions to be taken by the recipient and the business to ensure
low- and moderate-income persons receive first consideration
for those jobs and (2) aligting by job title of the permanent jobs
filled, which jobs were available to low- and moderate-income
persons, and a description of how such consideration wasgiven
to such persons for those jobs. The description shdl include
what hiring process was used; which low- and moderate-
income persons were interviewed for a particular job; and
which low- and moderate-income persons were hired.**

CDBG grant recipients must aso comply with OMB cost

principles and federal procurement regulations™ that reguire:
(2) codts reflect sound business practices, ams-length
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Finding

The City said it would use
Section 108 fundsto create
jobsfor predominately low-
and moder ate-income
persons.

bargaining, and market prices for comparable goods or
services;™® (2) competitive solicitation for al purchases in excess
of $100,000;*" (3) documentation sufficient to detail the
sgnificant history of a procurement;*® and (4) require dl
procurement be conducted in a manner providing full and open
competition.™

The laws of the State of Texas require purchases above
$15,000 to be competitively sdlected through sealed bidding or
sealed proposals.® Requests-for-Proposals must solicit [price]
quotations and specify the rdative importance of price and
other evauation factors® Texas Civil Statutes, Chapter 2254,
require the selection of professona services on the bases of
demonstrated competence and qudifications for afar and
reasonable price.

Inits Section 108 loan gpplication, the City stated Boeing
would hire and train unqudified personsto help meet low- and
moderate-income benefit requirements. The City certified thet,
in the aggregate, at least 70 percent of dl CDBG funds as
defined by Title 24, Section 570.3(€), to be expended during 1,
2, or 3 consecutive years specified for its CDBG Program will
be for activities which benefit lon~ and moderate-income
persons. Also, under the caption “Compliance with HUD
Nationd Objectives for Community Development,” the
gpplication stated:

“The Greater Kely Development Corporation’s vision of
cresting economic opportunities for Kelly Air Force Base
and San Antonio will be accomplished by maintaining Kelly
as aworld-cass maintenance, manufacturing, and
digtribution based indudtrid park. Asaresult, atota of
21,000 good paying jobs will be created to support the
activities, simulated by Boeing, with the Section 108
assigtance."”

16 OMB Circular A-87 Attachment A part C. Basic Guidelines.

1724 CFR §85.36(d)(1).
18 24 CFR §85.36(d)(1).
19 24CFR §85.36(c).

2 Title 8 of the Texas Local Government Code, §252.021.
2L Title 8 of the Texas Local Government Code, §252.042.

2 Amended application, page 29.
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Finding

The City did not follow
CDBG Program
requirements.

2 Dated September 28, 2000.
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Also:

“...Boeng fully intends to utilize the Department of Labor
sponsored services provided by Alamo Workforce
Deveopment and the Texas Smart Jobs program to

devel op the maintenance skills of the San Antonio work
force. What this specificdly meansisthat Boeing has
agreed to hire unqudified persons and will provide the
necessary training utilizing the City of San Antonio’s Job
Training Partnership Act (JTPA) sponsored programs. ...
Thiswill serve to subgstantiate the City’ s efforts to document
that at least 51% of the jobs being created and retained will
be available to and held by low~ and moderate-income
persons.”

The City listed Boeing as akey to the Kdly redevelopment and
job creation plan and expected Boeing to hire loca workers for
over 95 percent of the positions created. The City adso said
Boeing would try to give low- and moderate-income persons
first consderation for filling new jobs.

The City did not ensure the Greeter Kelly Development
Authority obtained a written commitment from Boeing before
releasing Program funds totaling over $17 million to upgrade
Boeing facilities. In September 2000, after more than a year
since our first request for acopy of the agreement and job
information, the City provided a*“Draft” Employment Practices
Plan and job report® that did not meet CDBG requirements.
For example, the Plan did not include: awritten commitment by
the business to make 51 percent of the jobs available to low-
and moderate-income persons, a provison for hiring and
training unskilled workers for qualifying skilled positions; or
planning and reporting provisonsincluding: (a) a projection of
full-time jobs to be created; (b) identification of which jobs
would be available to low-and moderate-income persons,; (c)
required training; or (d) what actions would be taken to ensure
low- and moderate-income persons receive first consideration
for employment.

Although the City’ s agreement with the Gregter Kely
Development Authority included provisons for the employment
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Finding

The City cannot show Kely
redevelopment activitiesare
providing jobs predominately
for personsof low and

moder ate income.

2 Paragraph 6, “ Employment Commitments”.

of low- and moderate-income persons, the City did not ensure
the agreement between the Greater Kelly Devel opment
Authority and Boeing contained smilar provisons. The City
and the Greater Kelly Development Authority entered into a
Regulatory Agreement effective August 4, 1998. The
Regulatory Agreement providesthat at least 51 percent of the
tota jobs created be held by or made available to persons of
low and moderate income in compliance with HUD CDBG
national objectives described in 24 CFR §570.208(a)(4).
The Boeing Sublease agreement, dated April 17, 1998,
between the Greater Kdly Development Authority and Boeing
includes employment incentives for hiring displaced Kelly
workers. Specificdly, the agreement dates, “Boeing will exert
agood faith effort to attain at least 50% of the qualified local
hires from either current and/or displaced Kdly AFB
workers.”® The Sublease however does not include an
incentive or provigon for hiring predominately low- and
moderate-income persons.

On August 17, 2000, a City Officid told usthe Boeing job
creation commitment and agreement would be completed by
the end of September 2000. However, as already noted, the
draft employment practices plan and job report dated
September 28, 2000, did not comply with CDBG regulations.
We consider the Boeing commitment and job crestion reports
to be tardy, at minimum, because HUD approved the Program
in 1998 and the City has expended over $17 miillion dollars to
upgrade Boeing facilities.

The City’s job reports show the Section 108 Program is
creating many jobs for San Antonio residents including many
jobsfor persons of low- and moderate-income. However, the
reports dso show the City isnot achieving a 51 percent job
creation-level for low- and moderate-income persons as
proposed in the City’s Section 108 |oan application, and as
required by CDBG regulations. Job creation reports provided
by the City are unreliable because they contain many errors and
inconsstencies and show low- and moderate-income job
creation levels of only about 26 to 46 percent. For example,
job reportsincluded: empty income fields; erroneous

% Boeing Sublease Agreement dated April 17, 1998, Paragraph 33.2.
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Finding

The City used Program
fundsto pay questioned
contract costs of about
$287,000.
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classfications of low- and moderate-income individuas, and
changes in the number of dependents and income data for
numerous low- and moderate-income individuas between
reporting periods. The most recent job report, dated
September 28, 2000, does not include cumulative job creation
data and shows that persons of low and moderate income fill
only about 26 percent of al new jobs creasted. The City’s
earlier reports dated August 24, 1999, and November 30,
1999, show low- and moderate-income job creetion levels of
between 43 and 46 percent. City staff questioned our concern
for and were unfamiliar with lon- and moderate-income
classfication criteriaand job creation requirements. Now they
are seeking technica assistance from the San Antonio HUD
gaff. Thisshould ensure grester accuracy and congstency in
any future job reports.

The City paid contract costs of about $287,000 for “pre-
quaified” and “team” vendors without ensuring compliance with
procurement regulations. Thisisbecause: (1) the Greater Kdly
Development Authority agreed to noncompetitively award
contracts to “pre-qualified” and “team” vendorsin their contract
with EG& G Management Services and (2) the City did not
formaly review the Greater Kdly Development Authority’s
procurement policy and procedures before authorizing
reimbursement to the Greater Kelly Development Authority for
these contract costs.

On November 24, 1997, the Greater Kelly Development
Authority entered into a professond and personal services
contract with EG& G Management Services for Implementation
Phase Services of the Kely redevelopment plan. Inthe
contract, EG& G agreesto provide technical, personal, and
professond services ether directly, or by engaging the services
of subcontractors, agents, and representatives. Section 11.C,
“Professiond, Persond and Technica Services Subcontracting
Plan” directs EG& G to conduct on an annua basis an open
competitive process to select prequdified subcontractors to
perform work under the contract. This section aso includesthe
following: “It ishereby acknowledged by [the Greeter Kelly
Deveopment Authority] that current Contractor Team
Members (existing Contractor team subcontractors) including:
EG& G, Klynveld Peat Marwick Goerdeler (KPMG), United
Parcd Service (UPS), Trammel Crow Company (TCC),
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Finding

Operational Technologies, Inc. (OpTech), Sddama &
Associates, Vickrey Associates, Ricondo & Associates, Foster
CM Group, and J.D. Gonzaez Associates are considered
“Pre-qudified” within their recognized disciplines and to the
extent that they continue to provide satisfactory services for [the
Greater Kdly Development Authority], will not need to
participate in any annud pre-qualification selection process to
be digible for potentia new work.”

The Greater Kelly Development Authority personnd said they
did not conduct an annua competitive process as required by
Section 11.C. and agreed they awarded contracts to pre-
quaified and team vendors without forma competition.
Contracting personnel dso said they did not formally document
their rationde for the sdlection of pre-qudified and team
vendors. The following table shows the vendors and amounts
of the noncompetitive awards.

Task Authorized | Paid by Sec.
Vendor Order | Amount 108 funds® | Subtotals
Team vendors:
Ricondo 1 $ 274,942 $ 70,945

1366 74,519 35,495
Sdldana 6 44,944 44711
Vickrey 4 108,565 93,973

10 38,540 20,415

$ 264,540
Prequalified vendor:
PDI 3 72,757 22470 22470
Total Questioned Contract Costs $287,010
The City did not adequately City gaff seemed unfamiliar with CDBG regulations and told us

monitor job creation and
procur ement requirements.

% Asof May 30, 2000.

they had not performed comprehensive reviews to determine
compliance with job creation and procurement requirements.
Responsible City staff believed HUD provided Section 108
loan funds to ensure continued employment for Kelly workers
and wondered why we were asking questions about compliance
with low- and moderate-income job creation requirements. We
believe they may have ignored, or did not become familiar with
CDBG requirements because top adminigretion officas
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Finding

“guaranteed” the award of Section 108 fundsto San Antonio
for the redevelopment of Kelly Air Force Base.

Responsible st&ff at the City and the Greater Kelly
Deveopment Authority said top adminigration officias
guaranteed Section 108 |oan funds to ensure Kelly workers had
ajob when the base closed down. According to a November
24, 1997 newspaper articleincluded in San Antonio Office of
CPD files, the Vice President came to San Antonio and
“guaranteed” approval of the HUD Section 108 loan to help
make Kelly “aworld-class commercia center.” Also, on

April 14, 1998, HUD issued a news release stating:

“The Clinton Administration will provide $38.7 millionin
Department of Housing and Urban Development loan
guarantees to San Antonio, TX for infrastructure
improvements to attract a Boeing Co. aircraft maintenance
facility expected to create more than 1,100 jobs at Kelly
Air Force Base, Vice Presdent Al Gore and HUD
Secretary Andrew Cuomo announced today.”

Although top adminidration officids made these
announcements, we do not believe thisisavdid reason for the
City to ignore key Program requirements including: monitoring
responghilities; the creation of jobs for predominately low- and
moderate-income persons, and compliance with procurement
regulations. The City’s Section 108 Program must meet a
CDBG nationd objective to be digible for CDBG assistance.
The City applied for Section 108 ass stance with the stated
nationa objective of benefit to lon- and moderate-income
persons. Specificaly, the City agreed to use Section 108 funds
for job creation and retention activities pursuant to 24 CFR
8570.208(a)(4). Since the City cannot show the Programis
providing jobs for predominady low- and moderate-income
persons, all Program expenditures are in danger of not meeting
Section 108 digibility requirements.

Auditee Comments

27 Community Planning and Development.

2001-FW-1004

The City agreed to work with the Greeter Kelly Development
Authority and Boeing to develop a job-crestion plan and to
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Finding

document the hiring of low- and moderate-income persons to
fulfill the 51 percent requirement. The City aso has obtained an
agreement dated September 29, 2000, between Greater Kelly
Deveopment Authority and Boeing on employment practices
and recordkeeping related to hiring low- and moderate- income
persons. They are modifying the plan to include the required
language. The City did not agree that any requirements related
to the hiring of low~ and moderate- income persons applied
during the period of our review. They sadd HUD approved the
City’ s modified gpplication, which stated the cregtion of the
specified number of low- and moderate- income jobs would not
be required until 18 months after construction completion, or
March 31, 2003. The City said because of this, the City does
not concur with our job-creetion conclusions. The City aso
sad it isgoing to conduct a survey and analysis of the 2000
census to determine whether the project will qudify under the
area bendfit criteriainstead of the criteria contained in its
goplication. The City sad it will work with HUD to shift the
emphasis from measuring percentages of low- and moderate-
income jobs crested, to aleviating the effects of the base
closure upon an economically distressed area

The City agreed with the audit’ s procurement compliance
conclusions with respect to the awarding of professonad
services contracts totaling approximately $287,000. However,
it did not agree that the City generdly did not monitor the
awarding of contracts. The City sad it is currently withholding
payment on $95,295 related to professiona services contracts
because the documentation submitted does not meet the federd
or locd criteriafor full and open competition. The City said it
officaly notified the Greater Kelly Development Authority on
March 27, 2001, that al payments and reimbursements would
be immediately sugpended until such time as the issues outlined
in the draft report are addressed and resolved. Also, on
March 29, 2001, the City officidly notified Greater Kely
Deveopment Authority of the need for several documents to
demondirate progress toward meeting job creation
requirements. The City plansto take other corrective action to
assure compliance with procurement requirements, including
conducting an independent review of Greater Kely
Development Authority’ s procurement activities and increasing
monitoring. The City sad it is committed to following up on the
corrective actions dready taken and planned to assure
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Finding

OI G Evaluation of
Comments

2001-FW-1004

compliance with al Loan Program requirements. The City’s
complete responseis contained in Appendix B.

Although the City did not agree with parts of the audit, the
City’s actions and planned actions appear responsive. The
City’ s response did not change our position on the issues but
we did make aminor revison to our draft related to the City's
monitoring of contract awards. We agree the City monitored
the awarding of contracts to some extent but we il believe it
did not do it adequately to ensure full and open comptition for
all contracts awarded. We do not agree with the City’s
statement that compliance regarding job creetion should not be
required until 18 months after the end of the construction phase.
Regardless of the City’ s statements, they were preparing
occasiond job creation reports but they were unrdliable. The
criteria gated in the finding show requirements for certain
documentation to start before the actua creation of the jobs.
Specificaly, the City must comply with documentation
requirements as provided by Title 24, Code of Federa
Regulations, Section 570.506 (b)(5). Such documentation
includes a written agreement containing the commitment by the
assisted business to make at least 51 percent of the jobs
available to low- and moderate-income individuas. It should
dsoincude aliging by job title of the permanent jobsto be
created indicating which jobs will be available to low- and
moderate-income persons, which jobs require specia skills or
education, and which jobs are part-time, if any. We bdlieve, in
response to the draft audit, the City’ s actions and planned
actions to create 51 percent of the jobs for low- and moderate-
income persons are sepsin theright direction. We do not
know whether the City can meet the program’ s nationd
objectives by shifting the emphads of the program from
measuring the percentages of low- and moderate-income jobs
creeted to dleviating the effects of the base closure upon an
economicaly distressed areg, as the City saysit will atempt to
do. Until the City takes sufficient steps to meet the nationd
objectives, dl expenditures of the program remain in danger of
being indigible
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Finding

Recommendations

We recommend HUD require the City to:

1A.

1B.

1C.

1D.

1E.

Establish procedures to ensure the Section 108 Loan
Program results in the employment of the required level of
low- and moderate-income persons.

Suspend al Section 108 payments for Kelly
redevelopment activities until the City can providea
verifiable job creation plan and data supporting low- and
moderate-income job creation levels of at least 51
percent.

Remburse the CDBG Program from nonfedera funds an
amount equa to al Section 108 expenditures for Kedly
redevelopment activitiesiif the City cannot satisfactorily
show the Program meets or exceeds the digibility
requirement to benefit lon- and moderate-income
persons.

Conduct aforma review of procurement procedures
used by the Greater Kely Development Authority to

ensure full and open competition for procurement and
contract awards.

If the City can show the Kelly redevelopment activities
meet the Section 108 Program digibility requirements,
provide support for the reasonableness of the $287,000
paid to “pre-qudified” and “team” vendors or reimburse
the CDBG Program from nonfedera funds for any
amounts not supported as reasonable and not awarded
competitively.

We dso recommend HUD:

1F.

Review and determine if the Boeing agreement (response
Attachment 5, Appendix B) is sufficient to ensure
compliance with job-creation requirements, if it contains
appropriate remedies for noncompliance, and if job-
creetion requirements should more appropriately be
made part of the Boeing Sublease agreement, aso
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1G. Suspend Section 108 ass stance payments to the City
until the City can provide verifiable evidence to show
aufficient progress is being made to meet the nationd
objectives of the Program.
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Management Controls

In planning and performing the audit, we obtained an under standing of the management
controlsrelevant to the audit objectives. Management isresponsiblefor establishing

effective management controls, and in a broader sense, theseinclude a plan of organization,
methods, and procedur esto ensure management goals are met. Management controlsinclude
the processfor planning, organizing, directing, and controlling program operations. They
include the systemsfor measuring, reporting, and monitoring program performance.

Significant Controls.

Significant Weakness.

Thefollowing sgnificant controls were relevant to our audit
objectives.

Program adminigtration.
Compliance with laws and regulations.

We assessed these relevant control categories to the extent they
impacted the audit objectives.

A dgnificant weskness exigts if management controls do not
give reasonable assurance resource use is consstent with laws,
regulations, and policies; that resources are safeguarded againgt
waste, loss, and misuse; and that reliable data are obtained,
maintained, and fairly disclosed in reports. Based on this
review, we believe the following item to be asgnificant
weakness:

The City did not properly administer the Section 108 Loan
Program by expending millions of CDBG funds without
ensuring compliance with CDBG digibility and federa and
dtate procurement requirements (see Finding).
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Appendix A

Schedule of Questioned Costs

Type of Questioned Costs
|ssue Unsupported ¥
1C. Program digibility $17,575,8417
TOTAL $17.575.841

1 Unsupported costs are those which eligibility cannot be clearly determined during the audit since such costs were not
supported by adequate documentation to establish eligibility.
2 Program funds disbursed by the City to the Greater Kelly Development Authority as of December 21, 2000.
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Appendix B

Auditee Comments

CITY OF SAN ANTONIO

BO, BOK RiPEds
SAM ANTOMNIC TEXAS TH283-3968

April 11, 2001

Mr. D. Michael Beard

District Inspector General for Audit

L5, Department of Housing and Urban Development
Southwest District Office of Inspector General

B19 Taylor Street, Room 13A09

Fort Worth, Texas 76102

Re: Audit Case Number 2001-FW-100
Dear Mr. Beard:

Enclosed is our response to the draft audit report, dated March 16, 2001, The report summanizes
the results of your audit on the Community Development Block Grant (CDBG) Section 108
Loan Program administered by the City of San Antonio through the Greater Kelly Development
Authority for the financing of development activities at Kelly Air Force Base, Thank you for
extending the due date for our response to April 11, 2001.

We recognize the importance of being in compliance with HUD Section 108 Loan regulations
and establishing procedures to permit verification that the City of San Antonio is complying with
those regulations. Your audit has helped the City ensure it will be in compliance with program
requirements.

We agree in part with the procurement issues addressed in the draft report. However, we do not
agree with the job creation issues presented therein. The audit used certain criteria included in
the City's March 19, 1998 Section 108 Loan Application as a basis for formulating many of its
conclusions regarding compliance with CDBG eligibility requirements. However, the audit
appears not to have taken into consideration the HUD approved modification, April 13, 1998, to
the March 19, 1998, loan application. It is the City's position that the job creation eligibility
criteria cited in the report would not be a compliance reguirement until 18 months after
completion of construction on phase one, the time specified in the loan application medification
approved by HUD. The projected completion date is presently September 30, 2002. Further
details regarding our position with respect to the finding are included in Enclosure 1.

Enclosure 1 contains our comments, and related supporting documentation where appropriate, in
response to the Finding included in the draft report. It includes the actions taken since the

conclusion of the field visit, the planned actions and expected completion dates, and where
appropriate why we consider alternative management action necessary.

AN EQUAL OPPORTUNITY EMPLOYER
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Mr. D. Michael Beard
April 11, 2001

Page 2

In instances where corrective action has been taken, we have identified the efforts taken already
and included supporting documentation. For those instances where we do not agree with the
conclusions in the drafi report, we have explained our rationale for disagreement, offered
alternative action, and/or where appropriate included documentation to support our rationale.

We appreciate the cooperation and patience demonstrated in this audit and will work diligently to
ensure compliance with HUD regulations.

If wou have any questions, please contact Andrew Cameron at (210) 207-6600 or Ramiro
Cavazos at (210) 207-8040,

Sincerely,

[trecsd L Dpmgagr) % g"‘ g}

Andrew W. Cameron /(] Ramiro Cavazos
Director Director

Housing and Community Development Economic Development
Enclosure

ce: Donna M. Abbenante, Acting General Deputy Assistant Secretary

2001-FW-1004

for Community Planning and Development, D,
U.5. Department of Housing and Urban Development
Washington D.C.

Jeff Ruster, Deputy Assistant Secretary for Economic Development, DEE,

L1.5. Deparment of Economic Development

Washington D.C.

John Maldonado, Director, Community Planning and Development Division, 640

U.5. Department of Housing and Urban Development
San Antonio, Texas

Terry M. Brechtel, City Manager, City of San Antonio
Christopher J. Brady, Assistant City Manager, City of San Antonio

George V. Pedraza, Assistant to City Manager, City of San Antonio
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Enclosure 1
I, Michasl Beard

April 11, 2001
Audit Case MNo: 2001-FW-100
Page |

OIG DRAFT REPORT FINDING
and
CITY OF SAN ANTONIO RESPONSE

FINDING
(Draft report, page 5)

The City's Section 108 Loan Program is in Danger of Not Meeting National Objectives

The City has spent over 5§17 Million in Section 108 lean funds to redevelop Kelly Air Force
Base without ensuring the activity meets the Program's national objectives and complies with
HUD regulations. The 517 million includes 3287,00M for coniracis awarded without
competition as required. The City agreed to use Program funds to create job opportunities for
low- and moderate-income persons but has not followed key Program reguirements, The City:
(1) did not obtain a requived commitment from Boeing Company to create low- and moderate-
income jobs before spending Program funds to wpgrade Boeing facilities; (2) did not
adequately monitor Program activities; and (3) cannot show the Section 108 Program is
generating low- and moderate-income job opportunities as required by CDBG regulations.
Also, the City did not monitor the Greater Kelly Development Authorily to ensure maximum
[free and open competition when it awarded contracts under the Program. The City may have
ignored, or did not become famifiar with CDBG regulations because they believed the
administration awarded Section 108 lean funds to ensure continued employmernt for displaced
Kelly workers and not specifically to create job opportunities for predominarely low- amd
moderate-income persons. Consequently, the City cannot show compliance with CDEG
eligibility requirements and all Program expenditures may be ineligible,

CITY RESPONSE: NONCONCUR

The audit objective cited on page 3 of the draft report was “to determine if the City expended
Section 108 loan funds for efigible activities in accordance with HUD regulations.” The audit's
conclusion was that "the City cannol show compliance with CDBG eligibility requirements and
all Program expenditures may be ineligible. ™

The audit presumes a requirement that the City should be reporting on jobs created for the
purpose of showing present compliance with CDBG cligibility requirements, before the time
agreed to by HUD. Tt is apparent from footnote 22, included on page 7 of the draft report, that
the audit used the March 19, 1998, original loan application as the basis for the timing of the
audit, rather than the application as amended and approved by HUD on Apnl 13, 1998
(Attachments 1, 2, and 3).
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Enclosure 1
D, Michae]l Beard
April 11, 2001
Audit Case No: 2001-FW-100
Page 2

Based on the audit objective cited in the report and the Apnl 13, 1998, HUD approved
modification (Attachment 1), it is the City's position that the job creation eligibility criteria
cited in the report would not be a compliance requirement until 18 months after completion of
phase one, the time approved by HUD. The approved amendment (Attachment 2) modified
pages 28-31 of the original March 19, 1998, loan application. Page 28, of the amended
application (section subtitled “Community Development Objectives & Projected Use of the
HUD Section 108 Guaranteed Loan Funds™) stated:

“The City of San Antonio and GEDC will complete the project in two phases, The total
108 Loan budget is $38.7 million, Phase one will require a total of $24.7 million. The
City af San Antonio and GEDC are committed to creating a minimum of 706 jobs in
phase one, These positions will be created within eighteen (18) months after construiction
completion,”

The 706 job positions referenced in the modification were not required to be created until within
18 months after the completion of phase one. As of this correspondence, the City has only spent
approximately $17.8 million of the $24.7 million planned for phase one of the project.
Construction related to phase one of the HUD Section 108 Loan assisted facilities, which will
house the job creation requirements specified in the modification, is still incomplete, with a
projected completion date of September 30, 2001 (Attachment 4). Based on the HUD approved
amendment, it is unreasonable to expect reporting on compliance with job creation eligibility
requirements before construction for phase one is complete and the related jobs have been
created. The eligibility requirements cited in the report would not be applicable until 18 months
after the projected completion of phase one, or March 31, 2003. Therefore, it is the City's
position that job creation eligibility and reporting requirements were not required to be met
during the period covered by the audit, June 1999 through September 2000. As a result, the City
does not concur with the job creation conclusions included in the draft report and request they be
eliminated,

Description of attached supporting documentation:

Attachment 1: April 13, 1998 Letter from Kenneth C. Williams, Deputy Assistant
Secretary for Grant Programs, U5, Department of Housing and
Urban Development, Washington D.C.

Attachment 2: April 10, 1998, Letter to Paul Webster, Director, Financial
Management Division, U.S. Department of Housing and Urban
Development, Washington D.C

Attachment 3: April B, 1998, Letter to John Maldonado, Director Community
Planning and Development, U.S. Department of Housing and
Urban Development, San Antomo, Texas

Attachment 4: March 26, 2001, Letter to Paul Webster, Director, Financial
Management Division, U.S. Department of Housing and Urban
Development, Washington D.C
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Enclosure 1
. Michae] Beard
April 11, 2001
Audit Case No: 2001-FW-100
Page 3

Other Allowable HUD Criteria Not Considered in the Audit. 24 CFR 570.209(d) specifies
that if the grantee's actual level of benefit shows a pattern of substantial variation from the
anticipated results, the grantee is expected to take all actions reasonably within its control to
improve the accuracy of its projections. In accordance with this requirement, the City is
comparing the actual level of benefit to the level of benefit anticipated when the CDBG
assistance was obligated.

Further, 24 CFR 570.208(a)(4)iv) and (v) specifies other criteria not considered in the audit that
can be used for purposes of determining whether a job is held by or made available to a
low/moderate-income person. A person may be assumed to be a low/moderate-income person
“if the assisted business is located within a census tract (or block numbering area that meets the
reguirements aof paragraph (al4)(v) and the job under consideration is to be located within that
census (ract.”  This paragraph specifies that a census tract qualifies for the presumptions
permitted under paragraphs (a)(4)iv)(A) 1) and (B} if it meets the following criteria: “(4) it fas
a poverty rate af at least 20 percent as determined by the most recently available decennial
census information; (B) it does not inelude any portion of a central business disirier, ... and
{(C) it evidences pervasive poverty and general distress by meeting at least one of the following
standards: (1) all block groups in the census tract have poverty rafes of af least 20 percent; (2)
the specific activity being undertaken is located in a block group that has a poverty rate of at
feast 20 percent. or (3) upon written request of the recipient, HUD defermines that the census
iract exhibiis oither ohjectively determinable signs of general distress such as high incidence of
crime, narcotics use, Romelessness, abandoned housing, and deteriorated infrastructure or
substantial population decline.”

City’s Planned Alternative Corrective Action. Based on evident signs of pervasive poverty
and general distress of the area related to the decline of Kelly AFB, including the closing of

former businesses and other signs of general distress in the communities surrounding Kelly, the
City will conduct a survey and analyses of the year 2000 census and other statistical information
related to the Kelly area for the purpose of demonstrating that the area qualifies for making jobs
available to low/moderate-income persons under the 24 CFR 570.208(a)(4)}iv) and (v} criteria.
Compliance with the arca criteria could not be determined when the loan application was
submitted since the base was still operating as an active Air Force installation and the beginning
of the economic decline had not yet started. Also, census tract data is unavailable for military
bases. The City will work with HUD prior to the post-construction compliance date to shift the
Loan Program’s emphasis from measuring percentages of low/moderate-income jobs created, to
alleviating the effects of the closure upon an economically distressed area. This shift is
allowable under HUD regulations and fits the intent of the program: preventing income decline
for Kelly AFB workers and the area as a whole.

Depending on the availability of 2000 census and/or other available statistical information, the

City expects to complete its survey by September 30, 2001, The City will forward the results of
its survey along with a written request for HUD to make a determination that the created jobs
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Enclosure 1
D. Michaz! Beard
Apnii 11, 2001
Audit Cage Mo, 2001-FW-100
Page 4

qualify for the presumption of low/moderate-income consistent with the 24 CFR
570.208(a)(4)v)H3) eriteria summarized below:

» The census tract or area exhibits other objectively determinable signs of general distress
{Based on the 2000 Census information, the City plans to survey the immediate
surrounding area to demonstrate it has a poverty rate of at least 20%. The survey may
include an Economic Impact Analysis.);

The area docs not include a central business district; and
The area demonstrates pervasive poverty and general distress such as high incidence of
crime, homelessness, abandoned housing, and deteriorated infrastructure.

The City is confident that the jobs created utilizing the assistance of the Section 108 lean will
comply with the above criteria. Under these alternative criteria, the job creation eligibility
criteria used in the andit to measure compliance would no longer be valid.

Estimated Completion Date: September 30, 2001
Cirv’s Additional Planned Corrective Action. In the interim, the City will work with Boeing

and Greater Kelly Development Authority (GKDA) to document the hire of low/moderate-
ineome individuals by Boeing and other benefiting employers and to develop an acceptable plan
for meeting the original 51% target prior to the post-construction timeline. The City will also
ensure that Boeing, GKDA, and the City understand, track, monitor and meet the requirements of
the Loan Program as currently written. The plan will include renewed attempts to use: (1)
available U.S. Department of Labor job training programs for providing training to
low/moderate-income persons in an attempt to gualify low/moderate income individuals for the
jobs created at Kelly, and (2) job placement opportunities available through the Texas Workforce
Commission for making jobs available to low/moderate-income persons.

Estimated Completion Date: May 11, 2001
CITY RESPONSE TO OTHER STATEMENTS INCLUDED IN THE FINDING ON
PAGE 5 OF THE DRAFT REPORT:
Finding: The City:
(1) did not obrain a reguired commitment from Boeing Company to create low-
and moderate income jobs before spending Program funds to upgrade
Boeing facilities;

(2) did not adeguately monitor Program activities; and
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Enclosure 1
D, Michael Beard
April 11, 2001
Audit Case No, 2001-FW-100
Pagpe 5

(3} cannot show the Section 08 Program is generating low- and moderate-
income fob opportunities as required by CDBG regulations.

CITY RESPONSE to {1): NONCONCUR

The City has obtained agreement from GKDA and Boeing (Attachment 5) to report on and
make jobs available to low/moderate-income persons to meet the 51% low/moderate-incoms
hiring target. Additionally, the GKDA/Boeing submitted a plan to make jobs available to
low/moderate-income persons. This plan is being moedified to include the language required by
24 CFR 370.306(b)(5). Monitoring by the City and GKDA will ensure progress and compliance
by the post-construction timeline.

CITY RESPONSE to (2) and (3): NONCONCUR

See response on pages | through 4 of this Enclosure,

Finding: “Also, the City did not monitor the Greater Kelly Development Authority to
ensure maximum free and open competition when it awarded contracts under
the Program.”

CITY RESPONSE: CONCUR IN PART

We agree with the audit's procurement compliance conclusions with respect to the awarding of
professional services contracts totaling approximately 3287000, However, we do not agree with
the inference that the City of San Antonio generally did not monitor the awarding of contracts.
The $287,000 represents a little over one percent (1%) of the $17 million in contracts awarded
by GKDA and monitored by the City, The audit took no exeeptions with the $16.9 million in
construction contracts awarded by GKDA or with 5422000 in other professional services
contracts awarded by GKDA. Additionally, the City is cumrently withholding payment on
$95,205 related to professional services contracts because the documentation submitted does not
meet the federal or local criteria for full and open competition.

City’s Corrective Action Taken: The City has taken the following steps to ensure that all
Loan Program funds were allowably spent and to ensure compliance with OMB, HUD, and local
requirements:

* On March 27, 2001 the City officially notified GKDA that all payments and
reimbursements would be immediately suspended until such time as the 1ssues outlined in
the draft report are addressed and resolved (Attachment 6).
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Enclosure 1
. Michasl Beard
April 11, 2001
Audit Case Noo 2001-FW- 100
Page &

« On March 29, 2001 the City officially notified GKDA of the need for several documents
to demonstrate progress toward meeting job creation requirements (Attachment 7).

City's Planned Corrective Action: The City will:

# Direct GKDA to obtain an independent review of all non competitively bid
professional services contracts referenced in the report for the purpose of ensuring
that all costs incurred are reasonable, necessary, and allowable. Any unallowable
costs will be identified to HUD for appropriate resolution or repayment.

+« Review GKDA's procurement procedures to ensure full compliance with all Loan
Program rules and regulations.

e Increase its monitoring to ensure future compliance with OMB, HUD, and local
competition requirements and ensure that all GKDA staff involved with the Loan
Program are trained in compliance responsibilities,

# For professional contracts, specify to GKDA, the necessary documentation needed to
support all invoices before any payment is made. The documentation will indicate
how the contractor was selected, a copy of the Request for Proposal (where
applicable), the rating system used to determine the successful contractor, and related
price negotiation documentation.

Estimated Completion Date: May 11, 2001

FINAL COMMENTS. The City is committed to following up on the actions already taken and
the planned actions identified in this response to assure its compliance with all Loan Program
requirements. Again, we wish to thank the OIG for bringing the issues presented in the draft
report to our attention so that the City may ensure compliance with the loan application as
amended on April 13, 1998,
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i - ' Direws
;__uul:-' u.%- ULS. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
_A‘ 13 WAESHINGTOMN, D.C. 20410- 7000
:'ﬁl - :
R S
WE OF § L Ll SCRETARY FA
ekt ookt APR 13 1998

Honorable Howard W. Peak
Mayor of San Antonic
San Antonio, TH TH204

Dear Mayor Peak:

Please be informed that City of San Antonic's (hereafter
"the City")} request for loan guarantee assistance under Section
108 of the Housing and Community Development Act of 1974, as
amended, has been approved. 3Such assistance is to consist of
the guarantee of notes or other obligations in the principal
amcunt of 538,700,000.00, plus interest thereon, which shall be
issued to finance activities described in application
B-97-MC-48-0508.

This offer of commitment is subject, heowewer, to the
conditions specified in Item 8 of the Funding Approval (Form
HUD=T082) .

The first condition prowides that in the ewvent the City
fails to submit notes or other ocbligations for inspection and
guarantee by the Secretary of the Department af Housing and
Urban Development (HUD) befere June 1, 1999, the offer will
expire as of such date.

The second condition provides that the repayment schedule
for the guaranteed loan must be acceptable to HUD.

The third condition provides that the City shall provide
additional security for the guaranteed loan and such additional
security must ba acceptable to HUD. The additional security
shall be identified in the Contract for Lean Guarantee
Aszistance, specified by 24 CFR £570.705(b) (1), which will be
executed at the time the guaranteed cbligations are issued.

Flease furnish uws, at the address specified in the last
paragraph of this letter, your timetable for execution of the
activities described in your application. These ackivities
will be financed through a public effering of Section 108
ohligations. If you need funds pricr to the next public
offering, please notify HUD at the address below and
instructions for obtaining interim financing will be prowvided.

,fﬂﬂﬁﬁmwwfp |
p- Vi
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In addition to the special conditions cited above, the
release of funds for the project to be carried cut with lean
guarantee assistance is conditiened upon compliance by the
City with all applicable provisions of the HUD Envircnmental

Review Procedures (24 CFR Part 58).

In this regard a reguest

for release of funds must be approved by HUD prier to the

chligation or utilizatien of funds for the project.

Please execute the three enclosed copies of the Funding
Approval and return two copies to the Department of Housing and
Urban Develcpment, Office of Block Grant Assistance, Financial
Management Division, Room 7180,

Washington, D.C. 20410.

authorized by HUD on October 13,

guarantes assistance.
this Funding Approval,
Subpart M of the bleck
guarantees, as well as
documentation reguired
connection therewith.

Enclosures

2001-FW-1004

451 Sewventh Street,

S.W.,

One copy should be retained for your
files. The Funding Approval amends the Grant Agreement

1997, under the Funding
Approval for grant number B-97-MC-48-0508 to include loan

The Grant Agreement thereby incorporates
the loan guarantee application, and
grant regulations governing loan

such agreeaments, schedules,
to be submitted or executed in

Very sincerely vours,

enneth C. Williams
Deputy Assistant 3Secretary

Page 30

for Grant Programs

and other



Appendix B

Special Conditions.

(a] In the event the Borrower fails to submit notes or
other obligations for inspection and guarantee by the
Secretary of the Department of Housing and Urban
Development (the Secretary) befere June 1, 19%9, the offer
will expire as of such date.

{b) The repayment schedule for the guaranteed loan must
be acceptable te the Secretary.

(e} The Berrower shall provide additional security for
the guaranteed loan and such additional security must be
acceptable to the Secretary. The additional securicy
shall be identified in the Contract for Loan Guarantee
Asgistance specified by 24 CFR §570.705(b) (1) which will
be executed at the time the guaranteed chligations are
issued.

/5’:’754 hamenl ,’

P

Page 31

2001-FW-1004



Appendix B

Funding Approval/Agreement U5, Department of Housing and Urbian Development
Title | of the Housing and Community Otfice of Community Planning and Development
Development Act (Public Law 93-383) Community Development Block Grant Program

HI-00515R of 20515R

21
DD Taw I Number 4 Date Use af Funct May Begin

I. Hame ol Geardas {ue chown in ltem 6 of Standed Form224] b

City of San Antonio, Texas r"\h Q Sa. Wiinct | Grant Momiser 1 Ea_ Amgunt Aaproved o
7, Granten's Complete Addreis {as chawn in Rem B of | andard Fgroya ) B=-5%T-MC-48-0508

Housing and Communitcy - . Froject | Grana Fsmbar 2 Gb. Amount Appreves
DevelopmentDepartment \-/

419 5, Main, Suite 200 |G Projact £ Grant Numbser 3 Bz, Amount Approwed =y
San Antonio, TX 78204 N

Grant Agreement 7 e

This Grant Agresment between the Departrment of Housing and Urban Develapment (HUD) and the above named Grantes is made
pursuant to the authority of Title | of the Housing and Community Davelopment Act of 1974, as amended, (42 U5 5301 et seq).
The Grantee's submissions for Title | assistance, the HUD regulations at 24 CFA Part 570 (as now in effect and as may be amendad
from time 1o timel, and this Funding Approval, including any special conditions, constitute part of the Agreament. Subject to the
provisions of this Grant Agreament, HUD will make the funding assistance specified here awailable 1o the Grantee UGG Execution of
the Agreement by the parties. The funding assistance specified in the Funding Approval may be used to pay Cos1s incurred after the
date specified in 4 above provided the activities to which such cosis are related are casfied out in compliance with all applicable
requiremants.  Pra-agreement costs may not be paid with lunding assistance specified here unless they are authorized in HUD
regulations or approved by waiver and listed in the special conditions to the Funding Approval. The Grantee agrees to assume all of
the responsibilities for environmental review, decision making, and actions, as specificd and required in regulations issupg by the
Secratary pursuant to Section 1040g) of Title | and published in 24 CFR Part 58.  Tha Gramee further acknowledges its
responsibility for adherence to the Agreement by subseciplant entities to which it makes fundeng assistance hereunder available.

e —
i ¢ ioing Lllian Development (signature, nama. tile, datel | Granbes (ignature, name, fite, datel

.- iafns. Daputy Méggtailg 1933 x

X xéfneth &.
Sacre ta% for Grant Pigﬂrams City of San Antonic, Texas
7 One: Categary | Assmtance for this | B. Gpecial Ga, Data HUD Aecehvad Submicsion: [0 Check Gne
Furnefing Action Cenditions a. Ovig.Funding Apgpwoned
Enziternen [chack onel
_,._' L Ewatonid 9h, Date Grantes Matied:
b Etate. Administared, Sec 1050413 Mene B St Ty K
|Bc Date of Start of Fragram Year: . Amendment Humber, -
o. HUD-Admink-tered Small Cities, Sec 10614} (ZHE Attached | % 3 -
d. ledisn COEG Programs, See 106 [ai[1] 1. Lml af
8. Swrplus Urban Asnewsl Funds, Sec 1120k Mn' ek Gm' Y F7 i X oy
8. Fund: feserved For
I. Special Purpose Grests, Sac 107 Thic Deasten
@ Loan Guaranies, See 108 X b Funds Mow Baing
43 b A pproved
. Resendation To Ba

12, Amcunt of Lean Guarantes Commitmont Haw Being Approved. 126 Hema & Complets Address of Public Agsney

38,700,000

Loan Guarantee Acceptance Provigions for

Designated Agencies

The public agency hereby acceple the Gramt Agreement execuled by the
Department of Housing and Urban Development on the above date with respect 10 120, Signmturs of Autherized Official iname, Eilc, datal for
the abave grant number(e) s¢ Granteo designated to receive loan quarsntes Designates Publc Agsncy

sssictance, and agreas to comply with the terms and conditions of the Agreernent,

apphicable regulations, snd other requirements of HUD now or hereatier in effger, K

pertaining 1o the assistones provided it

(T RERHIETTT () O (1) (T Ao (TTT — —
i ERHH [ Alackmentt ]

-

Project Mumber Amount
|P . #/,5}
[m Entared FAS | Date Colered l.wcs[ Batch Nurnber Trancechien Code ] Entered by Vedliad by
|
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Mumber of pages including cover sheet; ,1_".;:

From: é’_ﬂ!}fm,ﬁ’b{w’)

Department of Housing and
Community Development

419 South Main, Ste, 200
San Antonio, Texas 78204

Pani A

Phone:
Fax phone: 62032,} TOE -~ p a7

L—_Af(@’é?_,&vmf

Fhone: (210} 207-6600
(201} BEG-0005

REMARKS: M Urgent O Foryourreview [ Reply ASAP [0 Please comment
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' R THE DEPARTMENT ’ -
) : OF HOUSING ¥
© AND CONMUNITY i - S
SR . = E %W E L | F A E 'I_.‘\.I E :

April 10, 1998

A Faul Webster, Director r e
- ' Financial Management Division, Rm T180
- U.5. Department of Housing :
. and Urban Development - e < -
451 Seventh Street, S.W. : i . =
Washingten, D.C. 2!}41? ¢ 2 : -

Dear Mr. chsyz;:: i .3

e §

On March 19, 1998, the City of San Antonio submitted a revised Section 108 Loan Guarantes
application for $38.7 million to be used for the renovations of property transl’ar;ad from K.-:][].r
Adr Force Base to the Greater Kelly Development Cmpwat:m

The City of San Antonio (City) is submntr.mg maodifications to the Section 108 Guarantee Loan
apphcaimn it adherence to conversations with Jocal Housing and Urban Development (HUD)

' 1CFD officials. The attached modifications are in reference to the national objective mquuements
regarding job retention and creation, and the. aggregate public benefit. ; 2

It is the und-erstandmg of all parties involved that the number of jobs, created is in numphsmr;-c

with the public benefit standard and must be held by or made available to, low and moderate -
income persons. It is also the City's understandirig this verbiage will be contained in the

contracts executed between the City and HUD. Additionally, this language shall be contiined in

all third party contracts resultmg fmm this loan which are exe-:ut&d by the C;ty

The City appreciates the assistance provided I:ry HUD and looks forward to h:anng from you in
the near future. [ can be contacted at (210) 207-6600, ) b

[ r

s i)y (e

Andrew W, Cameron, Director =
Department of Housing '
. ) _ end Community Development

]

- Adtch,

,ﬂ-}?@{ m-ff 2

Peopie Getting Together To Rebuild Their Neighborhoods 2/{-
A3 SOUTHMAIN  SUHTE 200 SAN ANTOMID, TX 78204 < TELEPHDNE 200-220-3600 R am £20-3620
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= ARl B WL APREY LT LASLTLLS

COMMUNITY DEVELOPMENT OBJECTIVES & PROJECTED USE OF THE
HUD SECTION 108 GUARANTEED LOAN FUNDS

The closure of Kelly Air Force Basc will negatively impact the economic efforts of
cxisling small businesses in the contiguous area immediately adjacent to the base, Asa
result of the closure and realignment of Kelly Airforce Base, to be complete by July
2001, the Kelly Air Force Base will lose approximately 12,000 existing jobs (the San
Antonio community will lose approximately 21,000 jobs). On Movember 24, 1997,
nearly 1,000 Kelly civilian workers received reduction-in-foree notices.

President Clinton acknowledged that the closing of Kelly Air Force Base would “have a
severe economic impact and produce a 73% increase in San Antonio Hispanic
unemployment.”

The City of San Antonio will create a total of 1,106 jobs directly for the Aircraft Industry
operations, fulfilling the aggregate public benefit standard of 24 CFR 570.209(B)(1).
Additionally, it is acknowledged that regardless of the total number of created, as a result
of the Section 108 assistance, at least 51% of the tofal jobs will be held by, or made
available to low and moderate income persons.

Indirectly, it is estimated that approximately 3,512 additional jobs will be created in the
surrounding community, as a result of the Boeing operation. These additional
community jobs include professional contractors and small businesses providing services
and materials needed by the Boeing facilities, logistics support, food service, and clerieal
positions.

The City of San Antonio and GKDC will complete the project in two phases. The total
108 Loan budget is $38.7 million. Phase one will require a total of $24.7 million. The
City of San Antonio and GKDC are committed to creating a minimum of 706 jobs in
phase one. These positions will be created within eighteen months after construction
completion. Additional jobs are expected to be created pending facility upgrades,
production capability assessment, and the award of additional work. The meeting of
these conditions will initiate the implementation of phase two. If implemented, phase
two will require the balance of the requested $38.7 ($13.3 million). Phase two of the
project will create a minimum of 400 additional jobs by the year 2008,

As a result, the entire expenditure of the HUD Section 108 Loan Guarantes resources will
support HUD’s requirement that at least 70% of the City's CDBG funds, over a period of
three (3) years, be of benefit to low and moderate income persons.

/#%t&ﬂffﬁf &
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LY UF SAN ANTONIO

COMPLIANCE WITH HUD NATIONAL ORBJECTIVES FOR COMMUNITY
DEVELOPMENT

(CONSISTENCY WITH LOCAL GOALS AND OBJECTIVES)

In response to the 1995 Base Realignment and Closure Commission's decision to close
Kelly Air Force Base, the City adopted a goal of job creation, to be achieved through
privatization-in-place of military aircraft maintenance, and the introduction of
commercial industry to the facilities.

The City of San Antonio and the Greater Kelly Development Corporation’s vision of
creating economic opportunities for Kelly Air Force Base and San Antonio will be
accomplished by maintaining Kelly as a world-class maintenance, manufacturing, and
distribution based industrial park. As a result, a tatal of 21,000 good paying jobs will be
created to support the activities stimulated by Bocing, with the Section 108 assistance.

Initially, The City of San Antonio, through Boeing will fill a minimum of 706 jobs.
These positions will be created within eighteen months after thé completion of
construction. Boeing estimates the hiring of an additional 400 people for jobs that are
expected to be created to meet future workloads by the year 2006. Boeing will create
aircraft mechanic, sheet metal worker, and electrician positions, and Boeing intends to
hire local workers for over 95% of the positions created.

Boeing intends to make these jobs available to low and moderate income individuals
throughout the City of San Antonio. Moreover, Bocing fully intends to utilize the
Department of Labor sponsored services provided by the Alamo Workforce Development
and the Texas Smart Jobs Programs to develop the maintenance skills of the San Antonio
work force.

What this specifically means is that Boeing has agreed to hire unqualified persons and
will provide the necessary training, wtilizing the City of San Antonio’s Job Training
Partnership Act (JTPA) sponsored programs. Furthermore, this will ensure low and
moderate income persons receive first consideration for filling jobs being created as a
result of additional contracts acquired by the Boeing Company,

The City of San Antonio and Greater Kelly Development Corporation is committed to
creating at least 706 jobs in phase one, and an additional 400 jobs in phase two, if
implemented. At least 51% of the total jobs ereated will be held by or made available to
low and moderate income persons in compliance with HUD CDBG National Activity
307.208(a)4) benefiting low and moderate income persons through job creation andfor
retention. By creating the total number of jobs as established in phase one andfor phase
two, the project will fulfill the apgregate public benefit standard of 24 CFR
570:209(b)(1). The City of San Antonio and Greater Kelly Development Corporation has
established controls to maintain the records requirement of 507.506(b)(5).

llachmenT 2
A,
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=5 CITy OF SAN ANTONIOD

CITIZEN REVIEW AND PARTICIPATION

This HUD Section 108 Loan Guarantee application is supported by the City of San
Antonie’s Five Year Consolidated Plan (Fiscal Year 1995-2000), adopted by City
Council on July 13, 1995, and subsequently approved by the U.5. Department of Housing
and Urban Development, and is specifically addressed in the Plan’s Pari G Anti-Poverty
Strategy, which states:

“To effectively reduce the poverty level, the City, as well as each resident of San Antonio
must be committed to efforts which will enhance local employment availability [i.e.,
increase economic diversification attracting higher skillhigher pay jobs] and optimize
employment preparedness [provide a trained, skilled, available work foree required for
industry diversification].”

In accordance with U.S. Department of Housing and Urban Development Community
Development Block Grant (CDBG), and associated HUD Section 108 Loan regulations,
the City of San Antonio completed the required Citizen Review and Participation
requirements on December 18, 1997, In conformance with the City of San Antonio’s
Citizen Participation Plan for U.S. Department of Housing and Development Resources,
following the publication in the newspaper of general circulation, informing citizens of
the availability of this application for review, the City Council held a Public Hearing to
provide citizens with an opportunity to comment. A copy of the taped Public Hearing is
available for review in the Department of Housing and Community Development Office,
located at 419 5. Main, Suite 200, San Antonio, Texas, 78204,

Upon receiving a positive response from the citizens, specifically Communities
Organized for Public Service (COPS) and Metro Alliance (two of the major community
action groups in San Antonio), the San Antonio City Council, passed ordinance number
87476, authorizing the acceptance from the U.S. Department of Housing and Urban
Development, upon award, a Section 108 Loan in an amount up to $38,7 million for the
financing of the facility improvements at Kelly Air Force Base.

UMMARY

The City of San Antonio has a unique opportunity to preserve and provide over 1,000
Eelly jobs lost as a result of the BRAC '95 decision to close the San Antonio Air
Logistics Center. This opportunity is contingent upon seeuring a major acrospace
corporation to lease the large aircrafi facilities on Kelly, and to hire local employees.
Boeing is committed to establishing a major new business in the facilities as a best-in-
class large-aircrafl maintenance modification center if the City is able to offer business
incentives that are financially attractive to the company. To enter the market, Bocing
requires immediate facility upgrades while at the same time maintaining the facility costs
within general commercial industry cost standards,

HUD SECTION 108 LOAN APPLICATION ——
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CITY OF SAN ANTONIO

B

The HUD Section 108 Loan will assist the City in financing the facility improvements to
support the creation of commercial jobs for the largely Hispanic population who are
losing their jobs. Without these jobs the BRAC *95 Commission acknowledged that
closing Kelly Air Force Base would have a severe economic impact, producing a 73%
increase in San Antonio Hispanic unemployment. Favorable consideration of this HUD
Section 108 Loan request will not only avert certain unemployment, but will also allow
the City to secure a major employer committed to hiring local low and moderate income
persons at a competitive wage.

HUD SECTION 108 LOAN APPLICATION ’4 Hiclmen i
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T ITY OF SAN ANTON|~-~ o

w A

i :
A _ ¥

y  THE DEPARTMENT
OF HOUSING
AND COMMUNITY

4

[:-EvEL-t_:-PMENT

o
Apnl B, 1998

A ?

" John Maldonado, Director i

Comriunity Planning & Development

.S, Department of Housing -

. and Urban Dmlcpmmt 2 L
£00 Dolorosa g

' San Antenio, TX. ?32117-45&3 ) ; T

Dear Mr. Maldonado: o
On March 19, 1998, the City of San. Antonio submitted a revised Section 108 Loan Guarantes
npp].tcntmn for $38.7 million 1o be used for the renovations of property transferred from Kelly
Air Force Base to the Greater Klﬂly Dévelopment Corporation.

* -

The CIT}' of San Antonio (City) is submmmg modlt‘catlnns to the Section 108 Gumnt-ee Loan -
application in adherence to conversations with local Housing and Urban Deveinpment {HU'D]
CPD officials. The attached modifications are in referénce to the national chjective requirements
regarding job retention and ereation,
It is the understanding of all parties involved that the number of jobs created must be held by or

made available fo, low and moderate income persons. It is‘also the City's understanding this

verbiage will be contained in the contracts executed between the City and HUD. Additionally,

this language shall be contmneu:t in all third'party contracts resu!tmg from this loan which are -
- executed by the City, . . :

Thc City appreciates the assistance provided by HUD and looks forward ta ]manng from you in i
the near future. | can be contacted at (2107 207-6600.

b %Mu fm;'

Andrew W, Cameron, Director
o iDepartment of chusmg
and Community Development

L

g ] /51/7'3.{ meal >

: P Ys
_ Penpld [‘;ell.ng Together To H-.:bmrd Thair Neighborhoods N
419 S0UTH MaIK SUITE200 AN ANTOMID, TX PB204 FiS TELEFHONE 210-220-4600  FAX 210-020-3620
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—— CITY OF 5AN ANTONIO -

COMMUNITY DEVELOPMENT OBJECTIVES & PROJECTED USE OF THE
HUD SECTION 108 GUARANTEED LOAN FUNDS

The closure of Kelly Air Force Base will negatively impact the economic efforts of
existing small businesses in the contiguous area immediately adjacent to the base. Asa
result of the closure’ and realignment of Kelly Airforce Base, to be complete by July
2001, the Kelly Air Force Base will lose approximately 12,000 existing jobs (the San
Antonio community will lose approximately 21,000 jobs). On November 24, 1997,
nearly 1,000 Kelly civilian workers received reduction-in-force notices.

President Clinton acknowledged that the closing of Kelly Air Force Base would “have a
severe economic impact and produce a 73% increase in San Antonic Hispanic
unsmployment.”

The City of San Antonio will create a total of 1,106 jobs directly for the Aircraft Industry
operations, fulfilling the aggregate public benefit standard of 24 CFR 570.209(B)(1).
Additionally, it is acknowledged that regardless of the total number of created, as a result
of the Section 108 assistance, at least 51% of the total jobs will be held by, or mads
available 1o low and moderate income persons,

Indirectly, it is estimated that approximately 3,512 additional jobs will be created in the
surrounding community, as a result of the Boeing operation. These additional
community jobs include professional contractors and small businesses providing services
and materials needed by the Boeing facilities, logistics support, food service, and clerical
positions.

The City of San Antonio and GKDC will complete the project in two phases. The total
108 Loan budget is 338.7 million. Phase one will require a total of $24.7 million. The
City of San Antonio and GKDC are committed to creating a minimum of 706 jobs in
phase one. These positions will be created within eighteen months after construction
completion. Additional jobs arc expected to be created pending facility upgrades,
production capability assessment, and the award of additional work. The meeting of
these conditions will initiate the implementation of phase two. If implemented, phase
two will require the balance of the requested $38.7 ($13.3 million). Phase two of the
project will create a minimum of 400 additional jobs by the year 2006,

As aresult, the entire expenditure of the HUD Section 108 Loan Guarantee resources will
support HUD's requirement that at least 70% of the City’s CDBG funds, over a peried of
thres (3) years, be of benefit to low and moderate income persons.

/A)Z;c s‘im’rxT 3
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CITY OF 5AN ANTONIO

COMPLIANCE WITH HUD NATIONAL OBJECTIVES FOR COMMUNITY
DEVELOPPMENT

(CONSISTENCY WITH LOCAL GOALS AND OBJECTIVES

In response to the 1995 Base Realignment and Closure Commission’s decision to close
Kelly Air Force Base, the City adopted a goal of job creation, to be achieved through
privatization-in-place of military aircraft maintenance, and the introduction of
commercial industry to the facilities.

The City of San Antonio and the Greater Kelly Development Corporation's vision of
crealing economic opportunities for Kelly Air Force Base and San Antonio will be
accomplished by maintaining Kelly as a world-class maintenance, manufacturing, and
distribution based industrial park. As a result, a total of 21,000 good paying jobs will be
created to support the activities stimulated by Boeing, with the Section 108 assistance.

Initially, The City of San Antonio, through Boeing will fill a minimum of 706 jobs.
These positions will be created within eighteen months after thé completion of
construction. Boeing estimates the hiring of an additional 400 people for jobs that are
expected to be created to meet future workloads by the year 2006. Boeing will create
aircraft mechanic, sheet metal worker, and electrician positions, and Boeing intends to
hire local workers for over 93% of the positions created.

Boeing intends to make these jobs available 1o low and moderate income individuals
throughout the City of San Antonio. Moreover, Boeing fully intends to utilize the
Department of Labor sponsored services provided by the Alamo Workforce Development
and the Texas Smart Jobs Programs to develop the maintenanee skills of the San Antonio
work force.

What this specifically means is that Boeing has agreed to hire unqualified persons and
will provide the necessary training, utilizing the City of San Antonio’s Job Training
Partnership Act (JTPA) sponsored programs. Furthermore, this will ensure low and
moderate income persons receive first consideration for filling jobs being created as a
result of additional contracts acquired by the Boeing Company.

The City of San Antonio and Greater Kelly Development Corporation is committed to
creating at least 706 jobs in phase one, and an additional 400 jobs in phase two, if
implemented. At least 51% of the total jobs ereated will be held by or made available to
low and moderate income persons in compliance with HUD CDBG National Activity
507.208(a)4) benefiting low and moderate income persons through job creation andfor
retention. By creating the total number of jobs as established in phase one andfor phase
two, the project will fulfill the aggregate public benefit standard of 24 CFR
370.209(b)(1). The City of San Antonio and Greater Kelly Development Corporation has
established controls to maintain the records requirement of 507 506(b)(5).

Ailachmenl 3
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—_— CITY OF SAN ANTONIO

CITIZEN REVIEW AND PARTICIPATION

This HUD Section 108 Loan Guarantee application is supported by the City of San
Antonio’s Five Year Consolidated Plan (Fiscal Year 1995-2000), adopted by City
Council on July 13, 1995, and subsequently approved by the U.S. Department of Housing
and Urban Development, and is specifically addressed in the Plan’s Part G Anti-Poverty
Stratepy, which states: P

“To effectively reduce the poverty level, the City, as well as each resident of San Antonio
must be committed to efforts which will enhance local employment availability [i.e.,
increase economic diversification attracting higher skill/higher pay jobs] and optimize
employment preparedness [provide a trained, skilled, available work force required for
industry diversification].”

In accordance with U.S. Department of Housing and Urban Development Community
Development Block Grant (CDBG), and associated HUD Section 108 Loan regulations,
the City of San Antonio completed the required Citizen Review and Participation
requirements on December 18, 1997, In conformance with the City of S8an Antonio®s
Citizen Participation Plan for [.S. Department of Housing and Development Resources,
following the publication in the newspaper of general circulation, informing citizens of
the availability of this application for review, the City Council held a Public Hearing to
provide citizens with an opportunity to comment. A copy of the taped Public Hearing is
available for review in the Department of Housing and Community Development Office,
located at 419 8. Main, Suite 200, San Antonio, Texas, TE204.

Upon receiving a positive response from the citizens, specifically Communities
Organized for Public Service (COPS) and Metro Alliance (two of the major community
action groups in San Antonio), the San Antonio City Council, passed ordinance number
87476, authorizing the acceptance from the U.S. Department of Housing and Urban
Development, upon award, a Section 108 Loan in an amount up to $38.7 million for the
financing of the facility improvements at Kelly Air Force Base.

SUMMARY

The City of San Antonio has a unique opportunity to preserve and provide over 1,000
Kelly jobs lost as a result of the BRAC *95 decision to close the San Antonio Air
Logistics Center. This opportunity is contingent upon securing a major aerospace
corporation to lease the large aircraft facilities on Kelly, and to hire local employees.
Boeing is committed to establishing a major new business in the facilities as a best-in-
class large-aircraft maintenance modification center if the City is able to offer business
incentives that are financially attractive to the company. To enter the market, Boeing
requires immediate facility upgrades while at the same time maintaining the facility costs

within general commercial industry cost standards. fe_ TTae e sste !fT 'b
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CITY OF SAN ANTONIO

The HUD Section 108 Loan will assist the City in financing the facility improvements to
support the creation of commercial jobs for the largely Hispanic population who are
losing their jobs. Without these jobs the BRAC *95 Commission acknowledged that
closing Kelly Air Force Base would have a severe economic impact, producing a 73%
increase in San Antonio Hispanic unemployment. Favorable consideration of this HUD
Section 108 Loan request will not only avert certain unemployment, but will also allow
the City to secure a major employer committed to hiring local low and moderate income
persons at a competitive wage,

Aillechmenl >
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CITY OF SAN ANTONIO

THE DERPARTMEMT
OF HOUSING
AND COMPMUNITY

4

DEVYV ELOPMENT

March 26, 2001

Paul Webster, Director
Finaneial Management Division
LS. Department of Housing
And Urban Development
451 Seventh Street, 5.W.
Washington, D.C. 20410

Dear Mr. Webster:

The City of San Antonio is requesting an extension of the HUD Section 108 Guaranteed
Loan Disbursement Termination deadline from March 31, 2001 to September 30, 2001,

As you are aware, the City entered in to a sub-loan agreement with the Greater Eelly
Developmetit Authority in regards to the $38.7 million for the redevelopment and
privatization of Kelly Airforce Base, Attached you will find a detailed explanation of the
request for an extension of the disbursement termination deadline.

If you should have any questions or need additional information, contact Jeanetta Tinsley

at (210) 207-6600.
= PN a—

Andrew W, Cameron, Director
Department of Housing
And Community Development

Atchs,

Cc:  Stan Gimont, HUD Financial Manager
Ramiro Cavazos, Director Economic Development
Milo Nitschke, Acting Director Finance

AllachmenT 1
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MAI 5 AGREEM

This Employment Practices, Area Development, And Maineoance Of Records Agreement (" Agreement”)
iz made and entered into effectve as of the 29 day of September 2000, by and berwesn the Greater Kelly
Development Awhority {“GEDA") and The Boeing Company. 2 Delaware corporation (“Tenant"), for the purposes
and considerations hersinafter se1 forh:

RECITALS:

A Prior w the execution and delivery of this Agreement. Tenant is acquiring a leasehold interest o those certsin
reets of lapd known as Buildings 361, 363. 365, 377, 379 and portons of 375, together with non-exclusive
impresyegress theretn across carlain strests and roads. Additionally, Tenant will have preferential use of the
3,630,675 square feet of aireraft ramp, runeup, and aireraft pads associated with the area, Tenant imtends to
rehabilitzie the stuctures (“improvements”) to improve the marketability of the Kelly Adrecaft Industrial
Complex, Collectively, the land and improvements will be referred 1o a5 the *“Property.”

B. Pror o the execution and delivery of this Agreement, the GKDA obwined a HUD Section 108 loan in the
amount of THIRTY-EIGHT MILLION SEVEN HUNDRED THOUSAND AND NOVIOO DOLLARS
({53E.700.000). A part of the proceeds of this loan are being made available o defray a portion of the costs of
rehabilitating and operating the Property.

. Tenant undesstands thar the Loan funds are funds that have been loaned 1o GEDA by the City of San Antonio
and the U.5. Department of Housing and Urban Development ("HUD™) under the HUT} Seetion 108 Loan
Guarantes Program far economic Development. One of the conditions under which the funds will be utilized
o pehabilitate the Properly is that Tenant wall comply with federal, state, and local laws and repulstions as
required by HUD and the City.

I The purposs of this Agreement is to set forth the terms and conditions of the agreement between the GEDA
and Tenant under which the rebabilitation and operation of the Property will be compliant with HUD and City
requirements for the term of the Loan, This agreement shall 2pply 1o any amendments w the jeaschold mnrerea
s it relates o the wse of Section 106 laon guarantee funds.

NOW, THEREFORE, in consideration of the premises and of the mutual undertakings of the parties, it iz
hereby agresd as follows:

1. General Covenant. Tepam agress that at all times during the term of the Loan, Tenant will comply with Taderal,
state, apd local laws and regulations as required for an economic developmem project under the HUD Section
108 Loun Guarzntes Program and 25 required by the City's lending policics. The federal laws and regulations
goveming the Program includes, but are not limited o the following: 12 TSC 1701w (Economic oppomunities for
torwe and very low-income persons); 24 CFR 570.500 (Subpart J = Grant Administration): and 24 CFR 570,700
iSubpart M - Loan Guuwraniees).

2. Emplovmen Practic ¥ nt, o =i ecords.

{n) The Loan is administered under a program providing federal financial assistance from HUD and is subject
1o the requirements of Section 3 of the Housing and Urban Development Act of 1968, as amended (12
USC 1701w}, Section 3 palicy requires that w the greatest sxtent feasible opportumties for raining and
emplovment be dirscied toward lower income residents of the Project area.

(b} Tenant will establish and maintain sufficient records 1@ egable an awditor to determine whether Tepam has
rmet the Federal, State and Local laws, rules. reguloucns, and ordinances. Tenant will permic GEDA, Crry

of San Antonio, and HUD. &l all reasonable times, o have acoess 1o, and the right 1o mnspect, audit and
examune, all records and other documents of the Tenant related to compliance with the reporing

‘;?mzjmi'nr 5
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ic) The wnant will somply with the provisions of said Ssction 3 (ses sbowe). Tenant hereby agrees 1o make
available at lenst fifty-one percent (31%) of the jobs it creates o low and moderale income persons and
will provide tmining fer any of those jobs requiring special skills or educaton. Tenant shull demonsmrate
making available by sccepting applications from ell persems regardless of experience and will implement
un on-going marketng program that recruits low and moderate income perfons requiring Taining.

[d} Tepant will furnish = description of actions taken to ensure that low and moderate-income persens receive
first consideration for those jobs as described in the marketing plan (Attachment A).

(=) Tenant will furnizh to the GKDA, for forwarding to the City, within fifteen {15} days after each six (5)
month pericd, ending September 30 and March 31, during the term of this Agresment, an Employss Tam
Report (Attachment B). The Human Resources Director of Tenant shall esrmify the report. The repor will
consist of two parts;

{13 Listing by job title of the permanent jobs Glled, and which jobs of these wers available to low and
moderate income persens, and a description of how first consideration was given o such persons for
those pobs. The description shall include what hiring process was used and which low and moderate.
inzome persons were hired.

{2) Listing to include, without limitation, data on the residency, income, skill fevel. maining, and
permansnt or lemporary employment states of Tenant's emplovess, as well as the employees of ail
business tenants occupying part or all of the Tenani's property, by gender and further identified as
members of 5 minoTity or nan-minority group. Such employment data is necessary o enable the Ciry
to comply with the reporting requirements of HUD in eonncetion with the use of Federal Funds,
specifically 108 joan guarantes funds.

3. Employment Commtments. The GEKDA and Tenant are commilied to creating at least 706 jobs during the
period of the mital funding authorization of $25.000.000 of the Loan, and an addihomal 400 jobs dusing
subseguent funding of the remaining balance of the Maximom Principal Balance, Ax least 51% of the total jobs
ereated will be made available to low and moderate income persons in complianse with 24 CFR 570.208(a}{4)
benefiting low and moderats income persons through jeb crestion andier retention, By creating the toeal
number of jobs as established, the Project will fulfill the aggregare public benefit standard of 24 CFR
5702096} 1).

&, Oiher Federal Requirement. Tenant will comply with all fed=ral lows, rules, and reguladons applicable o the
receipt and wse of funds available under the Housing and Community Development Act of 1974, as amended.

5. Compliaree Reguipement. Tenant vnderstands thar certain compliapce requirements are mandad by
applicable laws or regulatons contained in the City's Operational Guidelines and Federal Compliance Manual
fatached) and thet Tenant must ai all imes remain in ¢ompliance with such standards.

6. Hinding Effect This Agresment shall be binding upon the GEDA and Bocing, and their respective heies,
personal repressntatives, successors and assigns.

IN WITNESS WHERECF, the parties have duly executed this Agreement on the date fipst set forth above.

GREATER RELLY DEVELOFMENT AUTHORITY THE BOEING COMPANY
sv_leect if Q“"—V‘ By, S
Paul Roberson R Fersho/f
Executive Director -”{fr': M £ ﬁqu.?

/M“L— c{:pfn'r
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CITY OF SAN ANTONIO

ECONCMIC DEVELOPMENT DERARTMENT
OFFIGE OF THE DIRECTOR
PO, BOX 839566
SAN ANTONIO, TEXAS 78263-2966
TEL: 210/ 207-8040
FAX: 210v 207-B161

March 27, 2001

General Paul Roberson

Executive Director

Crreater Kelly Development Authority
143 Billy Mitchell Blvd. Suite &

San Antpete 226-1816

Dear General Roberson:

As you know, we are in receipt of a copy of a draft Office of Inspector General report,
This report outlines the results of a two-year long audit of the HUD 108 loan between the
City of San Antonio and the Greater Kelly Development Authority,

The draft report raises serious issues of our combined administration of the HUD 108
loan and its eligibility. In light of those results, it is my opinion that until a time that the
issues, as outlined in the draft repont, are addressed and resolved, we must suspend all
payments and reimbursements to the Greater Kelly Development Authority. As a result,
itis our intent to immediately address the issues and mitigate any impact that this action
will have on our operations at KELLYUSA.

Please feel free to contact me should you have any questions.

Sincerely,

/

; W}D—\
Eamiro A. Cavazos

Director
Economic Development Department

CC: Andrew Cameron, Director
Housing & Community Development

/ﬁjﬁ:)fmﬁfr é’

P
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ANTONIO

ECONOMIC DEVELOPMENT DEFARTEENT
OFFICE OF THE DIRECTOR
PO, BOX BI9966
March 29, 2001 SAN ANTONID, TEXAS 7A255-3055
TEL- 2104 207-8040

Mr. Paul Raberzon FA 2100 207-B151

Executive Director

Gireater Kelly Development Authority
143 Billy Mitchell Blvd. Suite 6

San Antonio, Texas 78226-1816

Dear Mr. Roberson:

First of all, thank-you for your continued commitment and the progress made in the
KELLYUSA redevelopment efforts. The Economic Dievelopment staff will continue to
work in partnership with GEKDA to strengthen the local economy.

As you know, we are under stringent time constraints (o prepare a response to the draft
report by the Office of the Inspector General. My staff will prepare the response.
Therefore, we will need vital information and full cooperation from GKDA and Boeing
to camplete the task. While some of the information may be readily available, some may
require greater efforts to gather. Please ensure that the City receives the information as
soon as possible. Our staff will work closely with you to provide any assistance and
direction related 1o the requested information.

Please provide the information for items 1 through 3 listed below by Aprl 4, 2001. For
information requested in item 6, please provide a date of completion of the document that
describes the plan for making jobs available to low- and moderate-income persons. In
addition, please provide the City a target date for implementation of the planned policy
and procedures included in the plan document. If there are any circumstances that
prevent you from providing the information requested in items 1 through 3, please
provide a written explanation as to why the information can not be provided. The
Following items are requested in accordance with the timeframes established above:

L. A final draft of the revised Procurement Policy Manual officially
submitted to the City for approval that complies with policies and
procedures established in the Federal Compliance Manual {attachcd
herein). The revised policy must include procedures used for the use of
“pre-gualified” vendors.

2, A Cumulative Jobs Report providing the opportunity to verify physical
addresses and household income as of the date of hire {unemployed stats)
to allow for verification that the persons on the report were low- to

moderate-income persons.
Allachmen ] 7

‘AN Ecual OPPOATUNITY EMPLOYER® P' '%2-—
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Mr. Paul Roberson
March 20, 2001

3. All current and expired training agreements between Boeing and other
training or educational institutions regarding job creation programs.
(Reference discussion at the March 27, 2001 meeting regarding the need
for Boeing to revise language in their agreement with Project Quest,
specifically paragraph 5bi which states “This understanding does not
guarantee employment of Project Quest participants and may be modified
or terminated by either party upon sixty days notice.” Language needs to
be included prior to this statement that adopts language that mirrers policy
included in HUD regulations as referred to in the OIG report.

4, A description of Boeing's cument hiring practices/processes to provide
jobs 1o or to make jobs available to low- and moderate-income persons. A
description of what processes will be implemented fo énsure that those
persons who are qualified and that complete the necessary training are
given first consideration for a job with Boeing. Please include a
description of the process and procedures used for keeping records that
can be audited to account for low- to moderate-income applicants, hires,
non-hires, training provided in an effort to demonstrate Boeing’s good
faith effort to meet the requirements set forth in the Boeing sub-lease with
GEDA.,

5, A complete listing of all available jobs at Boeing (indicating whether or
not the job requires specialized training and/or licenses).

i, A written implementation plan for making jobs available to low- and
moderate-income persons, identifying the target dates for implementation
of planned policy and procedures.

If you have any questions regarding the information requested in this correspondence,
please contact Virginia Cobarrubias at 207-8152 or me at 207-8093. Again, thank-you
for directing vour resources (o help the City respond to this critical report.

Smnﬂrﬂl}r,

Rmnm A, Cavazos XL

Director
Economic Development Department

Attachment

ec: Veronica Zertuche
Andrew Cameron

PllechmerT 7
pr 72
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Distribution

Secretary's Representative, 6AS
Comptroller, 6AF
Director, Accounting, 6AAF
Acting Generad Deputy Assstant Secretary for CPD, D
Deputy Assistant Secretary for Economic Development, DEE
Director, Office of CPD, 6JD
Deputy Secretary, SD (Room 10100)
Chief of Staff, S (Room 10000)
Office of Generd Counsdl, C (Room 10214)
Assstant Secretary for Housing/FHA, H (Room 9100)
Assgtant Secretary for Public & Indian Housing, P (Room 4100)
Office of Policy Development and Research (Room 8100)
Assigtant Secretary for FHEO, E (Room 5100)
Assigtant Secretary for Congressonal and Intergovernmental Relations, J (Room 10120)
Assgtant Secretary for Adminigtration, A (Room 10110)
Assgant Secretary for Public Affairs, W (Room 10222)
FTW ALO, AF (2
CPD ALO, DOT (Room 7220) (2)
Dept. ALO, FM (Room 2206) (2)
Acquigtions Librarian, Library, AS (Room 8141)
Director, Hsg. & Comm. Devdl. Issues, US GAO, 441 G St. NW, Room 2T23
Washington, DC 20548 Attn: Stan Czerwinski
Henry A. Waxman, Rarking Member, Committee on Govt Reform,
House of Rep., Washington, D.C. 20515
The Honorable Fred Thompson, Chairman, Committee on Govt Affairs,
U.S. Senate, Washington, D.C. 20510
The Honorable Joseph Lieberman, Ranking Member, Committee on Govt Affairs,
U.S. Senate, Washington, D.C. 20510
Cindy Fogleman, Subcomm. on Gen. Oversight & Invest., Room 212,
O'Neill House Ofc. Bldg., Washington, D.C. 20515
The Honorable Dan Burton, Chairman, Committee on Govt Reform,
House of Representatives, Washington, D.C. 20515
Deputy Staff Director, Counsdl, Subcommittee on Crimind Justice, Drug Policy & Human
Resources, B373 Rayburn House Ofc. Bldg., Washington, D.C. 20515
Steve Redburn, Chief, Housing Branch, Office of Management and Budget
725 17" Street, NW, Room 9226, New Exec. Ofc. Bldg., Washington, D.C. 20503
Andrew R. Cochran, Sr. Counsel, Committee on Financid Services,
House of Representatives, Washington, D.C. 20515
Inspector Generd, G
Mayor, City of San Antonio
City Manager, City of San Antonio
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Texas State Auditor
Bennett, San Antonio Current
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