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S P O N S O R  S T A T E M E N T  F O R  SB 153
"An act au thorizing  a lon g -term  lea se  o f  certain A laska  R ailroad C orporation la n d  at 
A n ch o ra g e; a n d  p ro v id in g  fo r  an e ffective  da te . ”

I n 2002, the Alaska Legislature passed HB298. It’s purpose was to allow the Alaska 
Railroad to increase its maximum lease term without termination rights from 35 to 
55 years. The purpose of the increase was to afford entrepreneurs an opportunity 

to obtain financing or grants that might require a lease length longer than the 
original limit. Overall, the issue was promoting economic development within the 
Railbelt and its communities.

One beneficiary of HB298 was a developer of low-cost senior housing, who was 
applying for HUD (Federal Department of Housing and Urban Development) section 
202 Senior Housing Grants.

Shortly after HB298 came into effect, however, HUD extended its lease requirement 
to 75 years. This meant developers seeking to receive HUD 202 grants were put out 
of the picture. The way the law now reads, the Alaska Railroad can approve leases in 
excess of 55 years; however the railroad must reserve the right to terminate the 
lease in the event the land is needed for railroad purposes.

If SB 153 com es into effect, the railroad will be allowed to offer the lease in question 
in excess of 55 years without the right to terminate.

A multifamily senior housing project has been planned for Government Hill (in 
Anchorage), and the developer received a 55-year lease from the Alaska Railroad 
Board. However with changes in the lease term requirement the project was no 
longer eligible for a HUD 202 grant.

SB 153 will allow the Alaska Railroad to extend the developer’s current 55-year lease  
without termination clause, in order to allow the senior housing developer to seek  
HUD 202 funding.
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T A L K I N G  P O I N T S  O N  S B  1 5 3

S  A la s k a  E n f r a n c h is e  F a c i l i t i e s  w o u ld  l i k e  to  b u i ld  a  
lo w e r - in c o m e  s e n io r  h o u s in g  c o m p le x  o n  A la s k a  
R a i l r o a d  la n d , n e a r  G o v e rn m e n t  H i l l  in  
A n c h o ra g e , u s in g  a  fe d e r a l  H U D  s e c t io n  2 0 2  g ra n t .

■ L a s t  y e a r ,  H B  2 9 8  w a s  p a s s e d . I t  e x te n d e d  th e  
le n g th  o f  le a s e s  o n  A K R R  la n d  f r o m  35  y e a r s  to  5 5  
y e a r s  -  w ith  n o  r ig h t  to  t e rm in a te  — in  o r d e r  to  
a l lo w  u s e  o f  H U D  2 0 2  g ra n t .

■ B u t f e d e r a l  r e g u la t io n  c h a n g e d , r e q u i r in g  a  75  
y e a r  le a s e  in  o r d e r  to  o b ta in  a  H U D  2 0 2  g ra n t .

B  T h e  r a i l r o a d  c a n  le a s e  la n d  f o r  lo n g e r  th a n  55  
y e a r s ,  b u t it  m u s t  r e t a in  th e  r ig h t  to  t e rm in a t e  th e  
le a s e .

■ T h e  p u rp o s e  o f  SB 153  is  to  p e rm it  th e  A K R R  to  
le a s e  la n d  -  w ith o u t r ig h t  to  t e rm in a te  -  f o r  75  
y e a r s  in  o r d e r  to  a l lo w  A E F  to  s e e k  a  H U D  202  
g ra n t .

■ I t  is  n o t s in g le  in te re s t  le g is la t io n  b e c a u s e  
s ta tu te s  r e q u i r e s  th e  le g is la t u r e  to  a p p ro v e  
in d iv id u a l le a s e s  lo n g e r  th a n  55  y e a r s .
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Alaska Enfranchise 
Facilities, Inc.

Providing safe, 
Clean and affordable 
Housing for Alaskan 

Seniors.



Alaska Enfranchised Facilities, Inc. respectfully requests your assistance in providing 
legislation allowing for the development o f senior housing, on land leased from the 
Alaska Railroad Corporation, using HUD’s 202 program.

HUD’s 202 program was initialed in the 1960’s as a low interest loan program, designed 
to provide rental housing for low income persons sixty-two years o f age and older. The 
program has evolved over the years and in the mid 1990’s the program became a grant 
program whereby 501 C-3 not-for-profit applicants would receive the grant funds and use 
the money to build and operate housing for low income people sixty-two years o f age and 
older.

Each year HUD uses a formula to determine how many housing units to assign to each of 
the fifty states in two categories. The categories are rural and urban. Once the allocation 
is made the opportunity to apply for the grant funds is advertised to all potential not-for- 
profit applicants with a NOFA (notification of funding availability). The NOFA is 
typically posted on the HUD website each April.

The last several years Alaska’s annual allocation has been twenty urban units and five 
rural units. The grant program allows for grant funded buildings to be built on leased 
land. Before the 2002 grant cycle the rules called for the duration o f the lease to be a 
minimum o f forty years. In the April 2002 NOFA the duration o f the lease, necessary to 
build on leased land, was increased to seventy-five years.

Alaska Enfranchised Facilities, Inc. has received seven grants in the past eight years. 
Four buildings are built and occupied in Anchorage. One building is under construction 
in Sutton, and later this summer another building will be built in Sutton and one in 
downtown Anchorage. These buildings total 115 housing units. Marc Marlow has acted 
as the contractor for most o f the buildings built with the grants AEF has received to date. 
Mr. Marlow also acts as a facilitator for AEF, Inc., coordinating requirements for 
application in a timely manner as well as assisting in coordinating efforts after AEF, Inc. 
has received a grant.

Please find attached a brochure o f the buildings AEF, Inc. has finished for Alaska’s 
elderly to date.

Alaska Enfranchised Facilities, Inc. desires to apply for the 2003 HUD 202 grant and 
hopes to build the building on Government Hill in Anchorage, on a piece o f land that the 
Alaska Railroad Coiporation owns. The Alaska Railroad Corporation in only allowed to 
lease land for a period not to exceed fifty-five years, unless a longer period is approved 
by the legislature. In so far as the 202 program requires a lease period o f at least seventy- 
five years, the legislature’s approval is hereby requested to allow the Alaska Railroad 
Coiporation to lease the portion o f Section 8, Township 13 North, Range 3 West, Seward 
Meridian that is owned by the Alaska Railroad Coiporation for a period in excess o f fifty- 
five years.



H I S T O R Y

Alaska Enfranchise Facilities, Inc., previously Alaska Evangelistic Fellowship, Inc., 
received its non-profit coqooration status in 1991.

The purpose o f the corporation as amended in March, 1999 states: “the purpose o f this 
corporation is to (1) research community needs and target feasible projects; (2) build facilities to 
support programs by seeking incentives for developers; (3) organize and train program-specific 
management and volunteers; (4) coordinate the utilization o f community-based services in the 
programs; (5) obtain support for quality-of-life improvements in completed facilities; (6) seek 
continuous evaluation o f facility and program effects; and (7) involve local and regional 
leadership in the entire process.”

Current activities include sponsoring and facilitating the development o f  owner 
coqDorations for seven (7) Section 202 Capital Advance, Supportive Housing for the Elderly, 
projects in Alaska.

C U R R E N T  P R O J E C T S

MuUloon M anor
Project #176-EE007 
20 units
2040 Muldoon Road 
Anchorage, Alaska 99504 
Funded 1995 
Grant amount $2,438,199 
100% Occupied

Commodore Park Plaza 
Project #176-EE010 
25 units
10415 Jamestown Drive 
Anchorage, Alaska 99507 
Funded 1996 
Grant amount $3,034,440 
100% Occupied

Russian Jack M anor 
Project #176-EE015 
20 units
1260 Delasala Place 
Anchorage, Alaska 9^508 
Funded 1999 
Grant amount $2,821,200 
100% Occupied

S utton M anor 
Project #176-EE025 
5 units
15816 North Glenn Highway 
Sutton, Alaska 99674 
Funded 2001 
Grant amount $891,100 
Under construction



Jewel Lake Plaza 
Project #176-EE014 
20 units
8300 Jewel Lake Road 
Anchorage, Alaska 99502 
Funded 1998 
Grant amount $2,351,000 
100% Occupied

Project #176-EE028 
5 units
15838 North Glenn Highway 
Sutton, Alaska 99674 
Funded 2002 
Grant amount $891,100 
Design phase

Sutton Annex

Sullivan M anor 
Project #176-EE027 
20 units
Anchorage, Alaska 
Funded 2002 
Grant amount $3,620,500 
Design phase

The Board o f Directors works with Manor Management o f Alaska, Inc. (MMA) on the 
development and operation of its current facilities as well as future projects. MMA was formed 
as a sister corporation to Manor Management Sendees, Inc. (MMS) specifically to provide 
housing and related services to seniors in Alaska. MMA was incorporated on July 29lh, 1992.

Board meetings are held on a quarterly basis with the management team. Board members 
are asked to review financial statements from each facility, comment on facility operations, and 
provide support for project funding, design phase to project completion.

Attached for your review are photographs from our current facilities. Should you have 
any questions please contact Patrick C. O ’Toole, President, MMA, at 1-800-201-4922.
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HUD S ec tio n  2 02  P ro g ram  Now A llow s P a rtic ip a tio n  by For-Profi
O w n ers, D ev e lo p e rs

Private secto r partic ipation in the HUD Section 202 e lde rly  housing progra 
is now possib le due to leg is la tive  changes enacted in 2000. The changes v 
perm it the use o f the low -incom e housing tax cred it fo r such pro jects for t 
first-tim e, accord ing to W ashington, DC a tto rneys Monica Sussm an and Ri 
Goldstein.

The two, partners in the law firm  of N ixon Peabody LLP, spoke on a panel 
August 18 at the National Housing & Rehab ilita tion  A ssoc ia tion 's  2001 
Sum m er Institu te  in Half Moon Bay, CA. (See re lated a rtic le  on p. 1 on 
opportun ities for owners o f o lder HUD-assisted properties.)

Under the Section  202 program , HUD provides g ran ts to nonprofit sponso 
to finance the construction  or rehab ilita tion  o f supportive  housing projects 
for the  e lderly. It a lso provides rent subs id ies for such deve lopm ents. 
Sussm an sa id  an opportun ity  "just getting underw ay" is deve lopm ent and 
ownersh ip o f Section 202 pro jects by fo r-p ro fit deve lopers/ow ners in jo in t 
ventures w ith nonprofits.

This stem s from  am endm ents made to the program  m ade by a law (P.L. 
106-569) signed last Decem ber. It perm its Section 202 and Section  811 
(housing fo r persons w ith d isab ilit ies) pro jects to be owned by lim ited 
partnersh ips that include a fo r-p ro fit lim ited d iv idend entity , provided a 
nonprofit sponsor is the so le  general partner. A recent HUD notice (H 200 
11), outlin ing po lic ies fo r Section 202/811 pro jects rece iv ing FY 2001 HUH 
funds, says the purpose o f fo r-profit partic ipation  m ust be to deve lop a 
"m ixed-finance or m ixed-use  pro ject fo r add itiona l un its (i.e., un its in 
add ition to the Section 202 or Section 811 un its)."

Sussm an sa id HUD is try ing to decide w hether it m ust issue regu la tions tc 
im p lem ent the 202 program  changes. But she contended that HUD now hi 
au thority  to close transactions on an "ad hoc" basis w ithou t ru les, noting 
precedent in HUD program s. Sussm an, though, ind icated that she isn 't aw 
of any transactions that have closed yet.

She sa id  the changes w ill a lso perm it g rea te r leverag ing o f 202 program  
funds, by a llow ing a llocations o f 202 funds - which now typ ica lly  fund sms 
pro jects - to be com bined w ith o ther funds to produce la rger housing

http://www, housingonline.com/news/archives/liud-flia/hudl .him 3/24/2003
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pro jects conta in ing both 202 and non-202 units. Sussm an likened this to 
m any HUD HOPE VI pro jects, w here the HOPE VI g rant is com b ined  with 
other pub lic and private funds to finance deve lopm ents w ith a m ix of un it' 
for public housing, tax cred it-e lig ib le , and m arke t-ra te  tenants.

Go ldste in  said fo r-p ro fit partic ipa tion  in 202 pro jects w ill enab le  the use oi 
housing tax cred its fo r such pro jects, and the ra ising o f equ ity  fo r them  
through the synd ica tion  of the credits.
Sussm an and Go ldste in  d iscussed severa l issues regarding the use of crec 
in 202 pro jects.

One is w hether HUD w ill continue to provide 202 funds to nonpro fit spons' 
as grants. Second is w hether HUD will perm it such nonpro fits  to convert t 
g rant they receive to a loan to the pro ject partnersh ip.

Tax cred it program  ru les requ ire a federal grant to be excluded from  the 
e lig ib le  basis o f a cred it project, which reduces the tax  cred it am ount. I f tl 
g ran t is provided as a loan to a project, and the in terest rate on it is at le< 
at the App licab le  Federal Rate (AFR), the pro ject w on 't be considered  to b 
"federa lly  subsid ized ," and new construction  or substantia l rehab ilita tion  
expenses won't be lim ited to the so-ca lled  4 percent ra ther the 9 percent 
credit.

Go ldste in  said a sta tem ent by the congressiona l banking com m ittee  that 
w rote the 202 program  changes sa id the program  shou ldn 't be considered 
a federa l grant program . However, he continued, the congress iona l bankir 
com m ittees don 't have ju risd ic tion  over federa l tax law  - the tax comm itte 
do.

A related issue is w hether Section  202 funds, if provided as a loan to the 
project w ith an in terest rate below the AFR, w ill be treated as providing 
"federa lly  subsid ized" financing. If so, the pro ject would be lim ited to the ■ 
percent tax credit. The IRS has sa id certain federal funds w on 't be treated 
federal subsid ies, includ ing Section  8 rent subsid ies, HOME funds, and a f< 
o ther resources.

NH&RA Executive D irector Peter Be ll said the 202 program  changes m ight 
a lso enable fo r-pro fit deve lopers to work with nonprofit sponsors to make 
existing 202 properties more attractive  to  prospective tenants, by helping 
reconfigure the unit m ix to conve rt studio units to la rger apartm ents. He 
said 202 pro jects often were built w ith m any stud io units, but consum ers 
prefer two- and three-bedroom  units instead.
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G o v e r n m e n t  H il l  C o m m u n it y  C o u n c il
Susanne D iPictro and Thomas Pease, Co-Presidcnts/Dan Lowery, V ice  President/Diane M ille r  and Bob 

French, Co-Secretary-Treasurers/Belinda Breaux and Caroline Higgins, At-Large Board Members/

March 21,2003

Senator Johnny Ellis 
Representative Lcs Gara 
Representative Nancy Dahlstrom 
Senator Fred Dyson
State Capitol Re: HB 97 and SB 153
Juneau, AK 99801

Dear Senator Ellis, Representative Gara, Representative Dahlstrom, and Senator Dyson:

At its regular monthly meetings on February 20 and March 20, 2003, the Government 

Hill Community Council discussed House Bill 97 concerning the extension of the lease 

terms from 55 to 70 years for an Alaska Railroad property located on Hollywood Drive 

on Government Hill. The Community voted at its March 20th meeting unanimously to 

oppose this bill. The Community believes that HB 97 (and its companion, SB 153), 

focusing on a single piece of real property, is narrow, special interest legislation, is 

unsound public policy and is not in the best interest of our neighborhood, the Alaska 

Railroad Corporation or the State of Alaska.

Please feel free to call me or Co-President Susanne DiPictro if you have any questions or 

would like more information about our concerns about this legislation. I can be reached at 

277-4351 and Susanne can be reached at 264-0785, or by email at dipictro@alaska.net.

Stuart C. Hall, Past President 
, P .O .Box  100018 Anchorage, AK . 99510-0018

Sincerely,

Thomas C. Pease 
GHCC Co-President

Cc: Sen. John Cowdery Rep. Bud Fate Rep. Ethan Berkowitz
Sen. Lyda Green Rep. Mike Chenault Rep. John Harris
Sen. Gary Wilken Rep. Ralph Samuels Rep. Bill Williams
Rep. James Holm
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