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So why is the construction of affordable housing important to Anchorage? In the last 
couple of years we have seen numerous fires in old apartment houses with the loss of 
life and personal property. Additionally we read about crime and juvenile problems 
often concentrated in neighborhoods with older substandard properties. In Mt. View for 
instance it is not uncommon to find 12 plexes located on 6000 square foot lots with 
inadequate parking, no common area space for children to play, and poor maintenance. 
These conditions can not lead to a healthy life style for the children or residents of 
these neighborhoods. The majority of our apartment stock was built over 25 years ago, 
do not meet modem building or fire codes, and were designed to house construction 
workers.

It is evident to national lenders that our multi-family housing stock is substandard. 
Freddie Mac and Fannie Mae are the two largest multi-family lenders in the country and 
they do not lend money on multi-family housing in Alaska. Only sporadically does HUD 
insure a multi-family mortgage and they moved their loan origination office to Seattle. 
Pension funds and thrifts are not lending in Anchorage. Alaska Housing Finance and 
the few local banks are the only financial institutions willing to take the risk, but it is the 
overall quality of the rental housing stock that Keeps lenders away.

The residents are changing with more families, fewer singles, and a deterioration in real
^  wages. Frankly, many of the older properties are obsolete and will not survive the test
*  of time. What is evident to the financial community and creative housing developers 

that work with low income individuals is that today we have the means to improve the 
housing stock in Anchorage to modern standards by the use of LIHTC’s. Government 
programs change so if we want to take advantage of this opportunity we should do it 
now. Alaska is the only state that is not using all o f it's allowed tax credits and that is 
due solely to the Municipal Tax Assessor.

No investor is going to put his funds at risk while *he current situation exists. California 
for instance is the major user of tax credits, and it charges no taxes on affordable 
housing owned by non profits and charges taxes based on the restricted rents on 
properties owned by others. Hawaii and Montana generally do not charge taxes to non 
profits owning affordable housing properties, and the Washington State Legislature just 
past a law restricting taxation on affordable housing properties owned by non profits. It 
seems various tax assessors iri Washington were playing the same game, and the 
Washington legislature voted 97-3 for the property tax exemption. The Oregon 
Supreme Court decided that tax assessors must consider restricted rents when valuing 
properties.

A reasonable taxation policy by the Municipality will bring about the creation of better 
housing conditions for the lower income citizens of our community and they are growing

m  as a class. While we talk of the expanding tourist industry, new hotels, possible
*  convention center, and new retail sector we should consider the wages to be paid in 

these industries. And how is modern affordable housing going to fit into the
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Municipality’s new land use plan? The creation of new, safer housing will also create 
construction jobs and help local business. We have the ability to improve our 
affordable housing stock and the well being of our citizens, and we should bring the tax 
assessor along with us.

We have talked to a number of assembly members on the issue and they have been 
very supportive, but are not sure an ordinance would not be vetoed by the Mayor. The 
Mayor has not been supportive. This is not just an NBA issue. You can talk to Mike 
Bums at Key Bank, Da/id Lawer at First National Bank, and the various non profits who 
developed the properties. Feel free to contact me any time at 265-2991.

Sincerely yours,

Senior Vice President
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First National Bank
of Anchorage

January 26,2000

Representative Andrew Halcro 
House o f Representatives 
State Capital, room 418 
Juneau, AK 99801-1182

Dear Representative Halcro:

On behalf ofThe First National Dank of Anchorage, I wish to thank you for your 
sponsorship of HB272. The Municipality of Anchorage’s insistence upon assessing rent 
restricted housing projects as if  such restrictions did not exist, and the uncertainty about 
whether the same treatment o f them might occur elsewhere in the State o f Alaska, will 
prevent further development of such projects.

We have participated in two such projects that are presently in jeopardy by reason o f the 
intransigence of the Municipality o f Anchorage, and we will not participate in any other 
such project unless we can be certain that it will not suffer the same fate.

By all accounts the Low Income Housing Tax Credit program is the most successful 
housing program in the nation for low to moderate - income families. And until the 
Municpality o f Anchorage brought an end to further such development in Anchorage, it 
was the most successful program for that purpose in the State uf Alaska. Now, Alaska is 
the only state that does not fully utilize its federal lax credit allocation.

Particularly in the western portion of the US, state legislatures are choosing to completely 
exempt such projects from ad valorem taxation. Your bill, which we enthusiastically 
support, would require only that the assessment o f each such project for ad valorem tax 
purposes be based upon the economic value o f the project, not its cost or it imagined 
value free of rent restrictions.

We commend your leadership in this matter, and if  I can personally be o f assistance by 
providing additional information that may be necessary or desirable to bring about 
passage o f this legislation, please let me know.

 ̂ r »

David A. F.awer\
Senior Vice President & General Counsel
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January 27, 2000

Representative Andrew Halcro 
Alaska State Legislature 
State Capitol, Suite 418 
Juneau, Alaska 99801-1182

Dear Representative Halcro,

Thank you for introducing House Bill 272. This is very important legislation and I 
applaud your efforts. I would like to offer one recommendation to your bill. As you 
know, we have been working locally with Assemblyman Alan Tesche and M dissa Taylor 
to introduce an ordinance addressing the same issue. I have attached a copy.

I would recommend that you include “other financing that requires legally binding rental 
restrictions through long-term deed restrictions”.

Not all o f  the properties involved in the tax appeal are low income tax credit properties, 
but do have legally binding rental restrictions through long-term deed restrictions, such as 
AHFC Tax Exempt Program and HOM E Program.

If you would like more information or i f  I can be o f any assistance in your efforts 
regarding this bill, please do not hesitate to contact myself or Jeff Judd, Executive 
Director o f  Alaska Mutual Housing Association at 243-1558.

Sincerely,

Mary Jar^ M2r\iael I
Executive Director

Anchorage 
Neighborhood 
Housing 

Services, Inc.

3790 Woodland Drive 
Suite 500

Anchorage. AK 99517 

(907) 243-1550 
FAX (907) 243-3214

NetghborWoriu
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Representative Andrew Halcro 
Alaska State Legislature

January 27, 2000

A nchorage 
N eighborhood 
H ousing 
Services, Inc.
3700 Woodland Drive 

Suite 500

Anchorage, AK 99517 

(907) 243-1558 
FAX (907) 243-3214

State Capitol, Suite 418 
Juneau, Alaska 99801-1182

Dear Representative Halcro,

I am writing to express my support o f House Bill 272, legislation that would require local 
governments to assess housing which qualifies for a low-income housing credit under 26 
USC 42 on the actual income derived from the property and not the value that would 
result from a “market”, or unrestricted property.

For the past two years, a number o f  non-profit agencies providing low-income affordable 
housing for individuals and families, many o f  whom are elderly, disabled, or previously 
homeless have been subjected to eradically inflated property taxes by the Municipality o f  
Anchorage Tax Assessor. In some cases, as much as a 180% increase in one year. These 
organizations have repeatedly filed appeals and spent thousands o f dollars on attorney 
fees.

Clearly the mission o f  these organizations is to increase the quality o f  living in our 
communities for those less fortunate. They have contributed to solving the problem o f  
homelessness in our community; revitalized neighborhoods through the renovation o f  
previously deteriorated properties; and destigmatized “low income” properties by 
creating quality, affordable housing throughout a diversity o f  neighborhoods.

Nationally, 60% o f  all multi-family affordable housing in the United States is created 
through Federal Low Income Housing Tax Credits. Without consideration given to the 
actual income derived from these properties when assessing them, no future development 
will occur. Further, these properties left to meet the higher property taxes, will overtime 
deteriorate or face foreclosure.

Thank you Representative Halcro, for introducing House Bill 272. Your efforts will help 
guide the Municipality towards not only a more permanent solution, but one that will 
contribute to the overall health and development o f  our citizens and our community.

Sincerely,

Executive Director
»

NetflhborWoHu
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January 27,2000

Representative Andrew Halcro 
Alaska State Legislature 
State Capitol, Suite 418 
Juneau, Alaska 99801-1182

Dear Representative Halcro,

Thank you very much for your sponsorship of House Bill No.272 regarding the tax assessment of 
quality, affordable housing properties funded in part with federal tax credits through the Low 
Income Housing Tax Credit (LIHTC) Program. This program and other affordable housing 
programs available through the Alaska Housing Finance Corporation, provide critical funding 
that is necessary for the development and rehabilitation of multi-family properties that serve low- 
incomc families.

In return for these federal sources of funding, the owner must agree to legally binding long term 
deed restrictions (15 -3 0  years) restricting the use of the property to lower income families at 
restricted rent levels. Generally, these restricted rent levels are below the “market” rents in the 
area. This “affordable" rent enables the lower income family to have the same basic 
opportunities of life, food and clothing for instance, that higher income families perhaps take for 
granted. In doing so, we create a healthier community for all Alaskans.

Due to the restricted revenue generated by these affordable housing properties, the market value 
of the restricted property is less than it would be if the project were at “market rate” or 
unrestricted property. And that is the very crux of why HB 272 is needed. HB 272 would specify 
more clearly that local governments must consider the deed restrictions that apply to such 
properties when determining the “full and true” value.

Failure to pass HB 272 jeopardizes future investment in affordable housing in our communities; 
may likely cause at least some existing owners to default on obligations secured by existing 
affordable housing properties; and will lead to the deterioration of our neighborhoods. It is due to 
these concerns that I strongly support your effort to pass HB 272.

Thank you again for your efforts in this regard.

3700 Woodland Dr., Suite 400 • Anchorage, AK 99517 • (907) 248-1321 Fax (907) 243-3214
Affordable Housing For Alaskan Families

A M H A
A n c h o r a g e  M u t u a l  

H o u s i n g  A s s o c i a t i o n
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Alaska Bankers Association
P.O. Box 100600 Anchorage. Al»ska 995100600

January 26, 2000

Representative Andrew Halcro 
House of Representatives 
State Capital, room 418 
Juneau. AK 99801-1182

Dear Representative Halcro:

On behalf of the Alaska Bankers Association, I wish to thank you for your sponsorship 
of HB272. As you are well aware, the Municipality of Anchorage's insistence, despite 
repeated reversals by the Board of Equalization, upon assessing the rent restricted 
housing projects as if these restrictions did not exist, will bring about the demise of 
these projects.

The financial structure of these projects varies somewhat from situation to situation. In 
general terms, Alaskan banks (NBA, First National, Key) became the limited partner in 
partnership with a non-profit (locally, Anchorage Neighborhood Housing). The banks, 
in return for federal tax credits, invest the equity capital, AHFC provides the mortgage, 
and ANHS the management of the project. The financial partner's only return on 
investment is from the tax credits. In fact, in a time certain, set forth in the partnership 
agreement, the bank gives its interest in the project to ANHS.

It is indeed a tragedy that, by almost any measure, the most successful housing 
program for low to moderate- income families will flourish everywhere across the nation 
except Alaska. Alaska was the only state that did not fully utilize its federal tax credit 
allocation. This can be blamed on nothing but the actions o f the Municipality. Many 
states completely exempt projects such as these from taxation altogether. Your bill, 
with which we highly concur, requires that the assessment be based upon the 
economic value of the project, not its construction cost or imagined value. This 
approach is very similar to the existing Stale statute that requires assessors take into 
consideration any diminishment of value based upon a conservation easement.
(AS 29.45.062)

Again, our thanks to you for your leadership on this issue, and if there is any additional 
information that either the Alaska Bankers Association or its members can provide you, 
please give me a call at (907) 777-3028.

Sincerely,

David A. Lawer 
President

(907) 265-2920
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Michael J. Burns
District President

KeyBank
)>(). Boa 100420 
Anchon^e, AK 99510

Tel: V07-564-0250 
Pax: 907-503-1764

VIA FACSIMILE: 907-465-2418

January 23, 2000

Representative Andrew Halcro 
House of Representatives 
State Capitol, Room 418 
Juneau, Alaska 9801-1182

Re: HB272

Dear Representative Halcro:

Your commitment to understanding the unique partnership o f  the Federal government, the non­
prolit developers, Alaska Housing Finance Corporation, and the financial institutions o f  the stale 
that are (jointly) developing low and moderate-income housing, is to be saluted. This is not a 
simple structure and the time that you have spent in discem-ing how the program works is most 
appreciated.

I have been in the banking business for 27 years and have seen many housing programs come and 
go, and collapse o f their own weight. This tux credit-based private devclop-mcnt is, by far, the 
most successful. It is a tragedy that last year Alaska was the only state to not fully utilize its 
Federal allocation. These programs cannot work when taxed under the unique theory o l llie 
Municipality o f  Anchorage.

Your legislation will allow all o f us to change the quality o f  the housing stock in Alaska. Thank 
you for your support and the time you have taken lo understand this complex issue.
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H O U S I N G  F I R S T
Affordable Housing for Individuals and Families
e-mall bttn9t@alaMka.com (907)364-3573 FAX: (907)364-2674

1801 Douglas Highway, No. 16, Douglas, AK 99824

Rep. Andrew Halcro 
Via fax: 465-2418

Jan. 27,2000

Dear Rep. Halcro,

Thank you for sponsoring House Bill 272. We are very appreciative o f  any effort to 
resolve the on-going property tax problem w e’ve encountered with our apartments for 
low-income tenants.

Housing First, In c., is one o f  the non-profit housing organizations that has used tax 
credits to build affordable rental apartments in Alaska. Using this source o f funding, 
along with funds from a number o f other sources, including conventional loans, 
we have built two buildings, with 21 units total, in Juneau and Douglas.

Each year since construction o f each property, we have appealed our property taxes to the 
City and Borough o f Juneau. Each year, we are glad to say, we have received some relief 
from these taxes. Some years, the appeal has gone to the Board o f  Equalization; in other 
years, our appeal has been settled administratively. We have tried to persuade our city 
assessor to take an income-based approach to assessing the buildings, but have been 
unsuccessful. Generally, we reach a tax agreement that is between our request, based on 
an income-based approach, and the full market-based assessment we receive from the 
city.

It is clear to us that without a legislative solution to this problem, we will have to commit 
resources, time and energy to each year’s appeal, and each year accept something less 
than what we believe is a fair assessment.

For us, property tax relief has made the difference between owning buildings that are 
operating in the black or in the red. As a non-profit organization that has one part-time 
staff person and an active board o f volunteers, it is vitally important that our buildings arc 
able to pay for themselves. We have no other source o f operating funds, since 100 
percent o f our units have rent ceilings attached.

These rent ceilings are in place for 30 years firm construction o f the building; our oldest 
building has 24 years remaining on these ceilings. As a non-profit organization, even 
after the 30 years are up, we are obligated (and feel it our duty) to continue operating 
these buildings for low-income tenants for the remaining life o f the structures.

mailto:bttn9t@alaMka.com


These rent ceilings are attached via deed restrictions, therefore, any owner o f  the building 
would face the same financial crunch we have faced. These lengthy restrictions are 
another excellent reason to grant property tax relief. The value o f our buildings is 
affected by these ceilings.

We have taken the risk and responsibility o f  building these apartments for the public 
good. In return, we would like a fair assessment o f the value o f our properties.

Again, we thank you for sponsoring this important legislation.

Sincerely,

Robin Gilcrist
President, Hpusing First, Inc.
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£  Post Office Box 202222 - Anchorage, Alaska 99520-2222

»

January 3 1 ,200O

Representative Andrew Halcro 
Alaska State Capitol 
Juneau, AK 99801

Dear Representative Halcro:

Subject: HB 272 - Low Income Housing Tax Assessments

On behalf o f  Anchorage Housing Initiatives, Inc. 1 pledge our wholehearted support to the 
passage o f  HB 272. This legislation is critical to the continuation o f the development o f  safe, 
decent, and affordable housug in Anchorage and throughout Alaska. Anchorage Housing 
Initiative is a desi ̂ i c d  Community Housing Development Organization in Anchorage that 
provides community integrated housing to persons who experience disabilities.

One major means o f  providing such housing is through the development o f  new, accessible 
multifamily housing through the Low Income Housing Tax Credit (LIHTC) program. This 
program has been the source for the development o f  66 units o f  muhifamily housing by 
Anchorage Housing Initiatives that are accessible, affordable and would not have been possible 
had it not been for the LIHTC program. These units are currently at imminent risk o f  default due 
to the excessively high and unwarranted property tax assessments imposed by the Municipality o f  
Anchorage. The property tax assessment policy o f  the Municipality o f  Anchorage will not only 
result in the loss o f  current affordable housing units such as Hillpoint Park and Access, it has 
resulted in the suspension o f development in Anchorage o f  any new LIHTC projects.

While our units are located in Anchorage, this is a statewide issue in that LIHTC are available 
statewide and a consistent, fair and equable tax assessment policy is required to promote 
development in areas most at need o f affordable housing. The passage o f  HB 272 will be 
landmark legislation for Alaska in recognizing the need for safe, decent and affordable housing for 
all communities. You have our complete support for this legislatioa

President, Board o f  Directors
COMMUNITY INTEGRATED HOUSING FOR PERSONS WHO EXPEDIENCE DISABILITIES

TOTAL P .02
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a division of Anchorage Comrnuniiy Menul Health Services, Inc.
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j January 31,2000
I

Representative Andrew Halcro 
• Alaska State Capitol 

Juneau, AK 99801

Dear Representative Halcro:
iI

Subject: HB 272 - Low Income Housing Tax Assessment s

On behalf o f  Anchorage Community Mental health Services, Inc. I lend our wholehearted support 
to the passage o f  HB 272. This legislation is critical to the continuation o f the development o f  
safe, decent, and affordable housing in Anchorage and throughout Alaska. The individuals and 
families we serve are primarily low and moderate income and may are people who experience 
disabilities. Safe, decent and affordable housing is critical to their stability in the community and 
their quality o f  life. The development o f  new, accessible multifamily housing through the Low 

j Income Housing Tax Credit (LIHTC) program is a major means o f  providing such housing.

This program has been the source for the development o f 1,235 units o f multi family housing in 
Anchorage through rehabilitation o f  existing housing and new that would net have been possible 
had it not been for the LIHTC program. These units are currently at imminent risk o f  default due 
to the excessively high and unwarranted property tax assessments imposed by the Municipality o f  
Anchorage. The property tax assessment policy o f the Municipality o f Anchorage will not only 
result in the loss o f  current affordable housing units, it has resulted in the suspension o f  
development in Anchorage o f any new LIHTC projects.

i

| The need for safe, decent and affordable housing in Anchorage and throughout Alaska is critical
| and h can only be developed if  there is a consistent and equable means o f  assessing these
! properties. The passage o f  HB 272 will accomplish this and clear the way for additional
; development that can only have positive effects for those who will benefit from safe and

affordable housing for themselves and their families. You have our complete support for this
legislation.

i Sincerely,

Ken Taylor 
Executive Director

i.tiuLm.i.t! 
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A l a s k a  P a c if ic  B a n k

January 31,2000

Tbe Honorable Representative Andrew Halcro 
Alaska House o f  Representative;*
State Capitol, Room 418
Juneau AK 99801 1182 Via Facsimile to (907) 465-2418

RE: H B272

»

Dear Representative Halcro:

I am writing to express my thanks for your sponsorship o f  HB272 and to lend my 
endorsement to this important legislation, which will allow financial institutions to 
continue supporting new low income housing projects in partnership with non-profit 
housing groups.

Since federal tax credits are the only incentive financial institutions currently receive for 
their participation in this type o f  partnership, it is imperative that municipalities base tax 
assessments "olely on the income derived fiom  the property, without consideration o f the 
va lue  o f  any subsidy. The illogical tax treatment o f  these subsidies by the Municipality 
o f  Anchorage is a major factor in distinguishing Alaska as the only stale that has Dot fully 
utilized its federal income tax credit allocation. It is a shame that, in a vast state with a 
desperate need for more low- and t  derate-income housing for its residents, a 
municipality would act to discourage investment by willing partners.

Your efforts to support affordable housing for Alaskans are appreciated by the banking 
industry, to which I add my personal thanks.

Sincerely,

LISA C. BELL
SVP & Chief Operating Officer 
Alaska Pacific Bank

Member
FDIC

S e tv ih f  S ou th ea st /ita e ka  S in c e  1935
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CORDES DEVELOPMENT, INC.
P. O. Box 1197 

16421 25th Street 
Sunset Beach, California 90742 

(562)592-1518 Fax: (562)592-2049  
teamcordes@earthlink.net 

January 31, 2000

Representative Andrew Halcro 
State Capitol Building -  M/S 3100 
Juneau, Alaska 99801-1182

Re: House Bill 272

Dear Representative Halcro:

We have participated in the development o f  affordable housing in rural Alaska using low income 
housing tax credits for several years. Affordable housing is a much-needed commodity 
throughout Alaska, particularly the mral areas where much o f  the existing housing is substandard, 
without indoor plumbing and/or overcrowded. Affordable housing not only benefits 1he families 
that are fortunate enough to live there, but also provides a secondary economic benefit to the local 
economy where the housing is located in that the tenants will have more disposable income to 
spend on goods and services other than housing.

However, the cost o f  construction and the cost o f  living is so high in Alaska that it is cost 
prohibitive to construct housing that is decent, safe and affordable without subsidies from public 
and private institutions -  including reductions or waivers o f  property taxes. There are two solid 
grounds that warrant property tax allowances for affordable housing properties. One is economic: 
the real value o f  such a property is, truly, less than that o f  a “market rate” (unrestricted income) 
property. The other is social: a restricted income (affordable) housing project cannot be 
financially feasible without subsidies or concessions at several levels, and lowered property taxes 
is the most reasonable and beneficial means for a subsidy or concession to be given at the local 
community level -  which is the level that is benefiting the most from the housing.

The definition o f  “affordable housing” is housing in which the rents are restricted to amounts that 
are affordable to those citizens whose income is below the median income level in the area in 
which they live (called Area Median Income, or “AMI”). In order to be eligible to participate in 
the low income housing tax credit program, (1) the housing units must only be rented to families 
with incomes that are at or below 60% (or, in most cases, lower than 60%) o f  the median income 
fcr the area in which they live, and (2) the rents must be restricted to 30% o f  the income o f  the 
targeted income level.

What this means is that there is a very precise, defined, and enforced (by the government agencies 
that provide the funding) limit on the amount o f  income that can be g ...erated by an affordable 
housing property. However, the general costs o f  operating and maintaining an affordable housing

mailto:teamcordes@earthlink.net


Representative Andrew Halcro 
January 31, 2000 
Page 2

project are identical to those o f  unrestricted, “market” rate housing. Without any subsidies or 
government concessions, these projects are not financially feasible. With subsidies and/or 
government concessions -  that have the effect o f  lowering the debt service and the property taxes 
-  such restricted income properties are financially feasible (but only minimally, by design) but 
they are not profitable. The value o f  such a property is, therefore, obviously substantially less 
than its unrestricted-income neighbor. If offered for sale, the restricted income property would 
never sell for the same price as the unrestricted-income property, all other things being equal.
This reality is reflected in appraisals o f  restricted income properties -  which always have a much 
lower value when using an “income approach” as compared to a “market approach.”

As noted above, affordable housing projects are not possible without government assistance or 
concessions. Income-based property tax assessments for affordable housing properties provide 
the most logical means for the local level community and government -  which are the ones most 
benefiting from the presence o f  affordable housing in their community -  to participate and do its 
share to assure the financial feasibility o f  the project. In order for a restricted income, affordable 
housing project to be financially feasible it must have means to reduce its costs o f  operation. The 
two means that are available are (1) reduced debt service (as compared to market rate housing), 
and (2) some sort o f reduction o f  property taxes.

There seems to have been some confusion in the discussions o f  this proposed House Bill 
concerning what “low income housing tax credits” are and how they enable a housing project to 
be affordable. The Low Income Housing Tax Credit program is a federal program and it only 
applies to federal taxes -  not state taxes. Tax credits enable a project to reduce its debt service to 
an amount -  hopefully -  that the project can afford. If a project is awarded tax credits, the tax 
credits allow it to be able to generate large sums o f  equity from investors (generally large 
corporations) that are used to build the project (the equity investment generally finances anywhere 
from 30% to 50% o f die total development cost), and the project then has less that it has to borrow 
as a permanent loan and pay debt service on. However, there is a pre-determined limit on how  
much tax credit a project can be awarded, and therefore a limit on how much o f  the cost o f  the 
project can be financed in this manner.

The tax credit program has been an excellent tool to facilitate private investment funds in 
affordable housing, thereby reducing the reliance on government -  but that program, and those 
equity funds, alone are not sufficient to make such properties financially feasible. In exchange for 
the equity money that the investors put into the project to build it (or, in die case o f  older, existing 
properties, to rehabilitate it), the investors get to take a pre-determined amount o f  tax credit on an 
annual basis against the investors’ ordinary income for a period o f  ten years. It is very important 
to note that the motivation for the investors to contribute the equity into the project is not for any 
“project income” they might receive; in most cases there is no income that ever flows to die 
investors, or i f  there is any, it is quite small. They make the investment so that they can take a 
credit against their federal (not state) taxes due on their primaiy income. For Alaska based 
taxpayers who purchase diese credits, this means more money stays in Alaska, and more tax
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revenues go to Alaska. For out o f  state investors, they are contributing large upfront sums to 
receive tax credits over ten years and their investment funds effectively reduce the project’s debt 
service and its interest, which in turn is passed on to tenants as lower rent. Lower rents mean 
larger amounts o f  disposable income to spend locally, since those families who are at or below 
60% o f  the Area Median Income rarely spend outside o f  Alaska. This increase in local 
expenditures not only generates more local taxes, but also circulates money locally rather than 
paying banks higher mortgage payments. Thus tax credits do, indeed, generate money locally and 
these affordable housing complexes deserve to be taxed no higher than what their restricted rents 
generate in income and definitely not as i f  they were market units.

Moreover, it is die investor, not the developer that receives the tax credits. These tax credits are 
against federal income tax (i.e.,

The budget for any affordable housing project is a delicate one. There are limits to the subsidies 
and the equity it can generate to reduce its de'.t service. It has a very real limitation on the amount 
o f  income it can receive while it is operating under the income restrictions o f  the funding 
programs (most o f  the programs require that the income restrictions remain in place for at least 30 
years -  some are as long as 50 years). It is hyper-sensitive to ever-increasing costs. It is 
dependent upon the goodwill o f  others to be financially feasible.

A property tax assessment based upon an “income approach” valuation is die correct approach 
economically for a restricted income property. It is also the socially correct approach for a 
property whose purpose is to promote the welfare o f  the less advantaged citizens o f  Alaska.

Sincerely,

J  • Q n J b \

David J. Cordes
President
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Representative Andrew Halcro January 31, 2000
716 W. 4tn Avenue
Anchorage AK 99501 VIA FAX 907-465-2418

Dear Representative Halcro,

Thank you for focusing attention on the issue o f taxation for affordable 
housing.

Since 1995 J have been involved in Anchorage as a participant in providing 
.'cmtecturc affordable housing. These properties serve a significant need in our 
iveiopaenc community.
‘i t e r i o r  a e s s i ^ n

id ling  Today's methods of providing for this need calls on private sector, fo r profit, 
entities to  partner with non-profits and local public sector housing agencies. 
We do th is to  achieve higher quality living environments than have been 
possible in the past under 100% government subsidized housing programs.

This privatization/partnership results in housing which is available only to 
^  qualifying low-income tenants. The rents tha t can be charged to these
*  cenants are restricted by the deeds on the property.

Regardless of these restrictions the Anchorage tax assessor has insisted on 
taxation w ithout consideration for the amount o f rent tha t can be collected 
based on the restrictions choosing instead to tax these properties as though 
they could collect m arket rate rents.

The effect o f this policy has had a devastating impact on these properties, 
which threatens the ir immediate survival. We are not asking to forego 
property taxes as is done for similar properties in other states. We are simply 
asking fo r fa ir taxation based on actual rents received.

Once again, thank you fo r giving this issue your attention. I am in full 
support o f your House Bill 272.

Mark Pfeffer, AIA 
President

incorporated 
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Representative Andrew halcro 
716 W. 4tn Avenue 
Anchorage AK 99501

Dear Representative halcro,

January 31, 2000

VIA FAX 907-465-2418

Thank you for focusing attention on the issue of taxation for affordable 
housing.

Since 1995 I have been involved in Anchorage as a participant in providing 
affordable housing. These properties serve a significant need in our 
community.

i c e r i o r  a e o j y n

ldmung Today's methods of providing for this need calls on private sector, fo r profit, 
entities to partner with non-profits and local public sector housing agencies. 
We do this to achieve higher quality living environments than have been 
possible in the past under 100% government subsidized housing programs.

rc in c e c tu r fc  
: vfclopmt-nt

This privatization/partnership results in housing which is available only to  
qualifying low-income tenants. The rents that can be charged to  these 
tenants are restricted by the deeds on the property.

Regardless of these restrictions the Anchorage tax assessor has insisted cn 
taxation without consideration for the amount o f rent that can be collected 
based on the restrictions choosing instead to tax these properties as though 
they could collect market rate rents.

The effect of this policy has had a devastating impact on these properties, 
which threatens their immediate survival. We are not asking to forego 
property taxes as is done for sim ilar properties in other states. We are simply 
asking fo r fair taxation based on actual rents received.

Once again, thank you for giving this issue your attention. I am in full 
support of ypur House Bill 272.

Jeffre&ftWcoonce, AIA
incorporate'
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Representative Andrew Halcro January 31, 2000
716 W. 4xn Avenue
Anchorage AK 99501 VIA FAX 907-465-2418

Dear Representative Halcro,

Thank you for focusing attention on the issue of taxation for affordable 
housing.

Since 1995 I have been involved in Anchorage as a participant in providing 
CnitfCTUtii affordable housing. These properties serve a significant need in our 
voiopBt-nt community.
tenor aeoign
anm.ng Today's methods o f providing fo r this need calls on private sector, fo r profit,

entities to partner with non-profits and local public sector housing agencies. 
We do this to achieve higher quality living environments than have been 
possible in the past under 100% government subsidized housing programs.

This privatization/partnership results in housing which is available only to 
qualifying low-income tenants. The rents that can be charged to these 

*  tenants are restricted by the deeds on the property.

Regardless of these restrictions the Anchorage tax assessor has insisted on 
taxation without consideration for the amount of rent that can be collected 
based on the restrictions choosing instead to tax these properties as though 
they could collect market rate rents.

The effect of this policy has had a devastating impact on these properties, 
which threatens the ir immediate survival. We are not asking to  forego 
property taxes as is done for sim ilar properties in other states. We are simply 
asking for fair taxation based on actual rents received.

Once again, thank you fo r giving this issue your attention. I am in full 
support o f your House Bill 272.

Sincerely,

Desiree Ovsak 
Director of Operations

incorporated
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H o w  I t  G a n  B e  U s e d . 

B y  N o n - P r o f i t  D e v e l o p e r s

The interests o f  the non-profit as developer o f  afforaable housing 
and the investor’s interest in return on investm ent are married 

through the creation o f  lim ited partnerships.

Tax credit financin ? will make these new Chicago tawnhouses. developed by the Neighborhood Institute, 
affordable to low income tenants.

B Y  J A N E  B L U M E N F E L D

I be 1986TaxR cform  Actcrcateda 
tax credit Lhai provides about 53 
billion in annual subsidy for low 
income rental housing develop­

ment. The credit is a dollar-for-dollar 
reduction in fcdcraJ taxes for investment in 
low-income rental housing, providing a

6 □ NOVEMBHR/DF.CEMBER 1991
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catalyst Cor private sector investment. The 
credit can be used for up to 50 percent 
(sometimes m ore) o f  the cost o f building 
affordable housing. Despite their tax exempt 
status, non-profit developers can use this 
valuable program  to raise capital from 
private investors through syndication for 
the construction and rehabilitation o f low 
income rental housing.

Each s ate receives an allocation of S1.25 
per reside nt. which is allocautd to develop­
m ent pro ects through the State Housing 
Finance A gency oranoiher designated state 
office. The legislation provides for a 10 
percent s< t-aside for projects sponsored by 
non-profit developers.This article willdeal 
w ith how a non-profit developer can take 
advantage o f  the low income housing tax

pn/in '4 ?PQ?pQ?;nfi 'om qm isq  ih^  uuoo ynw eh:Bn imj nn-iz-Nyr



P A R T N E R S H I P  O F  
I N V E S T O R S  A N P  N O N ­

P R O F I T  O R G A N I Z A T I O N .

N O N l - P R o F l T  O R G A N ­

I Z A T I O N  IS A B L E  T O  

B U I  U P  H O U S I N G -

credit and how a typical a t  credit deal is 
structured.

I. T he P arinerebJp
N on-profit bousing developers are  

exem pt from federal income taxes, and 
therefore they have no direct interest in 
receiving an annual tax credit. T o private 
nvastors. however, ;t u\x credit (i.e. a  re- 

ouction in their tax liability) provides an 
luvnual cash return on their investm ent. T he

interests o f the non-profit as developer o f 
affordable housing and the investor’s inter­
est in return on investment are married 
through the creation of limited partnerships.

What is a Limited Partnership?
A limited partnership is a  partnership 

with limited arid general partners. One o r 
more general partners) run the business of 
the partnership and the limited partners) 
put in equity in exchange fo r pan  o f the

returns get.erated by the partnership. 
L im ited  partnersh ips allow  "passive" 
investors to participate in real estate invest­
ment with ri: k limited to the am ountof their 
investm ent. Limited partnerships allow 
developers 13 raise equity for development 
projects.

Why are Limited Partnerships used?
Limited partnerships are created for a 

single purpose or project and are designed

SHELTERFORCE C  7
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C R E D I T S  E A C H  V  E A R  
F O R .  t e n  v e a r s .

A F T E R .  15 V E A R S . T H E  
P A R T N E R S H I P  E N D S .
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to dissolve 2Sirs that purpose is fulfilled. 
They limit investcr LLabi lily.They allow lue 
"pass through" of Las benefits, unlike 
corporations. They allow centralization of 
management, ttuxiucls the general partner. 
They allow sponsors/developers to main­
tain control of iheir projects while raising 
new equity.

V>!io makes decisions in a 
Limited Pa nnersh ip ?

The terms o f the partnership agreement, 
governing the on-going relationship, are 
set jointly by the general and limited 
partners). Once the partnership is estab­
lished, ibe general oartner makes all day to 
day operating dee is ions. Limited panner(s) 
may only lake drastic action if the general 
pannerdefaultson the terms of the partner­
ship agreement o r  is grossly negligent, 
events that can lead to removal of the gen­
eral partner.

Who owns what?
Ownership interestsof the Limited Part­

nership are split between the limited and 
general partners according to a negotiated 
formula. Limited p a rtn e rs ) can buy up to 
99 percent ownership o f profits/losses and

cash flow (excluding fees to the general 
partner). The general partner retains the 1 
percent or more remaining ownership of 
profits, losses, and cash flow (plus any 
agreed upon fees). The limited and general 
partners split any profits from saJe or 
refinance of partnership assets. The split 
generally provides an incentive, to the 
general partners who may receive up to 50 
percent of profits. To guarantee long-term 
affordability, many limited partners are 
bought out after 15 years by the non-profit. 
The non-profit retains ownership of the 
project and can m aintain low income 
tenancy.

The General Partner's Rights:
The specific rights o f each party are 

negotiated in the Partnership Agreement. 
In general, the general partner has the right 
to make ail the day-to-day and develop­
ment decisions, to determine how much 
cash to distribute (to the limited partners)) 
versus how much to hold in reserve, and to 
assess possible sales proposals.

The General Partner's Obligations:
The general partner m ust complete the 

project as proposed, must manage the part­

nership s nd the business 2s agreed upon in 
the pann trship agreement, and must, gen­
erally, guarantee any additional funding 
needed to complete the project (repayable 
with inter est). In addition, the general part­
ner oversees construction, leasing, prop­
erty mans gement, and maintains the books 
and recon Is o f the partnership. It must sub­
mit perioc ic reporu to the limited partners) 
on the picj ects financial condition and status, 
including analyses o f the property’s sale 
poten dal. ’ Rie general partner m2y not with­
draw will out the approval of the limited 
partner.

The Limited Partner's Rights:
The limited partner's rights are few: to 

be inform :d of operating conditions: to 
approve a sale or refinancing; and to re­
move the general partner for gross negli­
gence or h each  of contract.

The Limited Partner's Obligations:
The limited pannerfs) have the obliga­

tion to  contribute equity in the form of 
either landsnd improvements an d/ordollars.

General Pc rtner Fees:
The gen:ral partner should receive the 

following f:es:
• Deve oper Fee— for developing the 

project
• Property Management Fee— for man­

aging the on-going operations of the 
property

• Partnership Management Fee— for 
overseeing the operationsof C opart­
nership

• Incentive Management Fee— struc­
tured ts up to one third of net cash 
flow

Distribution o f Cash Among the Partners: 
There are three ways in which the part­

nership receives cash which is to be distrib­
uted. which t re  (1) development financing 
proceeds. (2. general operations and cash 
flow, (3) anc through sale or refinance of 
assets. Belov» is a preferred method of use 
of partnership cash and a description of 
how it will jenefit a non-profit general 
partner. However, these points are all nego­
tiable.

Don  7 even think' o f  using ta x  credits  
w ith o u t o ivn ins ...u

“ T a x  t e d s t e  f o r  l o w  ta e e m e  H o u s in g ”

by Joseph Guggenheim.
Sixth Ktlirion, May 19^1

An u n d c r e u  n d a b le  a n d  c o m p re h e n s iv e  gu id e  a n d  Bourceboolc 
w ritte n  fo r th e  n o n - la w y e r . O v e r  10.000 cop ies so ld  to  d a te !

E x p e rt p r a c t i t io n e r  c o m m e n ts : ' a n  in d isp e n sa b le  g u id e ; '' “ m y  
p e rso n a l b ib le  o n  th e  tax  c re d its ."

£ 5 3 .9 5  s o f tc o v rr :  5145.00 loose IcAf b in d e r  w ith  th re e  q u a r te r ly  
su p p le m e n ts :  sh ip p in g  e x tra .  D iscoun t f o r  c o m m u n ity  n o n -p ro fits .

Brrior from ilnion Fuhllcfiilans, P.O. Bax229, Glen Echo, MD 20812 
Piiane 301-320-5771
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Sul>;ianiizl rehabilitation o f this Chicago apartment building for low income rentals ntn 
financed by tcx credit proceeds through the National Equity Fund.

Development Fimrir.mg Proceeds (Loans-, 
Subsidies. Investments):

1. Development •:octs except for G en­
eral PafiJlitf fesis

2. Budgeted reserves
3. Loan from t i e  General Parmer
4. Fees due to tljs General Partners

Operating Income:
1. Operating expenses and debt service 

except for General Parmer fees and 
loans

k 2. Operating and replacement reserves
"  3. General Partner fees except incen­

tive management fee
4. General Parmer loans
5. General Partner incentive manage­

ment fee
6. 1 percent to General Partner. 59 per­

cent to Lim ited Partners

Proceeds of Capital Transactions:
1. Sale expenses and pay off ofthird 

party loans
2. General Partner loans
3. General Farm er fees
4. Partners’ tax liabilities
5. Return of partner's capital
6. 50 percent io General Parmer. 50 

percent to Lim ited Parmer (or nego­
tiated split)

Troj-sfer o f Interests:
Netther perry m ay admit any new party 

without the other's p iic r written approval. 
Neither the limited partner's interest nor 
any beneficial interest therein may be trans­
ferred or pledged w ithout the general 
arm er's  consent, which can be withheld 

arbitrarily.

FT. H ow to  C o k u ia te a  Potential 
Lim ited P a rtn e r Investm ent

Calculating the vaJuc o f the limited part­
nership investment will determine how 
much cash Lhe non-profit can generate from 
the sale of limited partnership interests. 
The value of the investment depends on the 
investor's own tax situation and the value

that the tax rredits will provide tbem. Tbc 
tax credit legislation is mos: favorable to 
corporation.*, as investors, because it permits 
them to deduct depreciation and interest as 

=? business ex jen ses . whereas individuals are 
5 not eligible for those deductions. Ia Table 1 

is the calcu.ation o f  the tax credit, which 
p rov ides a gu ideline  for determining 
w hether the price is in Lhe ballpark Each 
investor w ill value the investment differ­
ently based on their own tax situn-ioa.

Tbc am ount o f annual tax credit to be 
aw arded is c alculated as a percentage of the 
acquisition to s t, and a different percentage 
o f the cons ruction  costs added together 
times the pe rceniage o f  units available for 
low incom e use. SeeTaxC rcditFonnulas 
for special restrictions.

The final figure equals theannu2l amount 
o f tax credit that investors will receive for 
ten years.

T he  acquisition credit is ca lcu la ted  a s  a p p ro x im  ateiy 4 % ’ of the  eligible 
b a s is1 attribu tab le  to building acquisition  c o s ts , v ith  a  m inim um  rehabili­
tation cost of $ 3 ,0 0 0  p a r  un ito r 10%  of th e  a d j u s t s  b a s i s  of tho acquired 
building, w h ich ev er is g rea te r. T h e  10%  te s t d c o s  not app ly  to projects 
acqu ired from  g o v ern m en t en tities, th o se  p ro p e rt e s  u s e  a  4 % acquisition 
an d  a 4%  re h a b  cred it. Land c o s ts  a re  ineligible).

PLUS
T he construction credit is the g re a te r  of:

i. A pproxim ately 9%  (s e e  foo tno te  1) of th e  p o rtio n  of “eligible basis" 
attributable lo  co n stru c tio n  or re h a b  c o s ts  w h ich  is not financed with 
federa l funds (ex cep t CDBG ).

OR
ii. A p p ro x im a !e ly 4 % o f th e to ta re l ig ib le b a s is "  attribu tab le to construc­

tion or re h a b  c o s ts  rf th e  project is fin an ced  with o v e r  S /9 th s  federal funds, 
(excep t CDBG ).

TIMES .
T he “applicable fracihrf of total re s id en tia l re n ta l u n its  or floor sp ace  
w hich a re  re n te d  to  qualified low incom e ten an ts ; a t a ffo rdab le  rents.

1 The d y. and 9% a i t  approximations ot tho actual pcrcontngt s which oro dotormlncU by tho 
IRS on a monthly basis a s  a  pe rcen ters  ot a Indore! Indox.

2 Eligible b a u i is defined tho sam e as  depreciable b a n s  w h lc i Includes costs nttdbumbto to 
ffio existing b tik ln g  and  Improvements. For exem p b , costs asso cia ted  with ccnrtmctlcn 
financing e/e induced In basis. Costs associated with tho pcrm a w i t  flnercing aro not Induced.
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TAELE 1

O s to M l is s f i  t il©  $ s r a a i  t o  S r s d i t

ISQt tes t1 X

Appllca&a 
Fcrwotacsla 

Calcalatsd CrodJt

«flE0d
Tax

“  Credit

10,000 ineligible -0-
90,000 4% 3600

s 765,000 9% 68,650
135,000 9% 12.1 SO

S1.COO.OCO S S4.6CO’

Acquisition: 
Und 
Building 

Hrrd Conslr 
Soft Costs-'

TotsJ

1 Only t ~jh inccmo units s/o  clicibto for th« tax ao o l-^ 'n  Cils sxsrnpio 100 per con I a/o lew 
Intjomo.
2

AJI aofl costj may r» t bo eligible. For tfiis cateulabon thoy ore not saoarated out but m  mo 
cjJeuuton la roflnno oe.cn lino item must bo levi6wod.

3 It ma prop-ct is in o qualified consua beet or "difficult to develop eroa' as daflnad by HUD, tho 
profcct will bo dig:bio for o "beais ta x n r of 130 porconL Tho annual t o  credit will bo 30 p«f cent 
higher. In this caro It would bo 3109,930,

To exemplify this calculation, assume a 
project has a total developm ent c o m  of 
51.000.000. broken down as follows:

In today’s market, an investor would 
multiply the credit by 10 y ean  and byS.45, 
which is today’s average market price for 
tax credits (see Table 2). Again, the dollar 
value assigned to the tax credit will vary 
from investor to investor. The 5.45 is an 
average market price. Some investors will 
be willing to pay more for the credit while 
others will pay less. The price takes inio 
account the present value of the 10 year 
flow of income and rate o f  return expected 
by the investors.

credits. Those sophisticated in real estate 
often make direct investments. Banks can 
cam tax crediisand can use the investments 
tcm eetCR A requirements. Insurancccom- 
panies have also been major investors in tax 
c-edits. Most corporation s. however, choose 
to invest through pools or syndications 
where they play a limited role and have 
experts who can negotiate the deais for 
them,These investment pools are managed 
by severed investment banks as well as The 
Local Initiative Support Corporation (The 
National Equity Fund), The Enterprise 
Foundation, and several smaller, regional 
investment pools.

HI. W ho Is Investing?
The 1986 legislation was drafted 

with an obvious bias toward corpo* 
rate investors. There are specified 
limits to the amount of passive in­
come that indi vidtiais can claim on 
their Lax returns. Although some 
individuals are willing to invest, 
the returns are net yet significant 
enough to generate an active retail 
market for tax a e d iis  and make 
individual investors a strong force 
in the market pLto:.

Corporauonsar : die most active 
users of low income housing tax

W1 ten looking for investors, most devel­
opers iegin locking firsitciocalcom panies 
w ho might have an interest in the project. If 
there i re no Ir^al candidate;-., iben the larger 
inv estnen t pools are contacted directly, 
Tbe ir vestment pools will want to know 
basic hfonnation about the deal, including 
locatic n, number of units designed for low 
Income residents, development costs, rent 
structure, operating expanses, sources of 
financing, and marketing plans.

IV. Lo ng T erm  Ownareialp 
end  Al fordabllltv

N or-profit developers arc concerned 
with m:uniaining long term affordability o f 
the hOLsing. According to the tax laws, if 
the units are converted to m arketrate units 
within ihe first 15 years of the project, the 
tax crec its can be "recaptured." In addition 
the allocating agencynow m ustsignadecd 
covenant which remains with the property 
and req Jires continued use as low income 
housing for an additional 15 years after the 
“ recapture" period has expired. In general, 
m ost investors will look to have their 
equity returned through tax benefits rather 
than through property value appreciation 
(sale), Tnerefore, investors should be willing 
to negot a te  a purchase option for the non­
profit de velopcr to purchase the property at 
the end o f the "recapture’’ pericd at a formula 
price, an arrangement which isnowallowed 
by law. This would return owncrshipof the 
property to the non-profit developer who 
would then be able to maintain the project 
for low i icome tenancy in parpetuicy. B

TABLE 2

C a l c u l a t i n g  t h e  V a l u e  o f

t h e  T a x  C r e d i t

Annual T ax Credit S 8 4 ,6 0 0
C redits C ontinue For 10 Y ea rs X 10
Total A m ount ol Tax C red its $ 8 4 6 ,0 0 0
C urrent M arket Price: 4 5 c  / S1 X .45
Total P ro c e e d s  lo the  P roject S 3 8 0 ,7 0 0

Jtine Blumenfeld is a managing 
associate with Shorebank Advisory 
Services. Inc. (SAS), a wholly owned 
subsidiary of Shorebank Corp­
oration. the holding company for 
Sc nth Shore Bank in Chicago. Prior 
lo joining SAS. Ms. Blumenfeld 
served as the National Fund 
Manager of the LlSCJNationaI 
Ecuity Fund, a wholly owned 
subsidiary of the Local Initiative 
Suoport Corporation, which is one 
of. he country's leading investors in 
low-income housing tax credits.

10 □ NOVEMBER/DECEMBER 1991
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Wednesday, March 1,2000

Decent housing
Cut through debate to the purpose
The state House has passed by a 29-5 vote a bill to keep quality, 
low-income housing available to Alaskans.

Rep. Andrew Halcro sponsored the measure, which would:

* Require cities to tax low-income properties based on their actual 
rents, not what such properties might be worth on the open market.

* Prohibit cities from including federal tax credits in property values 
when doing assessments.

Why is this important?

Without it, Anchorage could lose quality, low-income housing for 
the disabled, mentally ill, seniors on fixed incomes, poor families 
struggling to make ends meet and people who would otherwise have 
only the street or the Brother Francis Shelter. That's because the city, 
since 1993, has tried to assess these properties at fair market value, 
even though they're not free to compete in the open market, even 
though their primary purpose is not to make money but to provide 
quality, safe housing.

Here's how low-income housing tax credits generally work. A 
nonprofit group com es up with a plan for a building. It applies for 
tax credits to the Alaska Housing Finance Corporation, which runs 
the program in Alaska for the federal government. AHFC may grant 
tax credits up to 9 percent o f the value of the project.

Let's say the project w ill cost $1 million. AHFC likes the plan and 
provides $90,000 in tax credits. A bank or other investor then buys 
those credits at a discount, usually about 75 cents on the dollar.
Because the tax credits are good for 10 years, that means the bank 
buys $900,000 in federal tax credits for $675,000. It puts that 
$675,000 up front to finance the building, and then qualifies to take 
$90,000 off its federal tax bill for the next 10 years.

That leaves the nonprofit needing $325,000. Usually that comes from 
AHFC loans, other programs or grants.

Without substantial private investment, the housing doesn't happen.

nupy/wvvw.aun.com/sione*/1 ia ju jo i j  <.
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And without the tax incentive, private investment doesn't happen.

What does an Anchorage property tax assessment have to do with 
this? If Anchorage can tax these properties to the max - rather than 
accept the $500,000 in property taxes they now provide - it can put 
them out o f  business and preclude any new projects.

There are 15 tax-credit properties in Anchorage. They provide 1,235 
units. Some o f these properties face a $50,000 tax increase, 
according to Jeff Judd o f Anchorage Mutual Housing, which 
operates several o f them. Fifty thousand is enough to bankrupt "a 
property that's penciled down to the gnat’s eyebrow." That's how 
Eleanor Andrews describes the finances o f these projects. Ms. 
Andrews works with both Anchorage Mutual Housing and 
Anchorage Neighborhood Housing.

Banks could stand to lose their investments and their tax breaks. If 
the properties reverted to AHFC, they would become public housing 
and not pay a penny to-the city treasury.

Banks and other major investors won't put up a dime if they have to 
worry about the city changing its rules.

City executive manager Elaine Christian says the city’s position is 
that it's complying with state law requiring full and true assessments 
of property. Let assessors and lawyers tangle in the legal thicket that 
now faces the Board of Equalization, which is still trying to settle the 
appeals on these properties.

Rep. Halcro's bill cuts right through the thicket to common sense. 
The Senate should join the House in passing it. And if  banks and 
private investors are willing to finance low-income housing in 
Anchorage, city officials should applaud, not get in the way.

Back I Top I Home I User Agreement

Problems? Suggestions? Let us hear from you. 
Copyright © 2000 The Anchorage Daily News
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Submitted by: Assemblymerober TESCHE
Prepared by: Assembly Office
For reeding: FEBRUARY 15, 2000

ANCHORAGE, ALASKA 
AR NO. 2000-41

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY SUPPORTING HB 272, "AN 
ACT RELATING TO THE TAX ASSESSMENT BY A  HOME RULE OR GENERAL LAW 
MUNICIPALITY OF HOUSING THAT QUALIFIES FOR THE LOW-INCOME HOUSING CREDIT 
UNDER THE INTERNAL REVENUE CODE, AND PROVIDING FOR AN EFFECTIVE DATE.”

WHEREAS, affordable housing in Anchorage which serves senior citizens, residents with 
special needs, and tow income families is now at substantial risk of fiscal default because the 
Munitipe! Assessor no longer recognizes recorded deed covenants which limit rents received from 
tenants; and

WHEREAS, upon default, these properties will likefy become tax-exempt public housing 
projects, thereby reducing annual property tax revenues by as much as $486,000; and

WHEREAS, the state's largest investors have stated that investment in affordable housing 
in Anchorage will not resume without a consistent assessment policy that recognizes limits imposed 
on rents the properties collect, and 8 policy utat does not treat federal low income housing tax 
credits used to build affordable housing as "real property*; and

WHEREAS, Federal officials have stated that the Assessors practice, if not corrected by 
prompt action, could jeopardize continued receipt of more than S3 million in Community Block 
Grants made available to the Municipality of Anchorage.

NOW, THEREFORE, the Anchorage Assembly hereDy resolves:

Section i : That the Assembly supports HB 272 and commends the Alaska State House of 
Representatives for its passage of HB 272 and urges the Alaska State Senate to enact this 
legislation without delay.

Secuon 2: This resolution shall take effect upon passage and approval.

PASSED AND APPROVED by the Anchorage Municipal Assembly this .   day of
  , 2000.

Chair
ATTEST;

Municipal Clerk
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Senator Sean Parnell 
Senator John Torgerson 
Co-chairs Senate Finance Committee 
.Alaska State Senate

Re: Legal Services respones to proposed changes to HB 272. Jack Ckenoweth letter o f

Dear Senators:

My first recommendation is House Bill 272 should not be passed. It is special interest

the rent they pay is based upon their abtlity to pay and has no relation to the overall cost of 
the rental. Their's is a fixed amount unless unless their income changes.

The changes I have suggested to HB 272 only an attempt to make this bill a little less 
onerous to the unsobazed providers of rental income in this state.

existing tax credit housing units will default, upon default these projects will go off the 
municipal tax rolls and the banks will no longer participate in these programs. As some of 
you are aware from my previous correspondence, I believe all of these representations to 
be false. That is why 1 believe the books of participants in any tax forgiveness program 
should be required to prove the necessity and public benefit of their being assessed at a 
lower rate than the rest o f us. Mr. Chenoweth has hit the crux of this problem and that is 
that the only requirement contained in HB 272 is that the property owners have received up 
front tax credits to develop the projects and that the low income tax credit program is not 
limited to subsidizing only low income people. The people occupying most, if not all. of 
these units already have their rents subsidized under other government programs. I don't 
think there would be any support at all among the voters if they understood that this bill 
will subsidize municipal services for people that are not low income and have rent subsidies 
availabe that are adequate to allow rents sufficient to cover municipal assessment, My 
proposed additions to the bill are intended to add further squirements than contained in the 
bill in its orimnal form.

The second from last sentence of paragraph 2 o f Mr. Chenoweth's analysis indicates (d) of 
the original draft allows sufficient leeway for assessors to require additional information to 
determine applicants eligibility. From the bill as it now stands:

3 /2 4 /2 0 0 0

legislatiou that m no way benefits the low income renters it purports to help. The portion of

House Bill 272 has been sold to both the Anchorage assembly and the Alaska State House 
on the basis that there is a dire shortage of low income housing, without this legislation the

"The property owner shall submit the application forms prescribed by the assessor and 
shall include information that may reasonably be required to determine the entitlement of 
the applicant"
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You don't have to have a law degree to understand that in its present form the only thing

standard on which the entitlement is based) imder 26 U.S.C. 42” As for the terminology 
in the present form, line 8 says “ ...must be based...” a clearly defined requirement in 
legislation and law. While lines 13 and 14 say “...that may reasonably be required...” 
(perhaps Mr. Chenoweth could clarify the legal significance of this terminology in 
clarifying the assessor’s rights under this bill).

As for the citatiiGn of AS 29.45.130(b). I fail to see its relevance. Passage o f HB 272 in its 
present form renders it meaningless. What would be the point o f a physical inspection of 
the premises if the assessor is required by law to base the assessment solely on the actual 
income derived (lines 6.7.8 of HB272)?

This raises another question: Does “actual income derived” refer to a gross income or a net 
income? Is this defined in law somewhere?

Page 2 of the commentary indicates there is sufficient authority to verify if  a property 
qualifies under the proposed legislation. That is true only if the sole criteria used is the 
receipt of tax credits under 26_U.S.C.42.

Under “ Suggested Change...” Mr. Chenoweth indicates that whether or not future projects 
would enjoy the benefit of the special assessment method is a “policy decision”. This 
statement is hard to fathom when the proposed law allows for no such differentiation.

I won’t attempt to address the comments on (g) as this is getting to long. The purpose of 
the changes suggested in effective dates is for the sole purpose o f giving the special 
consideration on assessments only to those people that the municipality may have had some 
culpibility m confusing regarding the assessment requirements (one would have to assume a 
great deal of ignorance on the part o f several bankers and developers to believe they didn’t 
understand state assessment laws). They would have no basis for pleading stupidity in the 
future and receiving this subsidy.

As for the final paragraph in the assessment: Does the magnitude of the gift to the bankers 
and developers of these projects have anything to do with a legal assessment o f a bill? 
Perchance there is more information contained in this paragraph regarding the analysis than 
in all the other paragraphs.

Sincerely.

Jerome Pape

the assessor can require is proof that the “property qualifies for a low income housing 
credit ( there’s that “low income” again that Mr. Chenoweth has pointed out is not the

cc: Senators Dave Dooley 
Lyda Green
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Pete Kelly 
Loren Leman 
Randy Phillips 
Garv Wilkcn

#
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March 23, 2000 

Senator John Torgerson

Corporate Headquarters 
P.O. Box 100600 

Anchorage. AK 99510-0600 
Phone (907) 522-8888

Alaska State Senate 
State Capitol (MS 3100)
Juneau, Alaska 99801-1182

Subject: Property Taxation of Affordable Housing

Dear Senator Torgerson;

We appreciate the time you have given us to listen to property taxation problems 
with the Municipality of Anchorage and its probable effect statewide. We support 
HB 2J2; which deals with the problem as described by the Municipality and the 
State assessor. The Municipal Administration says the problem is a State law 
problem even though in Hoblit v. Greater Anchorage Area Borough (1970) the 
Alaska Supreme Court held that real property may be valued by the assessor by 
whatever recognized method it chooses. So to many of us involved the real 
issue is that we are faced with changing political whims which are damaging our 
ability to construct quality affordable housing for low income people.

I have discussed this issue with experts from all over the United States and the 
problem has even been discussed with members of Congress, and their general 
reaction is dismay to the problem we have been dealing with for the past three 
years. The actions of the Municipality are a clear deterrent to the free flow of 
capital into our State. Attracting capital into Alaska for real estate development 
and housing has been difficult at best, and we do not have the financial 
resources that most states do to precipitate development. Creating additional 
barriers to commerce and the quality of life of our citizens is beyond the belief of 
most of whom I discuss the subject.

After discussing this issue with Ben Hecht of the Enterprise Foundation, the 
nations leader in affordable housing development, his reaction was that most 
communities in the country will consider total tax exemption to get these funds. 
Most Western states offer total property tax exemption for Affordable Housing 
developed by Non Profits. I am told that Senator Ted Stevens is working at this 
time to increase the program nationwide. So in summary, we request your 
support of this bill

Sincerely yours,
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H O U S I N G  F I R S T
Affordable Housing for Individuals and Families 
1801 Douglas Highway, No. 18, Douglas, AK 99824 
ptione:(907)564-3573 fax: (907)364*2674 e-mail bMtr9 9 t@ala9 ka.com

Senator Torgerson March 23 ,2000
Via fax: 465-4779

Dear Senator Torgerson

We are asking for your support for House Bill 272. We are very appreciative o f any 
effort to resolve the on-going property tax problem w e’ve encountered with our 
apartments for low-income tenants.

Housing First, Inc., is one o f the non-profit housing organizations that has used tax 
credits to build affordable rental apartments in Alaska. Using this source o f  funding, 
along with funds from a number of other sources, including conventional loans, 
we have built two buildings, with 21 units total, in Juneau and Douglas.

Each year since construction o f each property, we have appealed our property taxes to the 
City and Borough o f  Juneau. Each year, we are glad to say, we have received some relief 
from these taxes. Some years, the appeal has gone to the Board o f Equalization; in other 
years, our appeal has been settled administratively. We have tried to persuade our city 
assessor to take an income-based approach to assessing the buildings, but have been 
unsuccessful. Generally, we reach a tax agreement that is between our request, based on 
an income-based approach, and the full market-based assessment we receive from the 
city.

It is clear to us that without a legislative solution to this problem, we will have to commit 
resources, time and energy to each year’s appeal, and each year accept something less 
than what we believe is a fair assessment.

For us, property tax relief has made the difference between owning buildings that are 
operating in the black or in the red. As a non-profit organization that has one part-time 
staff person and an active board o f volunteers, it is vitally important that our buildings are 
able to pay for themselves. We have no other source o f operating funds, since 100 
percent o f our units have rent ceilings attached.

These rent ceilings are in place for 30 years from construction o f the building; our oldest 
building has 24 years remaining on these ceilings. As a non-profit organization, even 
after the 30 years are up, we are obligated (and feel it our duty) to continue operating 
these buildings for low-income tenants for the remaining life o f the structures.

mailto:bMtr99t@ala9ka.com
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These rent ceilings arc attached via deed restrictions, therefore, any owner o f the building 
would face the same financial crunch we have faced. These lengthy restrictions are 
another excellent reason to grant property tax relief. The value o f  our buildings is 
affected by these ceilings.

We have taken the risk and responsibility o f building these apartments for the public 
good. In return, we would like a fair assessment o f the value o f our properties.

Again, we hope wc can count on your support for this important legislation.

Sincerely,

Robin Gilcrist
President, Housing First, Inc.

cc: Senators Adams, Donley, Green, Kelly, Leman, Phillips, Wilkins
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Memo
To:
From:
Date:
Subject:

2/15/00 
HB No. 2.72

Sen John Torgerson 
Glenn Gcllcrt, Alpine Partners

Sen. Torgerson, 1 warned to take this opportunity to comment on HB 272.

1 support it.

Tax credit projects must adhere to rigid standards outlined in Section 42 o f the IRS tax code Tax 
credit property operators must agree to charge HUD established rents that allow tenants making 
60% o f  median income or less to afford decent housing. These deed restrictions, which are similar 
to easements, run with the land for up to 30 years.

During this time the operator will never be able to raise rents above the HUD established levels,
In the case o f a Girdwood project that I am developing and Anchorage Mutual Housing is 
operating, this could be as much as SI 50 to $200 per unit each month that the operator can not 
realize.

On the subject o f the tax credits themselves, it is a common misconception that they add value to 
a project The reality is that they only serve to bridge the gap between the cost o f  construction 
and the value o f the project. Our Girdwood project will cost in the neighborhood o f $3 million to 
build but the rents, using the income approach, would indicate that the project is only worth $1 5 
million Without the equity generated from the tax credits, this $1.5 million gap does not get filled 
and housing for service sector workers in Girdwood does not get built.

Assessing tax credit projects based on the rental income generated is the only fair way to value 
these developments The positives o f this approach far outweigh the negatives It is true that the 
Municipality o f  Anchorage will lose out on some revenue, but by sacrificing this relatively small 
amount o f  money, the whole Anchorage community benefits as lower wage earners have 
affordable, well maintained housing available to them.

Please call me at (907) 277-2663 or e-mail me at geliert(a)alaska.net if I can answer any questions.



»

I

I

I

I
II
1
1 ;
1 ;
i<
M
1(
17
1 t
K
2C
21
22
2J
2A
21
2C
27
28
2£
3C
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49

16-00 11:18am From-KOONCE PFEFFER BETTIS + ¥ U f < l 4 f * U I

^  / / r / o o

Submitted by: AssemDlymember TESCHE 
Prepared by: Assembly Office 
For reading: FEBRUARY 15. 2000

ANCHORAGE, ALASKA 
AR NO- 2000-41

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY SUPPORTING HB 272, “AN 
ACT RELATING TO THE TAX ASSESSMENT BY A HOME RULE OR GENERAL LAW 
MUNICIPALITY OF HOUSING THAT QUALIFIES FOR THE LOW-INCOME HOUSING CREOrT 
UNDER THE INTERNAL REVENUE CODE, AND PROVIDING FOR AN EFFECTIVE DATE."

WHEREAS, affordable housing in Anchorage which serves senior citizens, residents with 
special needs, and low income families is now at substantial risk of fiscal default because the 
Municipal Assessor no longer recognizes recorded deed covenants which limit rents received from 
tenants; and

WHEREAS, upon default, these properties will likely become tax-exempt public housing 
projects, thereby reducing annual property tax revenues by as much as $486,000; and

WHEREAS, the state's largest investors have stated that investment in affordable housing 
in Anchorage will not resume without a consistent assessment policy that recognizes limits imposed 
on rents the properties collect, and a policy mat does not treat federal low income housing tax 
credits used to build affordable housing as Teal property"; and

WHEREAS. Federal officials have stated that the Assessors practice, if not corrected by 
prompt action, could jeopardize continued receipt of more than $3 million in Community Block 
Grants made available to the Municipality of Anchorage.

NOW, THEREFORE, the Anchorage Assembly nensDy resolves:

Section i : That the Assembly supports HB 272 and commends the Alaska State House of 
Representatives for its passage of HB 272 and urges the Alaska State Senate to enact this 
legislation without delay.

Section 2: This resolution shall take effect upon passage and approval.

PASSED AND APPROVED by the Anchorage Municipal Assembly th is    day of
_ .2000.

Chair
ATTEST;

Municipal Clerk
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Subject: HB272 (tax assessment o f affordable housing properties)
Date: Thu, 17 Feb 2000 14:29:02 -0900 

From: "Jeff Judd" <jeffju@akamha.org>
To: <Senator_Sean_Pamell@legis.state.ak.us>, <Senator_John_Torgerson@legis.staie.ak.us>, 

<Senator_Dave_Donley@legis.state.ak.us>, <Senator_Randy_Phillips@legis.state.ak.us>, 
<Serialor_Pete_Kelly@Iegis.state.ak.us>, <Senator_Lyda_Green@legis.state.ak.us>, 
<Senator_Gary_Wilken@legis.state.ak.us>, <Senator_Loren_Leman@legis.state.ak.us>, 
<Senator_Jerry_Maekie@legis.state.ak.us>, <Senator_Jerry_Ward@legis.state.ak.us>, 
<Senator_Lyman_rIoffman@legis.state.ak.us>, <Senator_Mike_Miller@legis.state.ak.us>, 
<Senator_Johnny_Ellis@legis.state.ak.us>, <Senator_Drue_Pearce@legis.state.ak.us>

Dear Senator, I  wanted to take a few minutes o f your time to encourage you 
to support HB272 sponsored by Representative Halcro and recently  passed by 
the House by a vote of 29-5. This le g is la tio n  would c la r i fy  state law 
regarding assessment practices fo r "affordable housing properties" that 
serve our communities lower income fam ilies , and would ensure that such 
practices are consistent and appropriate throughout our s ta te . This 
"c la r if ic a t io n "  is  necessary as a re su lt o f what affordable housing 
providers be lieve is  the m is in te rp re ta tion  by a t least some loca l assessors 
of state assessment law. At a minimum, the opinion of many reasonable 
persons varies on what ex is ting  state law requires loca l assessors to 
consider when assessing affordable housing properties.

F irs t i t  is  important to understand the nature of the properties that are 
the subject of th is  le g is la tio n . Such properties are lim ite d  to those that 
serve lower income fam ilies and that have long term (generally 30 years), 
le g a lly  binding deed re s tr ic tio n s  recorded against the property in  favor of 
the State o f Alaska and the Federal government. These deed re s tr ic tio n s , 
which l im i t  the income of tenants to generally 60% or less of the area 
median income, and in  some cases considerably less, also re s tr ic t  the amount 
of rent tha t can be charged to the lower income fam ily to a sp ec ific  amount 
d ictated by che federal government, i . e . ,  a formula driven amount that is  
based on the income leve l of the lower income fam ily. These deed 
re s tr ic tio n s  also require that the owners o f such properties maintain the 
properties to a high q u a lity  leve l per minimum federal q u a lity  standards.

As a re su lt o f these deed re s tr ic tio n s  the (ren ta l) income is  s p e c if ic a lly  
lim ited , and as a re su lt of other program requirements, operating expenses 
are in  some cases higher. For instance, there are severe penalties imposed 
by the IRS fo r  non-compliance w ith income and rent re s tr ic tio n s  and q u a lity  
requirements, and as a re su lt, owners must take add itiona l adm inistrative 
steps to  ensure that persons meet sp ec ific  income requirements p r io r  to 
moving in  to a u n it w ith in  the property. Properties are required to have 
audited fin a n c ia l statements annually, and tenants can not pay fo r certa in  
u t i l i t y  expenses (e le c tr ic  and heat fo r instance) as the maximum tenant 
charge (rent and tenant paid u t i l i t ie s )  may not exceed 30% of the qua lify ing  
income leve l (an amount that the federal government defines as the 
affordable standard). The point is ,  that these types of properties are 
subject to a v a rie ty  of very spec ific  requirements that re s tr ic t  the amount 
of income tha t is  generated from them. These deed re s tr ic t io n s  can not be 
removed through the sale of the properties during the 30 year compliance 
period. An honestly, a sale of such a property has never taken place in  our 
state, and has only happened extremely ra re ly  throughout the en tire  U.S. due 
to the nature of these properties. That is , very l i t t l e  i f  any income is  
derived from such properties. They are genera lly owned by non -p ro fit 
organizations, guided by community minded persons, whose purpose is  to 
provide a valuable and essential service to th e ir  communities.

This le g is la tio n  is  especia lly c r i t ic a l  a t th is  time due to a s ig n ific a n t 
change in  the assessment practice of Anchorage's assessor and the opinion 
that has been expressed p u b lic ly  by the c ity 's  Mayor. In 1995 and 1996 a fte r  
developing a ffordab le  housing that met sp e c ific  housing needs in  our
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HB272 (tax assessment of affordable housing properties)

community as stated in  the c ity 's  housing and community development plan 
(HCD p la n ), the local assessor assessed these properties as i f  they were 
"market ra te" properties. That is , as i f  they could charge "market" or 
unrestric ted  rents. As I  mentioned above, these properties can not do th is .

We successfully appealed th is  assessment approach before the c ity 's  Board of 
Equalization. In 1997, once again the loca l assessor increased the 
assessment value to that o f a "market ra te" p ro ject, and in  an attempt to 
resolve th is  matter on a more permanent basis, we negotiated w ith the C ity  
in  good fa ith  to a rrive  at an assessment methodology that was acceptable to 
both p a rtie s . We accomplished th is  goal in  1997. However, sho rtly  
thereafte r, a new assessor hired by the Mayor disregarded the 1997 
methodology and in  fact increased the assessment values fa r beyond what had 
ever been assessed in  the h is to ry  of these properties. In 1998, in  one case 
the assessment value went up 184%. And th is  is  not the exception, numerous 
other properties assessments increased over 100% in  a s ing le year. These 
devastating increases remain in  e ffe c t today, and although we have appealed 
them (the Board of Equalization that only recently met to hear th is  matter 
several months ago), the BOE has yet to conclude th is  matter. Because th is  
matter is  c le a rly  one that centers on the in te rp re ta tio n  of state law, i t  is  
c r i t ic a l  tha t th is  matter be resolved by the le g is la tu re . The le g is la tio n  
before the Senate would simply require tha t loca l assessors assess value to 
such properties based on the deed re s tr ic t io n s  that they are subject to and 
that the assessor not a ttr ib u te  a value to  the low income housing tax 
cred its  tha t were received by the owner to ass is t in  bu ild ing  or renovating 
the p ro ject in  the f i r s t  place. Our research has shown tha t th is  is  the 
practice that is  standardly recognized throughout most of the western states 
(Montana, Hawaii, C a lifo rn ia , Washington). In fac t, these state a c tua lly  
exempt completely such properties from paying any property tax due to th e ir  
value to the community in  providing c r i t ic a l  housing tha t is  no longer 
provided by the federal government.

We have not asked to be exempted, only to pay a reasonable, consistent and 
appropriate ra te  based on the actual income tha t can be generated by these 
properties. The practice of recognizing le g a lly  binding deed re s tr ic tio n s  
and other encumbrances (something the loca l assessor is  unw illing  to do) is  
the common and un iversa lly  recognized va luation method in  th is  country per 
USPAP (Uniform Standards of Professional P ra c tice ). This standard includes 
procedures fo r  mass appraisals such as tax assessments and requires 
appraisers to "consider known easements, re s tr ic t io n s , encumbrances, leases, 
reservations, covenants, contracts, declarations, special assessments, 
ordinances, or other items of s im ila r nature." Yet the loca l assessor has 
year a fte r  year fa ile d  to fo llow  th is  standard because in  h is opinion State 
law requires him to assess the property to "market value", i . e . ,  
unencumbered value.

However, nowhere in  state law does require such a "market value" approach. 
State law requires an assessor to assess property at i t ' s  "F u ll and True 
Value" which is  defined in  AS 29.45.110 as "the estimated p rice  that the 
property would bring in  an cpen market and under the then p reva iling  market 
conditions in  a sale between a w ill in g  s e lle r  and a w il l in g  buyer, both 
conversant w ith  the property and w ith p reva iling  general price  leve ls ". Why 
would a knowledgeable person purchase a property that is  subject to these 
deed re s tr ic t io n s  at "market value" when in  fac t they could never charge
such market rents? The simple fact is  that no one would.
Most of the properties that would be covered by HB272 received Federal low 
income housing tax cred its  under Section 42 of the IRS code. These tax 
cred its  are sold by the non -p ro fit organization generally to a bank (or any 
other person or business tha t has a federal tax l i a b i l i t y  that is
in te re s te d ). The proceeds from the sale of the tax cred its  is  used by the
non-p ro fit organization to cover the d iffe rence between the amount of 
mortgage debt that the properties re s tr ic te d  income w i l l  support and the 
cost to b u ild  the property. Generally, th is  d iffe rence is  s ig n if ic a n t.
This "gap" in  not un like the gap that also ex is ts  fo r “market rate" 
properties. The simple fac t is  that v ir tu a l ly  a l l  new m u lti-fa m ily
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construction in  our state in  the la s t 10 years has occurred because of the 
a v a ila b il i ty  o f the low income housing tax c re d it program. Development of 
m u lti-fa m ily  housing of any type is  ju s t simply not economic in  our sta te  
without such investment incentives. The loca l assessor has taken the 
position  that these federal tax c red its  should be assessed as "real 
property" under T it le  29 of our State law. Yet nowhere in  th is  T it le  does 
i t  describe such tax cred its  as rea l property. These tax cred its  are a form 
of security , or investment incentive  provided by the federal government at 
no expense to our state, tha t encourages q u a lity , affordable housing fo r 
lower income fam ilies . Although the loca l assessor would have you believe 
that the banks that buy these c red its  are "making a k i l l in g "  through th is  
investment, the simple tru th  is  tha t th e ir  investment value is  extremely 
lim ited , is  a t s ig n if ic a n t r is k  due to severe compliance penalties and the 
whims of assessment methodology in te rp re ta tio n , and in  fac t, the banks could 
in  most cases earn a greater re turn on the investment through less r is ky  
investment a lte rn a tives . Banks have chosen to become our community partners 
in  th is  regard because they too see the value of having q u a lity , affordable 
housing in  our communities.

The current p ractice  by Anchorage's loca l assessor has severe consequences 
fo r our communities. F irs t,  the increased taxes w i l l  defau lt ex is ting  
properties already developed in  our community. In numerous cases, the tax
b i l l  on properties have gone up approximately $50,000 (each property) and
these properties are simply unable to pay th is  increase due to the in a b i l i t y  
to ra ise the rent leve ls . Upon de fau lt these properties w i l l  become state 
(AHFC)-owned properties (AHFC is  the primary lender and has approximately 
$40 m illio n  in  mortgage debt a t r is k  due to the loca l assessors practice)
and w i l l  l ik e ly  be converted to  pub lic  housing. When th is  happens the c ity
w i l l  not receive any property taxes from these properties as public housing 
properties. Using the income re s tr ic te d  value that we have h is to r ic a l ly  
paid p r io r  to  1998, the properties contribute  over $27 m illio n  to the loca l 
tax base to which we pay approximately $.5 m illio n  in  property tax to the 
c ity  annually. This is  property tax revenue that the c ity  would never have 
received had we not developed these properties to meet the spec ific  needs 
that are id e n tif ie d  in  the HCD plan and that were s p e c if ic a lly  supported by 
the c ity  adm inistra tion. The c ity  adm in is tra tion 's  public statements that 
the income re s tr ic te d  value tha t we are requesting w i l l  re su lt in  a decrease 
in property taxes tha t must be made up from other taxpayers is  untrue. For 
th is  statement to be true you must f i r s t  assume that we have h is to r ic a l ly  
paid th is  higher tax ra te , which p r io r  to  the 1998 assessment we have not.
Our approach to the proper assessed va luation would simply continue the ra te  
of taxation tha t we have successfu lly appealed repeatedly p r io r  to 1998.
Even i f  you buy in to  the adm inistrations "increase1 statement, the d ire c t 
e ffec t to other tax payers is  only about $1.33 per $100,000 in  value. The 
in d ire c t cost to other taxpayers i f  HB272 is  not passed by the Senate w i l l  
be s ig n if ic a n t ly  greater due to the loss of ex is ting  and future tax base 
(and other in d ire c t socia l co s ts ).

Secondly, our s ta te ’ s largest fin a n c ia l partners (NBA, FNBA, KeyBank) have 
p u b lic ly  ind icated that they w i l l  not invest any fu rth e r cap ita l in  
affordable housing in  our community unless th is  issue is  s a t is fa c to r ily  
resolved. The current loca l p ractice  jeopardizes th e ir  i n i t i a l  investments 
in  ex is ting  properties (you must be an owner to claim the tax cred its  which 
they have already paid fo r ) , and c le a rly  they are unw illing  to r is k  any 
fu rthe r investment towards such properties given the current p ractice . The 
loss of th is  investment w i l l  mean tha t no fu rthe r development, and i t s  
economic impact value, w i l l  take place in  our community. Perhaps even the 
e n tire  s ta te . Jobs w i l l  be lo s t, fu tu re  tax base w i l l  never be realized, 
and loca l and state government w i l l  have to d ire c tly  pay fo r the cost of 
providing affordable housing and the socia l costs of not having i t .

Third, o f f ic ia ls  from the Department of Housing and Urban Development have 
in w rit in g  and ve rba lly  expressed that the assessor's current practice 
jeopardizes the receipt of over $3 m illio n  annually in  federal housing funds 
received by the c ity  through the CDBG and HOME programs. In fac t, in  a July
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20, 1999 le t te r  to the c ity ,  HUD o f f ic ia ls  ind icate  that they " fin d  that the 
Municipal Assessor's treatment of annual assessments of the value of 
affordable housing p ro jects  in  Anchorage is  inconsistent w ith the 
M un ic ipa lity 's  pledge to increase the stock of affordable housing w ith in  the 
ju r is d ic t io n . Annually increasing the assessed value of these properties 
based on the mistaken assumption tha t they are capable of generating revenue 
at the le ve l of market rents has the impact o f d riv ing  affordable housing 
projects in to  de fau lt o f the terms of financing ." In addition, HUD 
o f f ic ia ls  indicated tha t in  th e ir  view "the M un ic ipa lity 's  tax p o licy  
disregarding the rent re s tr ic t io n s  on these properties is  the s ing le  
greatest threat to the preservation of ex is ting  stock, and fu ture  
development of affordable housing in  Anchorage today. The M un ic ipa lity  
cannot, on the one hand, pledge to fos te r affordable housing, and on the 
other, penalize and discourage i t s  development. A permanent so lu tion  is  
necessary to create the economic climate x-equired to  grow affordable housing 
in  Anchorage."

In summary, the value tha t a ffordab le  housing properties bring to a 
community is  tremendous and m u lti-face ted . Although th is  issue at f i r s t  
appears very complex and involves many people, what we t ru ly  seeking and 
encouraging the Senate to do through passage of HB272 is  very simple -  that 
is , to simply c la r i fy  s ta te  assessment law and the resu lting  assessment 
practices tha t w i l l  sustain the e ffo r ts  of affordable housing providers to 
maintain e x is ting  properties and to encourage the development of new ones.
In doing so, a l l  residents of our s ta te  w i l l  bene fit.

I  am happy to answer any add itiona l questions or c la r i fy  these issues 
fu rthe r i f  you desire. A d d itio n a lly , I  would welcome the opportunity to 
take you on a tour of our p roperties the next time you are in  Anchorage.
Thank you fo r your time.

Sincerely,
Je ff Judd, Executive D irecto r, Anchorage Mutual Housing Association
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First National Bank
of A nchorage

March 3, 2000

Senator John Torgerson 
Co-Chairman, Senate Finance Committee 
Alaska State Legislature 
State Capitol 
Room 516
Juneau, AK 99801-1182 

Re: HB 272

Dear Co-Chair Torgerson:

On behalf o f the Alaska Banker’s Association, as President, and on behalf o f  The First 
National Bank o f Anchorage, I am voicing our support for HB 272, and respectfully 
request your support o f that proposed legislation as well.

We think that after careful consideration you will find that enactment o f HB 272 is the 
only means to assure further development in Alaska of quality housing projects specifically 
designed and limited to use by low income individuals.

The low income housing projects in issue are the product o f a federal government 
program that enables low income housing developers to sell “tax credits” to investors and 
use the proceeds together with money borrowed from Alaska Housing Finance 
Corporation to pay the cost o f constructing the projects. In Alaska, the developer is most 
often a non-profit group seeking to provide specially designed low income housing to 
individuals who cannot find suitable substitute housing that meets their needs. As part o f  
the arrangement with the government and AHFC, the developer agrees to limit the mount 
of rent that will be charged to tenants and confirm that tenants are the low income 
individuals the project is intended to serve. Rental paid by tenants is used to repay 
AHFC’s loan with interest, the operating costs of the project, and real property taxes 
assessed by local government. The purchaser o f the tax credits does not receive any 
portion o f the rental. Instead, the purchaser receives the right to reduce the amount of 
federal income tax it would otherwise be required to pay by the amount o f dollars o f tax 
credit it purchased from the developer.
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So far, low income housing developers in Anchorage who have taken advantage o f the 
program have been able to keep the projects more or less filled; pay when due the 
installments they owe to AHFC; pay operating expenses; and pay property taxes based on 
a valuation o f  the project according to the limited rental that may be charged; not the cost 
or replacement value o f the project. But there isn’t enough income from the projects to 
enable developers to pay any more, whether it be for mortgage loan interest, operating 
expenses, or additional real property taxes.

The virtue o f these projects is that they can be developed with special facilities for the 
handicapped or others with special needs, with more amenities, and to a higher standard 
than would be possible if the Federal government did not offer up the tax credits for sale. 
The money used to build in the additional amenities and make the projects desirable 
additions to the neighborhoods where they are constructed wouldn’t be available if 
developers had to borrow it. The maximum amount o f rental that may be charged by 
agreement with AHFC isn’t enough to enable the developer to pay additional mortgage 
debt, no less additional taxes.

Historically, the projects in Alaska have been assessed for real property tax purposes at a 
value commensurate with the amount o f rental they can generate, not the cost o f  
constructing them or their replacement cost. Recently, the Anchorage assessor has chosen 
to assess the projects at higher value than is warranted by the limited amount o f rental they 
can generate. Moreover, the current administration has expressed the view that a return to 
the historical treatment o f them would be contraiy to State law. Therefore developers 
sought resolution o f the matter through the legislature.

For the most part, local banks have purchased the tax credits offered for sale to help 
finance existing low income housing projects. On their behalf 1 observe that unless there is 
certainty by way o f legislation like HB 272 that there will be no change from historical tax 
treatment o f these projects, there will be no further investment by local banks in such 
projects. Making additional investments at below market rates o f return is an investment 
local banks have been willing to make to do their part to bring about successful low 
income housing. Making such an investment without the prospect o f any return is not one 
any will bear.

Exemption o f such projects from taxation is the action that has been taken most recently 
by the legislatures o f Washington, Hawaii, Montana and California. That's far more in 
assistance than developers have sought by way o f HB 272.

HB 272, besides making it possible for existing projects to continue and new ones to be 
developed, has an additional benefit. By making the tax treatment o f such projects the 
same throughout Alaska, developers statewide can compete for the limited amount o f 
money and tax credits available for such projects on the basis o f the merit and need for the 
project they propose, not the personal views o f the current administration o f the local 
government where the project may be located.



I’d be pleased to addreoo the matter more fully in person in any forum you might choose. 
Moreover, I’d be pleased to arrange for you and anyone else you might choose to view  
existing projects and see what a valuable opportunity for Alaska communities will be lost 
if the historical tax treatment o f these projects is not preserved by HB 272.

Veiy truly yours,

David A. Lawer
Senior Vice President & General Counsel

President, Alaska Bankers’ Association
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i c e  o f  T h e  T im e s
‘ L o w - in c o m e 5 h o u s in g  is  a  m is n o m e r

By JEROME PAPE
A t  a  L im e w h e n  A n c h o r a g e  ia  f a r i n g  r e ­

d u c e d  m u n ic ip a l  a s s i s t a n c e  a n d  a  v o t e  o n  
a  t a x  c a p ,  t h e  L e g is la t u r e  a n d  t h e  A s s e m -  
b ly  o r a  r u s h in g  a h e a d  t o  a s s u r e  a n a  s e g ­
m e n t  o f  t h e  h o u s in g  m a r k e t  ia  g iv e n  s p e ­
c ia l  t r e a t m e n t  in  h o w  i t s  p r o p e r ty  i s  a s ­
s e s s e d .  T h i s  s e g m e n t  n  c o m p r is e d  o f  t h e  
“n o n -p r o f i t” o r g a n iz a t io n s  t h a t  b u ild  a n d  
m a n a g e  h o u s in g  fo r  s u p p o s e d ly  lo w - in -  
coaic families.

T lu e  g r o u p  w a n t s  s t a t e  a n d  m u n ic ip a l  
l a w s  c h a n g e d  s o  m u n ic ip a l  t a x  a se e sf io r u  
w ill  b e  r e q u ir e d  to  u m  a  m e t h o d  o f  e v a l u ­
a t i n g  lo w - in c o m e  p r o p e r t y  d i f f e r e n t ly  
t h a n  t h a t  u s e d  fo r  t h e  r e s t  o f  u s .  T h e  n o n ­
p r o f it s  a n d  b a n k  lo b b y is t s  a r e  p u s h i n g  for  
t h e s e  c h a n g e s  o n  a  f a s t  tr a c k .

T o  p u t  t h i s  i s s u e  i n t o  p e r s p e c t iv e ,  t l i e r e  
a r e  a  f e w  t h i n g s  o n e  n e e d s  to  k n o w :

F ir s t ,  t h e  t e r m  “n o n -p ro fitT  d o e s  n o t  
m e a n  t h e  s a m e  t h i n g  a s  “c h a r i t y  * N o n ­
p r o f it  m e a n s  t h e  I R S  h a s  e x e m p t e d  t h e  
c o r p o r a tio n 's  in c o m e  fr o m  fe d e r a l  t a x e s .  I t  
c a n  s t i l l  a m a s s  w e a l t h .  A l t h o u g h  a  n o n ­
p r o f it  g e t s  a  lo t  o f  t a x p a y e r  m o n e y ,  i t s  
I lo o k s  a r e  n o t  o p e n  to  p u b lic  r e v ie w . T h s  
p u b lic  i s  n o t  e n h t la d  to  in f o r m a t io n  o n  
h o w  a  n o n -p r o f i t 's  f u n d s  a r e  a c t u a l l y  
s p e n t ,  w h a t  k in d  o f  p a y r o l l  a n d  p e r k s  t h e y  
arts p a y in g  o r  h o w  m u c h  w e a l t h  i t  m a y  
h a v e  a i m is s e d .

A s k  t h e  p o l i t ic ia n s  w h y  t h e y  s u p p o r t  
t h e s e  t a x  c h a n g e s  a n d  t h e y  u s u a l l y  r e ­
s p o n d  i n  t e r m s  o f  h e lp i n g  t h e  lo w - in c o m e  
p e o p le .  H o w e v e r ,  o n ly  s o m e  o f  t h e s e  u n i t s  
a r e  s t r i c t ly  k iw - in c o m e . M a n y  h a v e  b e e n  
a p p r o v e d  f o r  lo w - t o - m o d e r a t e  in c o m e .  B y  
U iis  c r it e r ia ,  a  f a m i ly  o f  fo u r  c a n  m a k e  
s o m e w h e r e  a r o u n d  $ 5 0 ,0 0 0  a  y e a r  a n d  
l i v e  i n  t h i s  b o u s in g .  A  f a m i ly  o f  th r o e ,  
e a r n in g  $ 4 0 ,0 0 0 ,  o o u ld  d o  so .

S o m e  o f  t h e s e  u n i t e  h a v e  t w o - c a r  
g a r a g o s ,  t w o  b a t h s ,  f ir o p ls o a e  a n d  m a n y  
s u p p ly  c a b le  T V  a s  p a r t  o f  t h e  r e n t .  T h e  
u n it s  a r e  A l a s k a  S t a t e  H o u s i n g  A u t h o r i t y  
a p p r o v e d , g e t t i n g  p r e fe r e n c e  fo r  A S H A  
c e r t i f i w t u .  M a n y  a r e  p a r t  o f  a  d e a l  w i t h  
b a s e  h o u s in g  fo r  a  m i l i t a r y  s e t - a s id e ,  a n d  
s o m e  c a n  b e  r a n te d  t o  p e o p le  w i t h  m o d e r ­
a t e  in c o m e s .  T h is  m e a n s  w e  a r e  u s u ^ ;  t a x  
ttu b e id iw  tn  fU n d  s o m e o n e  i n  d ir e c t  c o m p e ­
t i t io n  w i t h  p r iv a te  e n te r p r is e .  T r u ly  lo w -  
in c o m e  p e o p le  o o u ld n t  q u a l i ty  t o  g e t  in t o  
t h e  n ic e r  u n it e  o f  s u b s id iz e d  h o u s in g .

S e c o n d , w e  a r e  to ld  t h s t  H U D  w o n ' t  a l­
lo w  t h e  n o n -p r o f i t s  t o  r a i s e  r e n t s  t o  e o v o r  
h ig h e r  p r o p e r ty  ta x e w  a n d  t h s t  d o in g  bo 
w i l l  s o m e h o w  a f f e c t  m u n ic ip a l  fu n d in g .  
I've a s k e d  t o  s e e  t l i i s  r u le ,  b u t  s o  f o r  n o  o n e

! Speek ing of n iche metkUt,' I t ftM  I've found 
j Mr wefts.'
h a s  c o m e  u p  w i t h  it .

M a n y  H U D - f i n e n c e d  p r o j e c t s  h a v e  
o n ly  a  p e r c e n t a g e  o f  t h a  u n i t s  t h a t  a r e  r e v ­
e n u e  r e s tr ic te d . I f  r e n t e  a r e  t i e d  t o  H U D  
c r it e r ia ,  t h e y  a r e  a n n u a l ly  a d j u s t e d  fo r  
c o s t - o f - l iv in g  c h a n g e * . A t  p r e s e n t ,  H U D  
B ets  m o n t h ly  r e n t s  a t  n o  b e d r o o m s  —  
$ 5 0 0 ;  o n e  b e d r o o m  —  $ 5 9 1 ;  tw u  b e d r o o m s  
— $ 7 8 3 ;  th r o e  b e d r o o m s  —  $ 1 ,0 9 0 ;  a n d  
fo u r  b e d r o o m s  — $ 1 ,2 8 5 .  T h e s e  r e n t  
p r ic e s  a r e  q u i t e  a  b i t  h ig h e r  L h an  m u c h  o f  
t h e  r e n t a l  m a r k e t  p r e s e n t l y  a v a i l a b l e  t o  
lo w - in c o m e  p e o p le  in  t h e  t in s u b a id iz e d  
market

T h ir d , w h e n  t h e  H o u s e  r e c e n t ly  p a s s e d  
H e v e r a io n  o f  a  b il l  to  p r o v id e  lo w e r  t a x  a e -  
e e s s m e n t s  fo r  lo w - in c o m e  h o u s in g ,  t h e  
m a j o r i t y  c a u c u s  p r e s s  r e l e a s e  s a i d :  
" B a n k s  a r e  n o w  r e f u s i n g  to  f in a n o e  t h e s e  
p r o p e r t ie s  b e c a u s e  t h e y  a r e  n o  lo n g e r  f e a ­
s ib le  u n d e r  t h e  m a r k e t  a s s e s s m e n t  a p ­
p r o a c h .” R s p . L is a  M u r k o w e lr i w a s  q u o te d  
s a y i n g  t h a t  i f  t h e  p r o je c t s  g o  in t o  d e f a u l t  
A la s k a  H o u s i n g  F in a n c e  C a r p , w o u ld  t a k e  
p o s s e s s io n  a n d  p a y  n o  p r o p e i t y  t a x e s .  
L e t’s  lo o k  a t  t h e  fa c ts .

O n c e  t h e s e  n o n - p r o f i t s  t i e  in  w i t h  
H U D , t h e y  g e t  t a x  c r e d it s  fo r  b u i ld in g  
s u p p o s e d ly  n e e d e d  h o u s in g .  A  t a x  c r e d it  i s  
a  d ir e c t  w r i t e - o f f  a g a i n s t  t a x e s  o w e d . T h e  
d e v e lo p e r  m a y  d is c o u n t  t h e  c r e d it s  a n d  
s e l l  t h e m  t o  a  b a n k .  N o n - p r o f it  d e v o lo p e r e  
a r e  o f t e n  g iv e n  lo a n  i n t e r e s t  r a t e s  b e lo w  
w h a t  o t h e r s  p a y in g  f u l l  t a x e s  g e t .  N o n ­
p r o fit s  a ls o  g e t  g r a n t s

T o  s u m m a r iz e :  T h e  b o n k  g iv e n  a  lo a n  
t h a t  i s  s e c u r e d  b y  p r o p e r ty ,  A I I F C  o r

H U D  s e c u r e s  t h e  lo a n  a n d  t h e  b a n k  b u y s  
. t h e  t a x  c r e d it s ,  p r o b a b ly  a t  a  d i s u x m i e d  

r a t e .  N o w  w e  a r e  to ld  t h a t  i f  t h e  n o n -p r o f-  
i t e  a r c  a a a e e e e d  l i k e  o t h e r  p r o p e r ty  owt a r e  
i n  t o w n  t h e y  w i l l  d e f a u l t  a n d  t h o  w  u J e  
h o u s e  o f  c a r d s  w i l l  c o m e  t u m b l in g  dc w n . 
A n d  b a n k s  w o n t  fu n d  t h e s e  p r o je c ts .

A r e  w e  t o  b e l i e v e  t h a t  i f  a n  e x p e r ie n c e d  
b u s in e s s  p e r s o n  g e e s  t o  h ia  b a n k e r  w i t h  a  
p a c k a g e  s h o w in g  t h a t  h e  h a s  a n  a lm o s t  
g u a r a n t e e d  c l i e n t e le  b a s e  a n d  t h a t  A H F C  
w i l l  g u a r a n t e e  t h e  lo o n ,  t h e  b a n k e r  w i l l
say “no”?

S o m e b o d y  m u s t  b e l i e v e  t h e  p o l i i ic ia n a  
a n d  l h e  t a x p a y e r s  a r e  p r e t t y  s t u p i d  to  b e ­
l i e v e  t h i s .

A H F C  i s  w o r t h  b i l l io n s ,  a n d  e v e i y  y e a r  
t h e  L e g is la t u r e  t r i e s  to  g o t  m o n e y  fr o m  i t  
t o  h e l p  in  s t a t e  b u d g e t  p r o b le m s . If i t  t r u ­
l y  d o e s n ’t  p a y  p r o p e r ty  t a x e s ,  l e g r  d a tu m  
s h o u ld  b e  p a a a e d  t o  r e m o v e  t h i s  e x e m p ­
t io n . I t  w o u ld  r e s u l t  in  d ir e c t  a s s i s t a n c e  to  
m u n id p a l i h e e  a t  a  t i m e  s t a t e  m iu u r ip a l  
e e s i e t a n c e  i s  b e in g  c u t  A n d  i f  so rtv ; n o n ­
p r o f it  d e v e lo p e r s  g o  u n d e r  b e c a u s e  t h e y  
h a v e  t o  p a y  th e ir  fa ir  s h a r e  o f  t im e s  —  
w i t h  a l l  t h e  a d v a n t a g e s  t h e y  a r e  g h e n  —
I  w o u ld  s u g g e s t  w e  l e t  t h e m  g o  u n d iT  a n d  
a l l o w  A S H A  to  r e s e l l  t h e  p r o p e i t y  to  
s o m e o n e  c o m p e t e n t .

F in a l ly ,  t h e  L e g is la t u r e  j u s t i f i e s  i ts  a c ­
t io n  b a a e d  o n  “a  d ir e  s h o r t a g e  o f  lo w - in -  
c o m e  h o u s in g  i n  A n c h o r a g e ."  M o s t  o f  l a s t  
y e a r ,  o n e  o f  t h e s e  p r o je c ts  w a s  o f f e r in g  a  
f u l l  m o n t h ’s  r e n t  f r e e  a s  a  m o v e - in  I o n u s  
w i t h  a  s ix - m o n t h  l e a s e .  C u r r e n t ly ,  A n ­
c h o r a g e  N e ig h b o r h o o d  H o u s i n g  i s  o f i iu in g  
a  l ia t f -m o n t h 's  r e n t  f r e e , a n d  w i l l  t a k e  p e t s  
in  s o m e  o f  i t s  u n i t s .  T h e a e  a r e  n o t  t h e  
s i g n s  o f  a  d ir e  a h o r t e g a  —  t h e s e  a r o  s ig n s  
o f  s o m e o n e  w h o  c a n n o t  f ill h i s  u n it e .  I f  
t h e r e  r e a l ly  i s  a  s h o r ta g e , f e t ’d s t a r t  o u t  b y  
c o n v e n i n g  a l l  o f  t h e  m o d e r a te - ix in o m o  
s u b s id iz e d  h o u s in g  to  la w - in c o m e  u n . te .

T h e  v a s t  m a jo r i ty  o f  t h e  lo w - ir o o m e  
p e o p le  in  A n c h o r a g e  a r e  b e in g  h o u s e d  b y  
t h e  u n e u b o id ix t d  p r o p e r ty  o w n e r  a t  r a t e s  
c h e a p e r  t h a n  H U D  r e n t a l  s c a l e s .  A l o n g  
w i t h  t h e  r e s t  o f  u s ,  t h e s e  b w - i n i o m e  
r e n t e r s  a r e  s u b s i d iz in g  t h e  n o n -p r o f i ls .  I t  
i s  r e p r e h e n s ib le  t o  h a v e  s o m e o n e  w i io  i s  
t r u ly  lo w  i ru n  m e  s u b s i d iz in g  t h e  lifo tify fe  
o f  a  m o d e r a t e - in c o m e  w a g e  e a r n e r .

I f  t h e  L e g is la t u r e  a n d  A s s e m b ly  a r e  i n ­
t e r e s t e d  in  fa ir n e s s ,  I  w o u ld  s u g g e s t  ( h a y  
m o k e  e v e r y o n e 's  a s s e s s m e n t  a d h e r e  to  
t h e  s o m e  c r it e r ia .

Jure, i re Pi pm i» un ArdiM»£» terxllotd whcii-JiU 
to low- sod mate slo-income unsnu without iu «iv- Lnc lux truth L«



Subject: property tax for low-income housing 
Date: Tue, 14 Mar 2000 15:15:35 -0900 

From: "Matt & Wanda Reams" <panhead@ideafamilies.org>
To: <Senator_Sean_Parnell @ legis.state.ak.us>

CC: <Senator_John_Torgerson@legis.state.ak.us>, <Senator_Dave_Donley@legis.state.ak.us>, 
<Senalor_Randy_Phillips@legis.state.ak.us>, <Senator_Gary_Wilkin@legis.state.ak.us>, 
<Senator_Loren_Leman@legis.state.ak.us>, <Senator_Al_Adams@legis.state.ak.us>, 
<Senator_Tim_Kelly@legis.state.ak.us>, <Senator_Jerry_Ward@legis.staie.ak.us>, 
<Senator_Lyman_Hoffman@legis.state.ak.us>, <Senator_Mike_Miller@legis.state.ak.us>, 
<Senator_Johnny_Ellis@legis.state.ak.us>, <Senator_Drue_Pearce@legis.staie.ak.us>, 
<Senator_Jerry_Mackie@legis.state.ak.us>

We have enjoyed living at Spruceview Apartments, an Anchorage Mutual Housing Complex, for the last five years.
We have a three bedroom unit, double car garage and a 
walk-in closet. I have looked several times in the past years 
at similar units, all of which were nearly double what we pay here.
Spruceview has provided our family with quality, spacious
housing that we would not have otherwise been able to afford. M y family, which includes my husband, myself and 
three children, would have needed to live in a much less 
desirable apartment and neighborhood if it were not for 
this low-income family dwelling.
My husband was employed with Harley Davidson for the past 
six years. Two of those years he was their Service Manager.
I have been able to stay at home with my litUe boys to provide a solid, loving family unit.
By describing our home situation I am hoping to paint a picture for you that we are citizens who are caring, and hard-working. We 
arc not in this neighborhood because we are
trying to somehow live off the system. This affordable housing has enabled our family to be a strong, cohesive 
family unit.
We have, following the Anchorage Mutual Housing framework 
reached out to our neighbors in friendship, and we have 
participated in the resident council meetings and gadierings.
This low-income apartment has benefited our family, and 
81 oilier families as well. As you well know, strong families 
help to build strong communities, and strong nations.
I am hoping that you will consider us and the families that have been helped by this low-income family dwelling by 
passing the Bill 272 (a bill supporting fair property taxation for low-income housing.)

Sincerely,
Matt and Wanda Reams 
10601 Ridgemont Dr. #14 
Anchorage, AK 99507 
(907) 522-8286

property tax for low-income housing

3/15/00 8:39 AM
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State Capitol (MS 3100)
Juneau, Alaska 99801-1182

Subject: Property Taxation of Affordable Housing

Dear Senator Torgerson;

We appreciate the time you have given us to listen to property taxation problems 
with the Municipality of Anchorage and its probable effect statewide. We support 
HB 272 which deals with the problem as described by the Municipality and the 
State assessor. The Municipal Administration says the problem is a State law 
problem even though in Hoblit v. Greater Anchorage Area Borough (1970) the 
Alaska Supreme Court held that real property may be valued by the assessor by 
whatever recognized method it chooses. So to many of us involved the real 
issue is that we are faced with changing political whims which are damaging our 
ability to construct quality affordable housing for low income people.

I have discussed this issue with experts from all over the United States and the 
problem has even been discussed with members of Congress, and their general 
reaction is dismay to the problem we have been dealing with for the past three 
years. The actions of the Municipality are a clear deterrent to the free flow of 
capital into our State. Attracting capital into Alaska for real estate development 
and housing has been difficult at best, and we do not have the financial 
resources that most states do to precipitate development. Creating additional 
barriers to commerce and the quality of life of our citizens is beyond the belief of 
most of whom I discuss the subject.

After discussing this issue with Ben Hecht of the Enterprise Foundation, the 
nations leader in affordable housing development, his reaction was that most 
communities in the country will consider total tax exemption to get these funds. 
Most Western states offer total property tax exemption for Affordable Housing 
developed by Non Profits. I am told that Senator Ted Stevens is working at this 
time to increase the program nation wide. So in summary, we request your 
support of this bill

N a t i o n a l  
R a n k ! ,fA l a s k a

March 23, 2000
Corporate Hoadouarters 

P.O. BoxlOOGOO 
Anchorage, AK 99510-0600 

Phone (907) 522-8BGBSenator John Torgerson 
Alaska State Senate

Sincerel^yours,
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D e c e n t  h o u s i n g
C u t th r o u g h  d e b a t e  to  th e  p u r p o s e

T he si site H o u se  h a s  p a sse d  by  a 29-5 vo le  a bill to  k eep
• quality , low -incom e h o u sin g  a v a ila b le  to  A laskan s.
• , h e p . A n d rew  I la lc r o  sp o n so re d  th e  m e a su re , w h ich
• would:
‘ • R eq u ire  c i t ie s  to  ta x  low -incom e p ro p e r tie s  b ased  on 
th e ir  a c tu a l re n ts , not w h a t su c h  p ro p e r t ie s  m ig h t he 
W orth on th e  o p en  m a rk e t.
' • P ro h ib it c it ie s  from  in c lu d in g  fe d e ra l lax  c re d i ts  in 
p ro p e rty  v a lu e s  w h en  do in g  a ss e ssm e n ts .

W hy is th is  im p o rta n t?
. W ithout it , A n c h o ra g e  eould  lose q u a lity , low -incom e 
housing fo r th e  d isa b le d , m e n ta lly  ill, s e n io rs  on  fixed  in ­
com es, p o o r fa m ilie s  s tru g g lin g  to m a k e  e n d s  m ee t and 
peop le  w ho w ould  o th e rw ise  h av e  on ly  th e  s t r e e t  o r  th e  
b ro th e r  F ra n c is  S h e lte r . T h a t 's  b e c a u se  tb c  c ity , s in ce  

’ 1998, lias t r ie d  to  a s s e s s  th e se  p ro p e r t ie s  a t fa i r  m a rk e t 
' value, even  th o u g h  th e y 'r e  no t f re e  to  c o m p e te  in th e  open  
m a rk e t, e v e n  th o u g h  th e ir  p r im a r y  p u rp o se  is no t to m ak e  

'.m oney bu t lo p ro v id e  q u a lity , s a fe  housing .
H e re 's  how  lo w -in co m c h o u sin g  lax  c re d i ts  g e n e ra lly  

-w ork . A n o n p ro fit g ro u p  co n ic s  up  w ith  a p lan  f o r a  b u ild ­
ing. It a p p lie s  fo r  ta x  c re d i ts  to th e  A laska  H ousing  Fi-

• nan ce  C o rp o ra tio n , w h ich  ru n s  th e  p ro g ra m  In A laska  fo r  
th e  fed e ra l g o v e rn m e n t. A l IFC m ay  g ra n t  lax  c re d i ts  up  lo

; 9 p e rc e n t o f  th e  v a lu e  o f  th e  p ro je c t.
L e t's  say  th e  p ro je c t  w il( co s t $1 m illion . A HFC lik es  th e  

’p lan  an d  p ro v id e s  $90,000 in lax  c re d i ts . A bank  o r  o th e r  
.'in v es to r then  b u y s  th o se  c re d i ts  a t a  d isco u n t, u su a lly  
. about 75 c e n ts  on  th e  d o lla r , b e c a u s e  th e  lax  c re d i ts  a rc  

good fo r 10 y e a rs , th a t  m e a n s  th e  b an k  bu y s $900,000 in 
.federal lax  c re d i ts  fo r $075,000. I t  p u ts  tha t $075,000 up 
.fron t to fin an ce  th e  bu ild in g , and  then  q u a lifie s  to ta k e
• $90,(100 o ff its  fe d e ra l ta x  b ill fo r  Die n ex t 10 y e a rs .

T ha t leav es th e  n o n p ro fit nendim* non iim .o ii..

Hawaii ruling holds
W A SH IN G TO N  — Thu 

F ifteen th  A m endm ent, w hich 
w as ra tified  in 1870 fo r the 
p ro te c tio n  of fre e d  s lav es  
and  say s th a t the righ t lo vole 
m ay not lie den ied  on the b a­
sis o f  race , is a  sWord not of­
ten  unshea thed  th e se  days. 
H ow ever, las t w eek it w as 
sh a rp  enough w hen w ielded 
by the S uprem e C ourt to cut 
down a H aw aii law, w hich the 
C lin ton  a d m in is tra tio n  d e ­
fended, tha t said  H aro ld  F. 
K lee and  o th e rs  like  him  
eould not vote in a certa in  
sta tew ide  election.

U n d er H aw aii's constitu ­
tion, onlv "Hmvnfinnc" ru n ni

GEORGE
W ILL
...... Il-H *
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N eighborhood H ousing ' 1 lllnl- llm lei'ni Mi
Banks could stand to lose their investm ents and their tax 

..lirenks. I f  the properties reverted  to AI!lrC, they would be­
c o m e  public housingm id not pay n penny to the city treasury.

Banks and  o th er m ajor Investo rs w on't pu t up a dim e if  
they  have to w orry  about the  city changing its  rules.

City execu tiv e  m anager Eloine C hristian  says the c ity ’s 
position iB tha t it 's  com plying w ith s ta te  law req u irin g  full 

.'and tru e  assessm en ts o f p roperty . Let a ssesso rs and 

.law y ers tang le  in the legal thicket that now faces the 
Board o f Equalization, which is still try ing  to se ttle  the ap ­
peals on th ese  p roperties.

ltcp. I la lc ro ’s bill cu ts  righ t through the th ick et to cont- 
'm on sense. T he Senate should join tiic H ouse in passing  it. 
•And if banks and  p rivu tc  investors a re  w illing to finance 
low-income housing in Anchorage, c ity  officia ls should ap­
plaud, not gel in the way.

S a fe  b o a t in g

M4iVn.|«myiuua lUM/zo-tti p iv -
vided that the term  identical­
ly refers to" — herewith be­
gins the definition or a 
"Hawaiian" — "the descen­
dants of such blood quantum 
of such aboriginal peoples 
which exercised sovereignty 
and subsisted in the Hawai­
ian Islands In 1778 and which 
peoples thereafter continued 
to reside  in Hawaii." The

n iw i i i iv u y r w n o B D ' o p i iu i i i l
joined by Chief Ju s  
William Rchnquist and . 
liccs .Sandra Day O’Con 
Antonin Scalla and Clare 
Thomas (Stephen Brcyer 
David Souter concurred 
the judgm ent, but wrote : 
aratcly), said the Fiftee 
Amendment "is cast in fur 
m ental te rm s" that g r  
"protection to all persons,

W ant to  help the  po
WASHINGTON — Two 

years ago a t a Texas conven­
tion, the president of a large 
petroleum  company walked 
up to m e and said, "I just 
bought gasoline for 68 cents a 
gallon."

I asked 1dm how lie man-
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-co m es from  AHFC loans, o ilie r  p ro g ra m s  o r  g ra n ts .
'*• W ithout su b s ta n tia l p r iv a te  in v estm en t, th e  housing  
•do'csn’t happen . Ami w itho u t th e  lax  in cen tiv e , p r iv a te  in- 
y cstn ic iit d o esn ’t h a jipen . . ■ • • ;•;•••
1* VVIial dues an  A n ch o rag e  p ro p e r ty  tax  a s s e ssm e n t h av e  

t tp do w ith th is?  I f  A n ch o rag e  can  lax  th e se  p ro p e r t ie s  to 
the  m ax — ra th e r  than  a c c e p t th e  $500,000 in p ro p e r ly  ta x ­
e s  I hey now p ro v id e  — it can  pul them  out o f  b u s in e ss  an d  
p re c lu d e  any  new  p ro je c ts .

T h e re  a re  15 la x -c rc d it p ro p e r tie s  in A nchorage . T h ey  
-p ro v id e  1,2.15 u n its . S om e of th e se  p ro p e r t ie s  face  a 
$50,000 ta x  in c re a se , a c c o rd in g  to J e f f  Ju d d  o f  A n ch o rag e  

tM u tu a l H ousing , w hich  o p e ra te s  se v e ra l o f  th em . F if ty  
T h o u san d  is enough  to  b a n k ru p t "a p ro p e rty  th a t’s  p en c iled  
dow n lo (he g n a t’s  e y e b ro w ."  T h a t's  how E le a n o r A n d rew s 
d e s c r ib e s  th e  f in a n c e s  o f  th e se  p ro je c ts . M s. A n d rew s
w o rk s  w ith  bo th  A n ch o rag e  M utual H ousing  and  A nchor-

 '

   yc-.ii i / / o  is scuiiiinl bccittisr
ig ib lc to  vole fo r the  n ine it w as then  tha t Ja m e s  Cook, 
tru s te e s  who ad m in is te r pro- th e  B ritish  cap tain , a rr iv ed , 
g ra m s re s tr ic te d  fo r the hen- beginning th e  opening nI fli«• 
c li l  o f " iiaw aiia iis"  and "na- islands to novel and di-.as 
tivc  Iiaw aiia iis."  Kiec, a Cap-- - tro u s d iseases and, even tual 
casian  w hose uncestors cam e • ly, tou rists, 
lo H aw aii in 1831, w as not cl- D enied the  lig h t to vole
ig ib le, even  though, as Jus- fo r the  tru s te e s , K iec w ent to 
lice  A nthony K ennedy d ry ly  a fed e ra l co u rt, a rgu ing  ihai 
no ted , K iec is "a  citizen o f th e  denial violated th e  Four- 
Jlnw aii and thus h im self a Icculli A m endm ent's gu,-non 
H aw aiian  in a w eli-acceptcd tee u r equal p ro tection  o f U r  
sen se  o f th e  te rm ."  law s, and  th e  F if te e n th

T he tex t o f tiic p e rtin en t A m endm ent. K iee lost in Umi 
s ta tu te  shou ld  m ake any  court, and  an appeals court, 
A m erican  wince, I t defines a  bu t the  S uprem e C ourt, find- 
"n a tiv e  H aw aiian" as "any  ing the  F ifteen th  A m e n d n m i 
d esce n d an t o f not less than su ffic ien t g round  fo r de-id - 
onc-half g a r t o f  lhe races  in- ing, ru led  7-2 fo r Kiec. 
h a b itin g  th e  H aw aiian  Is- W riting fo r the m alo riiv



Affordable Mousing Assessments (HB 272)

Subject: Affordable Housing Assessments (HB 272)
Date: Mon, 20 Mar 2000 15:55:26 -0900 

Froui: "Jeff Judd" <jeffju@akamha.org>
To: <Senator_Sean_Parnell@legis.stale.ak.us>, <Senator_John_Torgerson@legis.slate.ak.us>, 

<Scnalor_Dave_Donely@legis.state.ak.us>, <Senator_Randy_Phillips@legis.sLate.ak.us>, 
<Senator_Pete_Kelly@legis.state.ak.us>, <SenatorJLyda_Green@legis.stale.ak.us>, 
<Senator_Gary_Wilken@legis.stale.ak.us>, <Scnator_Loren_Leman@legis.state.ak.us>, 
<Senator_Al_Adarns@legis.state.ak.us>

Dear Senators, th is  Friday, March 24, the Senate Finance Committee is  
scheduled to hear public testimony to consider the merits of House B i l l  272 
sponsored by Representative Halcro and others. As I  believe you may be 
aware, HB 272 deals w ith  the method in  which “affordable housing 
p rop e rtie s ," tha t is  housing tha t serves low income fam ilies, special needs 
persons, and homeless persons, are assessed by loca l governments. As a 
condition of the financing and rece ip t of Federal low income housing tax 
cred its , long term (generally 30 years) le g a lly  binding deed re s tr ic tio n s  
are placed on the property tha t re s tr ic t  is  use to low income persons and 
fam ilies at re s tr ic te d  rent leve ls . This program is  essen tia lly  a State 
program, although funded by the Federal government. As a State-wide program 
i t  is  incumbent tha t the Legisla ture protect and preserve the in te g r ity  and 
use of th is  program. In  doing so great things are accomplished fo r  the 
entire  State (qua lity  affordable housingis created, new tax base is  created, 
economic benefits are derived, reduction in  socia l program costs are 
achieved, e tc .) .  And in  doing so, we generally do not use one s ing le d o lla r 
from the s ta te 's  general fund. To preserve, protect, and promote th is  
valuable program the le g is la tu re  must apply a state-wide approach to how 
such properties should be assessed. An approach that already is  recognized 
as the universal appraisal standard throughout th is  country. The standard 
that recognizes that the "true  and f u l l  value" of such properties, that is  
the "market value", is  that value tha t can be derived as a re su lt of the 
le g a lly  binding deed re s tr ic t io n s . A value tha t a w ill in g  and knowledgeable 
buyer and s e lle r  would be w il l in g  to exchange the property fo r. By passing 
an amendment tha t allows loca l governments to perhaps choose not to use such 
deed re s tr ic tio n s  when deriv ing  the p roperty 's  value would v io la te  sta te  law 
in  that the "true and f u l l  value" w i l l  not be the value tha t would derived.
This argument has already been supported by the findings of Anchorage's 
Board of Equalization in  1995, 1996, and 1997. They determined that the 
f u l l  and true value was in  fac t the deed re s tr ic te d  value. What we are 
asking the le g is la tu re  to do through th is  b i l l  is  to memorialize th is  
find ing so that the a rb itra ry  and capricious opinions of a single person can 
not bankrupt these properties. I  would encourage you not to support an 
amendment tha t sends back to a loca l government the option of choosing a 
method the diminishes the in te g r ity  of th is  State program, wastes State 
resources by increasing the amount of the development GAP that would resu lt 
from such a decision, and qu ite  possibly would resu lt in  add itiona l court 
l i t ig a t io n  invo lv ing the d e fin it io n  of " f u l l  and true" value. I f  I  may 
answer any questions please fee l free to contact me at 248-1321, or email me 
at jeffju@akamha.org. Thanks fo r your time. Je ff Judd, Executive D irector, 
Anchorage Mutual Housing Association.
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March 22, 2000

To: The Alaska Senate Finance Committee

I may have sent you a previous email regarding rent levels in Low Income Housing Tax 
Credit (LIHTC) projects that contain the following:

"Rent payment is guaranteed by AHFC - no worry about loss rent revenues by non­
paying tenants. The tenant pays an amount they can afford based on income with 
AHFC paying the remaining contract amount. The rent level is determined by an 
annual HUD survey of the market. Presently these rent levels are: one bedrooms - 
$591, two bedrooms - $763, three bedrooms - $1,090."

That statement is incorrect for the LIHTC projects and I wish to correct it. The subsidy 
programs I have experiences with had contract rents based on the annual HUD survey of the 
market. Those rental rates are really higher than market according to the charting I do on the 
rates found In the classified of the Anchorage Dally News. There are a number of programs 
by HUD and AHFC. You really have to do a lot of study to understand how an investor 
benefits or fails to benefit from each. I don't want to be a party to giving out erroneous 
information as the proponents of this legislation have done. Andrew Halcrow brought the 
error to my attention that forced me to do some more homework. I'll provide you the correct 
information below.

After having looked further into the matter, my opposition to HB 272 has been strengthened.

My primary objection to HB 272 is that It Is special Interest legislation. Its purpose is to 
provide special favor to the banks and a select few investors at the expense of all other 
property owners. I am not opposed to providing affordable housing for those who need 
assistance. But there must be a better way than making exceptions to the state statutes that 
relate to taxation. I'm sure you are aware that nationally there are movements to simplify the 
income tax codes. There are 33,000 pages of federal tax codes that no one understands 
which have been enacted over the years to provide favor to certain interest groups. We don't 
need to follow down that route. If there is a need to change statutes, it should be to benefit all 
property owners.

I made a trip to the Municipality of Anchorage Assessors office and read AS 29.45.110(a), 
which states "properties must be assessed at full and true value". I talked to the appraisers 
who believe they are in compliance with the statute and have no other alternative but to 
assess the LIHTC projects like all other income properties. There have been court cases 
around the country that support their interpretation. They stress virtually all tax assessors in 
the state support their position.

The owners of low-income housing projects failed in their attempts with the MOA Board of 
Equalization to have the LIHTC projects assessed on an actual income basis. Having failed in 
those attempts, they turned their efforts to having AS 29.45.110 amended to force a change 
in the methodology of appraising. They were successful in gaining the support of Andrew
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H a lc row  a n d  N o rm  R o k e b e rg  to s p o n s o r  HB  272, w h ic h  h a s  b e e n  s u c c e s s fu lly  p a s s e d  ou t of 
th e  H o u s e  in to  you r trus ted  h a n d s .

It's im p o rta n t y o u  k n ow  tha t s o m e  o f th e  in fo rm a tion  tha t w a s  p ro v id e d  to H a lc row  by  th e  b ills  
p ro p o nen ts , fo r th e  H o u s e  to u s e  in m ak in g  the ir d e c is io n , w a s  fa ls e . In m y  b r ie f in ve s t ig a t io n  
I le a rn e d  th e  be low :

T h e y  w e re  g iv e n  a  le tter from  th e  A la sk a  H U D  office d a te d  7/20/00 a n d  s ig n e d  by  the  
A cting  D irec to r , C o m m u n ity  P la n n in g  a nd  D e v e lo p m e n t  D iv is io n . A m o n g  th e  
e r ro n e o u s  in fo rm a t io n  in tha t le tter w a s  "the M unicipal Assessor's  treatm ent o f annual 
assessm ents o f the value o f affordable housing pro jects in A nchorage is inconsistent 
with the M unicipality 's p ledge to increase the stock o f a ffordable housing  within the  
ju r isd ic tio n ." Y es te rd a y , I v is ite d  w ith P au l J o hn so n , A cting  D ire c to r o f th e  A la sk a  
H U D  o ff ice  a n d  a s k e d  h im  a b o u t tha t letter. H e  sa id  h e  h a s  h a d  to e xp la in  to a  
n u m b e r  of p e o p le  tha t th e  in fo rm a tio n  c o n ta in e d  in tha t le tter re g a rd in g  H U D ’s  v ie w  of 
th e  M un ic ip a lity 's  tax p o lic y  is  in error. Mr. J o h n so n  e x p la in e d  tha t th e  in fo rm a tio n  
w a s  th e  author's o p in io n  a n d  no t a  H U D  po licy  pos it ion . H e  fu rther e x p la in e d  H U D  
d o e s  no t ta k e  a p o s it io n  on  lo c a l a s s e s sm e n t  m atters . In fact, h e  p o in te d  ou t tha t 
when R o o s e v e lt 's  National H o u s in g  A ct was passed in 1937 it specifically prohibited 
in te r fe re n ce  w ith lo c a l tax p o lic ie s .

T h e  H o u s e  w a s  to ld  th a t if a  L IH T C  p ro je c t w e re  fo re c lo s e d  on  it w o u ld  b e c o m e  tax- 
e x em p t. A n  ed ito r ia l in th e  A n c h o ra g e  D a ily  N ew s  states: "If the  p roperties reverted  
to AHFC, th e y  w ould becom e pub lic  housing end not p a y  a p enny  to the c ity  
treasu ry ." That Is  not entirely true. It is true tha t A H F C  ow n e d  & o p e ra te d  p ro je c ts  
do no t p a y  p roperty  ta x e s  ju s t  a s  property  ta x es  a re  no t p a id  on  s ta te  ow n ed  
property . I don't k n ow  th e  sta tu te , bu t sta te  law  d e te rm in e s  tha t. M y e x p e r ie n c e  is 
tha t if a  p ro perty  is  f in a n c e d  u n d e r  a p ro g ram  tha t req u ire s  th em  to  p a y  ta x e s  th e y  
c o n t in u e  to p a y  ta x es  du r in g  th e  fo re c lo s e d  pe r iod . A S  29.45.030 s h e d s  ligh t on 
e x em p t io n s . D u r ing  th e  la te  '80's m y  firm  m a n a g e d  a  s ig n if ic a n t n um b e r  of 
fo re c lo s e d  p ro p e r t ie s  tha t h a d  A H F C  a nd  FH A  lo ans . M a n a g em e n t  c o n tra c te d  by  the  
s e rv ic in g  b a n k s  w a s  a u th o r iz e d  to co n t in u e  pay ing  p roperty  ta x e s  du r ing  the 
fo re c lo s e d  p e r io d .

I do  no t h a v e  t im e  to m a k e  a  s tud y  o f a ll L IH T C  p ro je c ts  no r d o  I h a v e  a c c e s s  to in fo rm a tio n .
I wa6 given some information of the Brighton Park project and will share some of what I 
le a rn ed .

Fo r te n a n ts  to qua lify  to ren t in  a  L IH T C  p ro je c t the ir fam ily  in c o m e  m u s t n o t e x c e e d , e ith e r 
50% or 60%  o f th e  M ed ia n  A re a  A n n u a l In c om e  (H U D  T ab les) . R e n ts  a re  res tr ic ted  to 30% of 
that figure. Brighton Park is a 3 bedroom project with carports, so I'll use a 4 member family 
to s h ow  w h a t tha t m ea n s :

In c om e  L im it 
V e ry  L ow  In c o m e  (50%) L im it $29,650
Low  In c o m e  (60%) L im it $35,400

R e n t
$771
$925
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M y ch a rt in g  o f  m o n th ly  re n ta l ra te s  fo r 3 b e d ro o m  u n fu rn is h e d  un its  in A n c h o ra g e  in d ic a te s  
a n  a v e ra g e  o f $904. S o , th e  re s tr ic te d  ra te s  a re  n o t th a t fa r b e lo w  m a rk e t . T h e s e  un its  a re  
la rg e r, h a v e  g a r a g e s  a n d  h a v e  m o re  a m e n it ie s  th a n  th e  a v e ra g e  A n c h o ra g e  3 b e d ro o m  
a p a r tm en t . M y  in fo rm a t io n  in d ic a te s  B r ig h ton  P a rk  o n ly  a c c e p ts  th o s e  tha t m e e t  th e  60%  
lim it. T h o u g h  th e y  w e re  b u ilt fo r fa m il ie s  re q u ir in g  3 b e d r o o m s , a  fr ie n d  to ld  m e  th a t w h e n  
th e y  c a lle d  th e  p ro je c t , th e  re s id e n t  m a n a g e r  th e re  to ld  t h e m  w e r e  o n ly  25 c h ild re n  h o u s e d  in 
th e  p ro je c t .

A n o th e r  r e a s o n  I o b je c t  to s p e c ia l t r e a tm e n t is th a t th e  d e v e lo p e r s  w e n t  in to  th e s e  p ro je c ts  
w ith  th e ir  e y e s  w id e  o p e n . T h e y  d id  th e ir  p ro je c t io n s . T h e r e  w e re  a p p ra is a ls . T h e y  k n ew  
w h a t th e  ru le s  w e r e  a n d  th e y  s h o u ld  h a v e  p a d d e d  th e ir  p ro je c t io n s  for ru le  c h a n g e s  & 
o p e ra t in g  c o s ts  in c r e a s e s . T h e  n u m b e r s  in d ic a te  s ig n if ic a n t  front-end p ro fits  w e re  m a d e  on  
th is  p ro je c t . A c c o id in g  to  in fo rm a t io n  from  th e  A H F C  f in a n c in g  d o c um e n t , th e  to ta l 
d e v e lo p m e n t  c o s ts  w e r e  $10.02 m illio n . L is te d  in  th e  d e v e lo p m e n t  co s ts , w e re  o v e r  $2.3 
m illio n  in  G e n e r a l/ C o n t in g e n c y , D e v e lo p e r 's  F e e s  a n d  O v e r h e a d , A rch ite c t f e e s  a n d  
E n g in e e r in g . W ith  o v e r  $10 m illio n  In co s ts , B la ck- Sm lth  & R ic h a rd s  o n ly  a p p ra is e d  It fo r 
$5.7 m illio n . T h e  to ta l d e b t  s e r v ic e  a c c o rd in g  to m y  s o u r c e  w a s  to b e  a s  fo llow s:

A H F C  1st D O T  to N B A  @  6 .5 %  $4,800,000
A H F C  2nd D O T  to  N B A  @  1 .5%  475,000
-Deferred  D e v e lo p e r 's  F e e  (3rd D O T )  1,300,000
-Land S u b o r d in a t io n  (4th D O T )  500.000

T o ta l $7,075,000

That's a  124% lo a n  to v a lu e . If y o u  ta k e  aw a y  th e  3rd a n d  4th DO T 'S , w h ic h  I u n d e rs ta n d  is 
"soft loans"  to  b e  p a id  o n ly  if th e re 's  c a s h  flow , th e re  is  still a  93%  LTV . N o  in v e s to r  w o u ld  g o  
in to  th e s e  p ro je c ts  e x p e c t in g  to e n jo y  a  c a s h  f low . Developers build these projects 
because they make their money up front and the banks finance them because the tax 
credits are lucrative. I q u o te  from  m y  A H F C  d o c u m e n t  - "this p ro je c t  w ill b e  e lig ib le  for 
$528,612 in  lo w  in c o m e  h o u s in g  tax  c re d its  p e r  a n n u m , fo r te n  years" . W ith  a lm o s t  $5.3 
m illio n  in ta x  c r e d its  a n d  lo a n s  u nd e rw r itte n  by  A H F C , it's h a rd  to  fe e l so rry  fo r N BA . I h a v e  
c o n c e r n  th a t th e  f in a n c in g  on  th e s e  p ro je c ts  a re  d e s ig n e d  fo r th e  p ro je c ts  to g o  in to  d e fa u lt 
w h e n  th e  tax c r e d its  e x p ire  a t th e  e n d  of 10 y ea rs .

T h e  A H F C  d o c u m e n t  in d ic a te s  th e  19t D O T  w a s  b a s e d  o n  a  d e b t s e r v ic e  c o v e r a g e  ratio  o f 
1 .25%. T h e  c o v e r a g e  is  to p ro v id e  th e  m o r tg a g e e  m o r tg a g e  p a y m e n t  p ro te c t io n  in e v e n t  th e  
n e t  o p e ra t in g  in c o m e  tu rn s  o u t to b e  25%  lo w e r  th a n  p ro je c te d . W ith  a  2nd, 3rd a n d  4th D O T , 
s h o u ld  a n y o n e  e x p e c t  a  c a s h  f low  w h e n  th e  p r o je c t  a p p ra is e d  fo r o n ly  57%  of its 
d e v e lo p m e n t  cos t?  Y o u  w ill a ls o  n o te  th e  3rd D O T  is  th e  d e v e lo p e r  fe e . S p r e a d in g  th e  fe e  
o v e r  10 y e a r s  h a s  o b v io u s  ta x  a d v a n ta g e s , and ; w h a t  is  th e  in te re s t ra te  p a id  th e  3rd 
D O T?  I le a r n e d  a t th e  m u n ic ip a lity  th a t B r ig h to n  P a rk  h a s  a n  a s s e s s e d  v a lu e  th is  y e a r  o f 
$4.9 m illio n . T h a t is  $800,000 le s s  th a n  a  1996 a p p ra is a l b y  3 la ck- Sm ith  & R ic h a rd s . S o , 
th e re  is tax  r e lie f  a lre a d y .
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O n e  s h o u ld  a s k  w h y  th e  co n s tru c t io n  c o s t  a re  s o  m u c h  m o re  th a n  th e  a p p ra is e d  v a lu e . T h e  
H U D  m a n u a l h a s  th e  a n sw e r  - "Credits are b a se d  on the  actua l construction, rehab ilita tion  o r  
acquis ition  w ith rehab ilita tion  costs assoc ia ted  w ith the  nu m be r o f  units set-aside fo r  low - 
incom e u se ."  U s in g  th e  $10.02 d e v e lo p m e n t  c o s ts , th is  p ro je c t's  p e r  a p a r tm e n t c o s t  w a s  o v e r  
$125,000 w h e n  y o u  c o u ld  h a v e  b ro ug h t d e c e n t  w e ll m a in ta in e d  a p a r tm e n t b u ild in g s  (of 
a dm it te d  le s s e r  qua lity) in th e  $30 - $40,000 ra n g e .

T h e  L IH T C  p ro je c ts  a re  a lr e a d y  h e a v ily  s u b s id iz e d . F irs t, s o m e  o f th em  a re  s e t  up  a s  n o n ­
profit. S e c o n d , th e  f in a n c in g  is  p ro v id e d  b y  ta x- exem p t b o n d  fu n d s . Th ird , s o m e  o f th e  
te n a n ts  liv in g  in  th e  p ro je c ts  h a v e  b e e n  is s u e d  v o u c h e r s  w ith  re n ts  p a id  by  ta x p ay e rs . F ou rth , 
a re  th e  tax c r e d its  p ro v id e d . N ow  th e y  w a n t p ro p e r ty  tax  re lie f. H o w  m u c h  s u b s id y  is  e n o ug h?

T h o s e  k n o w le d g e a b le  in  re a l e s ta te  in v e s t in g  u n d e r s ta n d  th a t th e  ab ility  to c a s h  f low  d o e s  no t 
d e te rm in e  th e  re a l v a lu e  o f th e  in v e s tm e n t . B e c a u s e  o f th e  c om p le x ity  o f th e  fe d e ra l tax  
c o d e s , m o s t  p e o p le  w h o  in v e s t o r c o u n s e l in R E  in v e s t in g  h a v e  c o m p u te r  so ftw a re  to 
c a lc u la te  th e  re a l ra te  o f re tu rns . I p a id  o v e r  $2,000 fo r s u c h  a  p ro g ram . If y o u  p ro v id e  m e  
d e ta ile d  In fo rm a t io n  to  In c lu d e : a ll d e v e lo p m e n t  c o s ts , d e p r e c ia t io n  s c h e d u le s  s e t  u p  b y  th e ir  
C P A , lo a n  a m o u n ts  w ith  te rm s , a m o u n ts  in v e s te d  b y  e a c h  in v e s to r , m a rg in a l tax b ra c k e ts  o f 
e a c h  in v e s to r , in c o m e  & e x p e n s e s  for e a c h  y e a r  o p e ra te d , I'll p ro v id e  a  c o m p le te  a n a ly s is  to  
in c lu d e  e a c h  in v e s to rs  In te rna l R a te  o f R e tu rn . T h e n  o n e  c a n  b e tte r ju d g e  w h e th e r  a d d it io n a l 
ta x p a y e r  s u b s id y  is  n e e d e d .

T h e  p ro p e r ty  ta x  in it ia t iv e  c a p p in g  th e  m ill ra te  a t 10%  th a t w ill b e  o n  ih e  b a llo t in N o v  if it 
p a s s e s , w ill p ro v id e  s ig n if ic a n t ly  m o re  tax re lie f th a n  w ill H B  272. That's a n o th e r  r e a s o n  I 
th in k  th e  b ill s h o u ld  b e  s h e lv e d , a t le a s t untii th e  o u t c o m e  o f th e  in it ia t iv e  is  k now n .

I w a n t to re- em p h a s is  th a t I d o  n o t o p p o s e  in  g e n e ra l th e  v e d  to p ro v id e  a ffo rd ab le  h o u s in g  
to  p e o p le  w h o  q u a lify  in th e  low  to m o d e ra te  in c o m e  le v ^ '  W h a t  I d o  o p p o s e  a re  ew urts to 
p ro v id e  s p e c ia l b e n e f it s  to a  s e le c t  few . B e tw e e n  fe d e ra l, s ta te , m u n ic ip a lity  a n d  n a t iv e  
c o rp o ra t io n s  th e re  a re  n u m e ro u s  p ro g ram s  to  p ro v id e  a ffo rd a b le  h o u s in g . T h e  A H F C  
p ro v id e s  f in a n c in g  fo r a  n u m b e r  o f p ro g ram s . It a p p e a r s  th e re  is  lim ite d  c o o rd in a t io n  a n d  
c o m m u n ic a t io n  b e tw e e n  th e  en t it ie s . T h e re  s h o u ld  b e  a  s ta te  le v e l b lu ep r in t on  p ro v id in g  
a ffo rd a b le  h o u s in g  fo r a ll A la s k a n s . S h o u ld  th e  S ta te  o f A la s k a  c o n t in u e  to e x em p t  th e  
A la s k a  R a ilr o a d  a n d  o th e r s ta te  o w n e d  rea l e s ta te  from  lo c a l ta xa t io n , or; s h o u ld  th e  s ta te  
a d o p t th e  fe d e r a l a p p ro a c h  o f ta k in g  a  m o re  h a n d s  o ff o f lo c a l ta x  po licy?  D o e s  th e  g o v e rn o r  
h a v e  a  p o lic y  o n  h ous ing?  S h o u ld  th e  le g is la tu re  ta k e  th e  le a d  cra ft ing  a  po licy?  I don't h a v e  
th e  a n sw e rs  - p e r h a p s  y o u  do . If y o u  d o  n o t h a v e  a n sw e rs , I u rg e  y o u  to s h e lv e  H B  272.

R e s p e c t iv e ly , W ile y  B ro o k s
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April 11,2000

Senator Sean Pamell
Senator John Torgerson
Co-Chairs Senate Finance Committee

Re; HB 272 “Dire Need”

Dear Senators;

Sponsors of HB 272 claim there is a “dire need “ for construction of more of this housing 
and that special tax consideration is needed because they cannot raise rents to accomodate 
increasede tax assessments.

From AHFC loan request May 16,1996 Three bedroom units rents “will be established 
at $860 per month.”

Same project Anchorage Daily News classified ads:

Feb. 8,2000 Three bedroom rents includes basic cable $750 per month 

April 11,2000 Three bedroom rents includes basic cable $800 per month

Rents are below the projected level.

If there is a dire need for this housing the law of supply and demand must have been 
rescinded.

Signed,

Jerome Pape



Mr. Speaker, I rise in support of HB 272. This legislation 

would set in state law the formula for assessing federally 

qualified low-income housing.

Until 1998, local governments throughout the state of Alaska 

were assessing low-income housing based on its federally 

restricted rental income.

In 1998, the Municipality of Anchorage changed its formula

for assessing low-income housing. The formula is now
.;vW a' c*aia

based on the market value of the units. Unfortunately, c K 

because these units have deed restrictions on the amount of 

rent they can charge, the non-profit organizations who 

sponsor these housing units cannot raise rents to compensate 

for the increase in property taxes.



This places these low income housing units in jeopardy.

This also places all the units throughout Alaska at risk. 

Banks state wide are refusing to finance these projects 

anywhere in the state without a uniform taxation policy.

Additionally, the City and Borough of Juneau has tried to 

change its assessment policy in the past. Fortunately, the 

non-profits here in Juneau were successful in their appeal to 

the local board of equalization. The threat to low-income 

housing is out there.

This is the standard approved by the Uniform Standards of 

Professional Appraisal Practice.



All other local governments are currently assessing low- 

income housing based on their deed restricted rental income. 

While all communities are effected by the Municipality of 

Anchorage policy, Anchorage is the only city affected by this 

legislation because all other communities properly assess 

their federally qualified low-income housing.

We need to support low-income housing projects. Most of 

the rental housing in Alaska was built during the pipeline 

boom and targeted at single men and women.

We now have more small families looking for housing. Low 

paying service industry jobs are replacing high wage oil field 

jobs now require we support affordable housing initiatives.



Other states have entirely exempted low-income housing 

from local property taxes. Washington, Oregon, California, 

and Hawaii all have done so. HB 272 does not go that far. 

This bill only requires the assessor take into consideration 

the rent restrictions on these properties.

HB 272 fills the need for affordable housing and I would ask 

the members to support passage of this important 

legislation.



A S S E S S M E N T  C O M P A R IS O N S  F O R  R E N T  R E S T R I C T E D  A F F O R D A B L E  A P A R T M E N T S

APPEAL U PRO PERTY
1996 B.O.E, 

VALUE
1997

A SSESSM ENT
INITIAL 1998 

ASSESSM ENT
1997 TO 1998 

INCREASE
REVISED 1998 
ASSESSM ENT

FINAL
INCREASE

INCREASE  
OVER BOE

152 Southside Seniors N/A N/A $2,066,600 N/A $1,730,000 N/A N/A

1469 Spruce View Apts. 3,122,000 3,600,000 7,975,600 121.54% 6,800,000 88.89% 117.81%

1470 Adelaide SRO N/A 1,182,700 1,286,200 8.75% 1,215,000 2.73% N/A

1473 Hampstead Heath Apts. 3,522,000 3,322,600 6,357,800 91.35% 4,760,000 43.26% 35.15%

1474 Merrill Crossing 1,281,000 1,319,200 2,919,400 121.30% 1,634,000 23.86% 27.56%

1475 Panoramic View Apts. 3,240,000 2,683,200 5,727,200 113.45% 4,894,000 82.39% 51.05%

1478 Stephens Park Apts. N/A 5,945,200 6,511,500 9.53% 6,490,000 9.16% N/A

1480 Garden Villa Apts. N/A 2,102,500 2,386,100 13.49% 1,732,000 -17.62% N/A

1800 Access Apts. 1,427,000 1,748,700 3,210,500 83.59% 2,310,000 32.10% 61.88%

1801 Hillpcint Apts. N/A 745,200 2,117,700 184.18% 843,000 13.12% N/A

2205 Brighton Park Apts. N/A N/A 5,983,000 N/A 4,900,000 N/A N/A

TOTALS $46,541,600 $37,308,000

A V E R A G E  I N C R E A S E
$22,649,300

8 3 .0 2 % 30 .8 8% 5 8 .6 9 %

D if f e r e n c e  Between 1997 & 1998 Assessments + $14,658,700 
o r a p p ro x im a te ly  $266,000 in  p ro p e r ty  ta x e s .
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Date Referred to Committee: February 15, 2000 FURTHER REFERRALS:

Date of Committee Action: N I  o o ___

The FINANCE Committee considered: HB 277

HOUSE BILL NO. 277 RETIREMENT BENEFITS FOR RE1HIRED TEACHERS

"An Act relating to payment of retirement benefits for subsequently rcemployed retired members of the teachers’ 
retirement system."
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The fiscal impact of this legislation is difficult to quantify for the following reasons:

1. The Teachers’ Retirement System (TRS) is funded with rates charged against the salaries of 
active members (certificated teachers and administrators), and earnings from fund 
investments. Teachers currently pay 8.65% and employers pay 12% of salary into TRS.

The State of Alaska employs only approximately 100 of the 9,300 active TRS members. The 
rest of the members are employed by Alaska school districts. Therefore, the fiscal impact of 
any legislation falls on school districts, not the State of Alaska. Since a fiscal note reflects 
the cost of legislation to state government, even legislation with a high cost to TRS could 
show minimal fiscal note impact.

2. Currently, when a retired TRS member returns to TRS covered employment, the member’s 
retirement benefit is suspended until the member again retires. Under this legislation, the 
benefit would no longer be suspended, so the member would receive a TRS retirement check 
and a TRS employer paycheck. System demographics indicate that relatively few TRS 
retirees currently return to employment covered by TRS. If this were to continue, our 
actuaries have estimated that the legislation would only increase TRS rates by approximately
0.01 percent of payroll. If this were the case, the long-term employer contribution rate of 12 
percent of payroll would be adequate to fund the System.

However, relieving the penalty for retired members to come back to work may increase the 
number who choose to do so. We asked our actuaries to quantify the possible impact if this 
occurs.

Our actuaries focused on the portion of the population for whom the legislation produces a 
measurable cost increase -  members who earn 20 years of service before otherwise becoming 
eligible for retirement. We found that for these members, retiring when they first achieve 20 
years of service, returning to work for two years and then re-retiring incr ̂ ases the liability 
associated with their benefits by about 10%. If half of the members elect 'o do this, we 
estimate that the annual cost increase would be approximately 0.75% of tonl TRS payroll. 
The cost increase is roughly proportional to the assumptions. For example, if all employees 
who attain 20 years before other retirement eligibility return to work for 2 years, the cost 
increase should be about 1.5% of payroll. Moreover, if the period of return is doubled, so is 
the cost.

House Bill 277

Page 2 o f 2



ASSOCIATION OF

A L A S K A
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A d v o c a t e s  f o r  A l a s k a ’s  Y o u t h

P O S T IO N  P A P E R  
IN  S U P P O R T  O F HB 2 7 7

The Association of Alaska School Boards 'M SB ) supports House Bill 277, sponsored by 
Rep. Halcro. The proposal addresses a priority issue of AASB-urging the state and 
un ivers ity to address the severe shortage of teachers, specia lists , and adm in istrators in 
Alaska.

AASB be lieves this proposal is a necessary step to entice experienced , retired teachers 
back into the classroom . It  adds another tool to address Alaska's teacher shortage.

Specifica lly , the proposal a llows retired educators to continue to rece ive retirem ent benefits 
after they've been rehired. Current law requires benefit paym ents be suspended for one 
year when a retired teacher is rehired.

B A C K G R O U N D
There is a national debate go ing on right now over whether or not there is, indeed , a 
teacher shortage. "According to the National Comm ission on Teach ing and America's Future, 
the U.S. is not facing a teacher shortage ...IF  you're in the right geograph ica l area and IF 
you need teachers that are not in the high dem and areas," says Mary Ellen LaBerge, 
University of Alaska/Fairbanks' Alaska Teacher P lacement Office. "That's good for districts in 
the Seattle area or for districts looking for e lem entary leve l teachers. It's not good if you're 
in Alaska and looking for m athematics teachers, special education teachers, counselors, 
adm in istrators, English teachers and science teachers."

Alaska's recent Retirem ent Incen tive  Programs gave school districts short-term financia l 
relief, but at a price. I t  exascerbated the teacher shortage in Alaska.

Some add itiona l issues and remed ies to consider:

- estab lish ing licensing reciprocity across states. Alaska recently s igned the NASDTEC 
Interstate Contract, an agreem ent which facilitates the m ovem en t of educators among the 
various states which have signed the contract. Goes into effect in June 2000.

—alternatives to licensure.

—sign ing bonuses, raising salaries, or at least com pensating educators for years of 
experience when they arrive in a district.

—nationa l recru itm ent in it ia t ives , stream lined hiring procedures, on line  information 
techno log ies to speed up h iring , scholarship programs and forg ivab le loai to prepare 
candidates in shortage fields, teacher education programs.

[AASB 316 West ll,n St., Juneau, AK 99801-1510 (907) 586-1083 email: aasb@aasb.orq.|



S I T K A  S C H O O L  D I S T R I C T

J a n u a r y  1 7 ,  2 0 0 0

R e p r e s e n t a t i v e  Andrew  H a l c r o  

S t a t e  C a p i t o l ,  S u i t e  4 1 8  

J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

D e a r  R e p r e s e n t a t i v e  H a l c r o :

T h a n k  y o u  f o r  t a k i n g  t h e  t i m e  t o  s e n d  y o u r  p r o p o s e d  l e g i s l a t i o n  t o  m e  f o r  c o m m e n t .  I a p p r e c i a t e  t h e  o p p o r t u n i t y .

T h e  v  h o l e  a r e a  o f  c e r t i f i c a t i o n  i s  f r a u g h t  w i t h  h u g e  i m p l i c a t i o n s .  B o t h  o f  y o u r  b i l l s  d o  a d d r e s s  t h e  n e e d  f o r  a d d i t i o n a l  

( c a c h e t s  a n d  p r o v i d e  p o t e n t i a l  a v e n u e s  t o  s o l v e  t h e  p r o b l e m  s h o r t - t e r m ,  b u t  w e a k e n i n g  t h e  r e q u i r e m e n t s  f o r  c e r t i f i c a t i o n  

e o u l d  h a v e  l o n g - t e r m  i m p l i c a t i o n s  t h a t  a r e  v e r y  d a n g e r o u s ,  r e l e g a t i n g  t e a c h i n g  t o  t h o s e  w h o  j u s t  c a n n o t  g e t  e m p l o y m e n t  

e l s e w h e r e .  1 k n o w  t h a t  i s n ' t  y o u r  i n t e n t i o n ,  b u t  t h e  o u t c o m e  n e e d s  s e r i o u s  c o n s i d e r a t i o n .

Y e s .  w e  a r e  e x p e r i e n c i n g  a  n a t i o n - w i d e  t e a c h e r  s h o r t a g e ,  b u t  A l a s k a  h a s  t a k e n  t h e  p r o b l e m  t o  a  n e w  l e v e l  b y  c a p p i n g  

s a l a r i e s  s i n c e  1 9 8 5 .  F l a t  f u n d i n g  o f  e d u c a t i o n  h a s  h a d  a  h u g e  a f f e c t  o n  w h a t  d i s t r i c t s  c a n  p a y  t h e i r  t e a c h e r s .  W e  a r e  n o w  

n e a r i n g  a  c r i s i s  b u t  w e  a r e  s t i l l  r e f u s i n g  t o  f a c e  ( h i s  r e a l i t y .  I n  S i t k a ,  w h i c h  i s  o n e  o f  t h e  m o r e  a t t r a c t i v e  l o c a t i o n s  t o  r e c r u i t  

t e a c h e r s ,  w c  a r e  h a v i n g  a  v e r y  d i f f i c u l t  t i m e  f i n d i n g  q u a l i t y  t e a c h e r s .  I n  t h e  p a s t ,  w e  c o u l d  e x p e c t  t o  h i r e  o n l y  t h o s e  i n  t h e  

t o p  1 0 %  o f  t h e  p r o f e s s i o n ,  a n d  i n  t i m e s  o f  s h o r t a g e ,  a t  l e a s t  i n  t h e  t o p  h a l f .  T h i s  p a s t  y e a r ,  w e  h a d  a  m o r e  d i f f i c u l t  t i m e  

l i n d i n g  q u a l i t y  t e a c h e r s ,  e v e n  t h o u g h  w c  d i d  a l m o s t  a l l  o f  o u r  h i r i n g  b y  t h e  e n d  o f  M a y !  I c a n  o n l y  i m a g i n e  w h a t  o t h e r  

d i s t r i c t s ,  h i r i n g  i n  t i e ;  s u m m e r ,  t o  m u c h  l e s s  a t t r a c t i v e  s c h o o l  d i s t r i c t s ,  m u s t  h a v e  e x p e r i e n c e d .

T h e  L e g i s l a t u r e  m u : <  b e g i n  a  d i a l o g  o f  h o w  t o  r e s o l v e  t h i s  p r o b l e m .  Y e s ,  i n  t h i s  c a s e ,  m o r e  m o n e y  w i l l  m a t t e r .  F o r  t h e  

p a s t  1 5  y e a r s ,  w e  h a v e  a l l  s a i d  it  i s  n o t  a  m a t t e r  o f  m o n e y .  N o w  i t  i s  b e c o m i n g  e x a c t l y  t h a t !  T h i s  w i l l  b e c o m e  a  c r i s i s  i n  

A l a s k a  d u r i n g  t h e  n e x t  2 - 3  y e a r s ,  a n d  w i l l  e v e n t u a l l y  r e q u i r e  d r a c o n i a n  s o l u t i o n s ,  a l  l e a s t  f o r  t h o s e  o f  u s  w h o  w a n t  t o  s e e  

p u b l i c  e d u c a t i o n  s u r v i v e .  I h a v e  c o m e  t o  b e l i e v e  t h a t  m a n y  w h o  a r e  c u r r e n t l y  m a k i n g  t h e s e  d e c i s i o n s  d o  n o t  h a v e  t h e  b e s t  

i n t e r e s t  o f  p u b l i c  e d u c a t i o n  i n  m i n d  a n d  a r c  d o i n g  t h e i r  v e r y  b e s t  t o  m a k e  i t  c o l l a p s e .  W e  m a y  b e  s e e i n g  t h e  b e g i n n i n g  t o  

t h a t  r i g h t  n o w !

P l e a s e  c o n t i n u e  t o  d o  w h a t  y o u  a r e  d o i n g ,  t o  s o l v e  t h e  s h o r t - t e r m  p r o b l e m s .  B o t h  b i l l s  d o  t h a t  p r e t t y  w e l l ,  w i t h  t h e  H B  2 7 1  

d o i n g  s o m e  q u e s t i o n a b l e  t h i n g s  w i t h  t h e  q u a l i t y  o f  t e a c h e r  c a n d i d a t e s .  B u t  p l e a s e  a l s o  b e g i n  t o  t a l k  a b o u t  t h e  r e a l  p r o b l e m ,  

s a l a r i e s  t h a t  a r e  t o o  l o w  t o  a t t r a c t  c o m p e t e n t  p e o p l e ,  c i t h e r  t o  p r e p a r e  f o r  t h e  p r o f e s s i o n  o r  t o  c o m e  h e r e  t o  t e a c h  a f t e r  t h e y  

h a v e  t h e  c e r t i f i c a t i o n .  A  y e a r l y  a d j u s t m e n t  t o  t h e  p u p i l  e x p e n d i t u r e  i n  t h e  n e w  f o r m u l a  w o u l d  b e  a  g o o d  p l a c e  t o  

s t a r t .  Y e s .  t h e  c r i s i s  i s  n e a r l y  u p o n  u s .  H e l p !

S i n c e r e l y ,

H o l s t  

s u p e r i n t e n d e n t

B o a r d

R e p r e s e n t a t i v e  B e n  G r u s s e n d o r f  

S e n a t o r  R o b i n  T a y l o r

-P  O Box 179 Phone: (907)747-8622r-  nor*
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74 January, 2000

The Honorable Andrew Halcro 
State Capitol, Room 418 
Juneau, AK 99801-1182

Re: HB 277: Retirement benefits re-emploved teachers

Dear Representative Halcro,

Thank you listening to me regarding HB 277. 1 feel this is productive legislation and 
shoLild enjoy the support of your colleagues. As stated in my comments to you, 1 
feel certain issues, if addressed, would make this more productive for everyone. 
Here are a few ideas for your consideration.

• Allow retired TRS members to return to the classroon. and continue to collect 
their retirement stipend.

• Do not make TRS contribution - contribute to Social Security.
• Let school districts decide how to pay - do not legislate.
• Retired TRS members should not earn tenure.
• Allow Districts to issue multi-year (two) contracts.
• Returning TRS members should not earn additional years in TRS.

These changes will allow the teacher pool to increase and save Districts money.

Your efforts with issues addressing education are important and should you require 
information or assistance, please instruct your staff to contact me as needed. I hope 
this session is productive for you and 1 look forward to meeting you again.

Dr. John A. Davis 
Superintendent

cc. J. W alsh

“ O - .  R  M I S S I O N ”
The Mission ol Ihe Bering Strait School District Is to educate students to become sell-sulllclont productive citizens In 
a changing world, recognized lor their social, academic, and marketable skills, by providing standards ol excellence,

. .i • - — - t m r« H lA(n«*lnrn of lOflmlOO.
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A la sk a  C o u n c il of S c iio o l A d m in is t r a to r s

W h e r e  
a r e  m e  
T e a c h e r s ?
W E  N E E D  
A  M O R E  P O W E R F U L  
M A G N E T !
By DarmU Hargrave*.
Executive Director, ACSA

W hat's th e  p ro b lem ?
W h a t ’s g e t t in g  th e  attention?

I  nteresting isn't it? During the past 
1̂ few years, public attention has been 
I focused on funding, construction, stan­
dards. and testing. Each of these issues is 
important. However, whenever superinten­
dents get together to talk about immediate 
and future concerns,another issue tops the 
agenda—the need to recruit,hire,and keep 
certified and qualified teachers and admin­
istrators.

T h e  r e c e n t  a n n o u n c e m e n t  b y  t h e  

U n i v e r s i t y  o f  A l a s k a  t h a t  a  f i v e -  

y e a r  p r o g r a m  w i l l  b e  r e q u i r e d  f o r  

c e r t i f i c a t i o n  w i l l  f u r t h e r  r e d u c e  

t h e  n u m b e r  o f  A i a s k a n s  t o  f i l l  

p o s i t i o n s  i n  o u r  s c h o o l s .

Alaska is not alone. In fact, teacher short­
ages arc entering a critical stage across the 
nation. U.S. Secretary of Education Richard 
Riley consistently expresses a concern 
about the ability of our scf 'ols to attract 
the very brightest and best into education 
careers. As student enrollments continue to 
climb nationally, demand is outstripping 
supply at a time when the hurdles are being 
lifted even higher. For example, the short­
age is becoming even more acute because 
many states are increasing their standards

J a n u a ry  2 0 0 0  Issue

for teachers and some are requiring them 
to have majors in the subjects they teach or 
to pass qualifying tests. The recent an­
nouncement by the University of Alaska 
that a five-year program will be required for 
certification will further reduce the number 
of Alaskans to fill positions in our schools.
Salaries have not kept pace with what tal­
ented people can make outside the class­
room. A recent Quality Counts 2000, 50- 
statesurvey,conducted by Education Week, 
found that one in five college graduates who 
began teaching in 1993-94 left within three 
years.The brightest novice teachers,as mea­
sured by their college-enirance exams, were 
the most likely to leave, the study revealed.

T h e r e  w a s  a  t i m e ,

n o t  s o  l o n g  a g o ,  w h e n  A l a s k a

w a s  a  m a g n e t  f o r  e d u c a t o r s .

What's at stake here? The immediate con­
cern for many educators is having excellent 
teachers in the classroom—preparing stu­
dents to pass exit exams that are looming 
in their future. Even more importantly, they 
are concerned about preparing students for 
life in the 21st century.
There was a time, not so long ago, when 
Alaska was a magnet for educators. Our 
salaries were the highest in the nation. Our 
recruiters could promise adventure, good 
hunting and fishing, and a lifestyle that at­
tracted exceptional talent. Let’s face it. What 
worked in the past is not getting us the 
number and level of certified, qualified edu­
cators we need today and will need in the 
future.
While average teacher salaries in Alaska are 
still abivc the national average, we are now 
caught in what the Nov York Times calls a bid­
ding war. That war has spread from coast to 
coast, and we arc not winning. In fact, we are 
being out-maneuvered as never before. Take, 
for example, the incentives being offered in 
several states. California is offering S10,000

interest-free loans for buying a home,
530.000 bonuses for attaining advanced cer­
tification, and SI 1,000 to repay college 
loans. In Texas,S2,000 signing bonuses are 
becoming commonplace. Southern states 
such as Florida, Georgia and Mississippi 
have districts paying bonuses of up to
56.000 to retain quality teachers.
As crises show signs of becoming catastro­
phes, some state legislatures and state de- 
partmentsof education have gotten the ball 
rolling on bringing retired teachers and ad­
ministrators back into the system. Those 
early retirement incentives that were sold, 
in some case, as a way to remove the "dead 
wood" are now looking more like they've 
caused a "brain drain."
Salaries area major problem,both for teach­
ers and administrators. Alaska’s largest dis­
tricts provide an example of how noncorii- 
petitive our salaries are. These districts have 
budgets, enrollments, numbers of employ­
ees, physical plants, and dcmanJs compa­
rable to large districts outside the state that 
are paying their superintendents nearly 
double. In fact,an Alaska board member re­
cently admitted to the media that their su­
perintendent is underpaid and speculated 
that if the present superintendent left and 
had to be replaced, it would require an ad­
ditional S50.000. Even that level of an in­
crease would be low compared to salaries 
paid in comparable districts outside.
Granted, we need to pay attention to stan­
dards, facilities,and a number of other criti­
cal issues. At the same time, let's not forget 
that our ability (0 attract and keep outstand­
ing teachers and administrators is basic to 
everything we hope to accomplish. Alaska 
needs a constant flow of quality, certifiable 
educators. While the problem may not be 
completely solved during this session of the 
Legislature, we simply must make sure that 
it receives the attention it deserves. The fu­
ture of our kids depends on it.

mailto:acsa@piiala5ka.net


4.5 ADDRESS IN G  TEACHER , SP EC IA L IST , AND 
A D M IN IS TR A T IO N  SHORTAGE

T h e  A ssoc ia tion o f A laska S choo l Boards does he reby  
urge th e  A laska S ta te  Leg is la ture , A laska S tate Board o f 
E d uca t io n , a n d  T e a ch e r  E duca t io n  Program s in  Alaska's 
un ivers it ie s  to  add ress th e  seve re  sho rtage  o f  teachers , 
spec ia lis ts , a nd  adm in is tra to rs in  th e  S ta te  o f A laska.

R a t io n a le . I t  has b een  p a in fu lly  d em onstra ted  th a t a 
severe  sho rtage  o f teachers , spec ia lis ts , a nd  adm in is tra to rs is 
b e in g  e x p e r ie n ce d  in  th e  schoo l d is t r ia s  in  eve ry  reg ion  o f 
A laska. B ecause  o f th e  "flat" fu n d in g  o f schoo l d istricts im po sed  
by  th e  A laska S ta te  Leg is la ture , d is tr icts h a ve  been  fo rced to 
ho ld  sa lary le ve ls  o f teachers a n d  adm in is tra to rs at an e q u a lly  
"flat" le v e l, resu lt in g  in actua l d ecreases in  sa lary le ve ls . S uch  
decreas ing  sa la ry  le ve is  are h ig h ly  d e tr im en ta l to a ttract ing  
n ew  tea che rs  to  A laska and d e tr im e n ta l to  recru it ing  p e o p le  
in to  e d u ca t io n .

I t  is e q u a lly  d iff icu lt u n d e r  th e  fu n d in g  s tructu re  
im posed  o ve r th e  last 10 years to  offer d is tr ic t in cen t ive s  to  
attract tea che rs  a n d  adm in is tra to rs . At th e  sam e t im e , 
s tandards fo r tea che rs  have  b e e n  ra ised s ign if ican tly , m ak ing  it 
m ore d iff ic u lt fo r p ro spec tive  te a ch e r to  ga in  ce rt if ica tion  in 
A laska. In c e n t iv e s  n eed  to be p ro v id ed  by  un ivers it ie s  to  a ttract 
n ew  ca nd id a te s  a n d  by the S tate Board o f Educa tio n  to  a ttract 
n ew  tea che rs  to  th e  state, bo th  to  be fu n d ed  by th e  S tate 
Leg is la ture . I n  a d d it io n , the S ta te  Leg is la ture n eed s  to p ro v id e  
fu n d in g  for d is tr ic t in cen t ive s  to  a ttract n ew  teachers .

A dop ted  1999
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W i s c o n s i n  D e p a r t m e n t  o f  E m p l o y e  T r u s t  F u n d s

R e tu rn in g  to  W ork  A fte r  R e tir e m e n t
El 1-105, Rev. 3/98

Private Employment
As a retiree you can work in private employment and your benefits administered by this Department (retirement and health/lile 
insurance) will not be affected.

Employment With Any WRS Employer After Retirement
To be eligible to receive your retirement benefit, if your new Wisconsin Retirement System (WRS) employment is in a WRS 
covered position, it cannot begin until 30 days after your termination date, your annuity' effective date, or the date you filed your 
application, whichever is latest after your return.
NOTE: If your re-employment is with the same employer you retired from, the 30 day requirement applies regardless of whether 
the new employment is covered under WRS or not.

Re-employment Covered by the WRS
If you arc rehired in a position that meets WRS participation standards after the 30-day requirement, you will have a choice of:

• Remaining an annuitant. If you decide to remain an annuitant, you do not have to take any action.
• Electing coverage under the WRS. If you choose lo be covered by the WRS again, you must file an election form with 

your employer. Your employer will forward your election to the Department. Your annuity will be terminated and your 
WRS coverage will begin effective on the first of the month after the Department receives your completed election form. 
You can elect coverage at any time.

WRS Participation Standards
A position meets WRS participation standards if you are expected to work at least one-third of full-time during one or more years 
For example, if you return to work for the state in a project or limited term employment (LTE) appointment, and are expected lo 
work al least one-third of full-time during at least one year, your position will meet WRS participation standards.

Employment Not Covered by the WRS
• Employment win* a private employer.
• Employment with a public employer that does not participate in the WRS. (All Wisconsin stale employes and most local 

government employes are covered under the WRS, except for non-teaching employes of the City nnd County of 
Milwaukee.)
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• Employment with a WRS participating employer in a position that does not meet WRS participation standards.

Election of WRS Participation
If you file an election lo participate in the WRS, your retirement annuity is terminated effective with the beginning of the month 
after the Department receives your election to participate. Upon terminating WRS employment you can reapply for a retirement 
annuity. At that time you can select any annuity option for which you are eligible, regardless of the option you chose when you 
originally retired.
Your retirement annuity will be recalculated using your new final average monthly earnings (if applicable) for all of your WRS 
employment, including your covered employment after you return to work. The portion of yo tr annuity based on die additional 
creditable service earned after your return to work will be calculated according to the laws in effect on your most recent 
termination date.
Your benefit based on the service earned prior to your original retirement will be calculated according to the laws in effect wnen 
you originally retired. There is one exception; if you have WRS creditable service in at least three continuous years since your 
return lo work, the benefit based on a number of "old" years of creditable sendee, equal to the years of service you have earned 
since your return to work, can be calculated under the laws in effect on your most recent termination date. After it has been 
recalculated, your annuity will be reduced by die value of die payments you received before your normal retirement age. The value 
of your recalculated retirement benefit may be larger than your original benefit, but it can never be less.

Impact on Health Insurance
The following information applies to annuitants insured under the State Group Health Insurance Program, the Wisconsin Public 
Employers Group Healdi Insurance Program, and the Local Annuitant Health Program.
NOTE: If your new employer offers coverage through die State or Wisconsin Public Employers Group Heal'h Insurance and you 
were not previously covered, you must elect WRS participation to be eligible for coverage.
If you do not elect to participate in the WRS, your health insurance coverage will not be affected.
If you elect lo participate in the WRS, you become eligible for the coverage offered to active employes by your employer, and you 
cease to be eligible for the coverage you had as an annuitant (if different). Federal law provides that you have die right to continue 
coverage for a maximum of 36 months by paying the entire premium. When you elect to participate in die WRS, this Department 
will notify you of your right to continue your old coverage for an additional 36 months. However continuation coverage does 
NOT make you eligible to return to your old group coverage when you terminate employment. Therefore, it may be in your best 
interest to enroll in your employer's group coverage as an active employe and review diat employer’s coverage available to you 
upon subsequent retirement.
FOR STATE EM PLOYES ONLY

If your health insurance premiums arc being paid from a sick leave credit account and you subsequently elect to participate in the 
WRS, the dollar amount of your unused sick leave account is frozen until you retire again.
Rc-cmployment as a State Employe:

Any additional sick leave accrued after you elect to participate in the WRS is added to your existing sick leave balance when you 
retire again.
Re-employment with a Local Employer:

When you retire again, you will be considered a local government retiree and will no longer be eligible for coverage under die 
State of Wisconsin Employe's Group Healdi Plan. Any unused sick leave you may have remaining under the state plan is not 
available for use.
When you aga:n terminate employment and arc insured under your new employer's group plan, you are eligible for whatever 
coverage your employer offers to retirees. If you terminate from a WRS employer other than die state, you arc also eligible for the 
Local Annuitant Health Program. Open enrollment is available if you apply for both your annuity and for diis health coverage 
within 60 d-vs of termination. If you were a retired state employe who became a covered WRS employe for a local employer, you



ET-fl05 - Reluming to Work After Retirement htlp://bndccr.siate.\vi.us'agcncics’etf/rf'rfpl3pl22.

may be eligible lo re-enroll in stale group coverage by providing evidence of insurability.

0  Impact on Life Insurance
If you are insured under lhe Wisconsin Public Employers Group Life Insurance program as a retiree and you return to work prior 
to age 70 for an employer who participates in the program, you will continue coverage as a retiree. If you elect to participate in 
the WRS, you will have a choice of continuing your retiree coverage or of applying for coverage as an active employe.
If you apply for coverage as an active employe your coverage will be based on estimated earnings at the time you elect WRS 
participation, and thal coverage will decrease when you again terminate employment in accordance with applicable state statutes. 
You can also apply for Age 70 and Over coverage through Evidence of Insurability if you are age 70 or more at the time you elect 
WRS participation.
Premiums due as an active employe can be deducted from your salary through a participating employer, or they may be paid 
directly to th insurance company. If you are not continuing coverage as a retiree (annuity premium deduction) and your premium 
is not paid when due, your coverage will lapse.

The Department of Employe Trust Funds does not discriminate on the basis of disability in the provision of programs, services or 
employment. If you are speech, hearing or visually impaired and need assistance, call (608) 266-3285 or TTY (608) 267-0676. 
We will try to find another way to get the information to you in a usable form.
Always include your name, Social Security number and date of birth on all correspondence lo this Department.
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April 7, 2000

The Honorable Gene Therriault 
Co-Chairman 
House Finance Committee 
State Capitol Building 
Juneau, Alaska 99801

Re: HB 277 Teacher Retirement

Dear Gene:

The subcommittee you assigned to review potential changes to HB 277 has arrived at a 
solution. It is embodied in version "I of the bill. I have attached a copy of the proposed 
committee substitute for your review.

It was the intent of the subcommittee that the individual school districts would establish 
policies and standards for determining when a shortage in a teaching discipline or specialty 
occurs. Once those standards have been fulfilled, the school district could then self-certify a 
need and rehire retired teachers to fulfill that need.

The subcommittee also agreed that school districts will annually report to the Teachers 
Retirement System the number of retired teachers who are rehired under the provisions of HB 
277. The report should, at a minimum, include the following information for each rehired 
retiree: 1) the specialty or discipline of the teaching position to be filled, 2) the salary at 
retirement, 3) the salary upon rehire, 4) the rehire date, 5) the re-retirement date if applicable, 
and 6) a description of efrorts made to otherwise fill openings. Each school district taking 
advantage of the provisions in HB 277 shall also provide a copy of their rehire policy to the 
Division of Retirement and Benefits. Version "I" of the bill provides that the Teachers 
Retirement System shall report to the legislature within the first 30 days of session any effect of 
HB 277 on the Teachers Retirement System.

Version "I" also includes a sunset clause that takes effect on July 1, 2003 so the 
legislature will be required to review any effect HB 277 may have on the Teachers Retirement 
System.

Sincerely yours

Andrew Halcro
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