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Volume I 
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Section I. Juneau Multi-Family Housing Market Analysis 
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Volume IT 
Appendix. Appendix to the Juneau Multi-Family Housing Market Analysis. 

The recommendations resulting from the study are contained in Section I, the Market Analysis, along 
with the findings and body of the market analysis. Detailed pro forma feasibility analyses and other 
information are contained in the Appendix. Findings of the Juneau Housing Demand Forecast are 
contained in that section, Section II. The last two sections, the Housing and Land Inventory and the 
Community Profile, stand on their own as baseline data for the study. 
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i:~?~ 



Juneau Multi-Family Hou.sing Program 
Feasibility Study 

Executive Summary 

The main purpose of this study is to determine the demand for, and economic feasibility of, 
new multi-family housing in Juneau. A housing demand forecast provides estimates of; 

the current pent-up demand; 

demand due to growth in population through the year 2000; 

additional units required to raise vacancy rates from less than 1 percent to 5 percent; 
and, 

demand necessary to replace multi-family housing destroyed or converted to other . 
uses. 

A market analysis assesses the feasibility of constructing new multi-family housing under 
current rental housing market conditions. It looks at feasibility under the terms and conditions 
of both currently available financing sources and a proposed Alaska Housing Financing 
Corporation (AHFC) financing program for market-rent multi-family housing. 

Most importantly for Juneau City and Borough (CBJ) public policy deliberations, it examines 
the potential effectiveness of: 

municipal financing of multi-family housing; and, 

various changes in CBJ regulations that might reduce housing development costs. 
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Juneau currently has 2,281 multi-family housing units and 8,540 other types of housing units. 
Section II of this study, the Juneau Housing Demand Forecast; estimates demand for 
additional housing through the year 2000 as follows: 

Juneau Housing Demand through 2000 

Multi-Family Other Housing Total Units 
Pent-up demand 180 130 310 
Growth in population 

1994 40 130 170 
1995-2000 395 340 735 

Vacancy rates @ 5 % 155 450 605 
Replacement of housing 140 NA 140 
Planned or in-progress .Ll2ID (146) (304) 

Net demand 752 904 1,656 

The estimates of pent-up demand are conservative. Only a fraction of the pent-up demand of 
Juneau residents and none of the non-resident pent-up demand is included. Except for 1994, 
the demand attributable to growth in population is due entirely to the assumption of 
development of the Aiaska-Juneau (AJ) and Kensington mines. 

Section IV of the study, the Juneau Housing and Land Inventor;, indicates that development 
of buildable acreage in the City and Borough of Juneau at the maximums allowed by current 
zoning could physically support construction of an estimated 12,400 additional housing units. 
This far exceeds the estimated demand of 1,656 units and is also more than the current stock 
of dwelling units in Juneau. 

The feasibility of developing new muiti-family housing is analyzed by evaluating four 
hypothetical projects-two market rent projects, one downtown and one in the Mendenhall 
Valley, and two affordable housing projects in the Valley. The affordable housing projects 
differ in the percentage of units having rents restricted for lower-income households. 

The analysis reveals that none of the projects are feasible under the terms of any financing 
sources examined-either existing ones, AHFC's proposed program, or potential CBJ bond 
issuance. In all cases, total project costs far exceed the value of a project to investors as an 
income-producing property. This is reflected in the fact that estimated rates of return on 
equity arc well below 10 percent before taxes. This would generally rule out for-profit 
developers from undertaking such projects. 
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High project costs also make for high equity requirements that could be expected to prevent 
either for-profits or non-profits from undertaking projects. Any development is likely to be on 
a scale well below the demand for multi-family housing estimated in Section II of this study, 
the Juneau Housing Demand Forecast. 

Breakeven analysis and a review of housing market conditions indicates that breaking the ice 
jam is likely to require changes in CBJ land development and building regulations. It also may 
require sale of land by CBJ with the buyer's payments deferred or limited to available cash 
flow. But CBJ help with raw land might be frustrated by a lack of readily buildable sites on 
most CBJ land. 

If CBJ efforts to reduce multi-family housing development costs were as successful as 
postulated in the best breakeven cases analyzed, projects would begin to look feasible at 
monthly rents of $1,050-$1,250 for two-bedroom units. This is $200-$300 higher than 
current two-bedroom rents of $850-$950. It also is on par with the 1983 peak in real two­
bedroom rents of $1,139 that occurred during the height of the last Juneau multi-family 
housing building boom. 

The importance of reducing housing development costs rests on the fact that real wages in 
Juneau have declined over the last decade to 87 percent of their 1983 peak. For the rental 
market to reach rents $200-$300 higher than current rents will be difficult enough in the face 
of declining real incomes. Achieving even higher rents to foster multi-family construction 
under a regulatory status quo appears out of the question. 
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Preface 

Juneau Multi-Family Housing 
Market Analysis 

Given the depth of Juneau's housing problems and the complexity ofrental housing markets, this 
study sought and received gracious assistance from many persons. 

Many developers, both for-profit and non-profit, as well as bankers and other interested individuals 
shared their insights and knowledge about Juneau's housing market. Bill Baxandall of the City and 
Borough of Juneau's Housing Advisory Committee was a valuable source of information regarding 
construction costs in Juneau. A number of bankers were especially generous with their time or in 
responding to a lending survey. They include Craig Dahl with Alaska Federal Savings and Loan, Rich 
Monroe with Bank of America Alaska, Eric Bjella, Robert St. Clair, and Bill Moran with First Bank, 
Katrina Mitchell with First National Bank of Anchorage, Win Gruening with Key Bank, Larry Cooper 
with National Bank of Alaska, John Hinkle with Seattle Mortgage, and Ron Lehr with U.S. Bank. 

Paul Kapansky, Jeff Judd, and Mark Romick at Alaska Housing Finance Corporation were very 
helpful in clarifying the workings of AHFC's several multi-family programs. Gene Dobrzynski and his 
staff at the U.S. Office of Housing and Urban Development in Anchorage did the same for HUD 
programs and FHA insurance. 

The Alaska Department of Labor's Research and Analysis Section provided dependable assistance in 
gathering several series of statistics the study relies upon. Bob Elliott offered both ideas and numbers 
in his role as the section's housing economist. 

Gregg Erickson of Erickson & Associates divined the regression relationships used as a model of the 
Juneau rental housing market in this study. Dan Dill and Dick Kennedy, financial advisors to the City 
and Borough of Juneau, illuminated the market for multi-family housing bonds. 

Finally, this study could neither have gotten started nor have been finished without the support of 
Juneau City and Borough staff. They were instrumental in providing many pieces of information and 
reviewing drafts of the study. Singled out by the demands of this study were Kathleen Bailey, Craig 
Duncan, Steve Gilbertson, Shane Horan, Tim Maguire, Murray Walsh, and Vickie Williams. 
Their assistance is greatly appreciated. 

Milt Barker 
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Introduction 

Juneau Multi-Family-Housing 
Market Analysis 

Vacancy rates are nil, rents are higher than they've ever been, Juneau's population has set new 
highs every year since 1989, interest rates are half what they were in the early 1980's, and 
yet..., multi-family housing construction has been dead in the water since 1985, except for a 
handful of projects with a few handfuls of public money thrown in. What is going on here? It 
appears that an uplift in housing standards has lead to more gracious, but more costly, 
residential living for the community at the same time that residents' earnings have been drifting 
downward in real terms. Simply put, Juneau has arrived at a point where a large portion of its 
residents can't afford the higher quality of residential living that is the goal of the city's current 
land use ordinance. 

Rents, as high as they are, are still not as high in real dollars as they were during the last 
building boom in the early 1980's. Yet, current incomes of residents suggest that efforts of 
landlords to increase rents across the board may become counterproductive, long before they 
reach the level that would stimulate new construction. Rent burdens are already so great for 
so many that general rent increases at some point may lose more customers than they gain in 
dollars. The outlook for the future does not hold promise of reversing this situation. With 
state oil revenues on the down escalator, real incomes are unlikely to start growing. 

Just as importantly, the ebbing of Prudhoe Bay oil flow raises the risks of population declines 
that would jeopardize lenders' and investors' commitments to housing. The re-emergence of 
the capital move issue and uncertainty about developments in Juneau's mining industry may be 
transitory, but currently very real, throttles on housing investment. Local mortgage lenders, 
mindful of the lessons of the mid-1980's real estate crash, are more averse to risk than ever. 
Not only are the current economics of the Juneau housing market in question but the sources 
of capital willing to confront the risks posed by this market are unknown. 



The purpose of this report is to determine if current and projected demand for multi-family 
housing can be met by the existing housing market and, if not, whether actions by the City and 
Borough of Juneau (CBJ) could partially or completely fulfill unmet demand. The assessment 
of the market's response to demand for multi-family housing is based on examination of: 

historical trends in housing market conditions, including the level of rents, 
development costs, population, building permits, and other factors; 

current affordability of multi-family housing; 

the current structure of the mortgage market and the risk posture of lending sources; 

specific financing sources and programs for multi-family housing; and, 

feasibility analyses of four pro forma multi-family projects, based on current costs, 
rents, and financing terms. 

CBJ's potential role in solving Juneau's housing crunch is based on: 

results of the feasibility analyses for cases involving CBJ financing or regulatory 
changes; 

the availability of credit enhancement for CBJ financing; 

potential changes in CBJ development regulations; and, 

potential changes in CBJ taxes and fees imposed on housing. 
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Findings 

Historical Trends in Housing Market Conditions 

• population has been growing since 1988, at a strong 3. 7 percent annual clip, reaching new 
all-time highs; 

• the costs of land, labor, construction, and financing have fallen in real dollars since the last 
housing boom in the early 1980's; 

• yet, almost no new multi-family construction has taken.piace since 1986 until this year; 
only 27 units were permitted from 1985 through 1993; 

• multi-family vacancy rates have been on the floor as a result, essentially below one percent 
since 1990; 

• the failure of these conditions to reignite multi-family construction is probably due to: 

• rents in real dollars have not regained their peaks of the early 1980's; 

• average real wages of Juneau households have fallen since the early 1980's; 

• regulatory requirements for housing development have become more demanding, 
including the 1987 Land Use Ordinance's downzoning of densities, dropping the 
CABO One- and Two-Family Dwelling Code, and addition of paved street 
requirements; 

• heightened uncertainty over future growth in population and incomes as a result of 
declining state revenues, reappearance of the capital move issue, and uncertainty 
regarding resumption of production and new development in the mining sector; 
and, 

• the conservative complexion of the mortgage market, chastened by the real estate 
crash of the mid-1980's; 
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• regression analysis of historical market relationships indicates that: 

• the number of new multi-family units constructed each year when real rents for 
two-bedroom apartments are above $838 is likely to be one unit for every dollar 
that real rents exceed $838; currently two-bedroom units rent for about $850 to 
$950; 

• based on the Juneau Housing Demand Forecast's estimated need for an additional 
242 multi-family units through 1995 over and above units planned or in-progress, 
rents would have to increase $130 to $230 to stimulate enough construction to 
fully meet pent-up demand; 

• real rents would be likely to decline about $30 in 1993 dollars for each 1.0 percent 
decline in population; a 4.0 percent decline in population, such as that experienced 
during the worst year following the mid-1980's oil crash, could cause rents to drop 
$i20; if this occurred when the supply of rental units had caught up with demand, 
the population decline could send rents as low as $635 in 1993 dollar~; 

Current Affordability of Multi-Family Housing 

• more than half of rental households-. 56.0 percent--can afford housing costs (rent and 
utilities) of only $625 or less a month; but, less than ten percent of multi-famiiy units-8.7 
percent- have costs in this range; 

• slightly over half of all renters have housing costs exceeding 30 percent of their income 
and 17 percent of all renter households pay more than 50 percent of their income for 
shelter; 30 percent generally is considered to be the portion of income that households can 
afford to pay for housing; 

• the exaggerated rent burdens are concentrated in the lo'.ver income levels; only for 
incomes above $35,000 does one find a majority of rental households with housing costs 
below 30 percent of their incomes; 

• national comparisons also indicate that Juneau has a serious affordability problem; the 
1992 per capita income for Alaska was 111 percent of the national average, while 
construction costs for Juneau were 151 percent of the national average; 

• units with larger numbers of bedrooms are progressively less affordable by the households 
that would need them; the percentage of units affordabie to roughly half of the relevant 
households declines from i 7 .0 percent of the efficiency or one-bedroom units, to 10.3 
percent of the two-bedroom units, and to a bare 3.9 percent of the three-or-more­
bedroom units; 
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• the price elasticity of demand for rental housing, calculated according to affordability, 
changes from inelastic to elastic above $875 per month for housing costs; current housing 
costs for renters average $849 and a majority of existing units already are above the 
estimated point at which demand becomes elastic; this suggests rents may be stuck below 
levels that would provide a large inducement to build new rental housing; efforts to raise 
rents may reduce landlords' net income, as increased vacancies more than offset increased 
rents from occupied units; 

The Current Structure of The Mortgage Market and the Risk Posture of 
Lending Sources • 

• banks are the main source of multi-family construction financing; 

• banks and savings and loans originate over 80 percent of permanent mortgage loans for 
multi-family housing; 

• multi-family mortgage lending by Juneau financial institutions is generally very 
conservative; this is a result of: 

• risks in the Juneau housing market; 

• survival of the fittest (the more conservative institutions) and lessons learned from 
the mid-1980's real estate crash; and, 

• heightened scrutiny and greater restrictions from regulators under legislation 
known as FIRREA that stemmed from the financial distress and failures of banks, 
and more calamitously, savings and loans, during the 1980's; 

• the most critical aspect of current mortgage lending policies is a reluctance to provide 
construction financing underwritten on secondary market terms, without a firm take-out 
commitment that locks in the interest rate; 

• capital adequacy standards and some other regulatory controls limit or shape depository 
financial institutions' participation in the mortgage markets as long-term lenders; 

• regulatory authorities do not have any objections per se to construction lending that lacks 
forward commitments for take-out financing, or to construction loans that extend to cover 
a lease-up period; the lending must be consistent with institution policy that provides 
guidelines for safe and sound loans and addresses overall risk and liquidity concerns; 
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• at the same time that they face heightened financial regulation, depository financiai 
institutions are subject to countervailing pressure under the Community Reinvestment Act 
(CRA) to meet the credit needs of their local communities; their performance in so doing 
and public comments on their performance are taken into account when an institution 
applies to its regulatory agency for expansion or relocation of branches, or merger with or 
acquisition of another depository institution; 

• through 1990, there have been at least 195 CRA agreements in 63 metropolitan areas and 
10 statewide areas negotiated between lending institutions and community organizations 
that resulted in over $8 billion in lending1; 

Specific Financing Sources and Programs For Multi-Family Housing 

• local mortgage lenders offer perma.Tl.ent financing from their own funds for multi-fai-nily 
housing, but typically loans are variable-rate with terms limited to 15 years; the Federal 
Home Loan Bank of Seattle (FHLB) offers advances with terms up to 20 years to member 
financial institutions wanting a long-term source of funds to match their mortgage lending; 

• there are a number of sources of long-term fixed-rate financing for multi-family mortgage 
loans that offer amortization periods of 30 years or more, includ1ng AHFC, Fannie Mae, 
Freddie Mac, and mortgage bankers representing life insurance companies and pension 
funds or issuing mortgage-backed securities (MBS's) including GNMA's; 

• the government-sponsored agencies-AHFC, Fannie Mae, and Freddie Mac, as well as 
the Federal Home Loan Bank-have financing programs for affordable multi-family 
housing that offer more favorable tem1s than their regular iending; 

• currently, FHA-insured loans are the only market rent multi-family financing generally 
available with for.vard comrnitments and interest rate-locks; AHFC and Fannie Mae have 
programs with forward commitments with rate-locks for affordabie housing; AHFC has 
proposed a market rent multi-family program that would have forward commitments and 
rate-locks; 

1 ''Not ln lVIy Back Yard, Removing Barriers to Affordabie Housing", HUD, July 1991, page 3-13. 
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• although take-out or permanent financing is potentially available, the nexus between local 
mortgage lenders and long-term sources appears to have atrophied because; 

• many of these long-term lenders may have experienced losses in Alaska's real 
estate crash and are believed to be less eager to consider Alaska financings; 

• the costs, loan fees, and work involved in securing secondary market financing 
may be too great in relation to the size ofloans needed for Juneau projects; and, 

• no local, market rent multi-family projects have been undertaken since 1985; 

Feasibility Analyses of Pro Forma Multi-Family Projects 

• a return on equity below 10 percent and the large amount of equity required makes all pro 
forma projects analyzed-both market rent and affordable projects- infeasible for for­
profit developers under current market conditions; 

• all financing sources for market rent projects produce similar rates of returns on equity; 
the best financing, judged by return, would be the proposed AHFC Multi-Family 
Secondary Market program; 

• equity requirements remain a major problem for non-profits, even though rate of return 
may not be relevant for them; non-profits typically lack any significant equity of their own; 
equity usually must be pieced together, with attendant complexities and delay, from a 
number of sources including grants, Low-Income Housing Tax Credits, or high loan-to­
value financing from AHFC; this drag on securing financing and limits on the amounts of 
equity funding available constrain the magnitude and timing of the contributions non­
profits might make toward resolving Juneau's housing crisis; due to their own traditions, 
non-profits typically have not been developers of market rent projects; their equity sources 

· also target funds primarily for affordable projects; but equity requirements are still difficult 
for them to meet just for affordable housing; 

• in the break.even cases, which by definition produce the 10 percent rate of return judged to 
be a threshold of feasibility; the amount of equity required is still very significant-on the 
order of $350,000 for a 16 unit valley project, over $600,000 for a 30 unit downtown 
project, and over $1,300,000 for a 45 unit low-income project in the valley; such levels 
may be beyond the reach of all but the most financially strong local developers or partners, 
even if the break.even conditions could be realized; 

• the high equity requirements reflect the fact that total development costs generally exceed 
project market values by 50 percent to 100 percent under the assumptions used in the 
analysis; 
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• the only reasonable chance of reaching breakeven conditions would require major 
reductions in the cost per unit of raw land, land development, and construction; with 
business as usual, 80 percent of those renters who could afford the breakeven rents would 
have to trade up to absorb the estimated 242 new multi-family units estimated by the 
Juneau Housing Demand.Forecast to be needed through 1995; 

• with total project costs pushed down to the lowest possible level, units rented at 
breakeven rents might rent up fairly readily; one- and two-bedroom units would be 
affordable to 30 percent or more of the households in the market for such rentals; 

• three-bedroom units at breakeven rents would be most at risk of an inability to be fully or 
quickly absorbed by the market; three-bedroom units at the breakeven rent levels under 
current market conditions face stiff competition from single-family or other owner­
occupied housing; 

• low-income projects fare better than market rent projects; the restrictions required on 
rents do not place them very far below market rents; yet, the tax-exempt interest rate 
offers a clear margin below market interest rates; 

• between the two types of low-income projects, the set-aside of the greater percentage of 
units-40 percent instead of 20 percent-improves returns; the greater number of units 

. with restricted rents is more than offset by elevation of the allowed rent from 50 percent 
to 60 percent of the Juneau median income; 

• the relative financial merits of location, between the downtown and valley, do not appear 
to be significantly different; lower rents in the valley may be offset by lower development 
costs; 

CBJ's Potential Role In Financing 

• the feasibility analysis indicates that a CBJ hond issue would offer the next best rate of 
return after AHFC's proposed program; in terms of equity required, AHFC and CBJ 
financing are both about the least burdensome; 

• the inherent risks in the Juneau housing market and the political and fiscal limits on 
Juneau's ability to assist market rent projects with its own credit or financial resources 
prevent any significant credit enhancement of a CBJ financing that would make it 
financially more attractive than AHFC's proposed program; 

• if AHFC's program is not adopted, a CBJ financing could offer a clear advantage by 
providing forward commitments, otherwise only available for market rent projects that are 
FHA-insured; FHA projects would not be competitive with a CBJ financing because they 
would require as much as 20 percent more equity; FHA projects are also time-consmning, 
typically requiring up to one year for FHA processing; 
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• the high equity requirements for multi-family projects would make second mortgages in 
some forms helpful to development; the lack of any excess coverage of debt service in the 
feasibility analyses for all sources of first lien financing except FHA means that any second 
mortgages generally could not have a direct tap on current cash flows; such seconds 
would have to be structured as deferred payment, sleeping (paid only from excess cash 
flows), or participating mortgages that provided some equity participation; 

• the political and fiscal difficulties of the city contributing cash to projects makes it likely 
that the city only could take second mortgages in exchange for contributions of land, at 
least for market rent projects; this might be vacant land or foreclosed properties; 
disposition could be negotiated or by bids on price, equity share, or number or types of 
units; 

• for affordable projects, the city might consider lending funds, if they were available, under 
second mortgages or even making grants, both of which it has done in the past; 

Potential Changes in CBJ Development Regulations 

• flowing from the work of its Advisory Commission on Regulatory Barriers to Affordable 
Housing, the U.S. Department of Housing and Urban Development (HUD) has 
disseminated standards or recommendations regarding land development and construction 
of housing that hold the promise of making housing more affordable; a survey of the 
extent to which CBJ follows these standards or recommendations reveals a number of 
areas where there may be potential for reducing housing costs, whether it be affordable or 
market rent housing; these areas include: 

• housing density and types; 

• subdivision infrastructure requirements; 

• shifting responsibility for financing subdivision infrastructure from developers to 
the city; 

• use of easements instead of rights-of-ways; 

• building codes; and, 

• permit processing; 
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Potential Changes in CBJ Taxes and Fees Imposed on Housing 

• CBJ appears to have no significant latitude under Alaska statutes to aid multi-family 
construction with exemptions from property taxes; its only unexercised option is an 
allowable exemption enac-ted into law in 1994 for privately owned housing used 
exclusively for University of Alaska student housing; 

• under current CBJ Code, there is no authority to waive building permit fees or water and 
sewer hook-up fees; the city could amend the CBJ Code with regard to fee waivers for 
multi-family projects; on a $1 million project, building permit fees and a commercial plan 
review fee would total 0.7 percent of the cost of the project; 

• fee waivers might be provided only for projects with profitability or feasibility criteria 
below some arbitra.t-y level; waivers might be limited to periods when the vacancy rate is 
below some specified level or allowed pursuant to an. adwinistrative deterrnination. 
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Recommendations 

1. CBJ should press for adoption of AHFC's Secondary Market financing program for 
market rent multi-family projects; CBJ should seek the adoption of less stringent debt 
service coverage requirements for the program-say, 1.15 instead of the proposed 1.25-to 
hold down the heavy equity commitments needed for Juneau projects; this proposed AHFC 
program offers the best hope for financing terms that would make projects feasible; but, until 
the rental market conditions improve or actions are taken to lower project development costs, 
even this program may be little used for projects in Juneau; 

2. CBJ should not seek to provide either taxable or tax-exempt first mortgage financing 
for multi-family housing at this time; CBJ financing would be less advantageous than 
AHFC financing because: 

AHFC's financing terms and conditions offer slightly lower equity requirements and 
higher equity returns than the best terms that CBJ could be expected to offer; this is 
demonstrated in this study's feasibility analysis for taxable debt; the analysis captures 
the combined effects of interest rates, loan-to-value ratios, debt service coverage 
requirements, and loan fees; 

CBJ would have less flexibility than AHFC in providing financing and timing a bond 
issue; CBJ would have to assemble a critical mass of projects to issue bonds; the 
program would have to be conducted on a specified schedule to allow reasonable 
planning by developers; CBJ's bonds would have to be issued before construction in 
order to provide forward commitments; AHFC 's equity of one and one-half billion 
dollars would allow it to offer financing upon request for any number of projects on an 
open-ended basis; AHFC has sufficient working capital that it need not immediately 
fund financing commitments with bond sales; AHFC even could choose to fund loans 
out of its own assets, as opposed to bond sales; 

3. if AHFC's program is not adopted, CBJ should re-examine providing take-out 
financing for market rent projects through CBJ bond issuance; CBJ financing could be 
useful if rental market conditions improve, actions are taken to lower project development 
costs, or special projects or circumstances present themselves; further effort at this time to 
develop an optimal structure for such a CBJ financing is not warranted; 
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4. CBJ should provide a second mortgage cash financing program for affordable housing 
projects, subject to the availability of funds; the program should provide for deferred or 
contingent payments and, in the case of for-profit sponsors, equity participation; periods of 
commitment to use as affordable housing should be required; CBJ should have the option of 
converting the loan to a grant, but generally CBJ's contribution should be committed as a loan 
initially so that funding can be on a revolving basis to the extent projects are financially 
successful; 

assistance for affordable projects is likely to be the most effective financing contribution CBJ 
could make to ameliorating Juneau's multi-family housing.shortage; a program of either 
second mortgages or cash grants for affordable housing addresses two of the most critical 
multi-family housing problems-affordability and the heavy equity required for most projects; 

for non-profits, often the developers of affordable housing, equity is especially iacking; 
providing this missing link in the financing with second mortgages or grants can be especially 
effective with non-profits; they do not have return on equity requirements that can make a 
project infeasible; the feasibility analysis indicates positive returns on affordable projects, but 
at rates less than the 10 percent assumed as a feasibility criteria for for-profit developers; 

of course, to the extent the CBJ program does not receive a return on or of the financing 
provided, it becomes an expenditure of funds; the program still provides leverage in the 
expenditure of CBJ funds, but less leverage than if the funds are recycled; if current market 
conditions and land development regulations remain as they are, CBrs limited resources for 
this type of prcgra..'11 may be insufficient to folly answer Juneau's current housing needs, much 
less provide a revolving resource that could take care of the housing needs through the year 
2000 that mining growth would generate; 

5. CBJ should make CBJ-owned vacant land and foreclosed properties available to 
market rent and affordable multi-family projects under a second mortgage financing 
program that provides equity participation and deferred or contingent payments; such a 
prcgra..'Ti might be of value in a few special cases; generally though, it cannot be expected to 
make a major dent in Juneau's housing shortage because most CB.T land has few good 
buildable sites; 
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6. CBJ should adopt housing affordability as a goal; reducing the cost of housing would be 
the most important accomplishment the city could achieve; it would: 

directly alleviate the problems of affordability and heavy rent burdens documented in 
this study; 

be of crucial assistance in achieving feasibility for new rental projects as demonstrated 
by this study's project feasibility and breakeven analysis; and, 

make financing easier to obtain by broadening the market for, and affordability of, new 
projects, thus reducing risks to lenders and investors; 

with this goal in mind, CBJ should: 

• provide for appointment of advocates for affordable housing to standing bodies 
dealing with housing development, such as the Planning Commission, the Housing 
Advisory Committee, and the Building Code Advisory Committee; 

• initiate a comprehensive review of zoning, subdivision ordinances, building codes, 
and related development-control ordinances and administrative procedures to identify 
excessive barriers to housing affordability; 

• develop proposals for ordinances, regulations, Comprehensive Plan amendments, and 
other actions to make housing more affordable; and, 

• take the initiative in making the public aware of the importance and benefits of 
measures to make housing more affordable; 

7. CBJ should develop and adopt provisions for: 

• tax-exemption of privately owned University of Alaska student housing; and, 

• waivers of building and plan review permit fees for multi-family housing that is 
project-specific or market condition-specific; and, 
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8. CBJ should negotiate an agreement with local financial institutions to help meet 
Juneau's housing needs; the agreement should be of value to the institutions in satisfying 
their CRA obligations; the thrust of the agreement should be for local institutions to take 
responsibility for a greater share of the risks inherent in Juneau's housing market; risk-based 
capital ratios indicate that at least two major local institutions appear to have an opportunity 
to assume greater risk in providing local housing finance; 

• if AHFC's Secondary Market program is adopted as proposed, CBJ might seek 
agreement that the lenders offer terms or conditions on their participation in the 
program's loans that shoulder more risk than the institution's regular lending policies; 
greater loan-to-value ratios, lower debt service coverage, or longer maturities or 
amortization periods, possibly paralleling some of the terms of AHFC's participation, 
might help some projects get off the ground; 

• if AHFC's Secondary Market program is not adopted, CBJ should seek an agreement 
for institutions to underwrite multi-family construction loans on the basis of specified 
secondary market criteria without take-out financing commitments in place; this would 
help re-establish connections between local lenders and secondar1• market sources; it 
also would avoid long-term dependence of local lenders on CBJ financing, if CBJ were 
to provide multi-family financing. 
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l. Historical Juneau Housing Market Conditions 

Endemic Problems 

Juneau currently suffers from an extremely tight housing market. A shortage of housing in 
Juneau has been the rule, rather than the exception, throughout most of the l 970's and l 980's. 
Many of the reasons for the historically tight conditions remain true today. They largely 
consist of conditions that have held back investment in additional housing. 

Demand 

Obstacles to investment in housing include the following demand-related factors: 

a lack of diversification in the local economy; 

a lack of diversification in the income stream of the largest local employer-the 
state government with its high dependence on oil revenues; 

the recurring issue of the capital move; 

the seasonality of demand for housing due to seasonal employment; and, 

a high degree of population transiency associated with: 

electoral turnover in state government, in both the administrative branch at 
policy and political appointee levels and in the legislative branch; 
rotation of federal employees; 
seasonal employment, e.g. legislative, fishing, tourism; 
climatic conditions; 
the cost-of-living burden for persons not actively employed. 

These conditions all create the potential for wide swings in demand. The higher risk this 
spells for potential homeowners, landlords, and mortgage lenders has been one of the main 
shackles on housing investment. Chart I gives an idea of just how sensitive multi-family 
housing values can be to changes in demand. 
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Cost factors also have hobbled the supply of housing in Juneau. Endemic problems inciude: 

the cost of land; 

concentration of land ownership; 

municipal infrastructure requirements for land development; 

a small, geographically isolated market that contributes to: 

higher transport and unit costs for building supplies 
iimited competition and inventories of building supplies 
limited competition and specialization in the building trades 
lack of economies of scale in construction; and, 

lack of a year-round construction season. 
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Financial Factors 

Housing construction activity also has suffered from several dramatic events affecting financial 
costs and availability. These include: 

the record high interest rates of the early 1980's; 

the elimination of real estate tax benefits by the Tax Reform Act of 1986; 

the distress, failures, and exit from the market of mortgage financing sources 
following the crash in the housing markets in l 986~ 

consolidation of mortgage lending among the more conservative lenders surviving 
• the mid-1980's housing market bloodbath; and, 

sharply higher scrutiny and regulation of financial institutions' real estate lending 
under FIRREA, an Act of Congress passed in response to the savings and loan 
crisis. 

Historical Trends 

Population and Wa2es 

At times in the past two decades, the tightness of the Juneau housing market has been 
aggravated by rapidly increasing demand. In the early 1980's, population was increasing at a 
rapid clip. Payrolls too were surging, in nominal terms, although just keeping even with 
inflation factored in. Juneau's population grew from 19,528 to 26,037 between 1980 and 
1985, a 5.75 percent annual rate of increase. During the same period, average monthly wages 
in the Juneau borough rose from $1,873 to $2,295, a 4.1 percent growth rate per year. But, 
average wages were almost constant at $2,884 in 1985 versus $2,909 in 1980 when compared 
in terms of constant dollars. 
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TABLE 1 
Juneau Population and Average Wages 

Real 
Average Average 
Monthly Monthly 

Year Population Wage Wage 
1980 19,528 $1,873 $2,909 

1981 21,329 2,093 3,009 

1982 22,451 2,195 2,988 

1983 24,007 2,283 3,056 
1984 25,268 2,267 2,917 
1985 26,037 2,295 2,884 
1986 25,998 . 2,320 2,856 
1987 24,966 2,341 2,877 
1988 24,655 2,339 2,863 

1989 25,100 2,355 2,819 
1990 26,751 2,382 2,704 

1991 27,647 2,518 2,716 

1 "'"' J.77£., 28,621 2,622 2,736 
1 I"'\£'\ ..... 

1~~,j $2,633 $2,661 

Sources: 

1. Population figures are July 1 estimates of the Alaska Department of Labor, 

except for the 1980 and 1990 numbers which are April 1 census figures. 

2. Average monthly wage provided by Alaska Department of Labor, 

Research and Analysis Section; 1993 is first three quarters only. 

3. Real wages are the nominal dollar figures adjusted by the ,A.nchorage CPI 

(all items, all consumers, not seasonally adjusted, 1982-84 base) using the 

December 1993 index of 132.8 as the base. 

Part of the current shortage of housing in Juneau is due to the fact ihai popuiation again is increasing, 
although not as rapidly as in the first half of the l 980's. After falling from its 1985 peak to a low of 
24,655 in 1988, Juneau's population rose steadily to a new high of 28,621 in 1992. This is an annual 
average growth rate of 3.7 percent over the four years ending in 1992. 
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Unlike the first half of the 1980's, average wages have been losing ground in real terms since 
their peak in 1983. For the first three quarters of calendar 1993, average wages, after 
adjusting for inflation, stood at only 87 percent of their 1983 peak. Table 1 and Charts 2 and 
3 show Juneau's population and wage trends since 1980. 
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Real rents, based on the type of data reported by the American Chamber of Commerce 
Researchers Association (ACCRA), have fallen over the course of the last decade, along with 
real wages . Even though nominal rents are at their highest level ever, real rents have not 
regained their former peak reached in 1983. Rents have been increasing in both real and • 
nominal terms since bottoming out in 1988 during the housing market collapse. From 1988 to 
1994, nominal and real rents have risen at annual rates of9.l and 5.7 percent respectively.2 

TABLE2 
Juneau Monthly Rents 

1980-1994 

Real 
Real Senior Senior 

Rent Rent Rents Rents 
1980 $386 $599 $301 $467 
1981 670 963 341 490 
1982 698 950 360 490 
1983 851 1,139 373 499 
1 ClOA '7'> C £\A£ 429 552 .l/U...,. '.JJ ~Lf-0 

1985 700 880 428 538 
1986 594 731 440 542 

1987 556 683 443 544 
1988 526 644 428 524 
1989 628 752 363 434 
1990 716 813 461 523 
1991 845 912 480 518 
1992 8i3 848 506 528 
1993 831 840 $547 $553 
100,1 
.... .,,_,,,-y-

<1:nr..:: 
4'7VU 

<t'I\I\L 
.J)7VU 

Sources: 
1. Rent is Census median for 1980; I 981-1985 is an average of up to five listings 

for two-bedroom units (heat excluded) of the character sampled by the American Chamber of 
Commerce Researchers Association (ACCRA) for their Cost of Living Index; 1986-1994 is 
the ACCRA Index's average two-bedroom price; 1986 is the average of the last two calendar 
quarters; 1994 is the average of the first two quarters. 

2. Senior Rents are the average rent per application submitted to the Department 
of Community and Regional Affairs (DCRA) for equivalency payments 
under the Senior Citizen Property Exemption as reported in"Alaska Taxable" 
1981-1989; !989-1993 figures provided by DCRA; 1993 is an estimate. 

3. Real dollar amounts are the nominal dollar figures adjusted by the Anchorage CPI using the 
December 1993 index of 132.8 as the base. 

')..,...., • --- • & L 
.... 1ne ALL!{i\. rents are an aveiage 1or two-uedroorn apartments. 
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A narrower source of rental data is the average rent per application submitted to the Alaska 
Department of Community and Regional Affairs for rebates of a portion of the rent paid by 
senior citizens under the Senior Citizens Property Tax Exemption Program's equivalency 
payments. In 1993, the re.ii average rents paid by such seniors just surpassed the previous 
high established in 1984. After falling at an average rate of 4.8 percent per year from 1984 to 
1989, real rents paid by seniors since then have risen at an annual rate of 6.1 percent. Table 2 
and Chart 4 display the ACCRA and senior rental data. 
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Rents paid by senior citizens are lower than average rents for a number of reasons, namely; 

household size is smaller; the McDowell survey for this study found an average 
household size of 1.89 persons for respondents age 65 or over, versus an average 
of more than 2.8 persons per household for all respondents; 

the data for seniors represents actual rents paid; the ACCRA figures are rents 
asked in newspaper advertisements; the advertised rent may be higher than the rent 
agreed to and tends to be adjusted to changes in the market more rapidly than 
rents on occupied units; 

the DCRA renter rebate averages are skewed downward by applicants reporting 
eligible Juneau rents for only part of a year and by the inclusion of trailer park 
space rents by seniors owning trailers. 

Thus, the ACCRA-based rents should be the better indicator of not only what the historical 
trends in rent have been, but also where the market would have been for rents paid for newly 
constructed units. 
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Multi-Family Buildini: Permits 

The first significant multi-family construction activity since 1984-1985 is currently taking 
place. Projects that are subsidized from various sources are leading this so far modest revival. 
This, along with the data on rents, implies that the economics of multi-family housing only 
now are approaching their early 1980's footings. Those footings propelled major additions to 
the rental housing supply. 

CHARTS 
New Multi-Family Units Authorized by Building Permits 
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But a look at the costs of constmcting and financing new multi-family housing suggests this 
revival of mu!ti-fan1ily constn1ction may be overdue. The following three tabies present 
measures of the historical real costs of multi-fanlily constn.1ction a.."ld financing. Table 3 is 
based on an index for construction costs of wood frame buildings in Juneau. The "real capital 
cost index" in the table takes account of both the construction cost index and long-term 
interest rates that would be paid to finance the construction at the time. 
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TABLE3 
Real Multi-Family Housing Capital Costs 

1983-1993 
based on a Juneau construction cost index 

National Juneau Area Juneau Real Juneau 
Construction Modification Construction Construction 

Real 
Juneau 
Capital 

Cost Index Factor Cost Index Cost Index Interest Rates Cost Index 
1983 0.70 1.50 1.06 1.41 13.2% 
1984 0.75 i.49 i.i2 1.44 i3.9% 
1985 0.78 1.61 1.26 1.58 12.4% 
1986 0.80 1.64 1.31 1.61 10.2% 
1987 0.81 1.59 1.29 1.59 10.2% 
1988 0.83 NA NA NA 10.3% 
1989 0.85 1.54 1.31 1.56 10.3% 
1990 0.89 1.54 1.38 1.56 10.1% 
1991 0.93 1.51 1.41 1.52 9.2% 
1992 0.94 1.51 1.42 1.49 8.4% 
1993 0.96 1.47 1.41 1.43 7.3% 
1994 1.00 1.47 1.47 1.47 

Sources: 
1. National Construction Cost Index is the inverse of the Building Cost Historical Index for wood frame 

buildings as published in the "1994 National Building Cost Manual" by Craftsman Book Company, 
Carlsbad, CA. 

2. Juneau Construction Cost Index is calculated by multiplying the National Construction Cost Index by the 
Juneau Area Modification Factor, that also is published in the "1994 National Building Cost Manual". 

2. Real dollar amounts are calculated using the Anchorage CPI (all items, all consumers, not seasonally 
adjusted, base year 1982 - 1984) using the December, 1993 index of 132.8 as the base. 

3. Interest Rates are the annual national average of conventional 30-year fixed-rate residential mortgage rates 
based on a weekly survey by Freddie Mac. 

4. The Real Juneau Capital Cost Index is calculated as the annual payment required to amortize a loan 
equal to the Real Juneau Construction Cost Index over 30 years at the mortgage interest 
rate for the year, multiplied by a factor of ten. 

1.87 
2.00 
1.96 
1.65 
1.62 
NA 

1.61 
1.58 
1.40 
1.25 
1.04 

Table 4 is based on an index for construction costs of wood frame buildings in Anchorage. 
Nominal dollar costs are converted to real dollars in the table. Then, like Table 3, historical 
residential mortgage rates for fixed-rate loans amortized over 30 years are applied to derive an 
index that encompasses both construction and financing costs. 
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Sources: 

TABLE4 
Real Multi-Family Housing Capital Costs 

1980-1993 
based on an Anchorage construction cost index 

Anchorage Real 
Comparative Construction Construction Interest 

Year Cost Multiplier Cost Index Cost Index Rates 
1980 1.41 0.71 1.10 13.8% 
1981 1.34 0.74 1.07 16.6% 

1982 1.30 0.77 I.OS 16.1% 
1983 1.20 0.83 1.12 13.2% 
1984 1.13 0.89 1.14 13.9% 

1985 1.13 0.89 ' " 1.11 12.4% 

1986 1.15 0.87 1.07 10.2% 

1987 1.15 0.87 1.07 10.2% 
1988 1.13 0.89 1.09 10.3% 
1989 LJ2 0.90 !.07 10.3% 
1990 1.09 0.92 1.04 10.1% 
1991 1.08 0.92 1.00 9.2% 
1992 1.06 0.95 0.99 8.4% 

!993 1.03 n no 0.99 7.3% v.:;;,o 

I. Construction Cost Index is the inverse of the Comparative Cost Multiplier for wood frame 

Real 
Capital 
Cost 
Index 
1.52 

1.78 

1.69 
1.47 
1.59 

i.38 
1.09 

1.09 
1.12 

1.10 
1.05 

0.92 

0.83 

0.72 

buildings for Anchorage with an October 1993 base as published by Marshall and Swift, October, 1993. 

2. Real dollar amounts are calculated using the Anchorage CPI (all items, all conswners, not seasonally 

adjusted, base year 1982 - 1984) using the December, 1993 index of 132.8 as the base. 
3. Interest Rates are the annual national average of conventional 30-year fixed-rate residential mortgage rates 

based on a weekly survey by Freddie Mac. 

4. The Real Capital Cost Index is calculated as the annual payment required to arnonize a loan 

equal to the Real Construction Cost Index over 30 years at the mongage interest rate for the year, 
multiplied by a factor of ten. 

Table 5 contains the cost per square foot used to determine values for building permits issued 
by the Cit-y and Borough of foneau. The cost figure is for multi-family housing of wood frame 
construction. Again, a capital cost index is derived from construction costs and interest rates. 
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1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 

Sources: 

TABLES 
Real Multi-Family Housing Capital Costs 

1980-1993 
based on an Alaska construction cost index 

Multi-Family Real Multi-
Housing· Family Real Multi-

Construction Construction Family 
Cost/Square Cost/Square Interest Capital Cost 

Foot Foot Rates Index 
13.8% 
16.6% 

$50.30 $68.47 16.1% 0.93 
13.2% 
13.9% 
12.4% 
10.2% 
10.2% 

51.50 63.04 10.3% 0.57 
10.3% 
10.1% 

63.70 68.72 9.2% 0.56 
8.4% 
7.3% 

$76.70 $76.70 8.5% 0.59 

1. Multi-Family Housing Construction Cost per Square Foot is the cost index from "Building Standards", 
published by the International Council of Building Officials (ICBO), for wood frame apartment 
construction, adjusted for Alaska. 

3. Real dollar amounts are calculated using the Anchorage CPI (all items, all consumers, not seasonally 
adjusted, base year 1982-1984) using the December, I 993 index of 132.8 as the base. 

4. Interest Rates are the annual national average of conventional 30-year fixed-rate residential mortgage 
rates based on a weekly survey by Freddie Mac, except 1994 which is the home mortgage rate for the week 
ending April 22, 1994 as reported by the Federal Reserve. 

5. The Real Multi-Family Capital Cost Index is calculated as the annual payment required to amortize a loan 
equal to the Real Multi-Family Construction Cost per Square Foot, over 30 years at the mortgage Interest 
Rate for the year, divided by a factor of ten thousand. 

All three capital cost indices show a significant drop in such costs from peak years in the early 
l 980's-a 45 percent decline for the Juneau index, a 60 percent decline according to the 
Anchorage index, and over a 36 percent decline based on the Alaska building permit index. 
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The trend, if any, in construction costs alone is harder to perceive. Without the decline in 
interest rates, the Juneau index registers a slight 4 percent increase in real constmction costs 
from 1983, the Anchorage-based index shows a drop of 10 percent from 1980, and the Alaska 
index shows a 12 percent increase. 

The Juneau index may be the best indicator of the historical trend in the cost to build and 
finance multi-family housing in Juneau. It is not specific to multi-family housing, but it is 
specific to Juneau. The building permit index may be the next best index of Juneau multi­
family housing costs. It is specific to apartment buildings and may reflect data from areas in 
Alaska outside Anchorage.· The Anchorage-based index may reflect a larger, more efficient, 
and more competitive building industry than exists in Juneau or elsewhere in the state. 
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Construction Waees 

The labor component of Juneau area construction costs certainly has declined since the early 
1980's in real dollars. No particular trend is evident in terms of nominal wages. Table 6 
indicates that the real average monthly wage in construction has dropped by over 28 percent 
between 1981 and 1992. This drop is over three times the 9 percent drop in real average 
wages for all Juneau workers during the same period. As of 1992, construction wages had 

• fallen to a level only 14 percent above the average for all Juneau workers, from 45 percent 
above in 1981. This decline in labor costs should be reflected in the three capital cost indices 
just discussed. 

TABLE6 
Juneau Area Construction Wages 

Average Real Average 
Construction Construction 
. Monthly Monthly 

Wage Wage 
1981 $3,043 $4,375 
1982 2,823 3,844 
1983 2,857 3,824 
1984 2,733 3,517 
1985 2,602 3,269 
1986 2,540 3,126 
1987 2,658 3,267 
1988 3,002 3,675 
1989 2,744 3,285 
1990 2,802 3,180 
1991 2,683 2,895 
1992 2,998 3,128 
1993 $2,885 $2,915 

Sources: 
1. Average Construction Monthly Wage provided by Alaska Department 

of Labor, Research and Analysis Section; 1993 is first three quarters only. 
3. Real wages are the nominal dollar figures adjusted by the Anchorage CPI 

(all items, all consumers, not seasonally adjusted, 1982-84 base) using the 
December 1993 index of 132.8 as the base. 
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CHART7 
Juneau Area Construction Wages 
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Another major cost component of multi-fanuly housir,g-land prices-appears to have 
declined since the early 1980's heyday of housing construction, both in nominal and real 
terms. 3 Land costs are not reflected in the three capital cost indices just discussed. 

3 The limited number of sales samples for each year shown in Table 7 limits the confidence in the degree of decline. 
Sorne yearsj such as 1990 in pa..rticular, seem to be statistical aberrations from any downward trend. 
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TABLE? 
Residential Land, Price per Square Foot 

Median Land Price of Real Vacant Real Median Land Price of 
Vacant Land AHFC-Financed Single- Land Sales AHFC-Financed Single-Family 
. • Sales Price Family Residences Price Residences 

1983 $331 $4.43 
1984 5.43 6.99 
1985 2.76 3.47 
1986 1.44 1.78 
1987 1.71 $2.94 2.10 $3.61 
1988 1.21 2.04 1.48 2.50 
1989 1.33 2.29 1.59 2.74 
1990 3.65 2.40 4.14 2.72 
1991 1.17 2.72 1.26 2.94 
1992 1.87 2.66 1.95 2.77 
1993 1.83 $3.18 1.85 $3.21 
1994 $2.46 $2.46 

Sources: 
1. Vacant Land Sales Price is the average of random samples of three sales each in R-7 

and R-12 zoning districts for 1987 and prior years and three sales each in D-land 
D-5 zoning districts for 1988 and later years. Samples are from City Assessor's files. 

2. AHFC prices from Research and Analysis Section, Alaska Department of Labor. 
3. Real dollar amounts are calculated using the Anchorage CPI (all items, all consumers, 

not seasonally adjusted, base year 1982 - 1984) using the December, 1993 index 
of 132.8 as the base. 

Financing costs are not attached to land costs for the purpose of developing an historical cost 
index. In essence, the construction costs-which do have financing costs 
attached-arbitrarily are viewed as the loan-to-value limit of debt financing. Even viewing 
land as the equity contribution to a project, a more rigorous analysis would attach some 
measure of opportunity costs or required return to the land as equity. A measure of 
opportunity costs should show a declining pattern similar to the mortgage interest rates used 
in Tables 3-5. This would accentuate the probable decline in real land costs. 
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CHARTS 
Residential Land Sales, Real Price per Square Foot 
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Critical Obstacles to New Multi-Family Construction 

The downtrend in capital cost indices and land prices, iogeiher with recently increasing real 
rents, would suggest that renewed multi-family construction may be approaching the point of 
ignition. The fact that Juneau is not yet there may be due to: 

rents below the level that will sustain the costs of developing and operating new 
multi-family housing; 

..;.. higher per unit development costs due to regulations, even though generai cost 
trends have been down; such regulations include: 

lowering of allowable multi-family densities; 
more elaborate land development requirements; and, 
changes in building codes; 

changes in demand as a result of declining real wages; 

a cautious outiook in the housing and lending industries, in contrast to the ebullient 
expectations of the early l 980's. 
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Probably all of these factors play a role. Rents have been trending-upward since 1988 and 
appear to be continuing to increase. Apartment managers indicate that many multi-family 
units have scheduled rent increases taking place as units become vacant or leases come up for 
renewal. At a minimum, leases result in some lag in rent increases relative to market demand. 
In at least some cases, the pace, if not the ultimate level of rent increases, is being held back 
by owners who are reluctant to take advantage of the tight market. In a smaller community 
such as Juneau, some owners seem to be sensitive to the burdens imposed by rent increases, 
particularly in recognition of generally stagnant or declining incomes; and do not want to be 
seen as gouging tenants. 

The last update of the Comprehensive Plan for the City and Borough of Juneau significantly 
decreased the densities allowed for multi-family housing in the various zoning districts. With 
sufficient land available to satisfy all foreseeable demand for new multi-family construction 
sites, even at the lower permitted densities, the downzoning may be mainly a problem of 
increasing the cost per unit. Some requirements for development of land (streets, curbs and 
gutters, water, storm drainage, sewers, etc.) have increased since 1980, most notably, a 
requirement for paved streets: Also, the city has dropped the Council of American Building 
Officials (CABO) One- and Two-Family Dwelling Code, in favor of relying solely on the 
Uniform Building Code. While the UBC covers both commercial arid residential construction, 
the CABO Code addresses only residential. As a result, CABO has less stringent 
requirements that.may save construction costs without jeopardizing health and safety. 

The declining average real wages noted previously should mean that demand has shifted 
towards less expensive multi-family housing. Significantly greater numbers of households may 
be able to afford rental apartments only if they are subsidized. But this shift has not been 
great enough to produce any significant multi-family vacancies, regardless of the rental rate. 
Its effects may be apparent only in attempting to charge rents higher than current ones, if that 
is required to make new multi-family housing feasible. 

Table 8 and Chart 9 show that rent burdens have returned generally to the level of the early 
1980's. Rents shown in the table are for two-bedroom units. They are used as a proxy for 
average rents. Wages are the average for all wage earners, not just renters. Even with these 
limitations, the historical data should provide a fairly accurate trace of relative changes over 
time. 

The data is less useful as a measure of absolute rent burdens at any one point in time. But, it 
does suggest that rent alone, without consideration of utilities, approximates the 30 percent 
burden on income that is considered the threshold of affordability. If so, there may be 
difficulty in reaching higher rent levels. At the same time, the real rent being paid is below the 
rents paid a decade ago. 
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TABLES 
Historical Rent Burdens 

Real 
Average Real 

Real Monthly Rent 
Year Rent Wage Burden 
1980 $599 $2,909 21% 
1981 963 · 3,009 32% 
1982 950 2,988 32% 

1983 1,139 3,056 37% 
1984 946 2,917 32% 
1985 880 2,884 31% 
1986 731 2,856 26% 
1987 683 2,877 24% 
1988 644 2,863 22% 
1989 752 2,819 27% 
1990 813 2,704 30% 
1991 912 2,716 34% 
1992 848 2,736 31% 
1993 $840 $2,661 32% 

Sources: 
I. Real Rents from Table 2. 
2. Real Average Monthly Wage from Table I. 
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Even if current or increased rents would support new construction, concerns about the future 
may hold back new investment in multi-family housing. Certainly, these are different times in 
Alaska than were the early 1980's. With the reappearance of the capital move issue, the long 
foretold secular downtrend in State oil revenues at hand, and uncertainty regarding local 
mining projects, a potential apartment owner ( or homeowner) could expect a reasonable 
chance of depreciation in housing property prices over the foreseeable future, if not minimal 
appreciation. As a result, fewer persons want to own housing properties even if they could 
currently cover the costs of doing so. To the extent local residents shy away from home 
ownership, demand is keener and rents higher for rental housing. The same clouds on the 
horizon make lenders averse to malting or offering attractive terms on housing loans. Lenders 
also are twice shy as a result of being stung by overbuilding and the crash in the real estate 
market in 1986. 

Current Housing Squeeze 

Regardless of the cause, the lag of housing construction behind a resurgence in population has 
literally squeezed more people into less space per capita, as well as having squeezed out 
almost all vacancy in the market. Total housing units of all types actually decreased slightly· 
from 10,572 in 1987 to 10,538 in 1992, while population increased 14.6 percent. In 1993, 
housing units increased 2. 7 percent. The result has been that persons per housing unit 
increased from 2.36 in 1987 to 2.72 in 1992.4 
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4 Persons per household would be a different measure that reflected vacant units. It would be a higher figure, though 
not much higher given the current low vacancy rates. 
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Sources: 

Year 
1970 

1980 

1987 
1988 
1989 
1990 
1991 
1992 
1993 

TABLE9 
Persons per Housing Unit 

Population 
13,520 

19,528 

24,966 
24,655 
25,100 
26,751 
27,647 
28,621 
28,791 

Persons 
per 

Housing • Housing 
Units Unit 
4,527 2.99 

7,533 2.59 

10,572 2.36 
10,537 2.34 
10,505 2.39 
10,493 2.55 
10,451 2.65 
10,538 2.72 
10,821 2.66 

Persons per 
Rental 

Household 
2.80 

2.14 

2.17 
2.i3 

2.07 

1. Population from 1970, 1980 and 1990 Census; Research and Analysis Section of the 
Alaska Department of Labor; and City and Borough of Juneau for 1993. 

2. Housi.i,g Units and Persons per Rentai Household from Community Development 
Department, City and Borough of Juneau and 1970 and 1980 U.S. Census. 

Multi-family vacancy rates have been right around one percent from 1990 to date. 
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II. Current Juneau Housing Market 

Rental Housing Affordability 

Juneau Household Survey Finclin2s 

The Juneau Household Survey conducted by the McDowell Group for this study offers 
information for assessing what Juneau households can afford to pay for housing and what the 
burdens of their actual housing costs are. 

Affordability 

Table 10 and Charts 12 and 13 show that there is a large disparity between what renters can 
afford and the costs of multi-family housing. Affordable housing costs generally are 
considered to be no more than 30 percent of a household's monthly income. For renters, 
monthly housing costs consist of rent and utilities. 

There is a significant shortage of units with rent and utilities costing less than $625 a month. 
While Table 10 shows that 44.0 percent of Juneau households can afford rents and utilities of 
more than $625 a month, the corollary to that is that 56.0 percent can afford housing costs of 
only $625 or less a month. But, less than ten percent of multi-family units-8.7 percent­
have costs of less than $625 per month. Only at rental housing costs above $750 per month, 
are there more units competing for renters than there are renters competing for units. 
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TABLE 10 
Multi-Family Households' Affordable Housing Costs and Multi-Fan,ily Units' Costs 

Cumulative Cumulative 
Affordable Monthly Rental Rental Multi-Family Multi-Family 

Housing Costs Households Households Units Units 

0 -$ 250 19.8% 100.0% 
$ 250 - 375 19.8% 80.2% 0.2% 0.2% • 

375 - 500 6.6% 60.4% 0.7% 1.0% 
500 - 625 . 9.9% 53.8% 7.7% 8.7% 
625 - 750 6.6% 44.0% 18.5% 27.2% 
750 - 875 7.7% 37.4% 30.0% 57.2% 
875 - 1,000 7.7% 29.7% 23.6% 80.8% 

1,000 - 1,125 1.1% 22.0% 11.5% 92.3% 
1,125 - 1,250 4.4% 20.9% 6.6% 98.9% 
1,250 - 1,375 3.3% 16.5% 0.0% 98.9% 
1,375 - 1,500 3.3% 13.2% 1.0% 99.9% 
1,500 - 1,750 3.3% 9.9% 0.1% 100.0% 
1,750 -$2,000 3.3% 6.6% 100.0% 

$2,000 or over 3.3% 3.3% 100.0% 
100.0% 1 (){\ (\OJ_ 

.1.vv.v1u 

Sources: 
1. Rental Households from Juneau Household Survey prepared by the McDowell Group for this study; 

affordability defined as housing costs less than or equal to 30 percent of monthly income; 
distribution by affordable housi11g cost brackets based on respondents only. Rental 
Households are apartment residents only. 

2. Muiti-Famiiy Units based on the multi-family housing inventory survey conducted by Thomas P. King 
& Associates for this study plus the Senior Citizens Support Services. Inc. project under 
construction and Housing First's planned Douglas project; distribution based on respondents only; 
the distribution of rents was shifted upwards by one bracket to allow for $125 per month of utility expenses. 

The housing costs in Table l O and Charts i 2 and 13 include $125 for monthly utilities 
expense. If anything, this is a conservative estimate. The Juneau Household Survey 
conducted by the McDowell Group for tl1is study found that apartment renters had average 
utility expenses of $140 per month. 
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CHART12 
Multi-Family Households' Affordable Housing Costs and Multi-Family Units' Costs 
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Factoring the assumed utilities costs of $125 out of the affordable monthly costs, the 
percentages in Table 10 would indicate that almost half--46.2 percent--of renter households 
can afford units renting for no more than $375 per month. Yet, there are almost no units 
available--only a cumulative 1.0 percent of multi-family units-within this rental price range. 
Almost two-thirds-62.6 percent--of renters can afford rents of no more than $625, but even 
at this rent level, only a little over one-fourth of the existing multi-family units fall within the 
means of some of these renters. 
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The preceding discussion compared what multi-family households could afford to what is 
available on the market. Specifically, it compared what households living in dwellings with 
three or more housing units could afford, with the rent and utilities costs of all multi-family 
units, regardless of which households actually occupied which units. For this comparison to 
represent the actual housing cost burdens of households, the least expensive units would have 
to be occupied by those with the least income. This might be seen as an optimai distribution 
of multi-fa.rnily units. 

But, the distribution of units need not necessarily be in accord with what households can 
afford. Tabie 11 and Chart 14 compare the actual housing cost burdens of all renters, both 
households living in apartments as well as in single-family, duplex, and all other types of 
housing. The table and chart reflect the housing costs of each household for the unit in which 
they actually are living. 
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TABLE 11 
Renters in Housing beyond their Means 

Households Paying Households Paying 
Annual Household Renter More than 30% of More than 50% of 

Income Households Income for Housing Income for Housing 
0 -$10,000 13% 86% 64% 

$10,000 - 15,000 15% 88% 47% 
15,000 - 20,000 6% 71% 0% 
20,000 - 25,000 9% 60% 10% 
25,000 - 30,000 9% 70% 10% 
30,000 - 35,000 8% 55% 0% 
35,000 - 40,000 13% 36% 0% 
40,000 - 45,000 2% 0% 0% 
45,000 - 50,000 6% 29% 0% 
50,000 - 55,000 6% 0% 0% 
55,000 - 60,000 5% 0% 0% 
60,000 - 70,000 3% 0% 0% 
70,000 -$80,000 3% 0% 0% 

$80,000 or over 3% 0% 0% 

All Renters 100% 51% 17% 

Sources: 

I. All figures based on data from the Juneau Household Survey conducted by the McDowell Group for this study. 
2. Households are all renters, regardless of type of housing rented, e.g. single-family, duplex, apanment. 
3. Distribution of Renter Households by Annual Household Income based on respondents only. 

As can be seen in Table 11 and Chart 14, about seven out of eight households with income 
below $15,000 pay more than 30 percent of their income for housing. Households earning 
below $15,000 constitute 28 percent of all renters. Around half of such households pay more 
than 50 percent of their income on housing. Only for incomes above $35,000 does one find a 
majority of households with housing costs below 30 percent of their incomes. Considering all 
renters, slightly over half have housing costs exceeding 30 percent of their income and 17 
percent of all renter households pay more than 50 percent of their income for shelter. 
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National Comparisons 

National comparisons also indicate that Juneau has a serious affordability problem. The 1992 
per capita income for .i~Jaska \Vas 111 percent of the national average5. But, construction 
costs for Juneau were 151 percent of the national average as indicated by the Area 
Modification Factor in Table 3. Also, the ACCRA Cost of Living Index for housing showed 
Juneau at 147.5 percent of the index's 300 city average for the fourth quarter of 1993. The 
Runzheimer Living Cost Standards showed Juneau housing at 126.4 percent of the standard 
city for December 1993.6 This marked disparity between housing costs and incomes suggests 
that Juneau has a long way to go before housing will be as affordable, at least for local 
residents, as it is in the rest of the countr;. 

5 "Survey of Current Business'\ Bureau of Econorn.ic .. A;.nalysis, U.S. Department of Corrunerce, September 1993, page 
74. 
6 The ,A.CCRA and Runzheimer indices are from "Aiaska Economic Trends", Research and Analysis Section, Alaska 
Department of Labor, June ! 994. 
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Affordability as a Proxy for Price Elasticity of Demand 

If housing is as tight as current market conditions indicate, why don't rents rise enough to 
provide the necessary incentive for more construction? The fact that they haven't raises 
suspicions that renters simply can't afford to pay more. Demand for rental housing may be in 
a range that can be said to be price elastic. 7 Price elasticity of demand measures the 
percentage change in demand resulting from a given percentage change in price. Generally, 
demand for housing is thought to be rather inelastic with respect to prices.· That is, the basic 
need for housing generally outweighs the price of housing. 

The schedule of Affordable MontJ,Jy H·ousing Costs in Table 11 provides a rough way to look 
the price elasticity of demand for multi-family housing. In this case, the change in the 
Cumulative Rental Households (able to afford a given level of housing costs) shown in the 
table is the change in demand and the change in the Affordable Costs can be taken as the 
change in price. The use of this schedule to measure price elasticity of demand assumes that 
households will pay no more than 30 percent of their income for housing. 

It would be nice if this assumption reflected the real world, but it does not. As the preceding 
discussion demonstrates, households will and do pay far more than 30 percent of their income 
for housing. The divergence from this social goal is frequent and far enough that regression 
analysis reveals no significant statistical likelihood of households limiting their payments for 
housing to 30 percent of their incomes. 

Only a rough picture of price elasticity of demand can be garnered from the data in Table 11. 
The preponderance of renters at lower income levels, and the already great cost burdens they 
bear for housing, suggests that the demand for rental housing may be relatively elastic at 
current rent levels. This means that a given percentage increase in rents could cause a greater 
percentage decrease in multi-family demand. People may be likely to move in with friends or 
relatives; leave town, or look at buying a condominium or house. 

The price elasticities calculated from Table 11 change from inelastic (less than 1.0) to elastic 
(more than 1.0) above $875 per month for housing costs. This is close to the current average 
$849 housing cost for renters obtained in the McDowell Juneau Household Survey ($684 for 
rent and $ I 65 for utilities). 

This suggests that rents may be stuck below levels that would provide a large inducement to 
build new rental housing. Efforts to raise rents may reduce landlords' net income, as increased 
vacancies more than offset increased rents from occupied units. 

7 Price elasticity is measured as the percentage change in demand divided by the percentage change in price. An elastic 
demand with respect to price would have a price elasticity greater than 1.0, i.e. a given percentage change in price 
would produce a larger percentage in demand. Similarly, an inelastic demand has a price elasticity less than 1.0, 
meaning that a given percentage change in price will produce a smaller percentage change in demand. 
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Ordinarily, with an elastic demand, landlords could increase their income by reducing rents. 
This would produce a relatively greater increase in demand that would more than offset the 
reduction in rents. But in Juneau's situation, there are essentially no vacant units to 
accommodate the increased demand. Construction of new units to absorb increased demand 
may not be able to pay for themselves.· But even if they would, fears of future vacancies may 
limit developers' or investors' desires to build more housing. 

Income Elasticity of Demand 

Table 11 offers no information about the income elasticity of demand, i.e., the change in 
demand given a change in household incomes. The use of a constant percentage (30 percent) 
of income to tally the number of households that can afford a given level of housing costs 
assumes that the income elasticity of demand is 1.0. If a household's income increases X 
percent, Table 11 assumes that what the household can and would spend for housing also 
increases X percent. The result is that what households can and would spend for housing 
always remains at 30 percent of income. 

Need by Number of Bedrooms 

As discussed in Chapter ill of the Juneau Housing Demand Forecast, the existing stock of 
multi-family units does not match what renters feel they need in terms of number of bedrooms. 
Chart 15 compares the stock with what renters feel they need. 

CHART 15 
Multi-Family Housing Bedrooms Available and Needed 
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Even though there is a relatively greater percentage of efficiency (0-bedroom) or one­
bedroom units than desired and a relative shortage of two- and especially three-or-more­
bedroom units, it may be that households are less able to afford the larger units. 
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Affordability by Number of Bedrooms 

It is possible to use data from the Juneau Household Survey to distinguish the affordability of 
rental units according to the number of bedrooms in the units. The previous discussion under 
Rental Housing Affordability compared the cost of multi-family units against what households 
living in apartments could afford .. In this section, the costs of multi-family units by number of 
bedrooms are compared to what households living in all types of rental housing, and needing 
the specified number of bedrooms, can afford. 8 

From Tables 12-14, it can be determined that units witl1 larger numbers of bedrooms are 
progressively less affordable by the households that would need them. The percentage of 
units with the requisite number of bedrooms that are affordable to roughly half of the 
households needing them declines from 17 .0 percent of the efficiency or one-bedroom units, 
to 10.3 percent of the two-bedroom units, and to a bare 3.9 percent of the three-or-more­
bedroom units. 

There are no efficiency or one-bedroom units with costs below $250 per month, no two­
bedroom units with costs below $500 per month, and no three-or-more-bedroom units with 
costs below $625 per month. Yet, 19 .4 percent of the households needing efficiency or one­
bedroom units can afford no more than $250 a month, 30.3 percent of the households needing 
two-bedroom units can afford no more than $500 a month, and 39 .1 percent of those needing 
three-or-more-bedrooms cannot afford more than $625 a month. 

8 The number of rental households needing a specified number of bedrooms is based on the distribution of bedrooms 
for all households according to the number of persons in the household. This same bedroom distribution by number of 
persons is applied to a distribution of rental households' incomes by number of persons to determine the number of 
rental households needing a given number of bedrooms and how much they can afford. 
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TABLE12 
One-Bedroom Multi-Family Units 

Renters' Affordable Costs and Existing Units' Costs 

Cumulative One-Bedroom Cumulative One-
Affordable Monthly Rental Rental Multi-Family Bedroom Multi-

Housing Costs Households Households Units Family Units 

0 $ -250 19.4% 100.0% 

$ 250 - 375 12.6% 80.6% 0.5% 

37.5 500 5.9% 68.1% 1.5% 

500 - 625 II.I% 62.2% 15.0% 

625 - 750 9.4% 51.0% 28.3% 

750 - 875 6.8% 41.7% 41.0% 

875 1,000 14.0% 34.9% 9.3% 

1,000 - 1,125 3.2% 20.9% 1.1% 

1,125 - 1,250 4.1% 17.7% 2.9% 

1,250 1,375 4.0% 13.6% 0.0% 

1,375 - 1,500 3.0% 9.6% 0.4% 

1500 - 1}50 ~ ~~ "'-.LIO 6.6% 

1,750 $-2,000 2.8% 4.3% 

$2,000 or over 1.5% 1.5% 

i00.0% 100.0% 

Sources: 

i. Rental Households are those requiring one bedroom. This was determined by applying the 

distribution of one-bedroom units by number of persons in the household for ali 

households to the distribution of Affordable Monthly Housing Costs by number of 

persons in the household for al! rental households. These distributions are from the 

Juneau Household Survey prepared by McDowell Group for this study. Affordability 

is defined as housing costs less than or equal to 30 percent of monthly income. 

Distributions are based on respondents only. 

2. Multi-Family Units based on the multi-family housing inventory survey of rents prepared by 

Thomas P. King & Associates for this study plus the Senior Citizens Support Services, Inc. 

project under constn.1crion and Housing First'~ p!a.'1ned Douglas project; disuibution 

based on respondents only; the distribution of rents was shifted upwards by one bracket 

to allow for $125 per month of utility expenses. 
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TABLE 13 
Two-Bedroom Multi-Family Units 

Renters' Affordable Costs and Existing Units' Costs 

Cumulative 
Cumulative Two-Bedroom 

Affordable Monthly Rental Rental Two-Bedroom Multi-Family 

Housing Costs Households Households Multi-Family Units 

0 $ -250 10.9% 100.0% 

$ 250 - 375 15.4% 89.1% 

375 - 500 4.0% 73.7% 

500 - 625 8.8% 69.8% 0.2% 

625 - 750 7.8% 61.0% 10.1% 

750 - 875 9.8% 53.2% 13.2% 

875 - 1,000 11.5% 43.5% 51.9% 

1,000 - 1,125 2.1% 32.0% 16.5% 

1,125 1,250 7.5% 29.8% 5.5% 

1,250 - 1,375 6.9% 22.4% 0.0% 

1,375 1,500 3.1% 15.5% 2.2% 

1,500 - 1,750 4.4% 12.4% 0.4% 

1,750 $-2,000 4.6% 8.0% 

$2,000 or over 3.4% 3.4% 

100.0% 100.0% 

Sources: 

I. Rental Households are those requiring two bedrooms. This was determined by applying the 

distribution of two-bedroom units by number of persons in the household for all 

households to the distribution of Affordable Monthly Housing Costs by number of 

persons in the household for all rental households. These distributions are from the 

Juneau Household Survey prepared by McDowell Group for this study. Affordability 

is defined as housing costs less than or equal to 30 percent of monthly income. 

Distributions are based on respondents only. 

2. Multi-Family Units based on the multi-family housing inventory survey of rents prepared by 

Thomas P. King & Associa1es for this study plus the Senior Citizens Support Services, Inc. 

project under construction and Housing First's planned Douglas project; distribution 

based on respondents only; the distribution of rents was shifted upwards by one bracket 

to allow for$ I 25 per month of utility expenses. 
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TABLE 14 
Three-or-more-Bedroom Multi-Family Units 

Renters' Affordable Costs and Existing Units' Costs 

Cumulative 
Cumulative Three+ Bedroom Three+ Bedroom 

Affordable Monthly Rental Rental Multi-Family Multi-Family 

Housing Costs Households Households Units 

0 $ -250 8.2% 100.0% 

$ 250 - 375 15.5% 91.8% 

375 500 7.4% 76.3% 

500 625 8.0% 68.8% 

625 750 7.9% 60.8% 3.9% 

750 - 875 7.5% 53.0% 32.9% 

875 1,000 11.0% 45.5% 3.1% 

1,000 - 1,125 2.8% 34.4% 37.I % 

1,125 - 1,250 7.1% 31.6% 23.1% 

1,250 - 1,375 7.3% 24.4% 

1,375 - 1,500 5.0% 17.1% 
1 ~('\('\ 
1,JVV - i.750 3.8o/o !2.!% 

1,750 $-2,000 3.4% 8.4% 

$2,000 or over 5.0% 5.0% 

100.0% i00.0% 

Sources: 

1. Rental Households a.~ L~ose requiring three or r11ore bedrooms. Tnis is based on applying 

the distribution of three-or-more-bedroom units by number of persons in the household for 

all households to the distribution of Affordable Monthly Housing Costs by number of 

persons in the household for all rental households. These distributions are from the 

Juneau Household Survey prepared by McDowell Group for this study. Affordability 

is defined as housing costs less than or equal to 30 percent of monthly income. 

Distributions are based on respondents only. 

2. Multi-Family Units based on the multi-family housing inventory survey of rent~ prepared by 

Thomas P. Kmg & Associates for this study plus the Senior Citizens Suppon Services, Inc. 

project under construction and Housing First's planned Douglas project; disLribution 

ba~ed on respondents only. The distribution of rents was shifted upwards by one bracket 

to allow for $125 per month of utility expenses. 
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Charts 16 through 18 help depict the affordability versus stock relationships by number of 
bedrooms. Chart 16 compared to Chart 17 shows that one-bedroom units are spread across a 
wider range of costs than two-bedrooms which are highly concentrated around $1,000 per 
month. The bimodal distribution (two peaks) of costs for three or more bedrooms seen in 
Chart 18 is due to subsidized rents. Chart 18 shows the shortcomings of what may be the 
program or policy limits of subsidized housing. The subsidies still don't push costs down 
within reach of a large bulk of the rental population. 
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The three-dimensional cumulative affordability charts, Charts 19 through 21, graphically show 
the movement to the right of the supply of rental housing on the cost scale, as the number of 
bedrooms increase. A smaller and smaller proportion of households are left in the charts, as 
bedrooms increase, that can afford the available units. 
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CHART20 
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The charts illustrate the difficulty of increasing rents above their current levels. Further 
movement to the right of the cumulative supply curve would leave very little of the rental 
supply within the means of households. Table 15 compares the point at which demand shifts 
from inelastic to elastic with the current level of housing costs and availability, based on a 30 
percent affordability criterion. 

TABLE 15 
Thresholds of Elasticity and Units above Threshold 

Threshold Existing Units Current Total 
of above Rent for Monthly Monthly 

Bedrooms Elasticity Threshold New Unit Expenses Cost 
1 $750 54.7% $650 $140 $790 
2 875 76.4% 850 140 990 
3 $1,000 60.2% $1,000 $140 $1,140 

Sources: 
I. Threshold of Elasticity and Existing Units above Threshold calculated from Tables 12 through 14. 
2. Current Rent for New Unit from Thomas P. King & Associates survey of existing multi-family housing 

conducted for this study, based on survey results for newer units. 
3. Monthly Expenses from 1994 Juneau Household Survey conducted by the McDowell Group for this 

study. 

With a majority of existing units already above the estimated point at which demand becomes 
elastic, it is unlikely that rents would rise a lot higher. Yet, the estimated costs to renters for 
new rental housing are all in the range where demand may be elastic. If the rents shown are 
required for new construction to pencil out, a project might run a significant risk of default. 

Juneau Multi-Family Housing Market Analysis Page 1 - 51 



III. Future Juneau Multi-Family Housing Market Conditions 

The Juneau Housing Demand Forecast estimates the demand for additional housing units 
based on projected changes in population. It does not estimate the effect of the projected 
demand for housing units on the price of housing. Nor does it provide any indication of 
whether additional supply will be forthcoming to meet the projected demand. 

Analysis of the historical relationships between population, rental prices, and supply provides 
the basis for a simple model of the Juneau multi-family housing market. The model can 
provide some insights about the possible future conditions of Juneau's multi-family housing 
market. 

Theoretical Basis for a Multi-Family Housing Market Model 

Demand for multi-family housing not only detennines how intensively existing housing will be 
utilized, but also plays a key role in how much new multi-family housing will be built. To 
understand these relationships, it is necessary to distinguish between the demand for multi­
family housing structures and the demand for multi-family housing services. Demand for 
multi-family structures comes from the lessors--developers or investors seeking to own the 
buildings as profitable investments. Demand for multi-family housing services comes from the 
lessees-persons or households seeking to rent a portion of the buildings for living 
accommodations. 

Demand for multi-family buildings is a function of the stream of net operating income (NOi) 
that can be generated over time by renting the units in the structure, plus or minus any gain or 
loss that would be expected on sale of the property.9 The supply of new multi-family housing 
is a function of the costs of constructing and financing new buildings. Landlords or 
developers will buy or build multi-family housing when the net operating income (NOi) from 
the property (rent minus operating expenses) exceeds their cost of capital (interest on 
borrowed funds plus foregone investment income on the equity they chip in), if they can count 
on the price of the structure not to f all. 10 

9 A more exact specification of demand would express NOi and gains and losses in terms of expected present value. 
Supply would be specified also in terms of the present value of costs of construction and financing. These concepts are 
omitted from the discussion for the sake of simplicity. 
10 If there were no risk of depreciation in the price of structures, owners would not need to repay principal on borrowed 
funds or provide for extraction of equity. In reality, there are a multitude of risks that require that NOi be sufficient to 
recover not only principal to be paid to lenders, but to provide some cushion in NOi above that level. 
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In the short run, the supply of structures is pretty much fixed. Thus, changes in demand for 
rental housing will be reflected largely in changes in the rental price, and possibly vacai,cy 
rates. A short-run increase in rental prices or occupancy rates, due to a surge in population 
for example, can increase the NOI for owners of multi-family housing. This would increase 
the price of multi-family structures and serve as a signal for possible construction of additional 
multi-family housing. 

The level of rents and vacancy rates link demand for rental housing to the demand for 
structures because they are main ingredients in a property's NOI. But rents and vacancy are 
not the whole story. Capital costs of supplying addition_al housing and expectations about 
appreciation or depreciation in the price of the structure are also critical. 

Demand by renters for the service that multi-family buildings provide, i.e., their use as rental 
housing, is a function of price (rent), renters' income and wealth, and demographic factors. 
The demographic determinants include population, household size, a._nd household 
composition (family structure and age of members). The Juneau Housing Demand Forecast 
prepared by the McDowell Group for this study estimates demand based on population and 
certain special cases regarding household composition (mining construction workers, seasonal 
employment with the Legislature and in the tourism industry). 

Specification of the Model by Regression Analysis 

Demand 

Using data for the period from 1981 to 1992, an analysis was performed of the relationship 
between rental prices and several factors that might be expected to explain rental price 
changes. These factors included vacancy rates, average wages, and population. 

The result was a simple regression equation describing Juneau's multi-family housing demand. 
The equation is: 

R; = $755 + $3,033[(P/Pi_J)-1] ... - - -

where, Ri = the real rental price in 1993 dollars in year i; 
Pi= population in year i~ and, 
Pi-1 = population in year i-1. 

This equation says that the level of real rent will be a function of the percentage change in 
population from the prior yea_r, expressed as a decimal fraction, i.e., 1 % = 0.01. In this case, 
rents are those for two-bedroom apartments of the kind used in the ACCRA index. 
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The equation explains 63 percent of the annual variation in real rental prices. The coefficients 
are significant at the 99.8 percent confidence level. Statistical details are provided in 
Appendix A. No other equations tested approached this equation in terms of statistical 
quality.II 

Su1mly 

The relationship between multi-family building permits and several factors that might be 
expected to explain changes in multi-family housing starts also was analyzed. These factors 
included rents, vacancy rates, land costs, capital costs_, and assessed values of multi-family 
properties. 

The result of the analysis was a simple regression equation describing Juneau multi-family 
housing supply. The equation and its estimated coefficients are: 

Ui = -706 + 1.006(Ri) - 132(Di) 

where, Ui = the number of multi-family units authorized in year i; 
Ri = the real rental price in year i; 
Di= 0 if Ri <.$800 per month; or, 

• = I if Ri ~ $800 per month. 

This equation explains 77 percent of the annual variation in multi-family building permits 
authorized. The coefficients are significant at the 98.6 percent level. Statistical details are 
provided in Appendix A. No other supply equations tested approached this equation in terms· 
of statistical validity. 

If we assume no construction occurs when real rents are below $800 per month, the supply 
equation becomes: 

Ui '°' Ri - 838. 

This says two things: 

• real rents in 1993 dollars probably have to be above $838 per month for two­
bedroom apartments to trigger new multi-family construction; and, 

• the number of new multi-family units constructed each year when real rents are 
above $838 is likely to be one unit for every dollar that real rents exceed $838. 

If we now substitute the demand equation for Ri into the supply equation for Ui, we have: 

Ui = 755 + 3,033(P/Pi-1-l) - 838, or 
Ui = 3,033(P/Pi-1-l) - 83. 

11 In the case of vacancy rates, the absence of data for the early I 980's may have been the reason no valid relationship 
was found. 

Juneau Multi-Family Housing Market Analysis Page 1-54 



This equation leads to the following conclusions, when real rents are above $800: 

• construction of new multi-family units is likely to occur, other things being equal, 
when population increases by more than 2.7 percent (83/3,033) from the prior 
year; 

• an additional 30 units of multi-family housing can be expected, other things being 
equal, for each 1.0 percent increase in population in excess of an annual rate of 2. 7 
percent. 

The Model 

Taken together, the demand and supply equations: 

Ri = $755 + $3,033(P/Pi-1-1) 
Ui = 3,033(P/Pi-1-l) - 83 

constitute a simple model that provides estimates of rental prices and new multi-family 
construction. Although this is a static model, it is useful for illustrating some of the dynamics 
of the market. Following a simple example illustrates how changes in population can push up 
rents in the short run, eliciting an increase in supply that, according to the coefficients of the 
equations, leads to a decrease in rents that shuts off further construction, in the absence of 
further population increases. 

For example, assume that rents are $800 and that population increases 4.0 percent in one year. 
According to the equations, real rents would increase to $876 and construction would begin 
on 38 new multi-family units. If population holds steady thereafter, then real rents would fall 
to $755 a year later and no further multi-family housing starts would take place. 

This model is only the roughest approximation of reality. It essentially abstracts from or holds 
constant many real world variables, such as vacancy rates, costs of developing new multi­
famiiy housing, prices of alternative types of housing, and expectations about the future. 
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Implications of the Model 

Three of the most pertinent conclusions to be drawn from the model are: 

• rents, which for two-bedroom units are about $850 currently, appear to be in the 
range that some, but not a lot, of new multi-family construction should ensue; 

• based on the Juneau Housing Demand Forecast estimated need for an additional 
242 multi-family units through 1995 over and above those planned or in-progress, 
rents for two-bedroom units might have to be $1,080, compared to current levels 
of $850 to $950 to fully meet pent-up demand; 

• the current level of rents may be holding back the floodgates of new construction 
because they offer only limited profitability for investments in multi-family housing; 
and, 

• at the same time, multi-family housing investments face substantial risk from 
possible declines in population, as well as other factors. 

This one element of risk can be quantified by the potential change in rental prices due to 
changes in population, as specified by the model. The model suggests that in the absence of 
population increases, rents would settle at around $755 after supply has adjusted to the 
stabilized population. This level may be valid only in the presence of more normal vacancy 
rates. The demand equation says that real rents would be likely to decline about $30 for each 
1.0 percent decline in population. A 4.0 percent decline in population, such as that 
experienced during the worst year following the mid-1980's real estate and oil crash, could 
cause rents to drop $120. If this occurred when supply was in balance with demand at rental 
prices of $755, the population decline could send rents as low as $635 in 1993 dollars. This is 
essentially the level that real rental prices sank to at their nadir in 1988. 

One implication of this seems to be that a successful program to stimulate enough multi-family 
construction to bring vacancy rates to 5.0 percent may create the potential for large drops in 
rents if population stops growing or falls. Current two-bedroom rents of $850 to $950 might 
slide back to $755 with ample vacancy rates and a stable population. Past history has 
demonstrated that rents can go as low as $644 with a major slippage in population. More 
calamitous falls in population than previously experienced are within the realm of possibility. 

The fear of this happening, even with the current absence of vacancy in the market, may be as 
great a check on investors and lenders as the marginal profitability that current rents may 
afford. The potential magnitude of Juneau population declines from events such as a capital 
move or serious retrenchment in State employment as Prudhoe Bay winds down could be 
significantly greater than the example given of 4.0 percent. While the surplus of housing and 
cheap rents would be a boon to renters, the possibility of population crash stands as a serious 
obstacle to creation of additional multi-family housing. 
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Large price movements are characteristic of rental markets subject to large swings in 
population. The volatility of rental prices is a result of two things: 

the short-run-fixed supply of housing; and, 

the capital intensive nature of providing rental housing services. 

The biggest proportion of costs are in creating the housing, not in operating it. This leads to a 
high proportion of fixed costs as opposed to variable costs. In a situation of falling demand, 
competitive forces can causerents to fall as low as variable costs. Below that level an 
apartment building would lose less money by shutting down. On the upside, the costs of 
producing and operating new multi-family housing can place a ceiling on rents over time. But 
lags in developing, financing, and constructing new projects can allow sharp increases in rents 
in the short run. 
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IV. The Mortgage Market 

The Primary Mortgage Market 

A mortgage is a transfer of an interest in real property that secures a payment of debt. Loans 
secured by mortgages are created in the primary mortgage market. This origination of 
mortgage loans is provided by mortgage lenders. Mortgage lenders include: 

commercial banks 
savings and loans 
savings banks 
mortgage bankers or companies. 

Multi-family rental housing properties of five or more units are produced and owned as 
income-producing property. Mortgage loans on such housing are referred to as commercial 
multi-family mortgage loans. One- to four-family housing is usually produced and owned 
primarily for owner-occupancy. Mortgage loans on one- to four-family housing are called 
residential mortgage loans. The market for commercial mortgages differs from that for 
residential mortgages in many ways. 

For construction of new multi-family housing, there normally are two types of mortgage loans 
made-a construction loan and a long-term loan. Often, the long-term loan is referred to as 
the permanent, or term, financing or loan. 

Forward Commitments 

The long-term loan may also be referred to as the take-out loan or financing if the long-term 
lender makes a commitment to provide the long-term financing before completion of 
construction. Such a commitment may be referred to as a forward commitment. The 
borrower and construction lender would prefer to have the take-out financing in place before 
the construction lender makes the construction loan, all else being equal. Commitments, of 
course, cost money. The greater the risks entailed in the commitment, the greater the 
commitment fee will be. 

Rate-Locks 

The long-term lender's commitment may or may not include a commitment as to the interest 
rate, often called a "rate-lock". The availability of a rate-lock may be critical to a mortgage 
lender's willingness to make a construction loan, at least on the basis of the long-term lender's 
terms and conditions. Of course, a fee would be charged by a long-term lender for a rate­
lock. 
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Rate-locks cover the risk that an adverse movement in interest rates might jeopardize the debt 
service coverage ratios required by the take-out financing source. Uncovered construction 
loans would leave a mortgage lender two unpalatable alternatives in the event of an adverse 
movement in interest rates: 

1. If the lender originates the long-term loan at current market rates, the mortgage lender 
would be forced to hold the long-term financing. Lenders have limits on their appetite 
for long-term real estate loans. They also would be especially loathe to take on loans 
that are underwritten on the longer maturities of the take-out financing. 

2. The alternative would be to write the loan at the interest rate necessary to meet debt 
service coverage required for take-out financing. Then, the mortgage lender would be 
forced to take a loss on placing the loan with the take-out lender in order to provide 
the take-out lender with a current market rate. 

As a practical matter, mortgage lenders that are willing to hold the permanent loans deal with 
the interest rate and other risks by underwriting uncovered construction loans on the basis of 
the bank's long-term lending guidelines. This provides a greater equity cushion for the lender 
and avoids commitment fees. Then, if permanent financing is piaced with a secondary market 
source, the loan·will be re-underwritten to that source's terms and conditions. This results in 
the return of some of the borrower's equity. 

Note that the lack of a forward commitment with a rate-lock can create two major obstacles 
to financing multi-family housing: 

l. if the mortgage lender is unwilling to risk having to hold the mortgage loan, no loan 
will be made; and, 

2. the financing may require inordinate amounts of equity because the lender may be 
willing to hold a loan, but only one that is underwritten on the bank's terms and 
conditions, not the secondary market's. 

A mortgage lender alternativeiy can cover the interest rate risk with a rate-lock or by hedging 
mortgage rates in the futures or options market. Fees for these methods of hedging can be 
very expensive, as much as 3 percent of the an1ount hedged. Such fees could be just as 
detrimental to project economics as the interest rate risk they seek to avoid. Even if the fee is 
tolerable, the state of the development of futures and options contracts and markets make this 
avenue an imperfect hedge at best. Besides, many depository financial institutions do not have 
the expertise to carry out hedging in the financial markets. A very few firms manage interest 
rate risk on mortgage originations for lenders on contract. The only one identified in the 
course of this study12 currently hedges only residential mortgages. 

12 Tuttle & Co. of iviill VaHey, CaEfornia. 
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Lease-Up Risk 

Coverage ratios also could be jeopardized by other risks. Lease-up risk could imperil 
occupancy levels necessary to reach the required debt service coverage. This level could be 
different from the occupancy level typically included as a specific requirement of the take-out 
commitment. Lease-up risk sometimes is dealt with by either extending the construction 
loan's maturity to encompass the lease-up period or writing what's called a rninipermanent or 
"miniperm" loan that specifically covers the lease-up period. 

Other Risks 

Failure to operate rental apartments within budgeted expenses can also jeopardize coverage 
ratios. But with knowledge of the market and experience with borrowers, mortgage lenders' 
main wild card is often the interest rate risk. 

Still, there are other risks that could invalidate a forward commitment, such as: 

failure to complete construction and get required approvals, such as the certificate 
of occupancy, within the commitment period; 

· failure .to construct units according to plans or specifications, or standards that 
might be stipulated.in the commitment; 

violations or laws, codes, ordinances, or environmental rules; 

cost overruns resulting in the mortgage lender increasing the construction loan 
beyond the amount contained in the commitment; and, 

adverse changes in the borrower's financial situation. 

Invalidation of a commitment sometimes may stem from a lack of liquid funds on the long­
term lender's part. Changes in mortgage market prices and rates also may affect the 
desirability to the long-term lender of fulfilling the commitment. These are not reasons that 
are included in commitments as escape clauses. But, in such cases, the long-term lender 
usually can find some technical violation of the conditions of the commitment to invalidate 
it.13 

Primary Mort2a2e Market Players 

Commercial banks are the biggest source of construction financing. Chart 22 shows the 
percentage of 1993 multi-family construction loans originated by various mortgage market 
participants. 

13 "Construction Lending", Henry S. Kesler and R. Lynn Tucker, pp. 238-239; from Financing Income-Producing Real 
Estate, Second Edition; Eric Stevenson, Editor; Mortgage Bankers Association of America, 1988. 
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CHART22 
1993 Multi-Family Construction Loans 
Percent of Dollar Amounts Originated 
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Source: "Survey of Mortgage Lending Activity', HUD, 12/93 

Chart 23 shows mortgage lenders' 1993 shares of the market for origination of long-term 
mortgage loans. Commercial banks and savings and loans are the main long-term multi-family 
housing mortgage lenders. For moderate-sized multi-family housing projects in Alaska that 
are not targeted toward lower-income tenants, mortgage bankers would be the next most 
important source of long-term loan originations. Only large multi-family loans, generally in 
the tens of millions of dollars, are originated directly by life insurance companies and the 
government-sponsored agencies FNMA and Freddie Mac. State and local housing finance 
agencies generally originate mortgages for affordable housing. Savings banks are regionally 
important in origination of long-term mortgages in the northeastern part of the United States. 
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CHART23 
1993 Multi-Family Long-Term Loans 
Percent of Dollar Amounts Originated 
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Source: "Sur,oey of Mortgage Lmding Activity", HUD, 12193 

The Secondary Mortgage Market 

Mortgage lenders may either retain long-term mortgage loans as assets in their investment 
portfolios or sell them in the secondary mortgage market. Savings and loans and, to a lesser 
extent, banks may retain some mortgages as investments. Mortgage bankers or mortgage 
companies sell all the loans the make. Chart 24 displays the holdings of multi-family mortgage 
loans by various mortgage market participants at the end of 1993. 
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Loans may be sold as whole loans, participations, or mortgage-backed securities. A whole 
loan sale transfers all ownership interest and all documents reiated to a ioan or pool of loans. 
A participation transfers only a portion, usually 90 percent, of a loan or pool to another party. 
The retention of a minor portion by the lender helps assure the purchaser of the quality of the 
loan and, as a matter of practice, avoids the trar1sfer of most documents. 
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MortKaKe-Backed Securities (MBS's) 

A mortgage-backed security (MBS) is a debt instrument which relies on the cash flow and, if 
need be, the liquidation value of a mortgage loan or pool of mortgage loans for paying the 
principal and interest on the debt. Investors purchase MBS's because of their: 

liquidity-they can usually be traded readily in the securities markets at their 
market value; 

efficiency--ownership is evidenced by a certificate or book entry, avoiding transfer 
of documents; 

diversification-risk may be spread by a pool across more than one mortgage, 
lender, or local economy; and, 

credit enhancement-various means exist to insure the MBS holder against default 
by the issuer of the MBS. 

For depository financial institutions, holding mortgages in the form of MBS's guaranteed by a 
federally-sponsored agency-FNMA, Freddie Mac, or GNMA-helps them meet regulatory 
requirements regarding their level of capital. See the discussion under Banks in Chapter V. 

Secondary Mort2ai:e Market Players 

The secondary mortgage market consists of investors or financial intermediaries that buy loans 
from mortgage lenders. To some extent, primary market lenders may buy loans in the 
secondary market to bolster their investment portfolio, obtain servicing income, or assemble a 
pool of mortgages of sufficient size to form securities. But, the majority of loan sales in the 
secondary market are to investors, or to financial intermediaries which package the loans into 
securities for subsequent sale to investors. 

Investors in multi-family mortgage loans or securities backed by multi-family mortgage loans 
include: 

federal (FNMNFreddie Mac) and state credit agencies 
life insurance companies; 
pension funds 
individuals; and, 
real estate investment trusts (REIT's). 

REIT's are trusts or corporations electing REIT tax status. They are granted conduit tax 
treatment as long as they invest only in real estate. Like a mutual fund, the trust or 
corporation can avoid taxation by passing its income on to shareholders. REIT's may make 
mortgage loan or equity investments, but for tax purposes they must be "passive" lenders or 
investors which do not actually manage the businesses they invest in. 
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The attractions of securitization of mortgages have led mortgage lenders and financial 
intermediaries to also take on a significant investor role in the seconda.ry market. They buy 
MBS's for their investment portfolios. Often lenders may buy back the same security created 
from a pool of mortgage loans that they sell to a financial intermediary. 

The main financial intermediaries in the mortgage market are the entities that issue MBS's. 
These include; 

FNMA; 
Freddie Mac; 
private conduits; and, 
mortgage lenders that issue MBS's. 

Private conduits are associations between mortgage market participants that gather mortgage 
loans and package them into MBS's. They typically might include a mortgage banking firm as 
issuer of the MBS, correspondent relationships with other mortgage lenders which originate 
loans and sell them to the mortgage banker, and an investment banking firm which 
underwrites and markets the MBS on Wall Street to investors. 

Because of the advantages of MB S's, mortgage sales in the secondary market have been 
shifting to the packagers of loans for MBS issuance. Chart 25 gives a peek at the importance 
of MBS's in the current mortgage marketplace. The amounts shown for purchases by 
mortgage pools are mortgages packaged into MBS's during 1993. Almost all of the amounts 
shown for private MBS conduits and a large amount of purchases by other players, especially 
FNMA and Freddie Mac, are ultimately destined to be packaged as MBS's. 
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V. Multi-Family Housing Financing Sources·· 

Multi-family housing financing sources are grouped under two headings-affordable housing 
financing sources and market rent housing finance sources. The affordable housing sources 
have set-aside requirements that dedicate a certain number of a project's rental units to lower-

. income persons and limit the rent which can be charged for those units. Market rent sources 
have no such requirements. 

Affordable Housing Financing Sources 

Alaska Housin2 Finance Corporation (AHFC) 

In addition to its multi-family housing programs, AHFC has a Special Housing Fund which 
may be used in conjunction with any other AHFC program. It also serves as the sole funding 
source for AHFC's Loans to Sponsors program, the only AHFC program funded entirely from 
the Special Housing Fund. The Special Housing Fund is used to make concessions in loan 
terms or credit requirements as necessary to provide a reasonable expectation of loan 
repayment. The fund is available for use by for-profit as well as non-profit sponsors, in the 
case of rental projects: The money in the fund comes from the arbitrage AHFC earns. 14 

The Special Housing Fund is tapped on a first come, first serve basis by the programs eligible 
to use it. The pool currently has a balance of about $20 million, of which about $12 million 
has been committed. About $7.5 million of the commitments were made in response to the 
two applications received to date for the Loans to Sponsors program. That program began 
about a year and a half ago. Appendix B contains management guidelines for the Special 
Housing Fund. 

By virtue of AHFC's statutory charter, AHFC financing programs must be targeted toward 
lower- to moderate-income families. All existing AHFC multi-family programs are for 
affo:~able housing. They are described in the following subsections. 

14 Arbitrage earnings are the amounts AHFC earns by charging a higher rate of interest on its loans than the rate paid 
on its bonds. 
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Multi-Family, Special Needs & Congregate Housing Loan Program • 

Under this program AHFC offers mortgage loans for multi-family housing15 to both for-profit 
borrowers as well as non-profit and other borrowers. Other borrowers include regional 
housing authorities, Alaska native corporations, municipalities, and State or municipal 
agencies. This is a direct lending program. Loan application is made to AHFC which 
originates the loan. Loans are serviced by banks. 

The loan terms and conditions cited below are those which generally would be applicable for 
new multi-family construction under current Juneau market conditions. See Appendix B for a 
full statement of the program's terms and conditions. Forward commitments, with the lending 
rate to the borrower locked-in, are available under the program. There is a 1.5 percent 
commitment fee, refundable if the loan is made. 

TABLE 16 
AHFC Multi-Family, Special Needs, & Congregate Housing 

Loan Terms and Conditions 

Loan-to-Value (term ioan) 
Amortization period 
Debt service coverage 
Loan fee 

first $1,000,000 
next $4,000,000 
next $10,000,000 
next $15,000,000 

Servicing fees 

For-Profit Borrower 
85% 

30 years max 
1.15 

1.00% 
0.75% 
0.50% 
0.25% 

.250% 

.125% 

Non-Profit/Other Borrower 
no limit (acceptable risk) 

30 years max 
1.15 

.500% 

.375% 

.250% 

.125% 

.250% 

.125% 
loans< $1 million 
loans > $1 million 

Interest rates (fixed) 
Tax-exempt 
Taxable 

(rates as of 5/31/94) 

Set-aside requirements 

Rent restriction 

6.929% 
8.969% 

20% of units for incomes :S; 50% 
of area median or 40% of units 
for incomes :S; 60% of median 

30% of 50% or 60% of median 
income for family size figured 
@ 1.5 persons/bedroom 

6.929% 
8.969% 

20% cf units for incomes S 50% 
of area median or 40% of units 
for incomes :S; 60% of median 

30% of 50% or 60% of median 
income for family size figured 
@ 1.5 persons/bedroom 

iS Loans are also offered for special needs (elderly, disabled, mentaliy iii, homeless, or transitional) and congregate 
services (housekeeping, meais, counseling, job training, medical care, or child care) rental properties under more 
liberai terms than multi-fan1i!y properties. 
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AHFC's lending rate will be the tax-exempt rate, except in the case of acquisitions without 
substantial rehabilitation by for-profit borrowers. The lending rates are generally tied to the 
Bond Buyer Weeldy 25 Revenue Bond Index in the case of the tax-exempt rate and the 30 
year U.S. Treasury bond rate for taxable rates. A spread over these indices is maintained to 
cover AHFC's cost of funds (relative to the indices) in the bond market as well as its 
administrative costs. Servicing fees as shown in Table 16 are added to the interest rate 
charged the borrower. 

The FY 1994 median income limits for the Juneau borough are: 

TABLE17 
FY 1994 Juneau Median Income Limits 

lJm.Qn ~ lli.[sQn !.lmml .i.fmQn ~ l..£ruQn .8...£lliQll 

Median Income $42,400 48,500 54,500 60,600 65,400 70,300 75,100 $80,000 
Limits 

60% of median 25,440 29,100 32,700 36,360 39,240 42,180 45,060 48,000 
50% of median $21,200 24,250 27,250 30,300 32,700 35,150 37,550 $40,000 

_These limits permit maximum rents as shown in Table 18 for the rent-restricted units in a 
project. The maximum rents are calculated by a formula based on an assumed number of 
persons per bedroom as shown in the table and on median incomes. Maximum rents charged 
are not tied to the actual number of persons in a unit or their actual incomes. 

Bedrooms 
0 

2 
3 

TABLE18 
Restricted versus Market Rents 

Rents 
Persons 50% of Median 6Q% of Median 

$530 $636 
1.5 568 681 
3 681 817 

4.5 $787 $945 

Market 
$600 

650-700 
850-900 
$1,000 

Note that two of the allowed rents are above the market as shown by the boxes in the table. 
This suggests that projects meeting the lower-income criteria of this and other programs with 
similar affordability guidelines may have better odds of being financially feasible. Depending 
on the configuration of bedrooms in the units, a project might have to give up very little in 
restricted rents, yet receive significantly better financing terms. 
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Low-Income Housing Tax Credit Program 

This program is a source of equity for new construction, acquisition of properties (IO years or 
older) with rehabilitation, or just rehabilitation. The properties generally must be rental 
properties, but can be of any housing type (single-family, multi-family, single room occupancy, 
etc.). The program provides federal income tax credits that may be used by the developer to 
reduce federal taxes. More commonly, the credits are sold to other persons or entities with 
federal tax liabilities to raise funds for a developer's required equity contribution to a project 16. 

Both for-profit and non-profit17 developers can participate in the program. 

To be eligible for the tax credits, a project must meet the same unit set-aside and rent 
restriction requirements as contained in AHFC's Multi-Family, Special Needs & Congregate 
Housing Loan Program. These requirements must be met for a minimum of 30 years. 18 

The tax credits are provided to a project in equal annual amounts over a period of ten years. 
The annual tax credits generally will be in an amount whose total present value over the ten 
years is the lesser of: 

1. the unfunded project costs (i.e., the difference between the project costs and any 
loans, equity contributions, grants, etc.); or, 

2. 30 percent or 70 percent of the project's qualified basis 19, for projects with or 
without federal subsidies respectively; federal subsidies for this purpose inciude 
Farmers Home Administration, HUD, or tax-exempt financing. 

In essence, the first limitation says that the amounts received by the project from the sale or 
use of the tax credits cannot exceed the a.rnount needed to complete the project financing. 

The second limitation generally is calculated as 30 percent or 70 percent of actual depreciable 
construction ( or rehabilitation) costs20 for the project multiplied by the smaller of the floor 
space .percentage or unit percentage attributable to set-aside rent-restricted units. 

16 A purchaser of the tax credits must take an ownership interest in the project. This requires the fonnation of a 
partnership, joint venture, corporation, or other entity as owner that includes the purchaser of the credits. A limited 
partnership is the most common form used. Structuring ownership and a tax credit sale is usually accomplished by 
brokers that arrange sales to large corporations, banks, trusts, or foundations. 
17 Non-profit sponsors of projects would sell the credits since they would have no income tax liabilities. 
18 This is accomplished through signing an Extended-Use Agreement that is recorded as a restriciive covenant to the 
deed, binding upon both the developer and successors in the eveni of a sale. Tne agreement may be terminated after 15 
years if necessary to make the property salable; but, to be competitive, an application needs to exiend the iow-income 
use commitment to 30 years to get the maximum 9 points under one of the selection criteria for this program. 
19 This limitation is based on a federal formula calculation of present vaiue. The present vaiue as calculated by the 
formula is not necessarily the same as the value that can be realized by sale or use of the credits. However, the U .. S. 
Treasury adjusts the formula's discount factors on a momhiy basis. Thus, the formula's present value should track 
changes in interest rates and approximate the value that would be received by sale or use of the credits. 
20 A project's pro rata share of developer and builder profits and overhead is included in the basis. But limits do or may 
apply to certain costs, namely: 

deveioper profit and overhead in excess of 15 percent of totai deveiopment costs must be justified; 
continued on next page 
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The State of Alaska is allocated a limited amount of tax credits each year, to be further 
allocated to projects by AHFC. The State's amount is based on a formula of $1.25 per 
person. For 1993, Alaska's allocation was approximately $733,750. Ten percent of the state 
cap must be reserved for projects with non-profit housing organization sponsors. 

Each calendar year's allocation, as further allocated to projects, applies to each taxable year in 
the ten year periods. Thus, the 1993 allocation will permit a total of $7,337,500 of tax credits 
to be taken over the allowable ten year periods. At a 10 percent interest rate, the present 
value or market value of this stream of tax credits would be roughly $4,500,000. Thus, each 
year's allocation can support roughly six times as much project equity. At an assumed 70 
percent loan-to-value ratio, each year's Alaska allocation could complete the financing for 
projects costing approximately $15,000,000 in total. 

Selection of projects to receive allocations by AHFC involve a two-stage ranking process. To 
be considered, a project must receive a minimum of 25 points in the first stage, out of a 
possible 55 points that could be awarded for a Juneau project. The criteria and points for this 
primary evaluation in Juneau's case would be: 

1. greater set-asides than required for tenants below 50% of median income 
2. low-income use commitment beyond 15 years 
3. accessibility to special needs populations 
4. public housing waiting lists 
5. local government/community participation 
6. need for low-income housing in the area 

Points 
16 
9 
5 
5 
5 

12 
Total 55 

Projects with more than 25 points are then evaluated against five other criteria and ranked by 
total points. AHFC in its discretion may award tax credit allocations out of rank order, based 
on the size of a requested allocation or a project's feasibility. In recent years, there have been 
projects qualifying in total for more dollars than are available. Those at the funding margin 
may downsize or phase their project, get in line for a national pool of unused allocations from 
other states, or look to the next year. 

Projects receiving tax credits face substantial on-going compliance monitoring requirements. 
The monitoring is to assure adherence to the set-aside, rent restriction, and other 
commitments and annually confirm the qualified basis based on actual use of the project. For 
the owner, it involves record-keeping on use, number of occupants, rents, and vacancies by 
unit and annual certifications of income for low-income tenants. 

2. builder/contractor profits and overhead are each limited to 10 percent of construction costs; and, 
3. per unit development costs in excess of maximum FHA 221 (d)(3) mortgage limits must be justified. 
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Fees for the program are as follows: 

TABLE19 
• Low-Income Housing Tax Credit Program Fees 

ms. 
Application 

Project revie.w & allocation 
1-10 units 

11 + units 

Annual compliance monitoring 

. For-Profits 
$1,000 

.5% of 10 year credit 
(maximum $20,000) 
I% of JO year credit 
(maximum $20,000) 

$20 per low-income unit 
(maximum $1,000) 

Non-Profits 
$500 

.5% of IO year credit 
(maximum $10,000) 
1 % of 10 year credit 
(maximum $10,000) 

$20 per low-income unit 
(maximum $1,000) 

See Appendix B for a full statement of the program's terms and conditions. 

Loans to Sponsors Program 

This is not a commercial multi-family housing program. Rather, it provides financing for one­
to four-family housing. All units must be occupied by persons of low or moderate incomes, 
both owners and any renters. The low- to moderate-income requirement is defined for this 
program as 100 percent or less of the HUD area median income. Any housing in Juneau 
financed under this program must be owner-occupied. 

The program works by AHFC making a loan at O percent interest for a term of up to 35 years 
to non-profit corporations, regional housing authorities, municipalities, or State or municipal 
agencies, referred to under the program as "Sponsors". The Sponsors then loan the funds for 
housing construction, acquisition, or improvement, but not refinancing. The loans bear a 
nominai interest rate sufficient to cover the Sponsor's administrative costs and funding of a 
loan loss reserve. 

For CBJ to use this program, voter approval would be required. The program requires AHFC 
loans to be general obligations of the Sponsors, even though the first source of repayment is 
the payments from borrowers on the mortgage loans made by the Sponsors. 
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The program would require CBJ to develop and maintain loan origination, servicing, 
collection, credit counseling, and administration functions. Some of these functions could be 
contracted out. The management burden for a single-family-fourplex loan program would be 
significantly greater than a commercial multi-family housing (five or more units) loan program 
that provided the same number of units. There would be a greater number of loans and more 
severe collection problems as indicated by AHFC's requirement that the Sponsor have in place 
a credit counseling function. The very low interest loans oblige the Sponsor to exercise 
greater due diligence to avoid potential abuses. For example,the financial benefits could be 
funneled to persons other than a borrower through inflated construction costs or housing 
purchase prices. 

The ability to offer substantial assistance to potential homeowners and the more dispersed 
nature of the housing that would be provided under the program would be the main benefits of 
the program. 

1994 HOME Rental Housing Development Program 

This is an AHFC program funded from the HUD HOME Investment Partnership Program. 
Under the AHFC program, $1,300,00021 is available for rental housing outside Anchorage. 
Program funds may be used for: 

new construction; . 
acquisition of vacant structures and land: or, 
reconstruction, or moderate or substantial rehabilitation. 

Assistance may be provided to both non-profit or for-profit sponsors in the form of: 

interest-bearing loans; 
non-interest-bearing loans; 
deferred loans; or, 
grants. 

The program has unit set-asides for very low-income families and rent limitations that must be 
maintained for specified numbers of years (20 years in the case of new construction). Davis­
Bacon wages are required for projects of 12 or more units. Selection of projects is based on 
competitive evaluation of all proposals submitted by a deadline. The 1994 program had a 
proposal deadline of June 10, 1994. New funding and awards in subsequent years would be 
made as long as Congressional appropriations are forthcoming and development of new rental 
housing continues to be an identified need in the State of Alaska "Comprehensive Housing 
Affordability Strategy" prepared annually by AHFC. See Appendix B for a more complete 
description of the program. 

21 A total of $2,200,000 is available, but $900,000 is set-aside for Community Housing Development Organizations 
(CHDO's). 
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U.S. Department of Housine and Urban Development (HUD) 

HUD is no longer a significant financing source for multi-family housing. Three programs 
that formed the bulk of HUD's financing for public and private multi-family housing are not 
being funded for new construction: 

1. under the Public Housing Development program, grants to public housing 
authorities are limited to replacement of public housing projects that are being 
demolished or sold; 

2. the Section 8 Lower-Income Rental Assistance program, and its predecessor 
Section 101 Rent Supplements, that provided project-based payment of a portion 
of lower-income families' rents is no longer available for new construction or 
substantial rehabilitation; 

3. the Section 236 Interest Supplements on Rental And Cooperative Housing 
Mortgages that subsidized interest rates on mortgages down to I percent for 
multi-family housing for low-income tenants is no longer active. 

In Alaska, HUD programs are administered by the Public Housing Division of AHFC. They 
were formerly administered the Alaska State Housing Authority before its merger with AHFC. 

HUD has two active programs of rental assistance for very low-income families (incomes not 
exceeding 50 percent of the area median income). Under both programs; tenants are free to 
choose their own rental units in any type of housing. 22 Under the Section 8 Rental Certificate 
Program, 15 percent of the assistance can be allocated on a project basis for either new 
construction or rehabilitation. AHFC's current policy is to allocate all Rental Certificates on a 
tenant basis. AHFC typically receives $9.8 million each year for the Section 8 Rental 
Certificate Program. 

The majority of HUD's currently active progra.rns for multi-family housing are mortgage 
insurance programs for projects undertaken by for-profit, non-profit, or public sponsors. 
These are discussed under FHA Mortgage Insurance in Chapter VI. 

22 In the Section 8 Rentai Voucher Program there no limits on the rent a tenant pays. although the rental assistance 
from HUD is fixed. The Section 8 Rental Certificate Program has iimits on the rent that can be paid. 
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HUD currently offers development funding for new construction only under Indian Housing 
programs and two other programs for elderly and disabled persons. The elderly and disabled 
programs are: 

1. Section 202 Supportive Housing for the Elderly; this program provides capital 
advances to non-profits for development of rental housing with supportive services 
for the elderly; the advance is interest free and repayment is not required so long as 
the housing remains available for very low-income elderly persons for at least 40 
years; the advance is based on the operating cost per unit (exclusive of debt 
service) minus the rent charged to tenants; 

2. Section 811 Supportive Housing for Persons with Disabilities; this program 
provides capital advances, on the same basis as the Section 202 program, for rental 
housing with supportive services for disabled persons: 

HUD's Indian Housing programs are open to Indian Housing Authorities (IHA's) established 
under tribal law and the Native regional housing authorities established under Alaska statutes. 
Funding of applications occurs annually based on the amount of funds available and local 
housing needs. Funding has been in the neighborhood of $35 million to $40 million annually 
for Alaska. Funds can be allocated at HUD's discretion between two active programs: 

1. the Mutual Help Homeownership Opportunity Program provides funding to 
develop and operate housing leased to lower-income families with an option to 
purchase; this program accounts for approximately 93 percent of Indian Housing 
developed in Alaska; and, 

2. the Indian Rental Program provides funding to develop and operate housing rented 
to very low-income families; tenants pay 30 percent of their adjusted gross income 
as rent. 

Federal Home Loan Bank {FHLB) 

The Federal Home Loan Bank System was created by Congress in 1932 to provide savings 
and loan institutions with a source of liquidity during the Depression. The System's regulatory 
function, previously exercised by the Federal Home Loan Bank Board, has been stripped 
away. But, the System's twelve regional banks continue as a source of funds available to 
savings and loan's and other member financial institutions. 

Juneau Multi-Family Housing Market Analysis Page I - 75 



One of these regional System banks, the Federal Home Loan Bank of Seattle, has three 
affordable housing programs available through member fina..ncial institutions. Member 
institutions in Alaska include: 

Alaska Federal Savings and Loan 
1st Bank 
National Bank of Alaska 
Key Bank 
Mt. McKinley Mutual Savings Bank 
Northrim Bank. 

Larger member institutions in Seattle include: 

Continental Savings Bank 
West One Bank 
U.S. Bank of Washington 
Washington Federal Savings 
Washington Mutual. 

Affordable Housing Program (AHP) 

This program offers to member institutions targeted grants for construction, rehabilitation, or 
purchase of owner-occupied or rental housing. Rental projects require a 20 percent set-aside 
of units for very low-income households (incomes 50 percent or less of the area median). 
Projects can be sponsored by for-profits, non-profits, or government organizations. 

Grants must be approved by FHLB of Seattle. They are awarded on a competitive basis 
among applications submitted by lenders on behalf of targeted borrowers. In 1994, FHLB of 
Seattle has $10.7 million to award. Grants may be used to meet borrower equity 
requirements, buydown interest rates, cover closing costs, or other uses approved by FHLB. 
The buydown of interest rates on a loan funded from an FHLB advance can. be between l 00 
and 500 basis points. 

Community Investment Program (CIP) 

Under this program, FHLB advances funds to member institutions to lend for affordable 
housing and community development. Rental projects funded from this source must lin1it 
tenants to families with incomes at or below 115 percent of area median income. Funds may 
be used for new construction, rehabilitation, purchase, or, if necessary to preserve housing as 
affordable, refinancing. Funds may also may be used to purchase bonds or mortgage-backed 
securities representing interests in loans that could be funded directly with CIP advances. 
Loans may be made from these moneys to for-profits, non-profits, or governmental 
organizations. 
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The advance to the lender is at the FHLB's cost of funds. This is 20 to 35 basis points below 
FHLB's regular advances. Terms may be from one to 30 years. Principal may be paid by the 
lender at maturity or amortized, most likely on an amortization schedule matching loans made 
under the program. Underwriting terms are determined by the lender. 

FHLB has $250 million available under this program on a continuous basis. See Appendix C 
for a more complete description of program guidelines. 

The Challenge Fund 

This program has $100,000 available for recoverable grants of up to $10,000 to cover 
predevelopment costs for affordable housing. Owner-occupied or rental housing serving 
households with incomes at or below 80 percent of the area median are eligible. Projects may 
include construction, rehabilitation, or purchase. 

The grants can pay for such expenses as land options, purchase escrows, professional fees 
(appraisal, environmental, architectural, etc.), sponsor salaries, or other FHLB approved uses. 
Matching grants are required from the lender in the form of forgiven financing fees, donations 
of services, or cash. If a project is developed, the grants are repaid to FHLB. 

Federal National Mort1:a1:e Association (FNMA or Fannie Mae) 

FNMA is a private corporation. At its origin in 1938, it was a federally-owned for-profit 
corporation created by FHA to establish a national market in mortgage loans. Today, its 
stock is publicly traded on the New York Stock Exchange. It retains some vestiges of its 
federal origins, including a $2.25 billion line of credit with the U.S. Treasury and appointment 
of 5 of its 15 board members by the President of the United States. 

FNMA is restricted to investing in mortgage loans benefiting low- to moderate-income 
households. For multi-family housing, the maximum loan amount per housing unit for 
mortgages purchased by FNMA is limited to 125 percent of the Section 207(c)(3) limits of the 
National Housing Act, or 240 percent of the 207(c)(3) limits for high cost areas. Alaska is a 
high cost area. The current statutory limits for Alaska are: 

Bedrooms 
0 
1 
2 
3 
4 

TABLE 20 
FNMA Multi-Family per Unit Loan Limits 

Walk-up Building 
$73,008 

80,870 
96,595 

119,059 
$141,984 

Building with Elevator 
$84,240 

94,348 
115,689 
144,892 

$163,828 
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Fannie Mae Multi-Family Forward Commitment Product 

FNMA will purchase multi-family mortgages from FNMA-approved lenders on special terms 
for projects that meet the same unit set-asides and income restrictions as the Low-Income 
Housing Tax Credit Program. FNMA will commit to provide the permanent financing for 
such projects in advance of construction. A rate-lock is available, if desired. But, the forward 
commitment is still subject to certain lease-up and other requirements that must met before 
Th'MA wili take deiivery of the mortgage and consummate the purchase. If the lease-up 
provisions are not met, FNMA may re-underwrite the loan for a reduced amount or reject it. 

FNMA may purchase the loans for cash or in exchange for mortgage-backed securities 
(MBS's) issued by FNMA. MBS's are marketable debt securities of FNMA that use 
mortgages purchased by FNMA as collateral. 

FNMA buys loans from lenders which are approved by FNMA as either DUS (Delegated 
Underwriter/Servicer) or Prior Approval lenders. DUS lenders, unlike Prior Approval 
lenders, may commit FNMA to purchase mortgages. 

The loan terms and conditions for this FNMA product cited below are being revised. FNMA 
announced on March 15, 1994 that it will undertake major new affordable and special housing 
initiatives during the next seven years, doubling its mortgage purchases compared to the last 
seven years to $1 trillion . The new initiatives include $50 billion for affordable rental 
housing. See Appendix D for a fuller statement of the product's terms and conditions as they 
currently stand. Appendix D also lists FNMA DUS and Prior Approval lenders. 
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TABLE 21 
FNMA Multi-Family Forward Commitment Product 

Loan amount 
Lease-up 
Forward commitment 
Loan-to-Value limits 

1st mortgages 
1st & 2nd mortgages 

Amortization period 
Debt service coverage 

1st mortgages 
1st & 2nd mortgages 

Loan fees due FNMA from lender 
Transaction 

non-bond structures 
bond structures 

Commitment 
Standby (cash purchase only) 
Forward 
Rate-lock 

Construction review 
Prior Approval lenders 
DUS lenders 

MBS guaranty 
Prior Approval lenders 
DUS lenders 

MBS pool 
MBS legal 
Servicing 

Prior Approval lenders 
DUS lenders 

Interest rates (includes servicing fees) 

Tier 1 (LTV 80%, coverage 1.15) 
Tier 2 (LTV 75%, coverage 1.25) 
Tier 3 (LTV 65%, coverage 1.35) 

Recourse to lender 
DUS 
Prior Approval 

Assumable 
Set-aside requirements 

Rent restriction 

Juneau Multi-Family Housing Market Analysis 

$I -million to $10 million or per unit max 
· 90% economic occupancy for 90 days 

yes 

80% of value based on actual (including restricted) rents 
combined 90% of value based on market rents 

25 years 

1.15 
1.10 

$5,000 
$10,000 

1.0%, refundable on purchase 
1.0%, refundable on purchase 

based on yield curve and forward commitment period 

$10,000 
$3,000 

100 basis points 
75 basis points 

greater of $1,000 or 1 basis point 
up to $40,000 + expenses 

12.5-25.0 basis points 
50-75 basis points 

(15 year term, 30 year amortization, fixed rates 
as of 6/1/94) 
10.375% 
9.925% 
9.700% 

yes 
no 

yes, with fees 
20% of units for incomes s; 50% of area median or 40% 

of units for incomes s; 60% of median 
30% of 50% or 60% of median income for family size 

figured @ 1.5 persons/bedroom 
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Federal Home Loan Mort2a2e Corporation {FHLMC or Freddie Mac) 

Freddie Mac was created by Congress in 1970. Its purpose is to provide a secondary market 
for all mortgage lenders. It originally served as a secondary market for savings and loan's and 
was first capitalized by a sale of shares to the 12 district banks of the Federal Home Loan 
Bank system. 

Today, Freddie Mac is a publicly traded corporation on the New York Stock Exchange. It is 
tax-exempt23 and is authorized to seek to have its debt guaranteed by the Federal Home Loan 
Bank, which it has not done to date. These provisions are part of the reason for the 
corporation's Aaa/ AAA rating and ability to raise funds in the debt markets at rates close to 
U.S. Treasury securities. 

Freddie Mac has the same statutory limits as FNMA on multi-family mortgage amounts per 
unit. The statutes permit multi-family limits for Alaska, as a HUD-designated high cost area, 
at up to 240 percent of the National Housing Act Section 207(c)(3) limits. But Freddie Mac 
in its discretion has set the limits for such high-cost areas at 192 percent of the Section 
207(c)(3) limits. The current Freddie Mac statutory limits for Alaska are: 

TABLE22 
Freddie Mac Multi-Family per Unit Loan Limits 

Bedrooms 
0 
1 
2 
3 
4 

Freddie Mac Program Plus Pilot 

Walk-up Building 
$58,406 

64,696 
77,276 
95,247 

$113,587 

Building with Elevator 
$67,392 

75,478 
92,551 

115,913 
$131,062 

Under its Program Plus Pilot, Freddie l\1ac will purchase multi-famiiy mortgages on properties 
with 50 percent or more of the units meeting affordable housing criteria. The projects must 
have 20 or more units. Freddie Mac will purchase the loans from either Program Plus 
Seller/Servicers or approved Multifamily Seller/Servicers in the Western Region of the 
company. Program Plus Seller/Servicers are Freddie Mac-approved multi-family lenders. 
Freddie Mac purchases multi-family loans that do not meet affordable housing criteria only 
from its Program Plus Seller/Servicers. See Appendix E for a list of Program Plus 
Seller/Servicers. 

23 Freddie Mac is exempt from corporate income taxes, but its debt is not tax-exempt, i.e., the recipient of interest on 
its debt is subject to income taxes. 
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The main drawback of Program Plus Pilot acquisitions is that forward commitments that 
would encompass construction periods are not available. The program's commitments allow 
only 30 or 60 days to deliver the mortgage loan to be purchased by Freddie Mac. Freddie 
Mac currently is attempting to develop a forward commitment option for both its affordable 
and market rent multi-family mortgages purchases. 

TABLE23 
Freddie Mac Program Plus Pilot 

Loan amount 
Loan type 
Lease-up 

loans < $1 million 
loans > $1 million 

Forward commitment 
Loan-to-Value 

no credit enhancement 
25% top loss 2nd from 3rd party 

Amortization period 
Debt service coverage 

1st mortgages 
1st & 2nd mortgages 

Loan fees due from lender 
Interest rate 

Recourse to lender 
Assumable 
Set-aside requirements 

Rent restriction 

$500,000-$20 million or per unit max 
whole loans only 

breakeven for 90 days 
90% economic occupancy for 90 days 

no 

60% 
85% 

up to 30 years for new construction 

1.25 for new construction, 1.2-1.25 with credit enhancement 
1.15 
none 

fixed, varies with maturity & project quality, 
e.g., 30 year maturity @ 30 year Treasury + 3.0%-5.0% 

none 
once, with Freddie Mac approval, after 7-IO years 

20% of units for incomes ~ 50% of area median or 40% of 
units for incomes ~ 60% of median 

30% of 50% or 60% of median income for family size figured 
@ 1.5 persons/bedroom 

See Appendix E for a more complete description of the Program Plus Pilot terms. 

Farmers Home Administration {FmHA) 

The Farmers Home Administration in the U.S. Department of Agriculture has affordable 
housing programs. But, new projects in Juneau became ineligible for FmHA programs when 
CBJ's population surpassed 20,000. 
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Market Rent Housing Finance Sources 

Commercial Mort,:a,:e Lenders 

Nature 
Commercial banks are depository financial institutions. Their main business activity is taking 
deposits and lending money. The majority of their fund sources-checking accounts and 
passbook savings accounts-are very short-term deposits. Other fund sources including time 
deposits, NOW accounts, money market funds, and borrowing24 in the national money 
markets, are also short-term in nature. Often, a bank's equity capital is its only source of long­
term funds. 

Because of the short-term nature of most of their lendable funds, banks historically have 
concentrated on making loans that also are short-term. Long-term loans made when interest 
rates are low can be and have proved to be disastrous for financial institutions when interest 
rates then rise. The lender may find the earnings on its loans a.nd other assets no longer able 
to pay the competitive rates necessary to maintain deposits. This can result in earnings losses, 
withdrawals of deposits, and insolvency or bankruptcy. 

When the economy is slack, the demand for short-term loans-for construction, business 
inventories and working capital, and consumer purchases of autos, boats, etc.-is also much 
diminished. At such times, banks have tended to direct excess loanabie funds into mortgage 
loans. At the end of 1993, U.S. commercial banks had accumulated $796 billion of long-term 
mortgage loans, of which $27 billion were multi-family loans25 . 

Financial Institutions Reform, Recovery and Enforcement Act of 1989 (FIRREA) 

Banks currently face a high degree of scrutiny from bank regulators, especially in regards to 
their real estate lending. Tl:1is is a product of the financial distress and failures of ban.ks, a..'ld 
more calamitously, savings and loan's, during the 1980's. 

24 Bank borrowing typically includes purchases of federal funds from other banks, sale of investment securities under 
agreements to repurchase them7 and, as a last resort, loans at the Federal Reserve discount window. 

25 U.S. Department of Housing and Urban Development, Office of Financial Management, 3/25/94 data. 
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One of the roots of the financial crisis among financial institutions was the termination of a 
number of tax benefits26 for real estate by the Tax Reform Act of 1986. Previously, the 
generosity of these tax benefits had resulted in development of real estate projects which 
would not provide adequate returns to investors based solely on the cash flow from the 
business activity of the project, be it an apartment, office building, hotel, shopping center, or 
manufacturing or research facility. This resulted in severe overbuilding of all of these types of 
properties, based on the returns that even marginally economic projects could provide to 
investors by dint of the tax benefits. 

The Financial Institutions Reform, Recovery and Enforcement Act of 1989 (FlRREA) was the 
Congressional response to the disarray in the banking industry. Two sets of regulations 
stemming from FIRREA have special relevance for multi-family lending by depository 
institutions. One deals with standards for adequate capital for financial institutions. The other 
addresses real estate lending standards. 

Capital Adequacy Regulations 

Regulations enclosed as Appendix F, require depository institutions to maintain a minimum 
ratio of capital to risk-weighted assets of 8 percent. Risk-weighted assets are the sum of an 
institution's assets after multiplying each asset by a risk weight. The risk weight for 
conventional (uninsured) commercial real estate loans, including multi-family mortgages, is 
100 percent. Revenue bonds issued by CBJ to fund private development of multi-family 
housing would also fall into the 100 percent class. 

The only conventional real estate lending in a less risky class is the one- to four-family 
mortgage loan. It falls into a 50 percent risk weight class. Other assets such U.S. Treasury 
securities can be in the lowest risk class with a risk weight of zero. There is also a 20 percent 
risk class that includes assets guaranteed by a U.S. Government-sponsored agency. This 
would include FHA-insured loans and FNMA, Freddie Mac, and GNMA MBS's. 

Thus, bank financing of conventional commercial multi-family housing (five or more units), 
either directly with loans or indirectly by purchase of housing revenue bonds, would make it at 
least twice as difficult to maintain minimum capital ratios as would investing in one- to four­
family mortgages or many types of securities. But, bank financing of such conventional loans 
through purchase of FNMA or Freddie Mac MB S's, or financing of FHA loans through direct 
lending or GNMA purchases, would be very beneficial to its capital ratio. It may be more 
natural to think of the non-100 percent classes as discounts which allow the actual ratio of 
capital to assets (unadjusted for risk) to be less than 8 percent. 

26 These included lengthened depreciation schedules, elimination of accelerated depreciation, a higher capital gains tax 
rate that limited the value of appreciation, a lower tax rate on ordinary income that reduced tax savings on operating 
losses, at-risk rules that limited the ability of leverage to enlarge an investor's tax write-offs from a project, and passive­
activity rules that limited the ability of tax losses from a project to shelter income from other sources. 
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By comparison, it should be noted that the mainstay of bank lending, commercial and personal 
loans including construction loans to builders, also falls into the 100 percent class. Only 
construction loans to homeowners-to-be (non-spec construction) fall into the 50 percent class. 
Thus, the regulatory capital adequacy standards also do not provide incentives generally for 

. the shorter-term loans that are the bread and butter of bank lending. Such loans remain the 
preferred type of lending for banks because they: 

lessen interest rate risk by better matching the maturities of their liabilities; and, 

tum a bank's capital over more frequently, generating more loan origination fees. 

Real Estate Lending Standards 

Appendix F contains the federal regulations pertaining to bank real estate lending standards. 
The regulations incorporate the "lnteragency Guidelines for Real Estate Lending Policies" that 
govern real estate lending by all depository financial institutions, including savings and loan's. 
The regulations require each institution to have written policies governing all aspects of real 
estate lending. The enumeration of the numerous aspects to be addressed is indicative of the 
regulatory agencies levei of concern with real estate lending. 

The guidelines quantify two standards that affect multi-family housing loans. Loan-to-value 
(LTV) iimits generally are not to exceed: 

80 percent for multi-family construction loans; and, 
85 percent for loans on improved multi-family properties. 

Loans may exceed these LTV limits if they have certain insurance or guarantees or if loans in 
excess of the limits do not exceed in the aggregate: 

I 00 percent of an institution's capital for ail types of real estate loans including 
construction loans; or, 
30 percent of capital for all types of non-residential (one-to four-family) real 
estate loans. 

Conversations with financial institution exarniners for both the Office of the Comptroller of 
the Currency (OCC), which regulates nationally-chartered banks, and the Office of Thrift 
Supervision (OTS), which regulates savings and loan's, indicate that the regulatory authorities 
do not have any objections per se to construction lending that lacks forward commitments for 
take-out financing or construction loans that extend to cover a lease-up period. The lending 
must be consistent with institution policy that provides guidelines for safe and sound loans and 
addresses overall risk and liquidity concerns. 
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Community Reinvestment Act (CRA) 

At the same time that they are subject to heightened financial regulation, all depository 
financial institutions except credit unions are under countervailing pressure to meet the credit 
needs of their local communities. The Community Reinvestment Act (CRA) requires each 
institution to make available to the public a CRA Statement and a CRA Performance 
Evaluation. 

The Statement must include the types of loans the institution offers. CRA encourages the 
inclusion of other information about an institution's efforts to determine and meet the credit 
needs of its community. The Performance Evaluation consists of a rating and written 
evaluation of an institution's CRA performance, prepared by the institution's regulatory 
agency. It is based on an institution's Statement, its activities in meeting CRA objectives, and 
written public comments received by the institution or regulatory agency regarding the 
institution's CRA performance. 

The Performance Evaluation is taken into account by an institution's regulatory agency when 
an institution applies to the agency for expansion or relocation of branches, or merger with or 
acquisition of another depository institution. The CRA regulations are contained in Appendix 
G. Appendix G also contains the CRA Statements and Performance Evaluations of local 
financial institutions. 

Cu"ent Bank Lending Policy 

Besides the conflicting pressures of bank regulatory standards and CRA mandates, banks 
current real estate lending in Alaska is highly shaped by the severe overbuilding and crash in 
Alaska's real estate markets in the 1980's. The experience drove home just how volatile the 
state's economy can be with its wagon hitched to commodity prices--oil, in this case-unless 
there is substantial spending and lending discipline. As a result, internal bank policy as well as 
external regulatory pressure has made individual bank real estate lending more conservative in 
Alaska. The Darwinian effects of the crash, leading to the survival of the fittest, in this case 
the most conservative, also has contributed to a more conservative complexion across the 
entire spectrum of the mortgage lending industry. 

Table 24 compares several measures of investment activities by two of Juneau's largest banks 
to national averages for approximately 200 insured commercial banks in their peer group 
(assets between $1 billion and $3 billion). The Alaska banks' ranking is their percentile in the 
group. 

Both of these banks are on the lower end of the scale in terms of the percentage of their assets 
that are loaned out. The flip side is that they are on the high end in terms of the amount of 
their assets that they keep invested in securities. First National 's securities holdings are highly 
concentrated in U.S. Treasuries. National Bank of Alaska securities holdings are dominated 
by MBS's of federally-sponsored agencies. As a result of their below average lending and 
above average holdings of low-risk securities, both banks ratio of capital to risk-weighted 
assets is on the high end of the scale. 
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TABLE24 
Bank Loan, Investment, and Risk-Based Capital Ratios 

9/30/93 9/30/92 12/31/92 
Net Loans & Leases/ Average Assets 

NatiQnal Bank Qf Alaska (NBA) 
Ratio 51.6% 44.2% 44.5% 
Rank 29 17 17 

Fir~t NatiQnal Bank Qf Ani.;hQra~~ (FNBA) 
Ratio 31.0% 28.6% 28.5% 
Rank 8 5 5 

Peer Group Ratio 58.8% 59.4% 59.4% 

In vestment Securities/ Average Assets 
NatiQnal Bank of Alaska 

Ratio 36.2% 41.3% 41.0% 
Rank 79 88 87 

First NatiQnal Bank Qf Agc!]Qra~~ 
Ratio 58.2% 60.7% 60.9% 
Rank 95 96 96 

Peer Group Ratio 25.2% 23.2% 23.6% 

U.S. Treasuries/Investment Securities 
Natignal Bank Qf Alaska 

Ratio 23.9% i7.5% i8.l % 

Rank 43 36 37 
First National Bank Qf Ani.;hQra~e 

Ratio 77.4% 80.4% 79.6% 
Rank 91 89 88 

Peer Group Ratio 27.9% 26.0% 27.4% 

FNMA, Freddie Mac, & GNMA Securities/Investment Securities 
NatiQnal Bank Qf Alaska 

Ratio 43.7% 43.8% 44.6% 
Fir<;t NatiQn~! Bgnk Qf t\rt~t'-Qra~t 

Ratio 0.0% 0.0% 0.0% 
Peer Group Ratio 21.1 % 19.5% 20.1% 

Risk-Based Capital/Risk-Weighted Assets 
NatiQnal Bank Qf Alaska 

Ratio 16.0% 16.4% 16.3% 
Rank 82 86 86 

First NllliQaal Bank Qf Am;!]Qrn~~ 
Ratio 56.3% 56.6% 60.0% 
Rank 98 98 98 

Peer Group Ratio 13.0% 12.2% 12.3% 

12/31/91 

44.6% 
14 

28.6% 
4 

60.8% 

40.2% 
NA 

59.0% 
NA 

21.1% 

30.0% 
59 

80.6% 
89 

24.0% 

37.4% 

O.Oo/o 
15.6% 

17.3% 
91 

56.2% 
97 

11.1 % 

12/31/90 

44.4% 
13 

27.7% 
2 

63.6% 

39.4% 
NA 

55.6% 
NA 

18.7% 

43.4% 
77 

84.2% 
96 

22.1% 

21.4% 

0.0% 
15.3% 

15.5% 
("\') 

';/J 

51.8% 
98 

10.2% 

Source: Uniform Bank Performance ReportS, 9/30/93 and 12/31/92. for NBA and FNBA 
Federnl Financial Insiiilltions Examination Council. 
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Even though banks do hold major portfolios of permanent mortgage loans, the short-term 
nature of their liabilities keep the maturities and amortization periods of their mortgage 
holdings much shorter than those held by other investors. Loans originated by banks with a 
commitment from an investor to buy the loan may very well have long maturities and 
amortization periods. But this will not be true for any loans that a bank expects to hold in its 
own portfolio. 

Current Bank Lending Terms 

Current bank lending terms for loans that provide housing and that are to be held in their own 
portfolios are typically as shown in Table 25. Bank fees for servicing loans not held by the 
bank usually would be 0.25 percent to 0.375 percent. 
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Construction 
Loan-to-VaJue 80% 

Maturity completion of construction 

Amortization period none 

Debt service coverage NA 

Second mortgage allowed NA 

Loan fees 
origination 1.0%-20% 
dosing eslimated 1.0% 

lnteresl rates 
Fixed negotiable 
Variable prime + 2.0%-2.5% 

Assumable no 

Recourse yes 

NA means not apJplicable. 

Juneau Multi-Family Housing Market Analysis 

TABLE 25 
Bank Lending Terms For Housing 

Multi-Family l---4 Family Coodominrum 
75-80% 80-95% 80-90% 

5-15 years 15 or 30 years 15 or 30 years 

10-20 years same as maturity same as maturity 

1.15-1.2 loan payment loan payment < 28% 
< 28-33% of of borrower 

borrower income income 

varies; some developer equity required total debt payments total debt payments 
< 36% of borrower < 36% of borrower 

income income 

1.0%-2.0% 1.0%-3.0% 3.0% 
eslimated 1.0% 

cost of funds+ 2.75% 8.5% 8.5% 
prime + 2% to 5-year Treasuries + 4.5% prime+ 2.0% 

generally not; fees if allowed generally yes generally yes 

yes NA NA 

Mobile Home 
66-75% 

3-10 years 

same as maturity 

total debt payments 
< 40% of borrower 

income 

1.0% 

10.0% 
prime+ 2.0% 

NA 

B.oal.S 
67-80% 

3-15 years 

same as maturity 

total debt payments 
< 40% of borrower 

income 

1.0% 

8.25% 
prime+ 2.0% 

NA 
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Savings and Loans 

Like commercial banks, savings and loans are depository financial institutions. Their 
traditional role was to take make residential mortgage loans with the savings deposits they 
took in. Until the development of NOW (Negotiable Order of Withdrawal) accounts, savings 
and loan's did not have checking accounts. Prior to 1980, federal law allowed savings and 
loan's to offer 1/4 of 1 percent higher interest than commercial banks on savings accounts. 
Thus, savings and loan's main source of funds-their savings deposits-could be counted on 
as long-term funds because they could offer the best rates in town for the individual small 
saver. This was before the development of money market mutual funds. 

This worked fairly well until competition from money market funds in an era of increasing 
inflation and interest rates in the 1970's forced deregulation of savings rates. This allowed 
savings and loan's to stanch outflows of deposits by offering competitive rates. But, 
additional.measures were necessary to stem the savings and loan losses that ensued. Their 
large existing portfolios of long-term, low fixed-rate mortgages did not generate sufficient 
earnings to pay higher rates on deposits. So, among other remedies, savings and loan's were 
allowed to enter commercial mortgage lending to raise the average earnings rates on their 
mortgage portfolios. 

This proved to be a disaster. It led to severe overbuilding in all commercial real estate sectors 
as a result of: 

excessively risky commercial loans driven by the tax benefits of projects and the need 
of savings and loan's to recoup losses; 

an unlimited tap on the money and capital markets in the form of deposits paying 
unlimited rates of interest yet guaranteed (to $100,000) by the government; and, 

fraud and abuse. 

The commercial real estate bubble, and the savings and loan industry with it, was punctured 
by the Tax Reform Act of 1986. The fallout was more restrictive regulation of depository 
financial institutions' real estate lending. This fallout still haunts the country today. See 
Appendix F for current regulations regarding real estate lending standards. 

In Alaska, the collapse of the savings and loan industry was compounded by the overbuilding 
associated with State oil revenues in the early 1980's and the subsequent crash. Today, 
Alaska Federal Savings and loan is the only remaining savings and loan in the state. 
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Federal Home Loan Bank (Ffll_,B) 

The Federai Home Loan Bank of Seattle offers member institutions advances (loans) of up to 
20 years at fixed rates~ Tb.e adva11ces can. be used as a source of funds for mortgage loans. 
The advances can be due at maturity or repaid on an am.ortization schedule of the member's 
choosing. Amortizing advances used to fund mortgage loans can be set up to be repaid on a 
schedule matching the payment schedule on the mortgage loan. Loans by members are 
generally priced at 100 to 200 basis points above the cost of the FHLB advance. All Juneau 
financial institutions except 1st National Bank of Anchorage are currently FHLB members. 

The advances neutralize one of the main obstacles to depository institutions taking on longer­
term mortgage loan.s. This source of funds minimizes the interest rate risk member 
insiiiutions would face if they funded long-term mortgages with short-term funds (deposits). 

But, there are other considerations that will bear on an institution's willingness to acquire 
additional mortgage loan assets. These include: 

capital adequacy standards; 
profitability; 
diversification as to type of loan assets; 
geographic concentration of loans; 
regulatory limits on loans to individual borrowers; and, not least, 
assessment of the credit risk. 

fa the case of multi-fanlily mortgages, the credit risk includes: 

the financial strength of the borrower; 
the borrower's development and management capabilities; 
construction risks; 
the fit of the multi-family project in the current local housing market; and, 
the longer-term outlook for the iocai housing market. 

Mortgage Companies 

Mortgage companies, commonly called mortgage bankers, are not banks. They do not take 
deposits. They borrow money from banks to originate loans. Then, the loans are sold to 
investors or are placed into mortgage pools to back the issuance of mortgage-backed 
securities (MBS's). Though mortgage companies do not keep loans, they retain servicing on 
them. Mortgage bankers rely principally on origination and servicing fees for income. 

Mortgage companies are unique among mortgage lenders in that they are not chartered by 
state or federal govemments27 or subject to direct regulation of any agency. The terms and 
conditions on which they make loans are those set by the investor or financial intermediary to 
which they will sell the loan, or the standards dictated by the market for MBS's if a loan is to 
be placed into a collateral pool securing an MBS. 

27 They are formed under the partnership or corporation laws of the state in which they are domiciled. 
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Investors 

These are secondary mortgage market participants which buy multi-family mortgages from 
other players in the mortgage market, primarily the commercial mortgage lenders that • 
originate the mortgages. 

AHFC Multi-Family Secondary Market Participation Housing Program 

AHFC may adopt a program for financing market re.nt multi-family housing. Draft regulations 
are being prepared for the AHFC board of director's consideration at their meeting on August 
4, 1994. If the draft regulations are approved by the board for public hearings, hearings will 
be held, followed by possible submission of final regulations for board approval. 
Underwriting guidelines also would have to be finalized before the program could begin, 
possibly in the fall of 1994. 

Under a draft version of the program, AHFC would purchase up to 80 percent of a mortgage 
loan made for newly constructed, acquired, rehabilitated, or refinanced multi-family 
properties. Refinancing could be done without rehabilitation. The borrower could be for­
profit or non-profit. The AHFC loan would be available with a forward commitment and 
interest rate-lock for new construction. See Appendix B for the program's draft terms and 
conditions. 

TABLE26 
AHFC Multi-Family Secondary Market Participation Housing Program 

Loan amount 
AHFC participation in loan 
Loan-to-Value 
Maturity 
Debt service coverage 
Second mortgage allowed 
Loan fees 

review 
commitment 

Interest rates 

Assumable 
Recourse 

AHFC board approval if over $500,000 
80% max 
80% max 

30 years max 
1.25 

if acceptable to AHFC 

$1,000 
0.5% 

based on AHFC cost of funds, loan amount, 
commitment, and other factors 

not known at this time 
yes 

AHFC believes this program would be within their statutory mandate to serve low- to 
moderate-income families because renter households are predominately low- to moderate­
income. 
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Federal National Mortgage Association (FNMA or Fannie Mae) 

FNMA is the largest purchaser of multi-family mortgages. FNMA purchases multi-family 
mortgages under two progran1s-the DUS (Delegated Undenvriter/Servicer) and the Prior 
Approval programs. ThTMA does not offer forward commitments under these programs for 
new construction. FNMA estimates that the cost of origination of a loan smaller than $3 
million to $5 million generally would make a project infeasible. The two programs have 
similar terms and conditions: 

TABLE27 
FNMA Multi-Family DUS Terms and Conditions 

Loan amount 
Rent-up· 
Loan-to-Value 
Maturity 
Amortization period 
Debt service coverage 
Second mortgage allowed 
Loan fees 

origination 
closing 

Interest rates (includes servicing fees) 

Tier 1 (LT\! 80%, coveiage 1.15) 
Tier 2 (LTV 75%, coverage 1.25) 
Tier 3 (LTV 65%, coverage 1.35) 

Assumable 
Recourse 

$500,000-$50,000,000 or per unit max 
90% economic occupancy for 90 days 

65%-80% 
30 years max 
30 years max 

U5-L35 
no 

2.5%-3.5% 
estimated $25,000 

(15 year term, 30 year amortization, fixed rates 
as of 6/1/94) 
i0.375% 
9.925% 
9.700% 

no 
limited (bad faith) 

Federal Home Loan Mortgage Corporation (FHLMC or Freddie Mac) 

Freddie Mac purchases multi-family mortgage loans only through its Program Plus Lenders. 
See Appendix E for a list of Program Plus Lenders. Minimum economic size for processing a 
loan purchase from Freddie Mac may be around $1 million. Forward commitments sufficient 
to cover a construction period are under development by Freddie Mac. 
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TABLE28 
Freddie Mac Multi-Family Terms and Conditions 

Loan amount 
Lease-up 
Forward commitment 
Loan-to-Value 
Maturity 

Fully Amortizing Loans 
Amortizing Balloon Loans 
Interest Only Balloon Loans 

Amortization period 
Debt service coverage 

loans < $1 million 
loans > $1 million 

Second mortgage allowed 
Loan fees 

application 
loans < $1 million 
loans > $1 million 

origination 
closing 

Interest rates 

Assumable 
Recourse 

Life Insurance Companies 

$300,000-$50,000,000 or per unit max 
90% economic occupancy for 90 days 

no 
80% max 

10-30 years, 40 years FHA 
5-15 years 

3.5-10 years 

10-30 years 

1.35 
1.30 
no 

$1,000 
$2,500 
2.0% 

$7,500 to $12,500 + title insurance @ 1/2%-3/4% 

fixed, varies with maturity & project quality, 
e.g., 30 year maturity@ 30 year Treasury+ 3.0%-5.0% 

once with fee 
25% minimum 

Life insurance companies may invest in mortgages with funds from their own account (i.e., 
insurance premiums and investment earnings) or with moneys from pension funds obtained 
through sale of guaranteed investment contracts (GIC's). GIC's promise the pension funds a 
fixed return on their investment for a specified period of time, usually a period of medium­
term-5 to 10 years. Principal is paid by the insurance company at maturity. 

In an attempt to match assets with liabilities, insurance companies purchase mortgage loans of 
medium-term at fixed rates with bullet (principal due at maturity) maturities. The growing 
market for GI C's has led to these types of mortgages dominating life insurance company 
purchases. Table 29 indicates typical life insurance company lending terms for multi-family 
mortgages. Longer terms and possibly forward commitments that would cover construction 
periods might be negotiated on a case by case basis with a very few companies. A rate-lock 
might be negotiated with difficulty. Life insurance companies are likely to be one of the few 
sources for procuring rate-locks on conventional mortgages for market rent projects. 
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TABLE 29 
Life Insurance Companies' Multi-Family Terms and Conditions 

Loan amount 
Loan-to-Value 
rv1aturity 
Amortization period 
Debt service coverage 
Second mortgage allowed 
Loan fees 
Interest rates 

$500,000-$10,000,000 
55%-60% 
10 years 
20 years 

1.25-1.30 
no 

2%-3% 
fixed, 10 year Treasury + 2.0%-2.5% 

Smaller mortgage loans to be purchased by life insurance companies often are originated by 
mortgage companies or other commercial mortgage lenders. Large loans may be originated 
directlv bv life comoanies . ., .,I ..l -------

Pension Funds 

Pension funds' obligations are generally long-term. The funds exist to provide retirement 
payments for employees. Except for employers in declining industries, employer and 
employee contributions and investment income usually more than cover near-term retirement 
payments. The excess can be invested long-term. Loans are usually acquired from mortgage 
lenders rather than originated directly. 

TABLE 30 
Pension Fund Multi-Family Terms and Conditions 

Loan amount 
Loan-to-Value 
Maturity 
Amortization period 
Debt service coverage 
Loan fees 
Interest rates 

Loans < $1 million 

Loans > $1 million 
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$250,000-$5,000,000 
80% 

30 years 
30 years 

1.2 
1% 

floating, FNMA I year+ 3.0%, 3.5%, or 4.0%, 
with 4.5%, 3.5%, or 2.5% points 

fixed, 30 year Treasury+ 1.5%, 2.0%, 2.5%, 
with 4.5%, 3.5%, or 2.5% points 
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Financial Intermediaries and MBS's 

Some mortgage lenders sell their loans to financial intermediaries which issue mortgage­
backed securities (MBS's). Some mortgage lenders issue MBS's themselves. Loans may be 
sold to FNMA or Freddie Mac, each of which has their own brand of MBS. Loans also can 
be sold to other mortgage lenders which issue GNMA or private-label MBS's. Lenders may 
also issue GNMA or private MBS's ori their own. 

Loans sold to FNMA or Freddie Mac for placement into MBS's generally must meet the same 
terms and conditions as required for each respective agency's purchases for their own 
portfolio. Loans placed into GNMA MBS's must be FHA-insured and thus meet the FHA 
underwriting requirements. Loans placed into private MBS's must meet the underwriting 
requirements established by the issuer of the MBS. 

The cost of funds to lenders which use the FNMA or Freddie Mac MBS channels may differ 
from the cost of funds provided by sale to one of the agencies for their portfolio. A lender's 
cost of funds using the MBS route will be affected by: 

the extra costs associated with MBS issuance; 

the structure of the MBS; the principal and interest payments on an MBS may be 
carved up in different ways and sold to investors with different risk preferences and 
investment time horizons; and, 

interest rates and preferred features in the securities markets at the time of sale of an 
MBS. 

Government National Mortgage Association (GNMA or Ginnie Mae) 

GNMA is a U.S. government corporation created in 1968. Unlike FNMA and Freddie Mac, 
the guarantee it offers on GNMA MBS's has the full faith and credit of the U.S. government 
behind it. The MBS's of all three agencies have AAA credit ratings. FNMA and Freddie 
Mac's AAA is based on their government sponsorship, over and above whatever credit 
strengths they have as private corporations. 

Unlike FNMA and Freddie Mac, GNMA does not purchase mortgages. It guarantees MBS's 
issued by GNMA-approved issuers. GNMA multi-family MBS's generally must be backed by 
a single FHA-insured multi-family mortgage. The mortgage must have an unpaid principal 
balance of at least $500,000 and have been originated within the last 12 months. The issuer 
pays GNMA an annual guarantee fee of 13 basis points and is allowed a servicing fee of 12 to 
37 basis points. GNMA MBS's can be issued for construction loans as well as permanent 
loans. Debt service coverage for permanent loans must be about 1.11. 
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Interest rates on FHA-insured multi-family mortgage loans are the lowest taxable rates 
available in the mortgage markets. No other loans are backed by the full faith and credit of 
the U.S. Government. An FHA multi-family loan with a 30 year maturity would bear interest 
at about 120 basis points over the 30 year Treasurt; rate. If t.iie loan is funded tt1rough a 
GNMA MBS, rates might be 10 to 20 basis points lower. As of June 1, 1994, a typical rate 
on an FHA-insured 90 percent loan-to-value, 40 year amortization mortgage would be 9.5 
percent, including the FHA insurance fee. 

Fees for GNMA-funded loans would run about 3.5 percent to 4.5 percent up-front with a 0.5 
percent annual FHA insurance fee. The up-front fees for new construction projects would 
consist of 0.8 percent FHA processing fees plus the lender's origination fees a..11d closing costs. 
GNMA establishes the interest rate on GNivlA MBS's at a spread below the interest rate on 
the mortgage. The spread covers the GNMA guarantee fee and the lender's servicing fees. 

Because of the government guarantee, forward commitments are available in the marketplace 
for FHA-insured mortgages. Rate-locks for fixed as well as variable rates can be found. 

Private !'-.IBS _Conduits 

Private MBS's got started as a way to securitize mortgages which had loan amounts exceeding 
the statutory limits allowed for federal credit agencies (FNMA, Freddie Mac, and GNMA) 
that issued l\1BS's. These ;;jumbo" loans, as they are called, are still the bread and butter of 
the conduits. 

Lacking the sterling credit of the agencies' U.S. Government sponsorship, the private MBS's 
trade at interest rates from 25 to 50 basis points above comparable FNMA securities. Thus, 
for loan amounts within the agencies' statutory limits, conduits are not generally competitive. 

The conduits do not acquire loans for their own portfolio. They are essentially mortgage 
companies operating in conjunction with investment ba11king fiims that sell the MBS's on Wali 
Street. Conduits are organized to package and seii private MBS's. As such, they are volume 
driven to generate origination and underwriting fees. This can lead them to devise, besides 
jumbos, other mortgage products that are not offered by the agencies, to be more flexible on 
underwriting terms, or to be more efficient and less costly in processing the transaction. 

Still, the need to produce an MBS product acceptable to Wall Street and the lack of any 
independent capilalizalion or credit strength limits what conduits can offer. Forward or take­
out commitments are not available. Financing is oriented generally toward seasoned loans of 
as much as two years or more. Some representative conduit lending terms for multi-family 
mortgages are contained in Table 31. Appendix H lists conduits which purchase multi-family 
mortgage loans. 
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TABLE 31 
Conduit Multi-Family Terms and Conditions 

Loan amount 
Forward commitment 
Loan-to~ Value 
Maturity 
Amortization period 
Debt service coverage 
Second mortgage allowed 
Loan fees· 
Interest rates 
Assumable 
Recourse 
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$500,000-$30,000,000 
no 

75% 
30 years max 
30 years max 

1.25-1.3 
no 

1%-2% 
fixed or floating, Treasuries of same term + 2.5%-3.0% 

yes, with fee 
no 
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VI. Multi-Family Housing Credit Enhancement 

Credit enhancement is a contractual arrangement for a contingent source of payment of all or 
a portion of the amount due to holders of loans, bonds, or other obligations in the event that 
the payment can't be made from the main sources that secure the obligation. Credit 
enhancement includes insurance, guarantees, letters of credit, additional collateral, and 
subordination of a portion of the obligation. If the source of the credit enhancement is a third­
party, it's credit rating or creditworthiness must be superior to the obligation to be enhanced 
for there to be any benefit. 

Credit enhancement results in lower interest rates to the borrower or issuer of the obligation. 
This is due to the superior credit standing of the enhancer. It also may arise from a higher 
credit rating making the obligation a permissible investment for a broader market. The 
decision to use credit enhancement must weigh the cost paid for the enhancement against the 
savings in interest expense. 

If the enhancement guarantees 100 percent of the payments due, the credit rating of the credit 
enhancer will supersede that on the underlying assets or obligation. If the enhancement covers 
only a portion of the potential losses to holders, rating agencies will evaluate the credit 
strength of both the underlying assets or obligation and the enhancement source. 

There currently is no private mortgage insurance available for multi-family mortgages. The 
FHA insurance programs are the only ones that exist to cover multi-family mortgages. Other 
than insurance, the only common enhancement of mortgages is recourse to the borrower or 
pledging of additional collateral by the borrower. The other types of credit enhancement 
discussed in this section apply largely to mortgage-backed securities, including mortgage­
backed bonds. Various forms of credit enhancement can be used in conjunction with each 
other, if need be. 
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Federal Housing Administration (FHA) Mortgage Insurance 

The U.S. Department of Housing and Urban Development (HUD) has a broad array of 
Federal Housing Administration (FHA) mortgage loan insurance programs. The active 
mortgage insurance programs with possible application to Juneau housing include: 

Section 207 Manufactured Home Parks; 
Section 213 Cooperative Housing; 
Section 22l(d)(3) and (4) Multifamily Rental Housing for Moderate-Income 
Families; 
Section 223(f) Existing Multifamily Rental Housing; 
Section 22l(d) pursuant to Section 223(g) Single Room Occupancy Projects; 
Section 232 Nursing Homes, Intermediate Care Facilities, and Board and Care 
Homes; arid, 
Section 241 Supplemental Loans for Multifamily Projects. 

Only the Cooperative Housing and Single Room Occupancy insurance programs exclude for­
profit owners. The Existing Multifamily Rental Housing program covers refinancing or 
acquisition of existing multi-family properties with or without substantial rehabilitation. The 
Supplemental Loans for Multifamily Projects insures mortgages for improvements or additions 
to, or equipment for, existing multi-family properties. 

The two FHA insurance programs for new construction or substantial rehabilitation of muiti­
farnily properties of five or more units, Sections 22 l(d)(3) and (4), have the same general 
requirements and terms. The main difference is that Section 22l(d)(3), which is not available 
to for-profit sponsors, can insure loans for up to 100 percent of total project costs, while 
Section 221 ( d)( 4 ), available to all types of developers, will insure loans up to only 90 percent 
of project cost. There are no restrictions on occupancy based on tenant income or HUD 
regulation of rents for either progran1. Loans can be non-recourse and fully assumable. The 
programs cover both construction and permanent financing. The insurance can be used with 
tax-exempt bonds. 

TABLE 32 
FHA 22l(d)(3) and (4) Mortgage Insurance Terms and Conditions 

Loan-to-Value 
Amortization period 
Fees 

application 
inspection 
insurance 

Construction 
completion guarantee 
wages 
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max of 90% ( I 00% non-profits) or HUD per unit limits 
40 years max 

0.3% 
0.5% 

0.5% at closing + 0.5% yearly 

100% bonded or 15% cash escrow 
Davis-Bacon 
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See Appendix I for additional information on FHA Section 22l(d)(3) and (4) insurance and 
HUD statutory per unit mortgage limits and for a list of FHA-approved multi-family lenders 
recently active in Alaska. 

State Or Local Government Guarantees 

GeneralObli~ation (GO) 

A state or local government could issue bonds for multi-family housing mortgage loans, 
bearing the general obligation of the state or local government. For CBJ to do so, the bonds 
would have to be approved by the voters. The general obligation pledges the full faith and 
credit of the government behind the bonds. A court could compel tax levies, if necessary, to 
meet payments on the bonds. Juneau's general obligation credit rating is Baal from Moody's 
Investors Service, Inc. Juneau does not have a rating from Standard & Poor's. 

Moral Obli~ation 

A moral obligation is a discretionary replenishment provision attached to a reserve fund that is 
part of the security for a revenue bond issued by a state or local government or agency. The 
provision typically requires an annual .certification to the state or local government of the 
deficiency, if any, in the reserve fund. The state or local government may appropriate the 
amount necessary to restore the reserve fund to its required level. There is no legal obligation 
for the state or local government to do so. Thus, moral obligation bonds do not require voter 
approval. 

Deficiencies in the reserve fund would arise if the revenues that provided primary security for 
the bond fell short of the amount required to meet a principal or interest payment. Then, the 
reserve fund would be drawn upon to make the payment. Replenishment from appropriations 
is at the-discretion of the government granting the moral obligation. 

Moral obligations are not considered to be of any value by Moody's. Standard & Poor's will 
rate moral obligations bonds as high as one full grade below an issuer's general obligation 
rating.28 If it were assumed that a CBJ application to Standard & Poor's for a GO credit 
rating resulted in a BBB+, on par with the Moody's rating of Baal, a CBJ moral obligation 
would not produce an investment grade rating on a bond issue. Thus, a moral obligation of 
the City and Borough would not be of any value as credit enhancement for a bond issue. 

28 The reserve fund must be equal to at least the maximum annual debt service. 
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Contini:ent Loan Aereement 

A state or local government could enter into an agreement to provide one or more loans as 
necessary to meet principal or interest payments due on a revenue bond, in the event of a 
deficiency of revenues. If the government body retains discretion as to whether to make the 
loan, the nature of the government's obligation is similar to a moral obligation. The only 
difference would be that the government's advances are to be repaid from excess revenues 
supporting the bonds. 

Stronger credit support may be provided by an agreement that compels the government to 
loan funds to cover any deficiencies. This would raise a question as to whether the 
government's contingent liability created a debt of the government that would require voter 
approval. If so, it would amount to providing the government's general obligation backing for 
the bond. The attorney for the City and Borough reckons that this would be case for foneau, 
making this option as problematical as issuance of GO bonds. The only way to enter into a 
contingent loan agreement that would not be construed as government debt would be to fund 
the potential liabilities at the outset with an appropriation to a reserve. 

Government lending of funds contingentiy to private developers of multi-family housing 
would be one way to structure credit support, at least for enhancing credit for a loan. But this 

· might not be legally permissible, at least under current law or ordinance. More likely, a 
contingent loan agreement would be executed in favor of the trustee for a security or bond 
issue or with a housing finance agency that might be created to operate a lending program. 

Federal Agency Guarantees 

FNMA, Freddie Mac, and GNMA guarantee MBS's made up of multi-famiiy housing 
mortgages. These guarantees all provide a AAA rating. See the discussion under the 
respective headings for each of these agencies. 

Only GNMA guarantees MBS's issued by other parties than the agency itself. CBJ in theory 
could become a GNMA issuer. But it would require developing an on-going lending 
operation and track record. The city may not be inclined to take on such a function, especially 
with increasing fiscal pressures as Prudhoe Bay winds down. Such a move would not be able 
to provide a timely response to Juneau's current housing crisis. 

The most likely way that a local government might avail itself of federal agency guarantees for 
multi-family lending would be to incorporate the agencies underwriting requirements into its 
loan program and funnel the loans to the agencies or GNMA issuers for inclusion in MBS's. 
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Bank Letter of Credit (LOC) 

An LOC issued by a bank irrevocably authorizes the trustee for a mortgage-backed security or 
bond to make draws upon the bank if mortgage payments are insufficient to meet debt service 
payments. The draws may be made up to the amount stated in the LOC. Such amount may 
provide for complete or partial coverage of principal and interest payments. LOC's generally 
are underwritten on the same terms and conditions. that would be required for a bank to make 
a mortgage loan on a project. Banks are reluctant to write LOC's that extend beyond seven 
years. 

The degree of credit enhancement gained will depend on the credit rating of the issuer of the 
LOC and the extent and term of coverage provided. Banks issuing LOC's have either a AA or 
AAA rating. 

LOC's are more expensive than they used to be because FIR.REA now includes LOC's in the 
measurement of a bank's capital adequacy. A mortgage-backed security or bond issuer could 
pay as much as 1.5 percent per year on the outstanding, or even original, principal balance of 
an issue, in addition to application and processing fees. 

LOC's are accompanied by reimbursement agreements to provide for repayment of amounts 
drawn. Repayment is made from excess cash flows generated by the collateral. 

Collateral Pledge 

The pledge of collateral over and above the collateral created from loan, MBS, or bond 
proceeds may be used to enhance the credit of an obligation. The degree of enhancement 
from overcollateralization will depend on the amount, credit quality, maturity, liquidity, and 
other features of the additional collateral. It also would depend on whether the all the 
collateral faces the same set of risks. 

Structured Finance 

One way to enhance the credit of a portion of a loan, bond, or other obligation is to divide the 
obligation into first and second liens. The senior class of obligations is given first claim on 
revenues and assets of the entire collateral. The second or junior lien obligations absorb all 
shortfalls or losses first, until their share of the collateral is wiped out. Subordination is a 
form of overcollateralization with respect to the senior or first lien position. 

Of course, the necessary consequence of enhancing the credit of the senior piece in this 
manner is to erode the credit of the subordinate portion. The subordinate piece may be 
unsalable.29 The issuer of the obligations may be forced to hold the subordinate debt. 

29 Banks risk-based capital rules generally would treat both the senior and junior lien debts as having I 00 percent risk 
weights in the case of commercial multi-family loans or MBS's. 
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Unlike other forms of credit enhancement, there are no up-front fees required to structure a 
senior/subordinate financing. But, legal and some other issuance costs may be greater. It may 
be the only way to enhance credit if third-party sources of enhancement are not available or 
have credit standards exceeding those of the transactions to be financed. Use of structured 
financing would depend on finding a buyer or holder for the subordinate portion of the debt. 

Bond Insurance 

Private insurance for MBS's or bonds provides a 100 percent guarantee of payment of 
principal and interest. The insurers have AAA ratings. The complete coverage of an issue 
results in the substitution of the insurer's credit rating for any rating on the underlying 
collateral or other credit enhancement. It also eliminates the need for a bond reserve fund. 

Bond insurers are able to offer 100 percent coverage and maintain their Aaa/ AAA ratings only 
by not taking on the basic credit risks associated with the financing. The terms and conditions 
on which they offer insurance require that issues be at least investment grade quality as rated 
by Moody's and Standard & Poor's-Baa and BBB, respectively-even without the bond 
insurance. 

In the case of multi-family mortgage-backed securities or bonds, bond insurers will take on 
only issues that have other credit enhancement, such as FHA insurance or a ba.r1k letter of 
credit. The underlying enhancement must cover the credit risk associated with the mortgages. 

The value of the bond insurance to investors is that it provides the due diligence needed for 
complex credits like mortgage-backed obligations. It's like a good housekeeping seal of 
approval. It assures the investors that the financing structure will work as intended in all 
circumstances and that the credit quality of the assets is as represented. 

Lrisurers have rrijnimum issue and mortgage pool sizes for which they will consider providing 
insurance. Single FHA-insured mortgages of at least $4 million can be considered by some 
insurers: Other structures may require as many as five projects totaling $10 rriiliion. 

The cost of insurance may vary from 100 to 150 basis points up-front to 20 to 30 basis points 
annualiy. 
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VII. Project Feasibility 

To determine if the construction of new multi-family housing is feasible under current housing 
and mortgage market conditions, four hypothetical multi-family projects are analyzed. The 
four projects are: 

Project A-16 Unit Valley Market Rent Project; 

Project B-30 Unit Downtown Market Rent Project; and, 

Projects C and D-45 Unit Valley Low-Income Projects. 

Sensitivity cases reflecting various development, operating, and financing assumptions are 
examined to determine the: 

types of projects most likely to be feasible; 

kinds of financing most likely to work; 

• potential contribution to feasibility of a CBJ financing program; 

potential contribution to feasibility of changes in CBJ regulatory policies; and, • 

level of rents or operating expenses required for a project to breakeven. 

Table 33 summarizes the results of the feasibility analysis. Appendix J contains the detailed 
analyses for each individual project and case. 
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TABLE33 
Pro Forma Multi-Family Housing Projects Financial Feasibility 

Annual 
Debt Return on Operating 

Service Required Equity Equity 2-Bedroom Expense 
Coverage Coverage Required (pre-tax) Unit Rent Ratio 

Project A• 16 Unit Valle~ Market Rent Project 
Base Case: AHFC Financing 1.23 1.25 $701,900 3.3% $850 40% 

Sensitivity Cases: Development Costs 
High Density 1.23 1.25 821,900 3.5% 850 40%. 
Low Land Development Cost 1.23 1.25 653,900 3.5% 850 40% 
Zero Raw Land Cost 1.23 1.25 605,900 3.8% 850 40% 
Low Construction Cost 1.23 1.25 595,500 3.9% 850 40% 
Lowest Total Development Cost 1.23 1.25 543.800 5.3% 850 40% 
High Construction Cost 1.23 1.25 918,500 2.5% 850 41% 

Sensitivity Cases: Breakeven 
Breakeven Expenses 1.25 1.25 346,100 10.0% 850 4% 
Breakeven Rents 1.23 1.25 365,100 10.0% 1,270 35% 
Lowest Total Development Cost, Breakeven Expenses 1.23 1.25 341,900 10.0% 850 24% 
Lowest Total Development Cost, Breakeven Rents l.23 1.25 360,500 ·J0.0% 1,034 37% 

Sensitivity Cases: Other Financing 
Bank Financing 1.20 1.20 778,300 2.7% 850 40% 
FNMA Financing 1.15 1.15 703,800 2.6% 850 40% 
FHA Financing ' ,~ l.1.J i.11 839,700 2.i% 850 41% 
CBJ Financing 1.20 1.20 $709,700 3.0% $850 40% 
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Annual 
Debt Return on Operating 

Service Required Equity Equity 2-Bedroom Expense 
Coverage Coverage Required (pre-tax) Unit Rent Ratio 

Project B - 30 Unit Downtown Market Rent Project 
Base Case: AHFC Financing 1.23 l.25 $1,266,500 3.2% $ 900 41% 

Sensitivity Cases: Development Costs 
High Density 1.23 1.25 1,483,500 3.4% 900 41% 

Low Land Development Cost NA NA 
Low Construction Cost 1.23 1.25 1,077,700 3.7% 900 40% 
Zero Raw Land Cost 1.23 1.25 1,032,500 3.9% 900 41% 
Lowest Total Development Cost 1.23 1.25 1,014,600 4.9% 900 40% 

High Construction Cost 1.23 1.25 1,644,800 2.4% 900 41% 

Sensitivity Cases: Breakeven 
Breakeven Expenses 1.25 1.25 613,600 10.0% 900 3% 
Breakeven Rents 1.23 1.25 648,300 10.0% 1,365 36% 
Lowest Total Development Cost, Breakeven Expenses 1.23 1.25 614,900 10.0% 900 22% 

Lowest Total Development Cost, Breakeven Rents 1.23 1.25 646,800 10.0% 1,124 37% 

Sensitivity Cases: Other Financing 
Bank Financing 1.20 1.20 1,396,500 2.7% 900 41% 

FNMA Financing 1.15 1.15 1,264,400 2.6% 900 41% 

FHA Financing 1.13 I.II 1,509,500 2.0% 900 41% 

CBJ Financing • 1.20 1.20 $1,277,100 2.9% $ 900 41% 

Annual 
Return on Operating 

Debt Service Required Equity 2-Bedroom Expense 

Coverage Coverage Equity Required (pre-tax) Unit Rent Ratio 

Project C • 45 Unit Valley Low-Income Project 
20% of Unit, Restricted to Rents @ 30% of 50% of Median Income 

Base Case: AHFC Financing (tax-exempt) l.43 1.15 $2,148,300 4.1% $ 850 44% 

Sensitivity Ca.se;;: Development Costs 
High Density 1.43 1.15 2,543,500 4.3% 850 44% 
Low Land Development Cost 1.43 1.15 2,013,300 4.4% 850 44% 
Zero Raw Land Cost 1.43 1.15 1,878.300 4.7% 850 44% 
Low Construction Cost 1.44 1.15 1,819,000 4.9% 850 43% 

Lowest Total Development Cost 1.44 1.15 1,729,300 6.4% 850 43% 
High Construction Cost 1.43 1.15 2,806,600 3.1% 850 44% 

Sensitivity Ca.,es: Breakeven 
Breakeven Expenses 1.49 1.15 1,318.600 l0.0% 850 15% 
Break even Rent, 1.45 1.15 1,324,700 l0.0% 1,271 39% 

Lowest Total Development Cost. Breakeven Expenses 1.46 I. 15 1,318,300 l0.0% 850 32% 

Lowest Total Development Cost, Breakeven Rents 1.44 1.15 $1,321,300 10.0% $1,015 41% 
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Annual 
Debt Return on Operating 

Service Required Equity 2-Bedroom Expense 
Coverage Coverage Equity Required (pre-tax) Unit Rent Ratio 

Project D - 45 Unit Valley Low-Income Project 
40% of Units Restricted to Rents @ 30% of 60% of Median Income 

Base Case: AHFC Financing (tax-exempt) 1.43 1.15 $2,154,400 4.3% $ 850 43% 

Sensitivity Cases: Development Costs 
High Density 1.43 1.15 2,549,000 4.5% 850 43% 
Low Land Development Cost 1.43 1.15 2,019,400 4.6% 850 43% 
Zero Raw Land Cost 1.43 1.15 1,884,400 4.9% 850 43% 
Low Construction Cost 1.44 1.15 1,814,700 5.2% 850 43% 
Lowest Total Development Cost 1.44 l.15 1,722,200 6.8% 850 43% 
High Construction Cost 1.44 1.15 2,841,400 3.2% 850 44% 

Sensitivity Cases: Breakeven 
Breakeven Expenses 1.49 1.15 1,355,900 10.0% 850 17% 
Breakeven Ren ts 1.45 1.15 1,361,200 10.0% 1,389 39% 
Lowest Total Development Cost, Breakeven Expenses i.46 l 15 1,357,700 10.0% 850 33% 
Lowest Total Development Cost, Breakeven Rents 1.44 !.15 $1,359,300 10.0% $1,043 41% 

Feasibility Analysis Assumptions 

Projects A and B both assume financing under the proposed Ah1FC Multi-Family Secondary 
Market Participation Housing Program for the base case and all sensitivity cases except Other 
Finai.7.cing sensitivity cases. 

Projects C and D both are assumed to be financed by AHFC's Multi-Family, Special Needs & 
Congregate Housing Loan Program. The only difference between Projects C and D is the 
option chosen in regard to set-aside of rent-restricted units. Project C is based on a set-aside 
of 20 percent of the units, restricted to rents at 30 percent of 50 percent of median income, 
according to household size. Project D has a set-aside of 40 percent of the units, restricted to 
rents at 30 percent of 60 perceni of median income. 

The sensitivity cases provide an idea of the relative importance of various aspects of a project. 
Their various assumptions do not require or attempt a high degree of precision for this 
pmpose. The cases analyzed are: 

Base Case-this is basically the business as usual case, except that it presumes the 
implementation of the AHFC Multi-Fa1nily Secondary Market financing program 
which is yet to be adopted; costs are best guesses; 

High Density-this assumes 25 percent more units are built on the same amount of 
land; it could represent a density bonus or higher density zoning; 
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Low Land Development Cost-this assumes that land development costs are reduced 
by 50 percent; it could represent changes in public improvement ordinances or 
subdivision standards regarding parking, streets, curbs, gutters, lighting, storm 
drainage, water, sewer, etc. that eliminate some requirements, substitute less 
demanding standards, or allow the use of less costly materials or construction 
techniques; 

Zero Raw Land Cost-this assumes that the raw land is provided at no cost to the 
developer by the city; 

Low Construction Cost-this assumes the use of modular or panelized construction 
techniques or changes in the city's building code that reduce the cost of construction 
by 10 percent; 

Lowest Total Development Cost-this case includes all of the assumptions of the 
previous four cases, namely: 

25 percent higher density; 
50 percent less land development cost; 
10 percent less construction cost; and, 
no raw land cost; 

High Construction Cost-this assumes construction costs are 20 percent higher than 
the base case; this could represent costs on FHA projects which require Davis-Bacon 
wages, as well as the possible underestimation of costs in the base case for whatever 
reason; 

Breakeven-these cases calculate the rents or level of operating expenses for projects 
undetaken by for-profit developers to breakeven; breakeven is defined as achieving a 
10 percent return on equity; breakeven for non-profit sponsors would be defined as 
achieving a non-negative rate of return (zero or better); breakeven for for-profit 
developers is estimated both for the base case and lowest total development cost 
cases; and, 

Bank, FNMA, FHA, and CBJ Financing-these are the base case using differing 
financing assumptions as shown in Table 34 for these various financing sources. 
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Interest Rate 
Project/Financing as of 6/1/94 
Affordable Project 

AHFC 7.179% 
Market Rent Projects 

Bank Financing 9.250% 
AHFC (proposed) 9.219% 
FNMA I 0.375% 
FHA 9.500% 
CBJ Bond Issue 9.750% 

Notes: 

TABLE34 
Financing Assumptions 

Bank 

Construction Term Loan 
Loan.Fees Fees Closin!l; Costs 

none 1.0% 2.0% 

1.5% 1.5% 2.0% 
1.5% 2.0% 2.0% 
1.5% 3.5% 2.0% 
none 4.5% 2.0% 
1.5% 5.5% 2.0% 

Term Loan True 
Interest Cost as of Amortization 

6/1/94 Period !:z:ears) 

7.49% 30 

9.87% 15 
9.69% 30 

11.08% 30 
10.22% 40 
10.69% 30 

I. Interest rates include servicing fees; servicing fees on CBJ bond financing assumed to be 0.25%. 
2. Bank interest rate is variable rate financing at prime+ 2%. Other rates are fixed rates. 

Loan-to- Required 
Value Coverage 

85% 1.15 

75% 1.20 
80% 1.25 
80% 1.15 
90% 1.11 
90% 1.20 

3. AHFC term loan fees for market rent projects assume 1.5% bank loan origination fee+ AHFC 0.5% commitment fee. 
4. f1'.!tv1A interest rate is for loans with a 15 year term. 

5. FHA interest rate includes 50 basis points for FHA insurance. 
6. CBJ Bond interest rates assume an unrated private placement without credit enhancement. 
7. Loan Fees for a CBJ Bond Issue include 2 percent each for bond issuance costs and bond underwriter's discount and 

and 1.5% for bank loan origination fees. 
8. Closing costs estimated at $5,000 for appraisal, $6,000 for environmental report, $1,000 for engineering report, 

$500 for recording, and 3/4 percent title insurance assuming a $1,000,000 loan. 
9. True Interest Cost estimated assuming a $1,000,000 loan. 

Rents used in the feasibility analysis are estimates of rents for newly consLn.1cted projects 
based on Thomas P. King & Associates' survey of existing multi-family projects of 5 or more 
units. Unit size also is based on the King survey. See the Juneau Housing and Land 
Inventory section of this study. Typical unit sizes from the survey, namely: 

efficiency 
I bedroom 
2 bedroom 
3 bedroom 
4 bedroom 

450 square feet 
550 square feet 
783 square feet 

1,000 square feet 
1,200 square feet 

are used in the feasibility analysis, with some variations according to the type or location of 
project. 
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Operating expenses are estimated as follows: 

taxes-14.08 mils multiplied by the income value of the project; 

insurance-50¢ per $100 of total building cost; 

utilities-$800 per unit per year; 

maintenance-8 percent and 10 percent of gross annual income for market rent 
and low-income projects respectively; 

management-8 percent and 10 percent of gross annual income for market rent 
and low-income projects respectively; and, 

replacement reserves-$325 per unit per year. 

The projects are assumed to be of average quality construction with typical finish and 
appliances. No garages or carports are considered. Heat is electric base-board. 

Construction costs are based on data contained in Table 35. 

TABLE35 
Juneau Multi-Family Construction Costs 

Project 
A - actual costs, < 10 units 
B - actual costs, < IO units 
C - estimated costs, > IO units 
D - estimated costs, > IO units 

AHFC area estimates 
standard construction 
Davis-Bacon 

Contractor estimate 
Contractors' "site" unseen bids 

National Building Cost Manual estimate for 
500 square foot unit in 4- to 9-unit structure 

National Building Cost Manual estimated cost 
reduction for structures of 10 or more units 
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Hard Total 
Construction Construction 

Costs Costs 

$92 $100 
97 
80 

$94 - $1 IO 

$90 - $100 
$1 IO - $120 

$85 - $90 
$105 

$89 

$3 

Total 
Project 
Costs 

$123 

$140 
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The capitalization rate was developed by King & Associates from the "band of investments" 
method that considers the typical interest rate, term, and loan-to-value ratio for mortgage 
loans. The developer's equity return rates are also considered. 

Interest during construction is figured assuming a drawdown of the loan amount, pro rata with 
a constant rate of construction expenditures, over a construction period of 15 months. 

The rent-up reserve is estimated assuming absorption at a constant rate over three months. 
This short absorption period is based on the current minimal vacancy rate for multi-family 
housing. Some time is assumed to be needed even in this tight market to allow for uncertainty 
in the completion date and for vacating renters to give notice. 

Results of Feasibility Analysis 

Types of Projects 

The feasibility analysis shows the low-income projects faring better than market rent projects. 
Their rates of return on equity are about one percent to one and one-half percent higher than 
the market rent projects. Part of the reason for this, as discussed in the section on AHFC's 
Multi-Family, Special Needs & Congregate Housing Program in Chapter V, is that the 
restrictions required on rents do not place them very far below market. Yet, the tax-exempt 
interest rate offers a clear margin below market interest rates. In addition, part of the superior 
returns shown for the low-income projects is due to the lower construction costs assumed for 
a larger size project. 

The analysis does show that between the two types of low-income projects, the set-aside of 
the greater percentage of units-40 percent instead of 20 percent-improves returns by 0.2 
percent to 0.4 percent. The greater number of units with restricted rents is more than offset 
by elevation of the allowed rent from 50 percent to 60 percent of the Juneau median income. 

The relative merits of location, between the downtown and valley, do not appear to be 
significantly different. Lower rents in the valley may be offset by lower development costs. 
The actual attractiveness of a project appears more likely to depend on its size, types of units, 
aiid specifics of the siie. 

Types of Financinz: 

All of the market rate financing sources produce simiiar rates of returns, we!! below the 10 
percent assumed as a threshold of feasibility for for-profit developers. The rates range from 
2.0 percent to 3.3 percent. The best financing judged by return on equity would be the 
proposed AHFC Multi-Family Secondary Market program. As a proposed program, none of 
AHFC's terms are cast in concrete. The analysis assumes AHFC's interest rates would be the 
same as their current taxable rates for affordable multi-family acquisitions without 
rehabilitation. A CBJ bond issue would be next best in terms of rate of return. 

Juneau Multi-Family Housing Market Analysis Page 1 - 1 Jl 



In terms of equity, AHFC, FNMA, and CBJ financing would require almost the same 
amounts. Bank financing boosts equity required by about 10 percent relative to AHFC, 
FNMA, or CBJ financing. FHA-insured financing would increase required equity almost 20 
percent relative to the lower three sources, given the analysis' assumption of 20 percent higher 
construction costs to meet Davis-Bacon requirements on FHA-insured projects. 

Debt Service Coverage 

The feasibility analysis determines the loan amount as the lesser of: 

the loan-to-value ratio applied to the market value of the project (its income 
value); or, 

what NOi, figured with a 7.5 percent allowance for vacancy and credit losses, will 
support at the debt service coverage ratio required for the type of financing under 
analysis. 

This manner of determining the size of the loan assures that the coverage ratio for debt service 
will be met prospectively. This reflects the underwriting practices used by financing sources 
to control their risk. The analysis could be done assuming loans at the maximum loan-to­
value. Then, some cases would show infeasibility due to lack of sufficient coverage. 

For market rent projects, the only cases that show any margin of debt service coverage above 
the required level are those with FHA financing. Essentially all the other market rent cases 
cannot support loans at the maximum loan-to-value. 

All of the low-income project cases provide excess coverage. This is due to the smaller 
amount of debt service to be covered, as a result of the tax-exempt interest rate. All low­
income .cases would be feasible at the maximum loan-to-value, were it not for equity concerns. 

Equity Requirements and Return 

What makes all of the projects infeasible as a practical matter, in all cases except perhaps the 
breakeven cases, is the low return on equity or the large amount of equity required. Except 
for the breakeven cases, none of the cases provide a return as high as 10 percent. This is the 
rate used by King & Associates as an estimate of the required return on equity for developing 
the capitalization rate. 

Even in the breakeven cases, which by definition provide a 10 percent rate of return, the 
amount of equity required is still very significant-on the order of $350,000 for a 16 unit 
valley project, over $600,000 for a 30 unit downtown project, and over $1,300,000 for a 45 
unit low-income project in the valley. Such levels of equity contribution may be beyond the 
reach of all but the most financially strong local developers or partners, even if the breakeven 
conditions could be realized. 
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These high equity requirements reflect the fact that total development costs generally exceed 
project market values by 50 percent to 100 percent. Only in the break.even cases for the 
market rent projects do costs even approach values. In these cases, they exceed market 
values by about 7 percent. Breakeven cases for the low-income projects show costs at 
roughly 25 percent over value. 

Juneau currently has only 10 multi-family properties with more than 45 units. The equity 
required for projects of this size and the relatively high risks attached to Juneau multi-family 
housing investments may limit further development to smaller projects. This may be desirable 
from a standpoint of social policy. Respondents to the Juneau Household Survey also showed 
a strong preference for small projects. But given the magnitude of the pent-up demand 
documented in the Juneau Housing Demand Forecast, local development of smaller projects 
may not be sufficient or rapid enough to meet the city's goals for alleviating Juneau's housing 
crunch. 

Potential CB.I Financin2 Role 

The high equity requirements for multi-family projects would make second mortgages in some 
forms helpful to development. The lack of any excess coverage of debt service in the 
feasibility analyses for all sources of first lien financing except FHA means that any second 
mortgages would have to be structured as deferred payment, sleeping (paid only from excess 
cash flows), or participating mortgages that provided some equity participation. 

Table 36 summarizes the financial performance of a 1982 CBJ second mortgage progra_rn for 
multi-family housing that provided twelve zero interest loans with deferment of principal 
amortization for five years. The high incidence of payment problems, including: 

no payments on two loans~ 
zero recovery on the two loans that were foreclosed; 
one or more extensions of maturity on seven loans, 

reflect both the risks of the Juneau housing market and the inferior lien position of second 
mortgages. In this housing market, a second lien is tantamount to holding an equity position. 
For that reason, a program offering second mortgages should provide for equity participation 
by the lender. 
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Date of Loan Loan Amount 
7/82 $24,000 
8/82 139,200 
8/82 139,200 
9/82 232,800 
8/83 232,800 

12/82 95,760 
6/82 326,067 
4/82 149,500 
6/82 39,600 
6/82 509,000 

4/83 529,000 

2/84 76,980 

Total $2,493,907 

TABLE36 

City and Borough of Juneau 
Performance of 1982 Rental Stimulation Program 

Repayment Amount of 
Start Date Maturity Status as of 4/18/94 Recovery 

7/87 6/95 payments current 
8/87 7/95 foreclosed 0 
8/87 7/95 payments current 

10/87 9/95 payments current 
9/87 8/96 payments current 
1/88 12/96 payments current 
7/87 6/95 payments current 
5/87 foreclosed 0 
7/87 6/95 payments current 
from surplus cash flow no payments; in 

HUD lawsuit 
from surplus cash flow no payments; in 

HUD lawsuit 
3/89 2/97 payments current 
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Extensions 

Date New Maturi~ 

8/88, 2/90 1/98, 7/98 
8/88 2/97 
8/88 • 2/97 
8/88 2/98 
8/88 2/98 

8/88 1/97 

8/88 2/98 
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The political and fiscal difficulties of the city contributing cash to projects makes it likely that 
the city only could take second mortgages in exchange for contributions of land, at least for 
market rent projects. This might be vacant land or foreclosed properties. Disposition could 
be negotiated or by bids on price, equity share, or number or types of units. 

Breakeven and the Importance of Development Re1mlations 

Breakeven Operating Expenses 

The sensitivity cases show that breakeven is not going to be achieved by controlling operating 
expenses, unless major reductions can be· made in total development costs as well. Without 
such reductions, expenses would have to be between 3 percent to 17 percent of effective 
gross income. This is not close to being possible. 

With action on several fronts to produce development costs as low as assumed in the lowest 
total development costs case, expense ratios of 22 percent to 24 percent for market rent 
projects and 32 percent to 33 percent for low-income projects would provide breakeven. This 
might be within the realm of possibility, but would offer more realistic hope of breakeven if 
rents were higher as well. 

Breakeven Rents 

Breakeven rents in Table 33's base case range from $1,270 to $1,389 for two-bedroom units. 
It would be difficult for average two-bedroom rents to reach such levels. Compared to 1993's 
real average monthly wage for Juneau, these breakeven rents would represent an average rent 
burden30 of 48 percent to 52 percent. This is far above the peak 37 percent rent burden 
reached in 1983. It is also at the level, 50 percent, that is considered to constitute a severe 
rent burden. 

Affordability of Breakeven Rents 

Table 37 shows that some units with breakeven rents under a business as usual situation might 
be absorbed by the high end of the households needing two-bedroom units. Absorption would 
be more likely under current conditions of low vacancy rates and high pent-up demand, than 
under normal market conditions. 

With development costs pushed down to the level of the lowest total development costs case, 
significant numbers of units with breakeven rents might rent up fairly readily. One- and two­
bedroom units would be affordable to 30 percent or more of the households in the market for 
such rentals under the lower cost case. Still, only about 10 percent or so of one- or two­
bedroom units command rents at this level. 

3o See the discussion relating to Tabie 8, under Critical Obstacles to New Multi-Family Construction in Chapter I, as 
to the limitations of this data for estimating rent burdems. 
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Three bedroom units at breakeven rents would be most at risk of an inability to be fully or 
quickly absorbed by the market. Only about 10 percent of households needing a three­
bedroom unit could afford breakeven rents under the base case. About one-fourth of 
households could afford breakeven rents under the lowest total development cost case. But 
the current lack of any three-bedroom units at either breakeven level indicates such units 
renting at the breakeven rate may face some difficulty. 

TABLE37 
Affordability and Supply at Breakeven Rents 

Base Case Lowest Total Deveioement Costs Case 

Households Existing Households Existing 
Breakeven Able to Multi-Family Breakeven Able to Multi-Family 

Housing Afford Units at or Housing Afford Units at or 
~ BedrQQms Costs Breakeven above Breakeven Costs Breakeven above Breakeven 

A I $1,096 21% 4% $ 916 35% 14% 
2 1,395 16% 3% 1,159 30% 8% 

B 1,187 18% 3% 999 35% 14% 
·2 • 1,490 16% 3% 1,249 30% 8% 

C 1,097 21% 4% 901 35% 14% 

2 1,396 16% 3% 1,140 30% 8% 

3 1,620 12% 0% 1,319 24% 0% 

D 1.187 18% 3% 923 35% 14% 

2 1.514 12% 0% 1,168 30% 8% 
3 $1,759 8% 0% $1,352 24% 0% 

Sources: 

I. Breakeven Housing Costs are rents from Table 33 plus $125 a month for utilities. 
2. Households Able 10 Afford Breakeven and% of Units at or above Breakeven Housing Costs from 

Tables 12 through 14. 

The average affordability of breakeven rents in the base case would be 16 percent for all rental 
households, i.e., those needing one, two, and three bedrooms. This average31 uses the highest 
percentage of households that would be able to afford breakeven rents for any project (i.e., 21 
percent for one-bedrooms, 18 percent for two-bedrooms, and 12 percent for three-or-more­
bedrooms). An average32 of 3 percent of existing multi-family units have rents above the 
base case breakeven level. This leaves a net of 13 percent of rental households that could 
afford additional multi-family housing at the base case breakeven rents. 

31 This is an average weighted by the percentage of rental households residing in units with the given number of 
bedrooms. This distribution of rental households by number of bedrooms is from the Juneau Household Survey 
conducted for this study. 
32 This is an average weighted by existing multi-family units by number of bedrooms. This distribution is shown in 
Chart 15. 
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The Juneau Housing Demand Forecast estimated a need for 242 additional mu!ti-family33 units 
through 1995, above and beyond projects planned or in-progress. The current supply of 
multi-family housing is 2,332 units. If a pro rata 13 percent of renters who are in multi-family 
units (as opposed to renting single-family, duplexes, etc.) could afford base case breakeven 
rents, that would allow absorption of up to an additional 303 units of new construction at 
breakeven rents. 

This 13 percent of multi-family renters are currently paying less than breakeven rents. They 
could be expected to be resistant to trading up, unless the new units offered clearly superior 
housing. Unfortunately, the breakeven rents were figured on the basis of average sites, 
construction, appliances, and amenities, without carports or garages. Thus, the market may 
still be rather thin for driving in an opening wedge at the high end that would enlarge the 
multi-family housing supply. 80 percent of those renters who could afford the breakeven rents 
would have to trade up for 242 new multi-family units to be absorbed. 

Competition from Single-Family Housing 

Part of the reason there are no three-bedroom units at the breakeven rent levels under current 
market conditions is competition from single-family or other owner-occupied housing. An 
average single-family three-bedroom house with a two-car garage is estimated to cost about 
$155,000 to construct and would have a market value very close to that, according to Thomas 
P. King & Associates. With an 8.5 percent 30 year mortgage at 90 percent of market value, a 
homeowner would have a mortgage payment of approximately $1,200. Adding estimated 
taxes, insurance, utilities, and maintenance of about $480 a month, total housing costs would 
run about $1,680 a month. This is on par or below the housing costs a household would 
experience if rents were charged at breakeven levels under the base case. But, three-bedroom 
homes would not be competitive if multi-family development costs were brought down to the 
best case scenario (and assuming single-family development costs did not also fall 
commensurably). Single-family costs would be $300 or more above breakeven rents of 
$1,319 to $1,352 for the lowest total development cost cases. 

33 Multi-family in the case of this estimate was defined as housing with 3 or more units. 
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VIII. Local Government Multi-Family Housing Loan 
Programs 

Inquiries to a number of associations representing local government or local government 
housing activities34 failed to produce any information about multi-family housing loan 
programs conducted at the local level. The only source of information about housing 
programs below the national level that was identified is the National Council of State Housing 
Agencies (NCSHA). This agency publishes comprehensive surveys of all housing programs 
conducted by state housing agencies. Three of their compendiums were reviewed to 
determine the scope of housing programs conducted by these agencies. 35 

From this review, it appears that the primary role of local government with respect to housing 
programs is to provide a channel for local administration or local· allocation of state programs, 
assistance, or financing. Many state programs, in tum, are stops on the way for federal 
programs, primarily HUD. Local governments often do not have the financial resources or 
expertise to initiate housing programs at the local level. It also would be inefficient and 
redundant, given the broad scope of programs available at the state level. Housing loan 
programs operating solely within a given municipality also would be subject to a much higher 
degree of risk, compared to the geographic and economic diversification inherent in a state­
level program. 

With few exceptions, government-sponsored housing programs are focused on 
affordable housing. These are programs that are aimed at households of low- to moderate­
incomes, not market rent or market-priced housing. Even so, many types of programs could 
serve as models for market-based housing programs. The main problems would be those of 
politics and equity in generating or allocating resources to such programs. 

34 Local government associations contacted include the Association of Local Housing Agencies, the National League of 
Cities, the U.S. Conference of Mayors, the International City Managers Association, and the Government Finance 
Officers Association. Other associations contacted include the National Housing Conference, the National Association 
of Homebuilders, the National Governors Association, the National Housing Institute, the U.S. Department of Housing 
and Urban Development, the Mortgage Bankers Association of America, the Council of State Community Affairs 
Agencies, and the National Council of State Housing Agencies. 
35 "State HFA Program Catalogue, Volume Two, Rental Housing Programs and Volume Five, Housing Finance & 
Technical Assistance Tools", January, 1992; and "Blue Ribbon State Housing Programs", September, 1993; National 
Council of State Housing Agencies. 
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The following is a review of multi-family housing loan programs operating in other states, as 
compiled by NCSHA. Most of these have an Alaskan counterpart in one of AHFC's 
programs. 

tax-exempt bonds-the issuance of tax-exempt bonds by state housing finance 
agencies is the most prevalent means of funding and subsidizing multi-family 
housing construction, acquisition, and rehabilitation; AHFC operates this kind of 
program in Alaska; program variations among the states include: 

blending in agency reserves, state appropriations, or federal or foundation 
grants such as HOME funds to provide a further subsidy; 

granting these funds to municipalities to operate loan programs or requiring 
local contributions to project financings; 

targeting the financing toward households with incomes lower than the 
requirements for tax-exemption, projects with higher than federally 
required set-asides for low-incomes, energy efficient units, three-bedroom 
units, special needs groups (elderly, handicapped, etc.), small projects, or 
land acquisition; 

establishing various loan terms and conditions; and, 

providing construction loans or second mortgages in addition to permanent 
first lien mortgage loans; 

501(c)(3) tax-exempt financing--orga.riizations qualified as non-profits under 
section 501 (c)(3) of the federal tax code can obtain tax-exempt financing without: 

the annual recertification of tenant incomes; 

an allocation under a state's volume cap for tax-exempt private activity 
bonds; and, 

certain other restrictions otherwise applicable to tax-exempt housing 
bonds; 

low income housing tax credits~ach state is required under federal law to 
designate a housing agency to administer the federal tax credit program; the credits 
can be used in conjunction with either tax-exempt or conventional financing of 
rental housing; AHFC is the designated agency in Alaska; Hawaii has estabiished a 
state tax credit equal to 30 percent of the federal tax credit; 

taxable bonds-some states sell taxable bonds to allow projects using low-income 
housing tax credits to claim the larger credit allowable with such financing or to 
prnvide housing for income levels above those permitted by the Internal Revenue 
Code for tax-exempt bonds; 
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mortgage-backed securities (MBS's)-a number of housing finance agencies have 
reduced interest costs, transaction costs, default risks, or the duration of interest 
rate risk in financing multi-family mortgage loans by issuance of GNMA MBS's or 
swapping loans for FNMA or Freddie Mac MBS's; 

rental rehabilitation programs-many states have loan programs targeted 
specifically toward rental rehabilitation; a defunct HUD program was the genesis in 
many cases; currently, funding comes from the federal HOME or Community 
Development Block Grant (CDBG) programs, state appropriations or general 
obligation bonds, housing finance agency resources, tax-exempt bonds, or the 
Local Initiatives Support Corporation (LISC), a non-profit corporation that is a 
new secondary market financing source for affordable housing loans; 

housing trust funds-some states have trust funds dedicated for housing programs; 
contributions to the trusts have come from state appropriations, housing finance 
agency assets, interest earnings on trust accounts held by real estate brokers, 
unclaimed property, and real estate transfer taxes; 

technical assistance-some states provide technical assistance or grants or deferred 
loans to finance predevelopment costs; the assistance often is needed to deal with 
the complex requirements and time-consuming efforts needed for many affordable 
housing programs; it is often targeted towards non-profits which generally don't 
have funds to finance predevelopment costs; 

loan guarantees-some states have established loan guarantees for multi-family 
housing; the guarantees have been provided through funding of a guarantee fund 
rather extending the general credit of a state or housing agency; in some cases, the 
amount and priority of loss coverage is specified; in one situation, a state has 
solicited bids from lenders on the amount of lending they would provided for a 
guarantee fund of a specified amount (the ceiling on the possible claims); at least 
one state, New York, has received claims-paying ratings from national credit rating 
agencies based on the capitalization of the fund and the contingent availability of a 
dedicated stream of state real estate transfer tax revenue; 

linked deposits--deposits with financial institutions are conditioned on the 
institutions providing housing financing on more generous terms and conditions or 
to higher-risk borrowers; 

Community Reinvestment Act-this act has been used by some housing finance 
agencies as well as non-profit organizations to induce financial institutions to 
provide financing on more generous terms and conditions, to higher-risk 
borrowers, or for second mortgages; and, 
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public or non-profit development corporations-such organizations have been 
created to provide equity financing, orchestrate syndication of the sale of low­
income housing tax credits, provide development expertise, and acquire existing 
housing to insulate rental rates from general appreciation in housing markets. 
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IX. Regulatory Barriers to Affordable Housing 

Throughout the 1980's and early 1990's, the costs of housing far outpaced the growth of 
personal incomes and saving. This resulted in declining rates of homeownership and greater 
proportions of renters having to sacrifice more than 30 percent of their income for rent. 

Advisory Commission on Regulatory Barriers to Affordable Housing 

In response, in March 1990, the Secretary of HUD established the Advisory Commission on 
Regulatory Barriers to Affordable Housing. The Commission published its findings and 
recommendations in July, 1991 in a report entitled "'Not In My Back Yard', Removing 
Barriers to Affordable Housing". The recommendations of the Commission have resulted 
among other things in the establishment by HUD of the Regulatory Reform for Affordable 
Housing Information Center. The center is providing information, model codes, and technical 
assistance to state and local governments and other organizations regarding reform of 
regulations that hinder the production of affordable housing. 

Major findings and recommendations flowing from this national initiative on regulatory reform 
for affordable housing are: 

• rising costs of land purchase and development is the one factor most responsible for 
increasing prices and reduced affordability of new homes; Census Bureau data indicate 
that the average lot price as a percent of the average home price has risen from 
approximately 17 percent in 1974 to about 28 percent in 198936; part of this increase is 
due simply to larger average lot sizes; 

• design creep has ballooned home sizes and amenities as well as lot sizes; in Contra 
Costa County, California, the average new home has gone from 1,000 square feet with 
one bath and a one-car garage on a 5,000 square foot lot in the l 950's to a 2,800 
square foot home with 3 baths and a 3-car garage on a 7,000 square foot lot in the 
l 990's; affordability for many households will require smaller housing units with fewer 
amenities on smaller lots; 

36 "Affordable Housing Guidelines for State and Local Government", HUD, November 1991, page 17. 
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• in light of this, flexibility in zoning can make major contributions to housing 
affordability; for example, 

• higher allowed densities directly reduces the cost of land per unit; 

• clustering of housing, as may be allowed under planned unit developments 
(PUD's) or planned residential developments (PRD's), can save as much as 34 
percent of the costs of su:bdivision development37 ; clustering allows developers 
to average the density of units across the entire tract rather than on a per lot 
basis; clustering results in more open spac{? as well as reduced costs for 
clearing and grading of the construction sites; it avoids significant costs for 
extensions of streets, sidewalks, water and sewer, etc. and makes more of the 
land available for housing; clustering can be important where not all of the tract 
is buildable; 

• reduction of fron_t setbacks can reduce the length of driveways and utility 
connections; and, 

• reduction of side setbacks can increase the number of units served by a street, 
curbs and gutters, sidewalks, and the main run of utilities; 

• reducing the cost of land development was the single greatest factor in achieving 
housing affordabiiity under a HUD demonstration project with local governments 
(Joint Venture for Affordable Housing); avoiding excessive subdivision requirements 
can provide a double-barreled benefit: not only are material and labor costs reduced by 
limiting the size of street widths and rights-of-way, incidence of sidewalks, etc., but 
more land is made available for housing; this results in the la..nd and development costs 
of the subdivision being spread over a greater number of housing units; 

• use of easements instead of rights-of-ways can provide the same legal access for 
utilities while making more land available for housing, leaving more land on the 
property tax rolls, and reducing the effective setback from streets and utilities, thus 
lowering costs for driveways and utility laterals; 

37 "Proposed Model Land Development Standards and Accompanying Model State Enabling Legislation", HUD, June 
1993, page 3. 
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• the reliance on the developer for provision of infrastructure such as streets, curbs and 
gutters, water and sewer, etc. through subdivision development standards can have at 
least four drawbacks: 

• the infrastructure is financed at taxable rates, as opposed to tax-exempt rates if 
it were provided by the municipality through special assessment or general 
obligation bonds; 

• the higher equity investment required can limit the number of, or competition 
among, developers able to undertake prqjects; 

• the higher development cost biases construction away from affordable housing 
toward the high end of the market that can better absorb such costs; and, 

• the higher costs increase the risk of the project and make financing more 
difficult to obtain from lenders or available only on more stringent terms; 

• the Commission has recommended establishing by law time limits on building code, 
zoning, and other approvals and reviews; the limits·would establish a legal 
presumption of approval; the regulatory body would have the burden of justifying 
disapprovals within the time limit, else approval would be automatic; 

• the Commission has called for adoption of the CABO (Council of American Building 
Officials) One- and Two-Family Dwelling Code; this code is tailored to residential 
construction and has less demanding requirements than the Uniform Building Code 
(UBC) whose standards must cover commercial construction as well; Juneau at one 
time had adopted the CABO Code but currently relies only on the UBC; 

• the Commission calls for local governments to initiate comprehensive reviews of 
zoning, subdivision ordinances, building codes, and related development-control 
ordinances and administrative procedures to identify excessive barriers to housing 
affordability; 

• many of these regulatory reforms would meet resistance from local individuals and 
groups on the mistaken belief that affordable housing will decrease property values; 
the Commission points to a survey of relevant research that found that 14 out of 15 
studies "reached the conclusion that there are no significant negative effects from 
locating subsidized, special-purpose or manufactured housing near market-rate 
developments"; 

• accordingly, the Commission calls for local governments to undertake educational 
efforts to make the public aware of the economic effects of local regulation and the 
need for reform. 
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Survey of CBJ Land Development Regulations 

The following is a survey of the extent to which CBJ follows recommendations of the 
commission, adheres to regulations that have been recommended in "Affordable Housing 
Development Guidelines for State and Local Government" published by HUD in November, 
1991, or has adopted practices described in "Removing Regulatory Barriers to Affordable 
Housing: How States and Localities are Moving Ahead" published by HUD in December, 
1992. The survey is not a recommendation that these guidelines or practices be adopted. 
Some of the HUD recommendations or practices in other states may not be appropriate for 
Alaskan conditions. 

HOUSING REGULATORY GUIDELINES & PRACTICES 

Adopted by CBJ [BJ 

Permit Processinz: 
1. preapplication conference .............................................................. [R] 

2. availability to developer of published materials including policy 
manuals, permits and fees required, processing times, procedures 
including appeals, checklists used by CBJ ...................................... [&] 

3. single permit ................................................................................... n 
4. single office/consolidated interdepartmental staffing of permitting 

officials ( one-stop permitting) ........................................................ [BJ 

5. concurrent reviews by all permitting authorities ............................. [BJ 

6. one public hearing .......................................................................... D 
7. use of administrative hearing officers instead of commission review 0 
8. allow engineering review by private contract at developer's expense[B] 
9. # of permits needed for multi-family proiect: 

two (if no va.riances needed)-building permit and allowable use 
permit; 5 code reviews required-Uniform Building Code, 
National Electric Code, Uniform Plumbing Code, Uniform 
Mechanical Code, and Uniform Fire Code 

10. # of departmental reviews needed for multi-family project: 

three-Community Development, Engineering; and Fire 
Departments (review officials for all three departments work at one 
location-Community Development Department) 

11. sample processing times for multi-family project (application date 
to permit date) 

(a) St. Vincent DePaul Shelter: 
(b) Fireweed Senior Housing: 
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Land Use 
1. zero-lot-line ................................................................................... [&) 

( a) allowed by pennit .................................................................... [&) 

(b) allowed in all residential zoning districts ................................... [&) 

(c) allowed by right ........ : ................. : ............................................ [&) 

2. average lot size development ......................................................... IRI • 
(a) allowed by pennit ..................................................................... IRI 
(b) allowed in all residential zoning districts ................................... IRI 
(c) allowed by right. ... : .................................................................... D 

3. cluster development/PUD ............................................................... D 
(a) allowed by pennit ............................ : ........................................ D 
(b) allowed in all residential zoning districts .................................... D 
( c) allowed by right ........................................................................ D 

4. planned residential development (PRD) (mixed residence types, no 
minimum lot size) .......................................................................... IRI 
(a) allowed by pennit .................................................................... IRI 
(b) allowed in all residential zoning districts ................................... IRI 
( c) allowed by right ........................................................................ D 

5. small lot zoning districts···:········································: ................... IRI 
6. reduced setbacks ........................................................................... IRI 
7. density bonuses ............................................................................. IRI 

(a) affordable housing ................................................................... IRI 
(b) special needs housing ................................................................ D 
(c) location on transit lines ............................................................ IRI 
(d) open space ............................................................................... IRI 
( e) extra landscaping ..................................................................... IRI 
(f) recreation amenities ................................................................. IRI 

8. promotion of infill development to prevent sprawl ......................... IRI 
9. promotion of mixed use (e.g., along transit lines) ........................... IRI 

10. flexible zoning ................................................................................ D 
(a) fixed criteria by use ................................................................... D 
(b) variable criteria by use .............................................................. D 
( c) parking based on rent structure and proximity to transit, jobs, 

stores, and services ................................................................... D 
11. manufactured homes (modular, panelized, prefabricated, precut, 

log, and shell homes) ..................................................................... IRI 
(a) allowed by pennit .................................................................... IRI 
(b) allowed in all residential zoning districts ................................... IRI 
( c) allowed by right ....................................................................... IRI 

12. mobile homes ................................................................................ IRI 
(a) allowed by pennit .................................................................... IRI 
(b) allowed in all residential zoning districts .................................... D 
( c) allowed by right ........................................................................ D 
( d) inspection limited to foundations and finished unit based on 

reliance on state standards or HUD "National Manufactured 
Home Construction and Safety Standards" ............................... IRI 
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13. single-room-occupancy (SRO) projects ......................................... fRJ 
(a) allowed by pennit .................................................................... fxl 
(b) allowed in all residential zoning districts .................................... D 
(c) allowed by right ......................................................................... [8] 

( d) allowed in commercial zones .................................................... [8] 

( e) classed as hotels, reducing development cost ( e.g., reduced 
parking) ................................................................................... [8] 

(f) exempt from hotel tax ............................................................... D 
(g) no minimum unit floor space .................................................... [8] 

14. new accessory (mother-in-law) units .............................................. [8] 

(a) ·allowed by permit ............ : ....................................................... [8] 

(b) allowed in all residential zoning districts ................................... [RI 

(c) allowed by right ........................................................................ D 

Streets 
1. functional hierarchy classification system ....................................... [RI 

2. performance design standards based on traffic volume and type and 
on-street parking ........................................................................... [RI 

Pavement Width 

Street Type Standard Width {ft.) Standard or Less 

collector, parking both 
sides 

collector, emergency 
parking only 

subcollector 
access 
alley 
one-way loop 

Turnaround Type 

Cul-de-sac 
"T"-tumarounds 

inside radius 
outside radius 
straight lengths (2) 
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36 

26 

26 
22-24 

12 
16-18 

Turnarounds 

Standard Radius (ft.) 

30 

26 
38 

@30 

□ 

□ 

□ 
□ 
LJ 
□ 

Standard or T .ess 

□ 

□ 
□ 
□ 
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3. parking 
( a) promote off-street parking ..................................................... CR) 

(b) common driveways for adjoining lots ....................................... D 
(c) • pavement thickness designed to actual parking load ................. D 
( d) eliminate curbs and gutters in parking areas ............................. D 
(e) use unpaved shoulders for parking ........................................... D 
(f) prohibit travel and boat trailers and motor home parking on 

residential streets ....... · .............................................................. D 
4. base rights-of-way widths on specific traffic and planning analysis .. D 
5. use easements instead rights-of-way .............................................. D 

Curbs and Gutters 
1. use grassy swales instead ............................................................... D 
2. use mountable or rolled curbs ........................................................ CRI 
3. gutter size no greater than 12 inches ............................................... D 
4. extruded construction rather than form work .................................. CRI 

Sidewalks ................................ (CBJ requires sidewalks in Service Area 1 only) 
1. on one side of street for most local streets ...................................... D 
2. eliminate on lightly traveled streets ................................................. D 
3. use pathways ................................................................................. D 
4. limit width generally to 3 feet ......................................................... D 
5. integrate 4 foot sidewalk with curb ................................................. D 

Storm Draina1:e 
1. use plastic pipe .............................................................................. CRI 
2. design for specific performance ...................................................... CRI 
3. consideration of retention in design ................................................. D 
4. use precast manholes and inlets ...................................................... CRI 
5. space manholes 600 to 800 feet apart ............................................. D 
6. use curved pipe .............................................................................. D 

Sewers 
1. curvilinear sewers-either rigid (bent or beveled joints) or flexible .. D 
2. eliminate manholes for curved changes of alignment ....................... D 
3. manholes spaced 600 feet apart with use of flush trucks .................. D 
4. inside connection on drop manholes ............................................... CRI 
5. designed to 40 to 50 gallons/capita/day ........................................... D 
6. dead-ends and cul-de-sacs served with 4 to 6 inch sewers ............... D 
7. single dwelling 3 inch laterals .......................................................... D 
8. common laterals for adjoining properties ........................................ D 
9. use plastic pipe .............................................................................. CRI 
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Water 
1. design line size based on needs ...................................................... [&] 

2. lines 2 inches to 4 inches for short runs ........................................... D 
3. plastic mains· ................................................................................... D 
4. plastic service ...... _ .......................................................................... [&] 

5. corporation stop instead of saddle-type connections ........................ D 
6. multiple dwelling connections to a common service ........................ D 
7. blow-offs instead hydrants ............................................................. [&] 

Utilities 
1. use easements instead of rights-of-way ....... : ................................... D 
2. direct burial of TV, phone, and cable .............................................. D 
3. common trenching for water and sewer or TV, phone, and cable .... D 

Desii:n 
l. eliminate minimum floor space requirements ................................... D 
2. promote design on 2 foot grids to match incremental lumber 

dimensions ..................................................................................... D 

Buildini: Code 
1. alternate materials and systems provision in code (allows 

innovations with adequate evidence) .............................................. IBJ 
2. footing widths based on performance standards (loads vs. soil 

bearing capacity) ........................................................................... IBJ 
3. footing reinforcement usually unnecessary ...................................... D 
4. frost-protected shallow footings .................................................... IBJ 
5. wood foundation walls .................................................................. [&] 

6. slab floors ...................................................................................... IBJ 
7. eliminate wire mesh reinforcement of slab floors ............................. D 
8. sill plates using 2' x 4's ................................................................... D 
9. sill plates fastened with anchor stops instead of anchor bolts ........... D 

10. no sill plates for level foundations ................................................... D 
11. built-up wood beams for floor center support beam instead of "I"-

bea..TiS ............................................................................................ ~ 

12. eliminate double floor joists under non-bearing walls if 5/8" floor 
sheathing used ................................................................................ D 

13. off-center splicing of floor joists ..................................................... D 
14. conform wall dimension and window and door spacing to lumber 

dimensions .................................................................................... IBJ 
15. seven and 1/2 foot walls (vs. 8 foot walls) ..................................... IBJ 
16. stud spacing of 24" for one story or upper story constrnction ....... [gJ 

17. corners using 2 studs ...................................................................... D 
18. eliminate partition posts where interior partition intersects exterior 

wall ............................................................................................... IBJ 
19. no mid-height fire-biocking ............................................................ !Kl 
20. no structural headers in non-bearing partitions and end walls ......... IBJ 
?_·.,. oh1P n<:>il~ri nluu, ........ d hen,L"rs :--•--...l _.,, ~t-·~t-·r-~' 'r·1""a-u·'e·rs rx, 

0 .-.---...,.M..L.n.,u. paJ YYVV JJ QU\:., Ul~Lt;d.U Ul ~ !UC U a.I "-" •••••--••••••• ~ 
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22. single-layer panel siding ................................................................. [8] 

23. single-frame openings in non-bearing partitions .............................. [8] 

24. National Association of Home Builders (NAHB) National Research 
Center "Residential Plumbing Guidelines" ....................................... D 

25. Council of American Building Officials (CABO) cluster drainage 
fixture unit values ........................................................................... D 

26. drain cleanout spacing of 75 feet.. ......... , ......................................... D 
27. CABO smaller-diameter traps and longer trap-arms ........................ D 
28. CABO smaller diameter drainpipe (1 and 1/2" below grade) .......... D 
29. CABO smaller diameter vents ......................................................... D 
30. common and stack venting ............................................................. [8] 

31. individual fixture stops optional ..................................................... [8] 

32. CABO fixture water supply pipe sizes ............................................. D 
33. small families' water heaters of 30 to 40 gallons ............................. [8] 

34. #14 wire and 15 amp devises .......................................................... D 
35. plastic utility and junction boxes .................................................... [8] 

36. dropped hall ceiling plenum for low-temperature heating (i.e., 
electric, heat pump) ........................................................................ D 
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X. Housing Tax-Exemption and Fee Waivers· 

Tax-Exemptions 

The City and Borough of Juneau appears to have no significant latitude to aid multi-family 
construction with exemptions from property taxes. 

State law governs what property must be or may be exempted from property taxes by 
municipalities in Alaska. Federal, state, municipal, educational, charitable, religious, hospital, 
and certain other property have mandatory exemptions·under State law. Some other 
exemptions are permitted at the option of a municipality. 

In general, State of Alaska statutes do not appear to allow any property tax exemptions that 
could be used to assist private development of multi-family housing. AS 29.45.050 (a) does 
allow a $10,000 exemption per residence by ordinance, if ratified by voters. This exemption 
has not been adopted by the City and Borough of Juneau. 

Conceivably, the statutory language could be interpreted to allow a $10,000 exemption per 
unit for multi-family housing. But, the better legal arguements probably militate against such 
an interpretation. It appears that the state assessor and attorney general's offices have not 
encountered the issue of bringing multi-family housing within the scope of the exemption. 

Also, enacted into law in 199438 was an option for municipalities to exempt by ordinance 
privately owned property used exclusively for student housing for the University of Alaska 
under a written agreement with the university. This exemption also has not been adopted by 
the city. 

AS 29.45.050 (b)(2)(a) allows the city to exempt property of non-profits used exclusively for 
community purposes. The DIP AC hatchery at Salmon Creek is the only property with a 
conti~uing exemption under this provision. This provision was at issue when the city granted a 
one-year exemption to Senior Citizens Support Services, Inc. for their multi-family project. 
By the language of the provision, it would not be available for a for-profit developer, no 
matter how community purpose were defined. 

AS 29.045.090 (m) allows an optional exemption for economic development property. Multi­
family housing is unlikely to qualify as economic development property unless it could be 
shown to create employment in the municipality as a trade or business. Even then, the land 
would not be exempt unless it had not been taxed previously. 

As allowed under AS 29.045.090 (f), the value of certain residential rehabilitation and repairs 
are partially exempted for four years under CBJ 69.10.010 (6). 

38 Chapter 65, Session Laws of Alaska 1994. 
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Fee Waivers 

Under CBJ Code, there also is no authority to waive building permit fees or water and sewer 
hook-up fees. Of course, the city could amend the CBJ Code with regard to fee waivers. 

The main problems with doing so are the loss of fee revenue and fairness with regards to other 
types of development. A fee waiver for multi-family projects of five or more units certainly 
would not reduce city revenues relative to recent years, because only 25 units in such projects 
were permitted between 1986 through 1993. On a $1 million project, building permit fees 
would be $4,247.40 and a commercial plan review fee of $2,760.81 would be required, a total 
of $7,008.21 or 0.7 percent. 

If fee waivers made the difference between developing and not developing a multi-family 
project, it could be argued that the generation of additional property tax revenue that 
otherwise would not occur answers both the fiscal and equity questions. Current millage rates 
are 14.08 for downtown, or 1.4 percent. Waived fees would be recaptured in less than a year 
and many times over during the life of a project. It would be impossible to say with any 
certainty that a fee waiver was critical to any particular project. But, waivers could be 
provided only for projects with profitability or feasibility criteria below some arbitrary level. 
Also, waivers could be limited to periods when the vacancy rate is below some specified level 
or allowed pursuant to an administrative determination. 
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Juneau Housing Demand Forecast 

Introduction 

As in most housing markets, the demand for housing in Juneau has been directly affected by 
local economic conditions. During the early 1980s, residential building increased 
dramatically (900 units constructed in 1983 alone) due primarily to increasing state 
government employment in Juneau. Juneau's population grew by 6,000 residents over a five 
year period. During this period of rapid growth, the supply of housing could not keep up with 
the demand. High housing costs reflected this imbalance. 

In 1986 and 1987, however, the speculative bubble in real estate construction collapsed, 
resulting in the loss of over 1,100 jobs. The population declined by nearly 1,500 residents 
and the housing market was flooded with units for sale or rent. Property values declined by as 
much as 40% in some areas. 

Since about 1988, Juneau's economy has been on the upswing. State government has grown 
and now employs as many workers as before the recession. Retail expansion has occurred at 
an unprecedented rate. Juneau population, at about 29,000 residents is the highest ever. For a 
number of reasons Juneau's housing supply has not kept pace with local population growth. 
With a vacancy rate of less than 1 %, the community again faces a situation where the supply 
of housing falls short of demand. 

As part of the Juneau Multi-Family Housing Program Feasibility Study, this analysis 
predicts future housing demand in Juneau and identifies the likely imbalance between 
housing supply and demand. Predicting housing demand through the year 2000 entailed a 
four step process, including the following: 

1. Identify Juneau's existing housing stock 

2. Measure pent-up demand through household survey research and other data 

3. Project changes in housing demand as a result of population change in Juneau and 

4. Compare future housing demand with existing supply. 

This report includes an Executive Summary and four sections. Detailed housing inventory 
and demand data is presented in the appendix. Following is a summary of results. 
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Summary of Findings 

Juneau's Current Housing Supply 
• According to data provided by the City and Borough of Juneau (CBJ), Juneau's current 

housing supply is 10,821 units. This includes 4,144 single family units, 2,281 multi-family 
units, 1,468 units in duplexes, 1,172 mobile homes, 871 condominium units and 741 zero-lot 
line units. The balance is comprised of live-aboard boats in Juneau harbors. 

Pent-up Demand 

• There is pent-up demand among local residents for at least 300 additional housing units. 
Pent-up demand includes local residents currently sharing housing who would have their own 
housing if not for the constrained market in Juneau. 

• More than half (180 units) of the pent-up demand is for multi-fa1nily rental housing. The 
remaining demand is for owner-occupied housing, including single family homes, 
condominiums or zero lot lines. 

• Though not quantified in this study, survey results suggest that there is also pent-up demand 
among non-residents for housing in Juneau. 

• These estimates of pent-up demand suggest that construction of 300 additional units would 
not reduce Juneau's vacancy rate, depending on the cost and location of the additional 
housing. 

• These estimates of pent-up demand are conservative. They represent a fraction of pent-up 
demand indicated in survey results. Adjustments to survey results were made to attempt to 
account for factors such as affordability, location, and size of unit that would limit local 
household members from acting on their perceived housing needs. 

• Also, potential non-residential demand was discounted entirely due to an inability to 
confidently quantify its magnitude. Yet, almost one-quarter of Juneau households have 
relatives or friends that might move to Juneau if they could find satisfactory housing. 

Housing Demand Forecast 
• According to population figures presented in the Final Socioeconomic Impact Assessments 

for the Alaska-Juneau (,AJ) and Kensington Mines, Juneau's baseiine popuiation is expected 
to grow in 1994 and begin declining slowly after 1995. 

• To meet increased housing demand associated with growth during 1994, 170 additional 
housing units will be required, including 40 multi-family units. This is the increase 
necessary to meet new demand. Construction of 170 units would not increase the vacancy 
rate. 

• The gradual population decline after 1995, ranging between 0.34% and 0.36% annually will 
be offset by mining-related growth projected to occur between 1995 and 1999. 

• Between i 995 and 1999, Juneau will need a net increase of 730 housing units to meet the 
needs of the mining-related population, including 395 multi-family units. 

• The greatest influx of mining-related population will occur in 1998 when the Al is predicted 
to be in fuli operation and the Kensington is in its second year of construction. That year, 445 
new housing units will be needed, including 185 multi-fa.Tilly units. 
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• To meet existing pent-up demand and future mining-related demand, by the year 2000, 
Juneau will need an estimated 1,215 new housing units, including 615 multi-family units. 

• A variety of factors will determine the location of future housing development, including 
land availability, economic development and market preferences. The survey of Juneau 
households found that two-thirds of Juneau renters are satisfied with the location of their 
current housing. Due to small sample sizes, it was not possible to identify location 
preferences among those renters that are not satisfied with their current housing. For purposes 
• of this study, the location of existing and future housing demand has been allocated among 
service areas according to information in the Juneau Unified Transportation Plan. 

Vacancy Rates 
• Construction of 1,215 additional housing units over the next six years would meet pent-up 

demand and expected increases in demand, but it would not bring Juneau's housing market to 
a "healthy" condition. Housing industry professionals indicate that a vacancy rate of 5% is 
normal and healthy. Juneau's current vacancy rate is less than 1 % for all housing types, 
according to data from the CBJ Community Development Department. 

• To become a healthy housing market today, Juneau needs 880 additional housing units, 
including the number necessary to satisfy pent-up demand (310 units) and the number of 
units needed to bring the community to 5% vacancy (around 570 units). This total includes 
315 multi-family units. 

• In 1994, an additional 17 5 dwelling units would be needed to fulfill the demand for housing 
due to projected population growth over the year and to maintain a 5% vacancy rate. 

Multi-Family Housing Losses 
• Over the last six years, Juneau has lost an average of 17 multi-family units each year to 

conversion to other uses, fire or demolition, or approximately 0. 75% of the multi-family 
housing stock annually. For purposes of predicting future demand for new multi-family 
housing, it is assumed that this rate of loss will continue. 

Demand Forecast Summary 
• To be considered a healthy housing market, over the next six years Juneau's housing 

inven_tory must expand by a total of approximately 1,800 units. This includes the number of 
units necessary to satisfy pent-up demand (310 units), the number of units needed to house 
the mining-related population (735 units), and the number of additional units needed to bring 
the community to 5% vacancy (around 775 units). This total includes 770 multi-family units. 
Including approximately 140 multi-family units that may be needed to replace conversions, 
fire losses and demolitions over the next seven years, construction of new multi-family units 
would need to total roughly 910 units through the year 2000. 

In-Progress or Planned Housing Development 
• Construction projects either in progress or planned will satisfy some of the pent-up demand 

for housing in Juneau. A total of 158 multi-family units are expected to be developed over 
the next two years, including the 67 unit Senior Citizen Support Services, Inc. project and the 
45 unit Alaska Housing Finance Corporation project. A number of other projects could add a 
total of 46 new multi-family housing units. 

• In-progress or planned construction of other types of housing will provide an additional 146 
units over the next two years, including the addition of 30 mobile home rental spaces. In 
total, 304 housing units are currently under construction or planned. 
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Juneau's Current Supply vs. Projected Baseline (non-Mining Related) 
Housing Demand, 1994-2000 
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Housing Type 

Single Family 

Duplex 

Zero Lot Line 

Condominium 

Multi• Family 

Mobile Home 

Total 

12,700 ... 

12,500 

12,300 ... 

12,100 

Net Demand for New Housing Units 
Including Mining-Related Demand 

1994-2000 

< Additional Demand due to Population Growth 
Pent-up 
Demand 1994 1995 1996 1997 1998 1999 

60 65 0 0 0 140 0 

0 25 0 0 0 0 0 

10 10 0 <5 0 50 25 

60 15 0 <5 0 50 25 

180 40 5 50 65 185 90 

0 15 0 10 5 20 10 

310 170 5 65 70 445 150 

Juneau's Housing Supply and Demand 
Including Mining Housing and Maintenance of 5% Vacancy 

1994-2000 

2000 

0 

0 

0 

0 

0 

0 

0 

Total 

265 

25 

100 

150 

615 

60 

1,215 
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New Housing Units Needed 
To Maintain 5% Vacancy Rate 

. (excluding conversions/fire losses) 
199~2000 

< Additional Demand due to Population Growth > 
Housing 

Housing Type Deficit1 1994 · 1995 1996 1997 1998 1999 2000 Total 

Single Family 270 65 0 0 0 145 0 0 480 

Duplex 75 25 0 0 0 0 0 0 100 

Zero Lot Line 45 10 0 <5 0 55 25 0 140 

Condominium 110 15 0 <5 0 55 25 0 205 

Multi- Family 315 40 5 55 70 190 95 0 770 

Mobile Home 60 20 0 10 5 20 10 0 125 

Total 875 175 5 70 75 465 155 0 1,820 
1 Housing deficit in dudes pent-up demand and the number of units needed to attain a 5% vacancy rate. 

Net Demand for Multi~Family Housing 
1994-2000 

Housing 
Deficit1 1994 1995 1996 1997 1998 1999 2000 Total 

Gross Demand 
(Units)· 315 40 5 c:c: .,., 70 190 95 0 770 

Plus: Replacement 
of Losses 20 20 20 20 20 20 20 140 

Less: Projects 
in Progress (31) (127) (158) 

Total Net Demand 315 29 (102} 75 g.~ 210 115 20 752 

1 Housing deficit indudes pent-up demand and the number of units needed to attain a 5% vacancy rate. 
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I. Juneau's Current Housing Inventory 

In this section, Juneau's housing baseline is defined by housing type and service area. As 
required by the study contract, housing types identified include single family homes, duplex, 
zero lot line, condominium, multi-family, mobile homes and boats. 

Initial baseline information was compiled from the City and Borough of Juneau's Population 
Estimate 1993, produced by the Community Development Department as part of their effort 
to measure Juneau's population. However, the City's study combined single family, zero lot 
lines and condos under the single family category. More detailed housing inventory data was 
provided by the CBJ Community Development office. 

The following table presents Juneau's October 1993 housing inventory by housing type and 
service area. The total number of dwelling units in Juneau in 1993 was 10,821, with over 
4,000 in the single family unit category and approximately 2,300 in the multi-family 
category. 

Current Juneau Housing 
Supply 

Service Area Single Family Duplex Zero Lot Condo Multi-Family Mobile Home Boats TOTALS 

1 675 380 21 
2 197 170 2 
3 44 16 0 
4 568 168 84 

5 2,027 532 460 
6 224 100 84 

7 135 60 90 
8 230 42 0 

Totals 4,144 1,468 741 

Juneau's service areas are listed below: 

Service Area I 
Service Area 2 
Service Area 3 
Service Area 4 

Juneau Housing Demand Forecast 

Juneau 
Douglas 
Rural Roaded 
Auke Bay 

367 
181 

0 
114 
189 

0 
18 
2 

871 

(3 or More Units) 

927 6 
282 

0 7 
139 28 
859 1,063 

28 57 
40 2 
6 8 

2,281 1,172 

Service Area 5 
Service Area 6 
Service Area 7 
Service Area 8 

(Live Aboards) 

98 2,474 
6 839 
0 67 

34 1,135 
6 5,180 
0 493 
0 345 
0 288 

144 10,821 

Glacier Valley 
North Douglas 
Salmon Creek 
Lynn Canal 
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II. Juneau's Pent-up Demand for Housing 

Local Pent-up Demand 

There is pent-up demand in a housing market if residents are constrained from buying or 
renting by unusual market conditions. One indication that such constraints may exist is the 
vacancy rate. If vacancy rates are significantly below 5%, pent-up demand likely exists. Pent­
up demand can also reveal itself in high average household size (more persons per 
household). For example, in housing markets with very low vacancy rates, people are often 
forced to share housing with non-family members, grown children are forced to live with 
parents, and more households include extended family members. 

Recent vacancy rates published by the CBJ indicate an overall vacancy rate of 0.87%. This 
very low rate strongly suggests that there is pent-up demand for housing in Juneau. To 
measure pent-up demand in Juneau, a survey of 367 randomly selected Juneau households 
was conducted. The survey was performed during March 1994. The margin of error for the 
survey is a maximum of 5%, at the 95% confidence level. 

Detailed survey results are presented in the appendix to this report. While analysis of the 
survey data is a somewhat subjective exercise, in general, the survey clearly identified a high 
level of pent-up demand for housing among Juneau residents. 

In total, about 15% of the households surveyed indicated that there was someone in the 
household (roommate, grown son or daughter, or other relative) that would move out if 
additional "affordable" housing were available (suggesting a pent-up demand for 1,600 
units). Of course, some of tI1is demand is simply a function of price, rather than realistic 
availability. Households with pent-up demand were queried about the price, location and type 
of housing being sought. Some of the responses were clearly unrealistic; $500 for a three 
bedroom rental, for example, or $40,000 for a three bedroom home. These households were 
removed from the estimate of pent-up demand. 

After ma.king the adjustment for unrealistic demand, firm pent-up demand for rentals totaled 
5% of all households (approximately 530 units). Firm pent-up demand for housing to 
purchase totaled 3% of all households (approximately 320 units). 

Pent-up demand levels were refined to reflect actual behavior among locals considering 
changing their housing situation. Even if another 850 units were available to rent or purchase, 
much of the reported pent-up demand would not be satisfied because of the location of the 
new available housing, the size of the new units or other factors. For purposes of this 
analysis, it was assumed that with the addition of 850 new units, only about one in three of 
the households with pent-up demand would actually expand into new housing. 

Pent-up Demand For Housing in Juneau 

Pent-up Rental Demand 
Pent-up Purchase Demand 

Total 

Percent of 
Juneau Households 

1.65% 
1.0% 

2.6% 

Source: McDowell Group estimates based on the juneau Household Survey 1994. 

Juneau Housing Demand Forecast 

Pent-up Demand 
Number of Units 

180 
130 

310 
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The pent-up demand was assigned across the city's eight service areas by housing type. 
Housing units were distributed according to the Juneau Unified Transportation Plan model 
updates provided by the Community Development office. A total of 180 units were spread 
across service areas in the multi-family unit category. The 130 units demanded by potential 
buyers was distributed among single family dwelling units, zero lot lines or condominiums. 

The following table presents total current demand for housing in Juneau, by service area and 
housing type, including pent-up demand. 

Current Housing Inventory and Pent-up 
Demand Combined 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
(3 or more units) 

1 685 380 21 372 957 6 98 2,519 
2 202 170 2 186 292 6 859 
3 44 16 21 21 21 7 0 130 
4 578 168 84 114 149 28 34 1,155 
5 2,091 532 465 219 929 1,063 6 5,305 
6 234 100 84 10 53 57 0 538 
7 140 60 30 23 70 2 0 325 
8 230 42 0 7 11 8 0 298 

Totals 4,204 1,468 707 952 2,482 1,172 144 11,129 

There is a very high degree of uncertainty concerning the level of local pent-up demand for 
housing in Juneau. In light of survey results, the pent-up demand estimates presented in this 
analysis should be viewed as conservative estimates. Actual pent-up demand could be 
significantly higher. 

Non-Resident Pent-up Demand 

Though not quantified in this study, survey results suggest that pent-up demand for housing 
in Juneau also exists among non-residents. Nearly a quarter (23%) of Juneau households 
know of someone that would like to move to Juneau if more affordable housing were 
available. 

The non-resident group considering moving to Juneau consists largely of retired family and 
friends (65% ). One-quarter would be looking for work and students account for most of the 
remainder. 

Because this source of pent-up demand is much less certain than local pent-up demand, it has 
not been incorporated into this demand analysis. Clearly there is pent-up demand among 
non-residents but there is insufficient data to draw any quantitative conclusions. In any case, 
further research may be warranted as this non-resident pent-up demand may represent an 
important economic development opportunity for Juneau. 
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III. Current Demand by Unit Size (Number of Bedrooms) 

The following table presents the current mix of Juneau housing inventory in terms of number 
of bedrooms by housing type. This data is based on household survey results. 

Juneau's Housing Inventory 
by Housing Type and Number of Bedrooms 

One Two Three Four+ 
Bedroom* Bedrooms Bedrooms Bedrooms 

Single Family 175 740 2,020 1,190 
Duplex 60 535 800 120 
Zero-Lot Line 35 225 410 75 
Condominium 220 480 175 
Multi-family 1,015 990 250 45 
Mobile Home 45 455 630 

Total 1,550 3,425 4,285 1,430 

•1ndudes efficiency units. 
Source: McDowell Group esnmates based on the Juneau Household Survey 1994. 

With respect to oent-uo and future demand, it is useful to consider demand in tenns of unit 
size. In the Juniau Ho'usehold Survey, renters were asked if their current housing was large 
enough to meet their needs. One-third of all renters indicated their current rental housing did 
not have an adequate number of bedrooms. Most of these respondents desired either two 
(36%) or three-bedroom (30%) units. Four-bedroom units were desired by 18% of the renters 
with inadequate housing. 

The key question, for future development of nrulti-family housing, is what should the mix be 
in terms of number of bedrooms? Ignoring the issue of affordability, survey results suggest 
that compared to the current mix. future multi-family construction ought to be weighted more 
toward two and three-bedroom units rather than one-bedroom units. 

Currently, Juneau's multi-family housing stock includes about 44% one-bedroom, 43% two­
bedroom, and 11 % three-bedroom units. According to survey results, a mix of approximately 
30% one-bedroom, 45% two-bedroom and 25% three-bedroom units would more closelv 
match the current demand. Therefore, future multi-family development should be weighted 
more toward the two and three-bedroom units. 

IV .. Future Housing Demand in Juneau 
In the future, demand for housing will be directly reiated to changes in Juneau's population. 
As a part of this study' s requirements, population forecasts were taken from the studies Final 
Socioeconomic Impact Assessment, Alaska Juneau Gold Mine, February 1993 (FEIS AJ) 
arid the Final Socioeconomic Impact Assessment, Kensington Gold Project, June 1992 (FEIS 
Kensington), prepared by Reed Hansen & Associates. 

Since the writing of the two FEIS documents, projected start-up dates for construction and 
operation have changed due to permitting and other delays. Anticipated sta.rt-up dates 
designated by the Community Development Department for purposes of this study are 1995 
for AJ construction and 1997 for Kensington construction. Both mines are assumed to be in 
operation two years after commencement of construction. 
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The forecast shows baseline (non-mining) population growth of about 1.5 % in 1994, then a 
slow decline thereafter. The following table provides baseline and mining-related population 
trends through the year 2000. 

Year 

1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 

Juneau's Population Forecast 
Including AJ and Kensington Mine-Related Population 

1993-2000 

CBJ Baseline Mining Total 
Population Population Population 

28,791 28,791 
29,236 0 29,236 
29,689 211 29,900 
29,588 696 30,284 
29,483 713 30,196 
29,374 2,059 31,433 
29,266 2,412 31,678 
29,157 2,533 31,690 

1 Reed Hansen & Associates, FIil/ii Socioeconomic Impact Assessment Kensingtcn Gold Pro;ect. City and Borough al Juneau, June 1992 and 
Reed Hansen & Associates, Anal Socioeconomic Impact Assessment, Alaska.Juneau Gold Mine, City and Borough ol Juneau, February 1993. 

The 1994 increase of 1.54% indicates demand for an additional 172 dwelling units. After 
1995, baseline housing demand is expected to begin declining at a rate of about 0.3% 
annually through the year 2000. However, by 1995, construction of the AJ is assumed to 
have begun so overall there is a slight net increase in housing demand. Between 1995 and 
1999, mining-related development generates substantial demand for housing. The following 
table provides detailed data on the mining-related demand. 

Mining Housing Demand by Housing Type 
Alaska Juneau and Kensington Mines1 

1994-2000 

Single Other Owned Multi- Mobile 
Year Family Unit Units2 Family Unit Home Total 

1994 0 0 0 0 0 
1995 0 0 15 0 15 
1996 15 10 60 15 100 
1997 5 <5 75 10 95 
1998 150 110 190 25 475 
1999 80 55 100 10 245 
2000 0 0 0 0 0 

Totals 250 180 440 60 930 

1 Reed Hansen & Associates, Final Socioeconomic Impact Assessment, Kensingtcn Gold Project, City and Borough of Juneau, June 1992 and 
Reed Hansen & Associates. Anal Soaoeccnomic Impact Assessment, Alaska.Juneau Gold Mine, City and Borough ol Juneau, February 1993. 
2 Includes condollimums, duplexes and zero IOI line structures. 
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These additional units were distributed each year across service areas and housing types. 
Allocation was based on the Juneau Unified Transvonation Plan modeL Distribution of 
mining-related housing is provided in the appendix to this report. Including existing pent-up 
demand, total demand for housing peaks in 1999 at 12,033 units, approximately 1,200 more 
than are now in Juneau's housing inventory. 

Year 

1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 

Juneau Housing Demand Forecast 
1993-2000 

Housing 
Supply 

10,821 

Net Increase in 
Demand* 

310 
481 
458 
517 
569 

1,008 
1,214 
1,171 

•1993 fig.ire is pent-up demand. 

Total 
Demand 

11,129 
11,300 
11,277 
11,336 
11,388 
11,827 
12,033 
11,990 

The following table provides the estimated mix of this demand in terms of housing type and 
service area. 

Housing Demand 
1999 

I I d" M" • II 't .nc.u mg .mmg ... m s 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 716 379 31 381 1,025 6 98 2,636 
2 213 170 8 192 316 6 906 
3 44 16 21 21 21 7 0 130 
4 624 168 90 120 188 42 34 1,266 
5 2,179 531 510 265 1,102 1,095 6 5,687 
6 272 100 95 24 109 57 0 656 
7 168 60 38 30 145 14 0 455 
8 'J'JO A"I ,... 7 1 i 8 0 297 ,_,__, "t<C V 

Totals 4,446 1,464 792 i,039 2,918 1,230 144 12,033 
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V. Juneau's Vacancy Rate 
By any standard Juneau's current vacancy rate of less than one percent is an unusual market 
condition. A 1 % vacancy suggests that the supply of housing is in some way constrained and 
that housing costs are higher than an unconstrained market would offer. In order for Juneau 
to achieve a less constricted housing market, the inventory of available housing would need 
to increase. To determine what a "healthy" vacancy rate is, a series of interviews were 
conducted with housing and real estate professionals in Juneau, with the Alaska Housing 
Finance Corporation and the Anchorage office of Housing and Urban Development. The 
general consensus was that a healthy vacancy rate is around 5%. 

If Juneau is to achieve a 5% vacancy the supply of housing must expand by about 500 units, 
ignoring pent-up demand and future population growth. Including pent-up demand, future 
population growth and new units needed to reach a 5% vacancy rate, Juneau requires in 1994 
an estimated total of 11,900 housing units and by the year 2000, 12,600 units. 

Year 

1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 

Housing Demand Forecast 
and Number of New Units to Reach 5% Vacancy 

1993-2000 

Housing Demand Adjusted Supply Necessary 
Supply for Population Growth for 5% Vacancy 

10,821 
11,300 11,858 
11,277 11,826 
11,336 11,896 
11,388 11,950 
11,827 12,411 
12,033 12,628 
11,990 12,582 

VI. Multi-Family Housing Losses 

Since 1988, Juneau has lost an average of about 0.75% of its multi-family housing stock 
annually to fire, demolition or conversion. The rate of loss has been inconsistent, ranging 
from zero losses in 1989 and 1992, to 56 units lost in 1990 (including 31 units from 
demolition of the Channel Apartments). 

For purposes of forecasting demand for new multi-family housing units in Juneau, it is 
assumed that the rate of loss for the 1988 to 1993 period will continue through 2000. At an 
annual loss rate of 0.75%, Juneau would need approximately 20 new units annually over the 
forecast period to compensate for fire loss, demolition and conversion. 
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Annual Average Loss Ratios 
Loss Due to Fire, Demolition or Conversion 

1988 to 1993 

Year of Units Existing Multi- Annual 
Loss Lost Family Units Loss Ratio(%) 

1988 25 2,217 1.12 
1989 0 2,209 0 
1990 56 2,237 2.50 
1991 7 2,225 0.31 
1992 0 2,215 0 
1993 12 2,281 0.53 

Total 100 

Average 17 2,231 0.75 

VII. Seasonal Demands on Juneau's Housing Inventory 
Vacancy rates in Juneau are affected by seasonal population fluctuations. These include the 
beginning of the legisiative session, tourism in the spring and summer and an influx of 
students attending the University of Alaska Southeast in the fall. It is not certain to what 
extent each of these groups impacts Juneau's housing situation. 

Legislative Session 
The session corrunencing in January brings legislators, aides, lobbyists ar,d occasionaiiy their 
families for the 120-day session. Though some session employees are Juneau residents, many 
are not, creating a strain on Juneau's housing market at the beginning of each year. 

Neither Legisiative Affairs or the CBJ keep track of the numbers migrating to Juneau for 
session work. Some general calculations based on the legislative population and employment 
figures for Legislative Affairs Agency provide estimates of session seasonal in-migration. 

The legislature-related influx includes 57 legislators and their staffs (average around 3 per 
legislator). Lobbyists requiring long-teuu housing couid potentiaiiy add another 25 or 30 to 
the total influx to Juneau for the session. 

The Legislative Affairs Agency employs 194 workers. About one-third of the agency's staff 
are year-round locals, and about 130 are from other areas of the state. 
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Legislators 
Aids/Staff Members 
Lobbyists 
Legislative Affairs Staff 

Total 

Legislative Session In-migration 
57 

170 
25 

130 

382 

This seasonal population influx would require about 350 units, assuming that some would 
choose to share housing. Each year, this population finds housing but clearly there is pent-up 
demand within this group for additional, more conveniently-located, or higher quality 
housing. However, without further research, it is impossible to estimate this pent-up demand. 

Tourism-Related Population 
Summer-time tourism industry activity creates significant seasonal housing demand in 
Juneau. The arrival of non-residents seeking summer employment follows closely the end of 
the legislative session, resulting in little housing vacancy change between spring and 
summer . 

. Though there are no hard numbers available concerning the influx of tourism-related 
population, interviews with the major tour operators in Juneau revealed some need for 
housing summer employees. Local tour operators such as Princess, Grayline and Alaska 
Travel Adventures provide assistance in locating housing to their non-resident employees. 
For example, they attempt to utilize the same landlords each year. One operator actually 
purchased a home to house its employees, leasing it during the winter months to other 
renters. For the most part, operators listen for word-of-mouth referrals and use the newspaper 
classifieds to locate housing for their non-resident employees 

There is no data available concerning the number of people who come to Juneau during the 
summer to work in the tourism trade. Employment in the tourist-affected retail, service and 
transportation businesses increases by about 200 jobs between April and June. However, 
many of these jobs are filled by locals. 

Student Population 
Every summer the University of Alaska Southeast begins its annual task of finding suitable 
housing for students. For on-campus housing, students are required to fill out paperwork 
requesting housing and place a deposit of $100 which pays a portion of their annual housing 
fees. When student housing is no longer available, students are wait-listed and later notified if 
a unit becomes available. 

There are two groups of students seeking housing: single students and students with families. 
All of the single students usually are housed. In many cases when the University does not 
contact the student before the beginning of the term, he/she gives up and opts not to attend 
the University or resorts to finding housing independently. The wait list for students with 
families never clears. 

Juneau Housing Demand Forecast Page 11 - 15 



The University has been planning on building additional student housing. But, the 1994 
legislature adjourned without authorizing appropriations or bonding authority for additional 
housing. 

Juneau's housing market is also affected by returning Juneau residents who have been out of 
town attending school. Again, there is no data available that quantifies this demand. 

Summary of Seasonal Demand 
Juneau's vacancy rate is probably at its lowest during the legislative session. Summer 
housing demand may be somewhat less than the legislature-related demand. Juneau's 
vacancy rate is probably at its highest during the fall and early winter. Even during these 
months, however, there is apparently un-met seasonal demand from university students. The 
City's vacancy estimates are based on surveys done in the fall. Thus, year-round vacancy 
rates can be assumed to be even lower than the City's estimates. In general, while there are a 
number of unique seasonal components to Juneau's housing market, the net year-round effect 
is a very low vacancy rate. 
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Appendices 
Projected Housing Demand based on Population Projections 1994-2000 

Current Housing Inventory 
and Pent-Up Demand 

Combined 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
_Includes Cabins 

1 685 380 21 372 957 6 98 2,519 
2 202 170 2 186 292 1 6 859 
3 44 16 21 21 21 7 0 130 
4 578 168 84 114 149 28 34 1,155 
5 2,091 532 465 219 929 1,063 6 5,305 
6 234 100 84 10 53 57 0 538 
7 140 60 30 23 70 2 0 325 
8 230 42 0 7 11 8 0 298 

Totals 4,204 1,468 707 952 2,482 1,172 144 11,129 

Housing Demand 
1994 

Including 1.54% Increase 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 696 386 21 378 972 6 100 2,558 
2 205 173 2 189 296 6 872 
3 45 16 21 21 21 7 0 132 
4 587 171 85 116 151 28 35 1,173 
5 2,123 540 472 222 943 1,079 6 5,387 
6 238 102 85 10 54 58 0 546 
7 142 61 30 23 71 2 0 330 
8 234 43 0 7 11 8 0 303 

Totals 4,269 1,491 718 967 2,520 1,190 146 11,300 
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Housing Demand 
1995 

Including .34% decrease 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 693 385 21 376 968 6 99 2,549 
2 204 172 2 188 295 6 869 
3 45 16 21 21 21 7 0 132 
4 585 170 85 115 151 28 34 1,169 
5 2,116 538 471 222 940 1,076 6 5,368 
6 237 101 85 10 54 58 0 544 

7 142 61 30 23 71 2 0 329 
8 233 43 0 7 11 8 0 302 

Totals 4,254 1,486 715 963 2,512 1,186 146 11,262 

Housing Demand 
1996 

Including .35% decrease 

Service Area Single Family Duplex Zero Lot· Condo Multi Family Mobile Home Boats TOTALS 
i 691 383 21 375 965 6 99 2,540 
2 204 171 2 188 294 6 ai::i:: vvv 

3 44 16 21 21 21 7 0 131 
4 583 169 85 115 150 28 'JA ..... 1,165 
5 2,109 536 469 221 937 1,072 6 5,350 
6 236 101 85 10 53 57 0 543 
7 141 61 30 23 71 2 0 328 
8 232 42 0 7 11 8 0 301 

Totals 4,239 1,480 713 960 2,503 1,182 145 11,223 

Housing Demand 
1997 

including .36% decreaSe 

Service Area Singie Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 688 382 21 374 962 6 98 2,531 
2 203 171 2 187 293 6 863 
3 44 16 21 ')1 ,,. 7 0 i3i ... , ,:; I 

4 581 169 84 115 150 28 34 1,161 
5 2,101 535 467 220 933 1,068 6 5,330 
6 235 100 84 10 53 57 0 541 
7 141 60 30 23 70 2 0 ')1')7 ..,,, 

8 231 42 0 7 11 8 0 299 
Totals 4,224 1,475 710 957 2,494 1,178 145 11,182 
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Housing Demand 
1998 

Including .36% decrease 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 686 380 21 372 958 6 98 2,522 
2 202 170 2 186 292 1 6 860 
3 44 16 21 21 21 7 0 130 
4 579 168 84 114 149 28 34 1,156 
5 2,093 533 466 219 930 1,064 6 5,311 
6 234 100 84 10 53 57 0 539 
7 140 60 30 23 70 2 0 325 
8 230 42 0 7 11 8 0 298 

Totals 4,209 1,470 708 953 2,485 1,173 144 11,142 

Housing Demand 
1999 

Including .36% decrease 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 683 379 21 371 955 6 98 2,513 
2 202 170 2 186 291 6 857 
3 44 16 21 21 21 7 0 130 
4 577 168 84 114 149 28 34 1,152 
5 2,086 531 464 218 927 1,060 6 5,292 
6 233 100 84 10 53 57 0 537 
7 140 60 30 23 70 2 0 324 
8 229 42 0 7 11 8 0 297 

Totals 4,194 1,464 705 950 2,476 1,169 144 11,102 

Housing Demand 
2000 

Including .36% decrease 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 681 378 21 370 951 6 97 2,504 
2 201 169 2 185 290 6 854 
3 44 16 21 21 21 7 0 129 
4 575 167 83 113 148 28 34 1,148 
5 2,078 529 462 218 923 1,057 6 5,273 
6 233 99 83 10 53 57 0 535 
7 139 60 30 23 70 2 0 323 
8 229 42 0 7 11 8 0 296 

Totals 4,179 1,459 703 946 2,467 1,165 143 11,062 
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Projected Housing Demand Including Additional Mining Housing 1994-2000 

Housing Demand 
1994 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats • TOTALS 

1 696 386 21 378 972 6 100 2,558 
2 205 173 2 189 296 1 6 872 
3 45 16 21 21 21 7 0 132 
4 587 171 85 116 151 28 35 1,173 
5 2,123 540 472 222 943 1,079 6 5,387 
6 238 102 85 10 54 58 0 546 
7 142 61 30 23 71 2 0 330 
8 234 43 0 7 11 8 0 303 

Totals 4,269 1,491 718 967 2,520 1,190 146 11,300 

Housing Demand 
1995 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 693 385 21 376 970 6 99 2,551 
2 204 172 2 188 296 6 Q7/l 

VIV 

3 45 16 21 21 21 7 0 132 
4 585 170 85 115 154 28 34 1,172 
5 2,116 538 471 222 945 1,076 6 5,373 
6 237 101 85 10 56 58 0 546 
7 142 61 30 23 73 " 0 33; ,:. 

8 233 43 0 7 11 8 0 302 
Totals 4;254 1,486 715 963 2,527 1,186 146 n,2n1 

Housing Demand 
1996 

lnl"'iurlin,. lii..._;..,,. i i ... i♦ ... 
111v1•1on,n11~ ,.-1111111!:f \1111~ 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTA.LS 
1 693 383 22 375 977 6 99 2,555 
2 205 171 2 189 298 1 6 872 
3 44 i6 21 21 21 7 0 131 
4 l;.Q&: 1an 86 115 158 3i 34 1,180 ..,,.,.., IU'1 

5 2,114 536 471 224 966 i,080 6 5,397 
6 238 101 85 11 63 57 0 556 
7 143 61 31 23 83 5 0 346 
8 232 42 0 7 11 0 " 301 , , u V 

Totals 4,254 1,480 718 965 2,578 1,196 145 11,336 
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Housing Demand 
1997 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Horne Boats TOTALS 

1 691 382 22 374 986 6 98 2,559 
2 204 171 2 188 301 6 873 
3 44 16 21 21 21 7 0 131 
4 585 169 85 115 164 33 34 1,184 
5 2,108 535 470 224 992 1,082 6 5,417 
6 238 100 84 12 72 57 0 565 
7 143 60 31 23 95 7 0 359 
8 231 42 0 7 11 8 0 299 

Totals 4,244 1,475 716 964 2,643 1,202 145 11,388 

Housing Demand 
1998 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Horne Boats TOTALS 

1 709 380 28 379 1,013 6 98 2,614 
2 210 170 6 190 311 6 895 
3 44 16 21 21 21 7 0 130 
4 612 168 88 118 180 39 34 1,239 
5 2,157 533 498 251 1,066 1,092 6 5,603 
6 261 100 91 20 96 57 0 625 
7 159 60 36 28 128 11 0 422 
8 230 42 0 7 11 8 0 298 

Totals 4,383 1,470 768 1,015 2,826 1,221 144 11,827 

Housing Demand 
1999 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 716 379 31 381 1,025 6 98 2,636 
2 213 170 8 192 316 6 906 
3 44 16 21 21 21 7 0 130 
4 624 168 90 120 188 42 34 1,266 
5 2,179 531 510 265 1,102 1,095 6 5,687 
6 272 100 95 24 109 57 0 656 
7 168 60 38 30 145 14 0 455 
8 229 42 0 7 11 8 0 297 

Totals 4,446 1,464 792 1,039 2,918 1,230 144 12,033 
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Housing Demand 
2000 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 714 378 31 380 1,022 6 97 2,627 
2 213 169 8 191 315 6 902 
3 44 16 21 21 21 7 0 129 
4 622 167 89 119 188 42 34 1,261 
5 2,171 529 508 264 1,098 1,091 6 5,667 
6 271 99 94 24 108 57 0 654 
7 167 60 38 30 145 14 0 453 
8 229 42 0 7 11 8 0 296 

Totals 4,430 1,459 789 1,036 2,907 1,225 143 11,990 

Projected Housing Demand Including Supply Necessary to Maintain 5% Vacancy Rate, 
1994-2000 

Housing Demand 
1994 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 723 406 21 383 992 6 100 2,631 
2 215 178 5 192 304 1 6 901 
3 45 16 21 21 21 7 0 132 
4 619 171 92 116 158 43 35 1,234 
5 2,202 578 484 249 993 1,114 6 5,626 
6 271 107 90 17 70 58 0 614 
7 166 66 40 26 93 13 0 405 
8 241 43 0 10 15 8 0 317 

Totals 4,482 1,566 754 i,0i5 2,646 1,250 146 11,858 

Housing Demand 
1995 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 720 405 21 381 991 6 99 2,624 
2 214 177 5 191 304 6 898 
3 45 16 21 21 21 7 0 132 
4 617 171 n ◄ 115 161 42 34 1,232 ,, ' "' 
5 2,195 576 482 248 995 1,109 6 5,612 
6 270 106 90 17 72 58 0 614 
7 166 66 40 26 95 13 0 406 
8 233 43 0 10 15 g n ""n V V .;,vo 

Totals 4,460 1,560 751 1,011 2,653 1,245 146 11,826 
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Housing Demand 
1996 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 720 404 22 380 998 6 99 2,628 
2 214 1n 5 192 306 6 901 
3 44 16 21 21 21 7 0 131 
4 618 170 92 115 166 46 34 1,241 
5 2,193 574 482 251 1,017 1,114 6 5,637 
6 272 106 90 18 80 57 0 623 
7 167 66 41 26 105 16 0 421 
8 239 42 0 10 15 8 0 315 

Totals 4,467 1,554 754 1,013 2,707 1,256 145 11,896 

Housing Demand 
1997 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 718 402 22 379 1,007 6 98 2,632 
2 214 176 5 191 309 6 902 
3 44 16 21 21 21 7 0 131 
4 617 169 92 115 171 47 34 1,245 
5 2,187 572 482 251 1,045 1,116 6 5,658 
6 272 106 90 19 89 57 0 632 
7 167 65 41 26 118 18 0 436 
8 238 42 0 10 15 8 0 313 

Totals 4,456 1,549 752 1,012 2,TT4 1,262 145 11,950 

Housing Demand 
1998 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 737 401 28 385 1,036 6 98 2,690 
2 220 175 9 193 319 6 925 
3 44 16 21 21 21 7 0 130 
4 645 169 95 118 188 54 34 1,302 
5 2,239 570 510 280 1,122 1,127 6 5,853 
6 296 105 97 28 114 57 0 696 
7 184 65 46 31 152 23 0 501 
8 238 42 0 10 15 8 0 313 

Totals 4,602 1,544 806 1,066 2,967 1,282 144 12,411 
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Housing Demand 
1999 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 744 399 31 386 1,049 6 98 2,713 
2 223 175 12 195 324 6 936 
3 44 16 21 21 21 7 0 130 
4 658 168 97 120 197 57 34 1,330 
5 2,261 568 522 294 1,160 1,131 6 5,942 
6 307 105 101 32 127 57 0 728 
7 193 65 49 33 171 26 0 536 
8 237 42 0 10 15 8 0 312 

Totals 4,668 1,537 832 1,091 3,064 1,292 144 12,628 

Housing Demand 
2000 

Attaining 5% Vacancy 
Svc Area Singie Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 742 398 31 385 1,045 6 97 2,704 
2 223 174 11 194 323 1 6 933 
3 44 16 21 21 21 7 0 129 
4 656 167 96 119 196 56 34 1,325 
5 2,253 566 520 293 1,156 1,126 6 5,920 
6 306 105 100 32 126 57 0 726 
7 192 65 48 33 170 26 0 534 
8 236 42 0 10 15 8 0 311 

Totals 4,652 1,532 828 1,088 3,052 1,286 143 12,582 
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.Juneau Household Survey Topline Results 

1. How many persons, including yourself, live in your household on a permanent year round 
basis? 

Mean 2.9People 

14% One 19% Four -% Don't Know/Not Sure 

36 Two 8 Five Refused 

17 Three 5 Six or more 

2. Which age category are you in? 

Mean 43.5 Years of age 

7% Under 25 IO% 55-64 Years 
22 25-34 Years IO 65 years and over 

29 35-44 Years Don't Know/Not Sure 
21 45-54 Years Refusal 

3. Are there persons who live with you who travel for extended periods, attend school, or 
work outside of Juneau? (How many?) 

Mean 0.2 People 

9% 

2 

One 

Two 

Three 

-% 

86 

Four 

None 

1% 

Don't Know/Not Sure 

Refused 

4. What type of home do you live in here in Juneau? 

50% Single Family House 8% Mobile Home/frailer in Park 

5 Condominium Mobile Home/frailer on Private Lot 
I Townhouse I Boat or House boat 
5 Zero Lot Line 2 Other 

8 Duplex Not Sure/Don't Know 
19 Apartment/multi family Refused 

5. Which area of the borough do you live in? 
37% Mendenhall Valley 3% Salmon Creek 

7 Back Loop/ Auke Bay 4 No. Douglas 

3 14 Mile or beyond 9 Douglas 
2 Airport Area 5 West Juneau 

IO Lemon Creek 16 Juneau 

3 Switzer Thane 
Not Sure/No Answer 
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6. How many years have you lived in your current home? 

Mean 6.9 Years 

24% 

18 

17 

1-2 years 

3-5 years 

6-10 years 

10% 

5 

7 

11-15 years 

16-20 years 

Over 20 years 

19% Less than one year 

Don't Know/Not Sure 

7. Could you please tell me the number of bedrooms your home has? 

Mean 2.6 Rooms 

14% 

27 

40 

One 

Two 

Three 

13% 

2 

Four 

Five 

Six or More 

-% Don't Know/Not Sure 

2 Refused 

8. Are you satisfied with the quality and condition of you current housing? 
73% 

26 

Yes 

No 

1 % Refused 

9. Why are you not satisfied with your current housing? 
36% 

22 

3 

38 

3 

3 

Small 

Expensive 

No Pets 

House in disrepair/rundown 

Don't Like Trailers 

Loud and Noisy Here 

1% 

I 

5 
2 

18 

8 

10. Do you own or rent your home in Juneau? 

62% Own 2 % Refused 
36 Rent 

Renters Only (Questions 11 through 16) 

Location inconvenient for busses 

Too many people in household 

No Garage/No Parking 
Have No Ho11<:P 

Other 

Refused 

11. Is your current housing adequate in terms of number of bedrooms? 
75% Yes 

25 No 

12. How many bedrooms do you need? 

Mean 2.9 Rooms 

3% 

36 

30 

One 

Two 

Three 

18% 

9 

3 

Four 

Five 

Refused 

13. Would you prefer to rent somewhere else in town? 
30% 

68 

Yes 

No 
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14. (If answered yes to question 13) Where in Juneau would you prefer to live? 
38% Mendenhall Valley -% Salmon Creek 

3 Back Loop/Auke Bay 5 No. Douglas 

8 14 Mile or beyond 10 Douglas 

3 Airport Area 3 West Juneau 

3 Lemon Creek 21 Juneau 

Switzer 3 Thane 

5 Not Sure/No Answer 

15. What style of rental housing do you prefer? 

12% Duplex 2% Hall Entry 55% Single Family Housing 

8 Townhouse 8 Apartment in House 14 Don't Know/Not Sure 

2 Separate Outside Entry 3 Four-plex/more units 2 Refused 

16. Are you or others in your household in the process of buying or building a home in 
Juneau? 

5% 

4 

89 

Buying 

Building 

No 

-% Don't Know/Not Sure 

Refused 

17. Is there anyone in your household who would move out if more affordable housing were 
available? Who in the household would move? 

68% 

26 

2 

Nobody would move 

Self 

Roommate 

3% 

10 

Grown child I% 

Other household member 

Don't Know/Not Sure 

Refused 

18. Can you describe what type of housing, cost and location they are looking for? 

28% 

56 

Buy 

Rent 

10% 

IO 

Don't Know/Not Sure 

Refused 

Specific responses to this questions follow of topline survey results. 

19. Do you have non-resident friends or family who would move to Juneau if more affordable 
housing were available? 

23% 

73 

Yes 

No 

3% Don't Know/Not Sure 

Refused 

20. Can you describe what type of housing, cost and location they are looking for? 

34% 

41 

Buy 

Rent 

31% Don't Know/Not Sure 

Refused 

Specific responses to this questions follow of topline survey results. 
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21. How would you describe the friends/family awaiting affordable housing?, a student?, 
retired person living outside Juneau? 

65 % Retired Relative/Friend 6 % Cannot Find Affordable Housing 

5 Student 4 Don't Know/Not Sure 

25 Looking for work in Juneau 6 Refused 

22. Could you please stop me when I come to the category best describing your total monthly 
household rental or mortgage payment ..... 

Mean $755 

6% Under $300 8% $700-$800 3% $1,401 - $1,600 

6 $300- $400 8 $801 - $900 4 Over $1,600 

5 $401 - $500 11 $901 - $1,00 8 None 

9 $501 - $600 9 $1,001 - $1,200 Don't Know/Not Sure 

9 $601 - $700 10 $1,201 - $1,400 4 Refused 

23. What is your average total monthly expense for heat (electric or oil), electricity, water 
and sewer? 

24. 

25. 

Mean $229 

14% Under $100 

12 

"' 1:, 

4 

14 

9 

$101 - $150 
C, 1 ~ 1 d'>l"ln.A 
.l)lJl - ,l>,UJV 

$201 - $250 

$251 - $300 

$301 - $350 

5% $351 - $400 

$401 - $450 

3 $45i - $500 

$501 - $550 

$551 - $600 

$601 - $650 

1 % $651 - $700 

$751 - $800 

Over $901 

7 

9 

Don't Know/Not Sure 

Refused 

For my last question, could you please stop me when I come to the category which best 
describes your total combined annual household income (for al! household members) for 
1993 before taxes. 

Mean $52.4 

5% Under $10,000 6% $35,000 - $40,000 6% $60,000 - $70,000 

"' $10.000-$i5,000 2 (:A{) Ofl/1 It AC NV\ {) $70,000 - $80,000 J "1..,.V,V'.JV - ..p-,...J,V'\..I\J :, 

3 $15,000- $20,000 9 $45,000 - $50,000 16 $80,000 or over 

4 $20,000 - $25,000 5 $50,000 - $55,000 4 Don't Know/Not Sure 

6 $25,000- $30,000 5 $55,000-$60,000 10 Refused 

6 $30,000 - $35,000 

Gender:: 

44% Male 56% Female 
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Responses to Survey Questions 18 and 20 

18. Can you describe what type of housing, cost and location they are looking for? 

Buy Rent # of Bedrooms Location 

Buy/Rent 
125,000 1,000 2 Lena Loop 
130,000 900 3 Valley 

want to buy no $$ 800-1,200 2-3 Don't know 
<100,000 600-700 2 anywhere 

Buy 
100,000 0 3 Juneau 

want to build 0 2 Downtown 
80-90,000 0 3 downtown 

125-150,000 0 5 14 Mile or beyond 
100,000 0 3 14 Mile or beyond 

110-130,000 0 3 14 Mile or beyond 
15,000 0 2 14 Mile or beyond 

90-100,000 0 3 Salmon Creek 
90-100,000 0 2 Auke Bay 
70-80,000 0 3 Auke Bay 

80,000 0 3 Valley 
40,000 0 3-4 Valley 

100-150 ,-000 0 4 Valley 
150-200,000 0 4 Valley 

150,000 0 3 Valley 
100,000 0 3 Valley 

<100,000 0 2 Valley 
100,000 0 3 Valley 

? 0 2-3 Valley/14 Mile or beyond 
180,000 0 3 14 mile or beyond/Valley 

100-150,000 0 ? Don't know 
120,000 0 ? Don't know 

130-160,000 0 3 anywhere 
>150,000 0 2-3 anywhere 

150,175,000 0 ? ? 

Rent 
0 600 2 Juneau 
0 350-400 1 Downtown 
0 600 2 Downtown 
0 800 2 Downtown 
0 400 I Downtown 
0 600 4 Juneau 
0 600 I Downtown 
0 Low I Downtown 
0 600 2 Douglas 
0 700-825 ? Douglas 
0 <600 I Douglas 
0 <1,000 2 Douglas 
0 550 2 Douglas 
0 200-300 2 Douglas 
0 500 1 Douglas 
0 750-900 3 Auke Bay 
0 <600 1 studio Auke Bay 
0 I.IOO 3 Auke Bay 
0 200-300 2 Valley or Downtown 
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Buy Rent # of Bedrooms Location 

Q. 18 Continued 

Rent 
0 550-600 2 DowntownN alley 
0 500 2 Douglas/Downtown 
0 600 3 DouglasN alley 
0 700-800 3 Valley/Douglas 
0 1,200 4 Valley 
0 <925 3 Valley 
0 500-800 2 Valley 
0 500-700 1 Valley 
0 800 2 Valley 
0 600 2 Valley 
0 Low 1-2 Valley 
0 <700 1 Valley 
0 Low 1 Valley 
0 <400 1 Valley 
0 <800 2-3 Valley 
0 Low 2 Valley 
0 150 1 Valley 
0 600-700 2 Valley 
? l'::,,_fV\ ""7/V\ uvv-,vv 2-3 Valley 
0 1,100-1,200 3 Valley 
0 800 2 Valley 
0 300-500 2 Valley 
0 200-300 2 North Douglas 
0 1,500 

,, ') 14 Miie or beyond L-:J 

0 600-900 I 14 Mile or beyond 
0 <l,000 2-3 Lemon Creek 
0 500 2 Lemon Creek 
0 500 l Lemon Creek 
0 <400 I Lemon CreekN alley 
0 500 1,, Switzer,Lemon Crieek ,-,,_ 
0 600 1-2 Downtown/W. Juneau/Douglas 
Q low 3 anywhere 
0 500 3 anywhere 
0 600-800 2 anywhere 
0 Low anywhere 
0 500-600 2 anywhere 
0 ? I anywhere 
0 500-600 I anywhere 
0 575-625 2 anywhere 
0 <900 2 anywhere 
0 <600 3 anywhere 
0 750 ? Don't Know 
0 700 ? Don't know 
0 <l,000 2 Don't Know 
0 500 I Doesn't matter 
[\ 500 0 0 V 
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20. Can you describe what type of housing, cost and location they are 
looking for? 

Buy Rent # of Bedrooms Location 

Buy/Rent 
<150,000 600-800 1-2 Downtown 

100,000 500-700. 2 Valley 
110-130,000 1,200 3-4 14 Mile or beyond 

750 750 2 Douglas 
100,000 or less 900 3 anywhere 

Buy 
80-90,000 0 3-4 Downtown 

300,000 0 3 Auke Bay 
100,000 0 3 Valley 
100,000 0 4 Valley 
80,000 0 3 Valley 

Not sure 0 4 Valley 
100-130,000 0 3 Valley 

120,000 0 2-3 Valley 
130-160,000 0 3 Salmon Creek 
130-150,000 0 3-4 Salmon CreekN alley 
100-150,000 0 3 14 Mile or beyond/Salmon creek 

180,000. 0 3 14 Mile or beyond/Valley 
150,000 0 3 Back Loop/AukeBay 

40-50,000 0 3-4 anywhere 
80-100,000 0 3 anywhere 

100-125,000 0 0 0 

Rent 
0 Low 1 Downtown 
0 350-400 1 downtown 
0 300-500 l Juneau 
0 600-900 3 Downtown 
0 750-900 3 AukeBay 
0 1,100 3 Auke Bay 
? 0 2 Auke Bay 
0 600-700 2 Valley 
0 <800 2 Valley 
0 900-1,000 3 Valley 
0 600 2 Valley 
0 600-800 1-2 Valley 
0 500-800 3-4 Valley 
0 200-300 2 Valley or Downtown 
0 500 1 Downtown/Douglas 
0 500-600 1-2 Salmon creek 
0 500-600 1 Lemon Creek 
? ? 5 Lemon Creek 
0 800-1,000 2 anywhere 
0 400-600 3 anywhere 
0 600 2-3 anywhere 
0 <900 2-3 anywhere 
0 575-625 2 anywhere 
0 500 1 anywhere 
0 ? 3-4 anywhere 
0 600 2-3 anywhere 
0 600-700 2-3 anywhere 
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Buy Rent # of Bedrooms Location 

Q. 20 Continued 

Rent 
0 400-500 I anywhere 
0 Low 1 Waterfront 
? 0 3 Don't Know 
0 1,000 or under 3 Don't know 
0 700 4 Convenient? 
? ? 3 ?? 
0 ? 3 ? 
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JUNEAU COMMUNITY PROFILE 

This profile of Juneau, Alaska provides general information about the community and a brief 
overview of local demographic and economic conditions. Several other reports, available 
through the City and Borough of Juneau, provide much more detailed data on the local 
economy and population. These include the Juneau Trends series of publications and the 
Comprehensive Community Assessment. Interested readers are urged to review these 
documents to learn more about Juneau. 

Location 
In the area known as the Alaskan Panhandle, Juneau is located in the Alexander Archipelago, 
a network of Pacific islands and waterways extending some 350 miles along the western edge 
of North America. Juneau is accessible by air or sea. Its latitudinal geographic position is 
approximately the same as Aberdeen, Scotland, Stockholm, Sweden and Leningrad, Russia. 

Juneau is bordered on the north and east by the Coast Range mountains and the Juneau Ice 
Field, a 300-square mile expanse of snow and ice. To the south and west is the complex chain 
of densely forested and rugged islands of the Alexander Archipelago. Juneau lies within the 
boundaries of the largest national forest, the 18 million acre Tongass National Forest. 

Climate 
The coldest month in Juneau is most often January, the warmest usually is July. Temperature 
extremes are a result of the air flow from Canada. During the summer maximum (June 21) 
there is 18: 18 hours of daylight; during the winter maximum (December 21) there is 6:21 
hours of daylight. The average tidal range is 13.8'. 

Juneau: 

Auke Bay: 

Juneau Area Climate Data 

Temperature: Summer 47° to 63°, Winter 25° to 35° 
Extremes: -10° to 87° 
Precipitation: 91" includes 94" snow 

Temperature: Summer 46° to 65°, Winter 15° to 37° 
Extremes: -15° to 84° 
Precipitation: 58" includes 104" snow 

Source: Juneau Economic Development Council, Comprehensive Community Inventory. VII.A. 10/91. 
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Community Services 
The City and Borough of Juneau offers a full range of public services, many of which are 
augmented by the services of the State and Federal Government. These include police, fire, 
health and human services, library, transit, parks and recreation, public works, and economic 
development and planning. Other services are offered through the private sector, such as 
refuse collection, electrical system, and telephone system. 

Additionally, Juneau has branches of most Alaska banks and credit unions, one daily 
newspaper, radio and television stations and a cable television company. There are a number 
of health care options and services, numerous recreational facilities and opportunities, such as 
Eaglecrest Ski Area and Augustus Brown swimming pool, and a wide variety of cultural 
events ranging from the Alaska Folk Festival to Perseverance Theater. 

Historical Summary of Juneau's Development 

The first human inhabitants of the Juneau area were people of the Tlingit Auk and Taku 
tribes. The Tlingit people migrated down the Taku, Stikine and other river valleys from 
interior Canada. The earliest white settlers were European and Russian fur traders arriving in 
the late 1 700s. 

Prospectors Joseph Juneau and Richard Harris explored the area in 1880, finding gold. 
Almost overnight the town of Harrisburg -later renamed Juneau - was born. Over the next 
two decades Juneau became the hub of mining activity from Berners Bay to Windham Bay, a 
120-mile-long mineralized area known as the Juneau Gold Belt. Two local mines, the 
Treadwell (located on Douglas Island) and the Alaska-Juneau Mine, recovered $130 million 
in gold, making them two of the largest gold mines in the world. 

The Aiaska-Juneau Mine closed in 1944 because of labor shortages and increasing costs. 
Eventually, the seafood industry and growing state government took up the slack. As the 
capital city of Alaska, Juneau benefited from increasing levels of government spending and 
employment particularly during the Depression years and later during World War II. 

Statehood in 1959 and discovery of oil in Prudhoe Bay ten years later dramatically changed 
Juneau. State government increased Juneau's population and became its largest basic industry. 

Alaska's economy experienced a serious recession in the mid-I 980s, triggered by falling oil 
prices and declining state revenues. The economy peaked in 1985, and bottomed out in 1987. 
State government employment, population, and real estate values all fell dramatically during 
this period. However, state government employment has since recoveied to all-time high 
levels. 

Today state government is still Juneau's primary employer. However, private industry has 
increased in importance relative to government and recent growth in the mining and visitor 
industries bode well the for local economy. 
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Population 

Increasing government employment pushed Juneau's population from around 9,700 in 1960, 
13,500 in 1970, 19,500 in 1980 and to 26,751 in 1990. The City and Borough of Juneau 
(CBJ) estimates the population at 28,791 in 1993. Table 1 is a population projection, starting 
with the 1993 population estimate, from the Firial Socioeconomic Impact Assessment for the 
Alaska-Juneau Gold Mine (February 1993). 

Year 
1993 
1994 

1995 

1996 
1997 

1998 

1999 

2000 

Juneau's Population Forecast 
Including AJ and Kensington Mine-Related Population 

1994-2000 

CBJ Baseline Mining 
Population Population 

28,791 
29,236 0 
29,689 211 

29,588 696 

29,483 713 
29,374 • 2,059 

29,266 2,412 

29,157 2,533 

Total 
Population 

28,791 
29,236 

29,900 
30,284 

30,196 
31,433 

31,678 

31,690 

1 Reed Hansen & Associates, Final Socioeconomic Impact Assessment, Kensington Gold Projed, City and Borough of Juneau, June 1992 
and 
Reed Hansen & Associates, Final Soaoeccnomic Impact Assessment, Alaska✓uneau Gold Mine, City and Borough of Juneau, February 
1993. 

Juneau has a highly educated population, with almost 90% of the residents being high school 
graduates or higher. A significant portion of the population (31 % ) have bachelor's degree or 
higher. 

More than 50% of the population are between the ages of 20 and 50 years, with the median 
age being between 30 and 34 years. Just over one-third of the population of Juneau was born 
in Alaska. 

In 1989, the Bureau of Census reported that the median household income for Juneau was 
$47,924. The median family income was $54,088 and the per capita income was $19,920. 
Approximately 4% of families were reported as living below the poverty level. 
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Education 

The Juneau-Douglas School District has five elementary schools, two middle/junior high 
schools and one high_school. A new middle/junior high school is currently being built and is 
scheduled to open with the start of the 1994-95 school year. Juneau has a number of private 
school programs available as well as the primary campus for the University of Alaska 
Southeast. 

Enrollment in the Juneau-Douglas School District during the 1988-1989 school year was 
4,603 (First Attendance Report). By 1993-94, the First Attendance Report showed an 
enrollment of 5,392 pupils in the Juneau-Douglas School District, and annual rate of increase 
of about 3.5%. Currently, 50% of the total student enrollment are elementary level; 24% are 
in junior high/middle school. Private school enrollment (K through 12) for 1993-94 was 235. 

The University of Alaska Southeast, located north of the city of Juneau next to Auke Lake, 
had a Fall 1989 enrollment of 2,768 for total credit hours of 13,315. The majority of these 
students were part-time students. There was a total enrollment of 2,444 with total credit hours 
of 13,632 in Fall 1993. 

Basic Industry 

Government 

As Alaska's capital, government is Juneau's largest basic industry. Administrative staff of 
most state agencies, plus the Office of the Governor and those of the Legislative Branch have 
their bases in Juneau. Juneau also serves as a regional center for Southeast 11.laska arid is 
home to the University of Alaska Southeast. 

The federai government has its Alaska headquarters for the U.S. Forest Service, the U.S. 
Coast Guard, the Bureau of Indian Affairs and the National Marine Fisheries Service in 
Juneau. Federal government employs approximately 1,100 workers in Juneau. 

Though not classified as a basic industry, the unified City and Borough of Juneau (CBJ) has a 
significant economic impact with over 1,300 employees. The CBJ has an eight member 
electect·assembly, an elected mayor and saiaried professional manager with support staff. 
Local government includes the hospital, public schools, fire protection, law enforcement, 
public transit, public utilities, and other public services. 

Table 2 shows the strength of government as Juneau's largest basic industry. Between 1989 
and 1992, government sector employment accounted for 50% of the employment in Juneau 
and, according to Table 4, more than 60% of the wages and salaries paid. 

Despite current attempts to move the legislature and/or the capital, there are strong 
indications that Juneau will remain the capital of Alaska . A proposition has been placed on 
the 1994 general election ballot to move the capital to Anchorage. However, Juneau and a 
statewide citizens group have begun efforts to keep the legislature in Juneau. As a result, also 
on the bailot is a proposition requiring voter approvai of the cost of any such move (which is 
likely to significantiy dampen enthusiasm for a move). 
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Wage and Salary Employment, Juneau Labor Area by Industry 1989-1992 
(Number of Employees) 

1989 1990 1991 1992 
Total Total Total Total 

Industry 
Private Employment 
Mining 112 75 84 75 
Construction 345 414 518 548 
Manufacturing 319 148 199 268 
Transportation-Communication-Utilities 857 911 880 957 
Wholesale Trade 211 197 217 197 
Retail Trade 1,993 2,042 2,199 2,268 
Finance, Insurance & Real Estate 535 496 558 584 
Services 2,152 2,333 2,279 2,357 
Agriculture, Forestry, Fisheries & Non-classifieds * * * * 

Government Employment 
Federal Government 1,092 1,148 1,039 1,095 
State Government 4,411 4,534 4,518 4,530 
Local Government 1,397 1,508 1,521 1,567 

Total Non-Agricultural Employment 13,504 13,837 14,081 14,518 
Private Sector Employment 6,605 6,646 7,003 7,327 
Government Sector Employment 6,899 7,191 7,078 7,191 

Wage and Salary Employment, Juneau Labor Area by Industry 
Third Quarter, 1992 - 1993 

(Average Number of Employees Per Month) 

Industry 
Private Employment 

Mining 
Construction 
Manufacturing 
Transportation-Communication-Utilities 
Wholesale Trade 
Retail Trade 
Finance, Insurance & Real Estate 
Services 
Agriculture, Forestry , Fisheries & Non-classifieds 

Government Employment 
Federal Government 
State Government 
Local Government 

Total Non-Agricultural Employment 
Private Sector Employment 
Government Sector Employment 

• Data non-disclosable 
Source: Alaska Department of Labor 
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3rd Quarter -
1992 

65 
706 
327 

1,107 
206 

2,501 
611 

2,444 
* 

1,146 
4,475 
1,255 

14,943 
8,067 
6,876 

3rd Quarter -
1993 

95 
919 
324 

1,016 
201 

2,443 
640 

2,576 
103 

986 
4,261 
1,291 

14,866 
8,328 
6,538 
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Wages and Salaries Paid in the Juneau Labor Area by Industry 1989 -1992 
(In Thousands of Dollars) 

1989 1990 1991 1992 
Total Total Total Total 

Industry 
Private Employment 
Mining $4,419 $2,858 $4,114 $4,052 
Construction 11,361 13,919 16,679 19,716 
Manufacturing 11,394 3,037 4,370 7,959 

Transportation-Communication-Utilities 22,987 25,118 25,297 28,062 
Wholesale Trade 6,017. 6,325 6,548 6,379 
Retail Trade 29,162 31,755 34,619 36,431 
Finance, Insurance & Real Estate 15,684 15,163 16,341 17,199 
Services 34,349 39,170 42,413 46,497 
Agriculture, Forestry, Fisheries & Non-classifieds * * * * 

Government Employment 
Federal Government 40,471 45,501 43,394 49,412 
State Government 159,097 168,804 179,430 185,493 
Local Government 44,052 47,863 50,869 54,026 

Total Non-Agricultural Employment 379,366 400,168 . 426,542 455,804 
Private Sector Employment 135,747 138,000 151,858 167,873 
Government Sector Employment $243,619 $262,168 $273,684 $288,931 

Wages and Salaries Paid in the Juneau Labor Area by Industry 
Third Quarter 1992 - 1993 

(In Thousands of Dollars) 

Industry 
Private Employment 
Mining 
Construction 
Manufacturing 

Transportation-Communication-Utilities 
Wholesale Trade 
Retail Trade 
Finance, insu;ance & Reai Estate 
Services 
Agriculture, Forestry, Fisheries & Non-classifieds 

Government Employment 
Federal Government 
State Government 
Local Government 

Total Non-Agricultural Employment 
Priv;:itp Si:>r.tnr l=mplnymi:>nt 

Government Sector Employment 

= Data non~isc\csable 
Source: Alaska Department of Labor 
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3rd Quarter -
1992 

$ 831 
7,015 
2,449 
8,055 
1,607 
9,767 
4,036 

11,893 

12,504 
47,996 
10,117 

$116,779 
46,162 

$70,617 

3rd Quarter -
1993 

$1,089 
9,002 
2,169 
7,607 
1,642 

10,185 
4,765 

13,173 
499 

12,514 
44,686 
10,695 

$117,952 
50,057 

$67,895 
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Private Sector Industries 

While Juneau's economy is primarily based on government, the private sector is playing an 
increasingly important role. Tourism, seafood and mining are all important local industries 

Juneau has the second largest number of commercial fishing permit holders in Southeast 
Alaska. While local processing activity is small compared to other Southeast communities, 
Juneau's seafood processing industry is growing. 

Tourism is Juneau's largest private basic industry. Visitors from outside Alaska spent $53 
million in Juneau during the summer of 1993. Visitors to Juneau arrive by cruise ship, airline 
or via the Alaska Marine Highway System. During 1993, cruise ships made over 427 stops in 
Juneau, bringing a total of 314,065 passengers and 138,659 crew members. The outlook for 
the tourism industry in Juneau is for employment growth of around 3% to 5% per year. 

When Greens Creek Mine closed in 1993, Juneau lost 200 jobs in the private sector. 
However, two major mining projects, the Kensington Mine and the Alaska-Juneau Mine, 
continue to move through the permitting and development stages. As seen in the population 
projection data, the construction and operation of these projects would result in overall 
population growth while the baseline economy is likely to be declining. 

Juneau's role as a regional service and supply center is rapidly growing. In 1993, Juneau 
added Costco to its list of major businesses, which already included Fred Meyers, Lamont's, 
Payless, and J.C. Penney's. The entry of Mapco in early 1994 increased competition in local 
retail gasoline sales. Kmart had their grand opening in April 1994 and is expected to be 
followed by a Carr's supermarket in 1995. 

A strong positive effect of the development of these service industries has been an upswing in 
the construction industry as well as other support industries. Expansion of the service and 
retail sectors is expected to moderate and over the long term follow more closely trends in 
Juneau's basic economy. 

Other indicators suggest a growing economy in recent years. The number of private sector 
employers has increased from 798 in 1989 to 834 in 1992. Reported gross business sales in 
1989 were $603 million. By 1992, the CBJ reported gross business sales of $764 million. 
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Transportation 

The Alaska Marine Highway System has experienced a steady flow of traffic into and out of 
Juneau. In 1989, 69,229 passengers came into Juneau via the ferry system, while in 1992, 
more than 73,000 passengers arrived this way. 

Since 1989, Juneau International Airport has experienced a variety of changes, reflective of 
the factors affecting the entire airline industry. In 1989, there were three airlines in Juneau; 
3,999 departing flights, carrying 176,429 passengers, 1,805 tons of mail and 1,437 tons of air 
freight. Since that time there have been two to three major airlines serving Juneau. In 1992, 
Alaska Airlines was joined by Delta and Mark Air for varying periods of time. There were a 
total of 4,943 departing flights: 231,505 passengers, 1,816 tons of mail and 5,067 tons of air 
freight. In 1993, Delta again offered limited service and gives every indication of continuing 
to do so. Mark Air has returned to Juneau in 1994 and appears to be working towards 
uninterrupted service. In addition, Juneau is served by a number of smaller airlines offering 
service to Juneau's outlying communities and Canada. 

Other Information 

The following tables provide further information about the economic and demographic nature 
of Juneau, Alaska. 
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1989 

5.0% 

Average Annual Unemployment Rate 
Juneau 1989-1993 

1990 1991 1992 

5.1% 6.3% 7.1% 

Juneau Assessed Real Property Valuation 
As of July 31, 1989 -1993 

(In Thousands of Dollars) 

1989 1990 1991 1992 

Type of Real Property 

Commercial $280,485 $256,074 $247,050 $243,179 
Industrial 27,527 26,014 44,494 44,051 
Apartment 34,158 42,489 36,116 38,411 
Trailer Courts 9,030 9,257 9,325 8,147 
Total Business 351,200 333,834 336,985 . 333,788 
Residential 581,176 630,254 689,308 761,944 
* Other 578 
Vacan Land 85,001 87,870 94,167 103,6100 

Total $1,017,376 $1,051,958 $1,120,460 $1,199,920 

By Area 
1. Juneau $275,875 $275,620 $275,366 $292,699 
2. Douglas 51,073 50,304 51,749 55,080 
3. Rural (on/off road) 30,264 22,048 23,279 23,763 
4. Auke Bay 122,917 130,504 139,742 150,209 
5. Glacier Valley 401,047 438,334 483,270 523,818 
6. North Douglas 48,201 48,898 53,436 56,545 
7. Salmon Creek 52,624 49,873 55,240 58,199 
8. Lynn Canal 35,375 35,785 38,378 39,608 

Total $1,017,376 $1,051,366 $1,120,460 $1,199,920 

• Other: boat houses, mining related properties, non-exempt utilities property 

1993 

6.2% 

1993 

$272,638 
18,906 
43,546 
10,846 

345,936 
770,494 
46,555 
87,949 

$1,250,933 

$296,883 
60,819 
24,700 

156,170 
548,685 
61,411 
60,986 
41,281 

$1,250,933 

Source: Annual Reports on Assessment and Taxation and Certified Assessment Roll, Assessor's Office, City and Borough of Juneau 
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Deeds of Trust Recorded in the Juneau Recording District 
1989 - 1992 

Total Deeds of Trust 

Total Amount 
(In thousands of dollars) 

1989 

963 

$104,202 

1990 

• 888 

$258,275* 

1991 

1,043 

$135,540 

1992 

1,371 

$128,549 

•1n 1990 a single deed of trust was recorded in the amount of $104,000,000 causing the large increase in dollar amount for that reponing period. 
Source: Motznik Computer Services. Derived from State Office Records, complies by the McDowell Group. 

New Housing Units Authorized by Building Permits in Juneau 
1989 -1993 

1989 1990 1991 1992 1993* 
Type of Dwelling 

Single Family ~" ,,,., ..... 73 66 vV .;,,:. <+V 

2-4 Family Units 0 2 1 4 4 
5 or More Units .... 2 7 12 0 V 

Mobile Homes 10 22 46 19 9 

Totai Housing Units 40 58 94 108 79 

"Totals for first three quaners only. 
Source: City and Borough of Juneau Building Division and the Alaska Depanment of Commerce and Economic Development. 
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Average Residential Unit Sale Price, 1989 -1992 

1989 1990 1991 1992 
Single Family 
{Mendenhall Valley SA #5) 

Number of Sales 96 96 93 130 

Total Sales $9,396,688 $11,107,358 $11,255,265 $16,081,213 

Total Square Feet 149,920 144,288 278,943 353,976 

Average Price $97,882 $115,701 . $121,024 $123,701 

Average Size 1,562 1,503 1,575 1,573 
Price Per Square Foot $62.66 $76.98 $76.84 $78.64 

Single Family 
(All Other Areas) 

Number of Sales 52 59 63 57 
Total Sales $6,321,100 $8,257,142 $7,639,249 $7,916,698 
Total Square Feet 89,844 102,424 160,092 190,287 

Average Price $121,560 $139,951 $121,257 $138,889 

Average Size 1,728 1,736 1,554 1,572 

Price Per Square Foot $70.35 $80.62 $81.18 $104.35 

Total Single Family Housing 
Number of Sales 148 155 156 187 
Average Price $106,201 $124,932 $121,118 $127,796 
Average Size 1,620 1,592 1,567 1,573 

Price Per Square Foot $65.56 $78.47 $77.29 $85.25 

Condominium 
Numl3er of Sales 79 43 52 52 
Total Sales $3,711,800 $3,178,480 $3,871,112 $4,249,947 
Total Square Feet 71,987 44,247 49,440 * 

Average Price $46,985 $73,918 $74,444 $81,729 
Average Size 911 1,029 950 * 

Price Per Square Foot $51.58 $71.83 $78.36 * 

Zero-Lot Line 
Number of Sales 69 56 51 52 

Total Sales $4,755,388 $4,853,432 $4,837,436 $5,249,466 

Total Square Feet 90,316 47,626 119,912 103,325 

Average Price $68,918 $86,668 $96,364 $100,951 

Average Size 1,309 1,322 1,332 1,291 

Price Per Square Foot $52.65 $65.56 $72.34 $78.20 
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Juneau Housing and Land Inventory 

Introduction 

A major component of the Juneau Multi-Family Housing Program Feasibility Study is to 
inventory existing housing units and vacant land in the Juneau area. The housing inventory is 
provided by type of housing and location. Vacancy rates and the persons per unit by type and 
location also are provided. A separate, detailed inventory of multi-family properties with 5 or 
more units is included. 

The information in this report is a compilation of data from the City Assessors Office, the City 
Community Development Department, and from independent investigation by Thomas P. 
King & Associates. The report consists of the following information: 

1. types of units; 
2. location of types of units by service area; 
3. persons per household; 
4. vacancy rates; 
5. inventory of vacant land; 
6. inventory of multi-family buildings with five or more units; 
7. trends of loss by fire, demolition, or conversion; and, 
8. in-progress or planned construction of new housing. 



I. Housing Inventory 

In this section, Juneau's existing housing inventory is defined by type and location. Housing 
types are categorized as single family homes, duplex, zero lot line, condominium, mobile 
homes and live-aboard boats. 

Housing units by type and location are based on Community Development Department data. 
Information on vacancy rates and persons per household is from Population Estimate 1993, 
prepared by the Community Development Department. Three or more units in a building are 
considered as multi-family. 

Table 1 summarizes the existing housing inventory. Tables 2 and 3 contain vacancy rates and 
persons per household respectively. 
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Service Single-
Area Family 

675 
2 197 
3 44 
4 568 
5 2,071 
6 224 
7 135 
8 230 

Total 4,144 

Key to Service Areas 

Service Area 1 
Service Area 2 
Service Area 3 
Service Area 4 

Juneau Housing and Land Inventory 

Duplex 

380 
170 

16 
168 
532 
100 
60 
42 

1,468 

Juneau 
Douglas 
Rural Roaded 
Auke Bay 

TABLE I 

Housing Units By Type And Location 

Zero Lot 
Line 

21 
2 
0 

84 
460 

84 
90 

Q 

741 

Multi-Family 
(3 or more 

Condominium units) 

367 
181 

0 
114 
189 

0 
18 
2. 

871 

927 
282 

0 
139 
859 

28 
40 

Q_ 

2,281 

Service Area 5 
Service Area 6 
Service Area 7 
Service Area 8 

Mobile 
Home 

6 
l 
7 

28 
1,063 

57 
2 
B. 

1,172 

Glacier Valley 
North Douglas 
Salmon Creek 
Lynn Canal 

Live-Aboard 
Boats Total 

98 2,474 
6 839 
0 67 

34 1,135 
6 5,180 
0 493 
0 345 

_Q • 288 · 

144 10,821 
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TABLE2 

Vacancy Rates 

Multi-Family 
Service Single- Zero Lot (3 or more Mobile Live-Aboard 

Are!! Family Dup]ex Line Condominium units) Home Boat Average 

0.00% 0.00% 0.00% 0.00% 0.93% 0.45% 0.00% 0.36% 
2 0.00 0.00 0.00 0.00 0.93 0.45 0.00 0.36 
3 1.32 1.32 1.32 1.32 0.78 0.45 0.00 1.49 
4 1.32 1.32 1.32 1.32 0.78 0.45 0.00 1.15 
5 I.32 1.32 1.32 1.32 0.78 0.45 0.00 1.06 
6 l.32 1.32 1.32 1.32 0.78 0.45 0.00 1.01 
7 1.32 l.32 l.32 1.32 0.78 0.45 0.00 1.16 
8 1.32 1.32 l.32 1.32 0.78 0.45 0.00 1.39 

Average 0.96% 0.96% 0.96% 0.96% 0.86% 0.45% 0.00% 0.87% 

Notes: 
1. Vacancy rates for single-family, duplexes, zero-lot-lines, and condominiums were estimated on a consolidated basis. Single-family and 
multi--family rates were each consolidated for service areas 1 and 2 and separately consolidated for all other service areas. 
Mobile home and boat rates were estimated on an area-wide basis. 
2. The averages by type or service area are weighted by the number of units in Table I. 

Key to Service Areas 

Service Area I 
Service Area 2 
Service Area 3 
Service Area 4 

Juneau Housing and Land Inventory 

Juneau 
Douglas 
Rural Roaded 
Auke Bay 

Service Area 5 
Service Area 6 
Service Area 7 
Service Area 8 

Glacier Va11ey 
North Douglas 
Sa]mon Creek 
Lynn Canal 
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Service 
Area 

2 
3 
4 
5 
6 
7 
8 

Average 

Notes: 

Single-
Family 

2.39 
2.42 
2.81 
2.81 
3.01 
2.81 
3.01 
2.81 

2.79 

Zero Lot 
Duplex Line 

2.39 2.39 
2.42 2.42 
2.81 2.81 
2.81 2.81 
3.01 3.01 
2.81 2.81 
3.01 3.01 
2.81 2.81 

2.79 2.79 

TABLE3 

Persons per Household 

Multi-Family 
(3 or more 

Condominium units) 

2.39 1.73 
2.42 2.15 
2.81 2.00 
2.81 2.00 
3.01 2.41 
2.81 2.00 
3.01 2.41 
2.81 2.00 

2.79 2.07 

Mobile Live-Aboard 
Home Boat· Average 

2.87 1.95 2.13 
2.87 1.95 2.33 
2.87 1.95 2.82 
2.87 1.95 2.67 
2.87 1.95 2.88 
2.87 1.95 2.76 
2.87 1.95 2.94 
2.87 1.95 2.79 

2.87 1.95 2.64 

I. Persons per household for single-family, duplexes, zero-lot-lines, and condominiums were estimated on a consolidated basis. Single-family 
and multi-family figures were each consolidated for service areas I and 2 and separately consolidated for all other service areas. 
Mobile home and boat figures were estimated on an area-wide basis. 
2. The averages by type or service area are weighted by the number of units in Table I. 

Key to Service Areas 

Service Area I 
Service Area 2 
Service Area 3 
Service Area 4 

Juneau Housing and Land Inventory 

Juneau 
Douglas 
Rural Roaded 
Auke Bay 

Service Area 5 
Service Area 6 
Service Area 7 
Service Area 8 

• Glacier VaHey 
North Douglas 
Salmon Creek 
Lynn Canal 
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II. Land Inventory 

A review of the Use Code Report prepared by the City Assessors Office indicates a large 
number of vacant land parcels in the City and Borough of Juneau. A large percentage have 
sites that would be suitable for most development allowed by zoning. 

The Community Development Department, as part of its Juneau Wetlands Management Plan, 
conducted an inventory of developed and undeveloped land by zoning classifications. This 
study also indicated a large amount of vacant land that could be developed for housing use. 

The Plan's total of vacant developable acres in districts zoned purely for residential purposes 
was 1,946 acres in 1988. This total does not include wetlands, steep slopes, or inaccessible 
property. Table 4 summarizes the results of the Plan inventory. The D-1 through D-5 zoning 
classes are for single-fanlily and duplex residential use. The D-10 through D-18 districts are 
for multi-family. 

• TABLE4 

Vacant and Developable Acres 

7one Class nJ:Jr,,,o.lnn.a.rl A ,........,.oc, 
.LJ'\,., Y "-"lVl-'\,.,U f""\.."'-'1'•,.:, Vacant Acres Developable Acres 

D-1 1,242 2,246 650 
D-3 340 663 203 
D-5 3,376 1,453 475 
D-10 54 86 51 
D-15 338 970 508 
D-18 244 129 59 

Total 5,594 5,547 1,946 

Source: Juneau Wetlands Management Plan, Department of Community Development, City 
and Borough of Juneau, May 1989. 

The juneau Wetiands Management Plan inventory has not been updated since it was 
prepared on August 15, 1988. If acreage available in 1988 were developed at the maximum 
density allowed by zoning, an estimated 12,826 dwelling units could be constructed. Permits 
for only 388 new housing units have been issued between 1987 and the fourth quarter of 
1993. Most residential development since i 987 has occured in the D-3 and D-5 zoned areas. 
Development has been primarily single-family homes with almost no multi-family 
development. 

An estimated current capacity for an additional 12,400 units is over seven times the 1,656 
units of net housing demand through the year 2000 forecasted in the Juneau Housing Demand 
Forecast (Section II of this study). The potential new construction is aiso more than the 
current stock of dwelling units in Juneau. 
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Table 5 shows the number of publicly and privately owned vacant parcels by zoning class. 
This information is from the City Assessor's records. The MU zoning class is for mixed use, 
which includes residential development. 

TABLES 
Publicly and Privately Owned Vacant Parcels 

Zone Class Private Public Total Parcels 
D-1 517 101 618 
D-3 150 23 173 
D-5 523 86 609 
D-10 47 10 57 
D-15 63 8 71 
D-18 215 19 234 
MU 46 24 70 

Total Parcels 1,561 271 1,832 

The above numbers represent the total parcels. Undersized parcels may not be developable as 
• a single parcel. The number of potential units on private or public land will depend on the size 
and zoning class of the parcels. 

Juneau Housing and Land Inventory Page IV- 7 



III. Multi-Family Housing Inventory 

92.9 percent of existing multi-family properties having five or more units were examined to 
produce the multi-family inventory contained in Table 6. The inventory accounts for 93 
properties totaling 1,535 housing units, out of 102 existing multi-family properties totaling 
1,652 units. 

TABLE6 
Multi-Family Housing Inventory 

Service Total 
Area Efficienc)'. 1 Bedroom 2 Bedrooms 3 Bedrooms 4 Bedrooms Unknown Units 

1 435 136 167 21 0 5 764 
2 57 3 42 71 8 3 184 
4 13 1 27 0 33 0 74 
5 131 3 218 63 20 49 484 
6 0 0 0 0 0 5 5 
7 3 1 16 4 0 0 24 • 
8 Q Q Q Q Q Q Q 

Total 
Units 640 144 472 162 65 62 1,535 

Table 7 provides information on the character of the multi-family housing stock. The age, 
size, and number of bedrooms of multi-family buildings were deteITI1ined from the City 
Assessors records. Each property was inspected to determine its condition. Management was 
contacted to determine rents and vacancies. 

Many of the units in the downtown area are older and in fair to average condition. Many 
buildings were constructed during the I 930's, l 940's and l 950's. About 30 units are 
considered to be in poor condition and are expected to be torn down. The buildings in the 
Valley area are typically newer, with most constructed in the 1970's and i 980's. This is aiso 
true for buildings in the Douglas area. These are typically in average to good condition. 

Another source of information for market rents is AHFC. Their 1994 Home Program uses the 
following as fair market rents for Juneau: 

efficiency $572 
l bedroom 695 
2 bedrooms 890 
3 bedrooms 1,057 
4 bedrooms $1,184. 
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TABLE 7 
Character of Multi-Family Housing Stock 

Number Typical 
Service of Number Typical Size Typical Typical Age Typical 

Area Bedrooms of Units (sguare feet} Rent Vacancx (xears} Condition 
1 0 136 475 $500 0% 45 average 

1 435 550 700 0 45 average 
2 167 783 850 0 45 average 
3 21 1,000 900 0 45 average 
4 0 1,200 

Unknown 5 

2 0 3 450 575 0 9 good 
1 57 600 650 0 15 average 
2 42 830 850 0 10 good 
3 71 1,200 920 0 20 good 
4 8 1,200 Section 8 

Unknown 3 

4 0 1 450 400 0 40 average 
1 13 600 775 0 40 average 
2 27 830 950 0 9 good 
3 0 1,000 0 0 0 
4 33 1,200 1,100 0 9 good 

5 0 3 450 500 0 22 average 
131 600 650 0 15 average 

2 218 830 850 0 15 average 
3 63 1,000 700 0 20 average 
4 20 1,200 $740 0 20 average 

Unknown 49 

6 Unknown 5 

7 0 1 450 Section 8 0 NA NA 
1 3 600 Section 8 0 NA NA 
2 16 830 Section 8 0 NA NA 
3 4 1,000 Section 8 0 NA NA 
4 0 1,200 Section 8 0% NA NA 
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IV. Multi-Family Losses By Fire, Demolition, Or Conversion 

Table 8 indicates the number of multi-family units lost to fire, demolition, or conversion to 
other uses for the years 1988 through 1993. Information on losses and the number of multi­
family units for various years was provided by the Community Development Department. Fire 
losses were were confirmed from records of the Juneau District of the city Fire Department. 
Table 9 provides the detail of such losses on which Table 8 is based. 
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TABLE 8 

Multi-Family Housing Losses 

1988 - 1993 

Service Area I Service Area 2 Service Area 5 

Existing Annual Existing Annual Existing Annual 
Units Multi-Family Loss Units Multi-Family Loss Units Multi-Family Loss 

Year of Loss Lost Units Ratio Lost Units Ratio Lost Units Ratio 

1988 25 971 0 287 0 799 

1989 0 947 0 287 0 813 

1990 43 923 13 287 0 812 

1991 5 921 0 280 2 809 

1992 0 915 0 280 0 812 

1993 12 927 0 282 0 859 

Total 85 13 2 

Average 14 934 1.52% 2 284 0.76% 0 817 0.04% 

Sources: 
1. Units Lost from Table 9. 
2. Existing Multi-Family Units from Community Development Departm~nt, City and Borough of Juneau. 
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Year Multi-Family Property 

1988 Gross Apartments 
Guildford 
Rocovich Apartments 

Total excluding JAMI 

1990 Gross Apartments 

Soriano 
Perseverance Theater 
Klein 
Channel Apartments 

Total 

1991 Milnes Apartments 
Gastineau Human Services 

Total 

1993 Knight Apartments 
Calhoun Avenue 3-plex 

Total 

Uniits 
Lo:st 

22 
3 

10 

25 

2 

10 
4 
9 

31 
56 

5 
2 
7 

9 
3 

12 

TABLE9 
Detail of Multi-Family Housing Losses 

1988 - 1993 

Parcel 

1 CC70A030030 
l C070I0 10050 
1 C040A260050 

1 CC70A030030 

I C070B0Q00 I 0 
2D040T040040 
2D040T040030 
I C060K6800 I 0 

I C070A 140070 
5B 120 I 050200 

I C060B0 I 0030 
1 C060B0 I 0020 

Reason for Loss 

closed due to plumbing problems 
demolition 
conversion to Juneau Alliance for Mentally Ill (JAMI) group home for persons 
who would otherwise independently seek rental apartments; units not rented 
to JAMI participants are available for rental to the public 

closed due to plumbing problems 
demolition 
conversmn 
fire 
demolition for ADEC building 

fire 
conversion to group home for offenders who would otherwise be incarcerated 

demolition for Senior Citizens Support Services project 
demolition for Senior Citizens Support Services project 

Source: Community Development and Assessor's Office, City and Borough of Juneau 
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V. Current Additions To The Housing Stock 

Table 10 summarizes the current additions being made to Juneau's housing stock. These are 
units that are either under construction or planned for construction. These units are not 
included in the existing housing inventories contained in this report . 

. The records of the Community Development Department and the Assessors Office were 
reviewed to determine housing units planned or in-progress. Newspaper reports and 
interviews with developers were also used in arriving at the estimated units. 

TABLE 10 

Housing Units Planned or Under Construction 

Number of Bedrooms 

Multi-Farnill'. Projects Q l 2 3+ Total Units 

Senior Citizen Support Services, Inc. 
Alaska Housing Finance Corporation 
Housing First 
Gruening Park 
Mad-Tiff Construction 

Total Multi-Family Units 

Other Housing 
Tlingit-Haida Housing Authority 

Park Place Townhomes 
Building permits under review 
Mobile home rental spaces 

Total Other Units 

21 30 16 
13 22 

6 6 3 
8 

NA NA NA 
27 49 49 

~ 

single-family lease-purchase 
duplex rentals 
single-family attached 
miscellaneous 

Total Multi-Family and Other Housing Units 

Juneau Housing and Land inventory 

10 

8 
NA 

18 

67 
45 
15 
16 
15. 

158 

30 
20 
16 
50 
30 

146 

304 
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Appendix A 

Juneau Housing Market Model 
Regression Statistics 

1 



Real Rent 
as a Function of the 

Change in Population 
from the Prior Year 

2 



Regression Summary 
Real Rent vs. Change in Pop 

Count 

Num. Missing 

R 

R Squared 

Adjusted R Squared 

RMS Residual 

ANOVATable 

1 2 

3 

.812 

.659 

.625 

85.655 

Real Rent vs. Change in Pop 

tF Sum of Squares Mean Square F-Value P-Value 

Regression 

Residual 

Total 

1 

1 0 

1 1 

142035.670 

73367.246 

215402.917 

Regression Coefficients 
Real Rent vs. Change in Pop 

142035.670 19.360 .0013 

7336.725 

Coefficient Std. Error Std. Coeff. t-Value P-Value 

Intercept 

Change in Pop 

755.061 

3032.506 

Confidence Intervals 
Real Rent vs. Change in Pop 

33.588 755.061 

689.214 .812 

Coefficient 95% Lower 95% Upper 

755.061 Intercept 

Change in Pop 3032.506 

Residual Statistics 

680.222 

1496.842 

Real Rent vs. Change in Pop -------. 
# >= 0 6 

#<0 6 

SS[e(i) - e(i-1 )] 1237 43.546 

Durbin-Watson 1.687 

Serial Autocorrelation . 120 

829.900 

4568.171 

3 

22.480 <.0001 

4.400 .0013 



Regression Plot 
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Residuals vs. Dependent 
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Multi-Family Housing Building Permits 
as a Function of 

Real Rent 
and 

a Dummy Variable for Rents< $800 

6 



two independents are dummy (<$800) and real rent 

Regression Summary 
MF Permits vs. 2 Independents 

Count 1 4 

Num. Missing 1 

R .901 

R Squared .811 

Adjusted R Squaied ~ 

RMS Residual ~ 

ANOVATable 
MF Permits vs. 2 Independents 

[F Sum of Squares Mean Square F-Value P-Value 

Regression 

Residual 

Total 

2 

1 1 

13 

106023.933 

24629. 782 

130653.714 

Regression Coefficients 
MF Permits vs. 2 Independents 

53011.966 23.676 .0001 

2239.071 

Coefficient Std. Error Std. Coeff. t-Value P-Value 

Intercept 

Real Rent 

DUMMY<800 

-705.933 

1.006 

-131.571 

Confidence Intervals 
MF Permits vs. 2 Independents 

117.551 -705.933 

.164 1.300 

45.289 -. 61 5 

Coefficient 95% Lower 95% Upper 

Intercept 

Real Rent 

DUMMY<800 

-705.933 -964.660 

1.006 .646 

-131.571 -231.251 

Residual Statistics 
MF Permits vs. 2 Independents -----

# >= 0 6 

# < 0 8 

SS[e(i) - e(i-1 )) 57542.661 

Durbin-Watson 2.336 

Serial Autocorrelation - . 232 

7 

-447.206 

1 .367 

-31.890 

-6.005 <.0001 

6.139 <.0001 

-2. 905 .0143 



Residuals vs. Fitted 
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Alaska Housing Finance Corporation 

Special Housing Fund 

10 



Management Guidelines 
General Mortgage Revenue Bond Funds 

Special Housing Fund Investment Guidelines 

(1) Loans made from the Special Housing· Fund will be originated within current or 
future lending programs of the Corporation. Designation to the Special Housing 
Fund will be made at the discretion of the Corporation to provide interest rate and/or 
credit accommodations as determined necessary and appropriate. 

(2) A reasonable expectation of repayment must be established and the credit standards 
of the applicable lending program complied with. Loan undeIWriting and monitoring 
requirements will take the experience and track record of a sponsor/borrower into 
consideration. Program and credit determinations will be made recognizing the 
revolving nature of the Special Housing Fund and the expected impact on future 
available resources. 

(3) Project eligibility should be based upon: 
(a) the priority established in CHAS; or 
(b) the public purpose nature of the project; or 
( c) the improvement made to energy efficiency ; and 
( d) the need for the project or improvement; and 
( e) the capabilities of the sponsor/borrower. 

( 4) Recommendation for designation of loans to the Special Housing Fund and suggested 
forms and levels of accommodations shall be made by the department responsible for 
administration of the program under which the loan is being considered. The 
departmental recommendation shall be subject to approval by senior management 
and, if applicable, the AHFC Board. The use of Special Housing Funds shall be 
reported to the Finance Department. The Finance Department will monitor and 
report amounts available within the Special Housing Fund. 

(5) To maximize available resources, interest rate and credit accommodations should be 
limited to that which is "necessary and reasonable." The assistance should be based 
upon its need to make the project viable. The level of assistance should be no more 
than moderate. The intent is not to make poor projects feasible. Interest rate 
accommodations should not be provided as a means of supplementing ongoing 
operations unrelated to the project for which the loan is being made. 

(6) Interest rate and/or credit accommodations may be necessary and appropriate, they 
should not, however reward inefficiency. Projected expenses must appear reasonable 
and a sponsor/borrower will need to document their attempts to develop other 
financial or programmatic resources. 
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Management Guidelines 
General Mortgage Revenue Bond Funds 

Special Housing Fund Investment Guidelines, Continued 

(7) Special Housing Fund loans will be available without regard to profit orientation. 
Depending on the form and level of accommodation requested, additional 
requirements on rent levels, net cash-flow, or term and type of permitted use may be 
imposed. 

(8) In determining the type and level of accommodations to make to sponsors/borrowers, 
the authorization and emphasis of the Corporation's governing statutes as well as the 
income levels of the beneficiaries of the funded properties (homeowner or rental) 
should be considered. 

(9) The Corporation will insure that loans, including those made from the Special 
Housing Fund, benefit all areas of Alaska through the design, outreach and marketing 
of programs to rural communities and by working with regional housing authorities 
and/or other local groups. 

1rbuoe/mkc 
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ALASKA HOUSING FINANCE CORPORATION 

MULTI-FAMILY, SPECIAL NEEDS & CONGREGATE HOUSING 

LOAN PROGRAM SUMMARY 

1. PROGRAM FOCUS: 

To promote affordable multi-family, special needs and congregate 
housing for persons of lower- to moderate-income through the 
providing of loan funds for the purpose of acquisition, new 
construction, rehabilitation, improvement or refinance. An 
exception to the lower- to moderate-income focus may be made in 
remote, underdeveloped or blighted areas as defined in Alaska 
Statute 18.56.900(12). 

2. DIRECT LENDING PROGRAM: 

For further information regarding this program, or to apply for 
financing consideration, please contact AHFC's Mortgage Project 
Department. 

3. PROPERTY DEFINITIONS: 

"Multi-Family" means a building or a group of buildings, 
improvements or structures, including land, used or useful for 
housing persons and which may have related facilities, including 
without limitations, day care and other support facilities. The 
housing may be on contiguous, non-contiguous or scattered sites 
and may include operational apparatus. 

"Special Needs Housing" means residential housing, including 
operational apparatus, designed to meet the needs of persons with 
specific and special housing needs, including supportive 
services. Special needs housing includes: i) housing for the 
elderly; ii) individuals with a disability; iii) individuals with 
mental illness; iv) emergency shelter for the homeless; and v) 
transitional housing. "Special needs housing" may be on 
contiguous, non-contiguous or scattered sites. 

"Congregate Housing" means a building or a group of buildings, 
improvements or structures, including land, used or useful for 
housing persons and which may have related facilities, including 
without limitations, day care and other support facilities. The 
housing may be on contiguous, non-contiguous or scattered sites 
and may include operational apparatus. Congregate services are 
integrated into the housing and there may be sharing of common 
facilities such as kitchen and sanitation. Congregate service 
means a service or activity that is common (available) to all 
residents of the housing which may include, but is not limited 
to, general housekeeping, meal service, counseling, job training, 
medical care, or child care. 
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4. BORROWER ELIGIBILITY: 

A) Non-Profit Corporations; 

B) Agencies of the State; 

C) A Municipality; 

D) Individual's, Partnership's, Joint Venture's, or For-Profit 
Corporation's; 

E) Regional Housing Authorities; 

F) A Corporation organized under 43 u.s.c sections 1601 -
1629E, as amended, or any wholly owned subsidiary of such 
corporation. 

5 • LOAN PARAMETERS : 

Loan-To-Value Ratios: 

Multi-Family Properties 

A. Individuals, Partnership's, Joint Venture•s, or For­
Profit corporation's: 

(i) Acquisition the lesser cf 85% of the 
acquisition price or 85% of the appraised value. 

( ii) Interim Construction, Rehabilitation or 
Improvement Loans - the lesser of 80% of the appraised 
value or 80% of allowable project cost which excludes 
developer's profit and overhead. All applicants are 
strongly encouraged to seek construction financing from 
another source based on a term-loan commitment issued 
by the Corporation. 

( iii) Term loan which takes out an interim 
construction, rehabilitation, or improvement loan - the 
lesser of 85% of the appraised value or 100% of the 
allowable developmental costs which may include 
developer I s profit in an amount acceptable to the 
Corporation. 

(iv) Refinance - 75% of appraised value with no cash 
back to borrower. Generally. only refinance oroposals 
which add to the inventory of affordable housing units 
for persons of lower- to moderate-income will be 
considered. 

B. Other Eligible Borrowers: 

( i) Acquisition or Refinance, or Term loan which 
takes out an Interim Construction, Rehabilitation, or 
Improvement Loan - an amount which does not exceed an 
acceptable risk to the corporation as determined by an 
analysis of the housing's current and forecasted cash 
flows relative to the housing's operating expenses, 
reserves and debt repayment requirements. 

2 
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( ii) Interim Construction, Rehabilitation or 
Improvement Loan - the lesser of (a) 80% of the 
appraised value, or (b) allowable project cost, 
excluding developer's profit and overhead. 
Consideration may be given to exceeding these 
guidelines if there are, in the Corporation's opinion, 
offsetting positive merits in the application. All 
applicants are strongly encouraged to seek construction 
financing from another source based on a term loan 
commitment issued by the Corporation. 

Special Needs and congregate Properties 

A) 

B) 

Loan Term: 

Acquisition or Refinance, or Term loan which takes out 
an Interim construction, Rehabilitation, or Improvement 
Loan - an amount which does not exceed an acceptable 
risk to the corporation as determined by an analysis of 
the housing's current and forecasted cash flows 
relative to the housing's operating expenses, reserves 
and debt repayment requirements. 

Interim Construction, Rehabilitation or Improvement 
Loan - the lesser of (i) 80% of the appraised value, or 
(ii) allowable project cost, excluding developer's 
profit and overhead. Consideration may be given to 
exceeding these guidelines if there are, in the 
Corporation's opinion, offsetting positive merits in 
the application. All applicants are strongly encouraged 
to seek construction financing from another source 
based on a term loan commitment issued by the 
Corporation. 

The loan term may not exceed 30 years, or the useful life 
expectancy of the housing as determined by the Corporation, 
whichever is less. Depending upon the collateral type and 
condition, loan risk, or other credit variables, a shorter term 
loan may be required. The term of an interim construction, 
rehabilitation or improvement loan may not exceed 18 months. 

Debt Service Coverage Ratio (DSCR): 

This ratio is a measure of the availability of the project's cash 
flow after paying project expenses (net operating income) to pay 
loan payments. Simply, the DSCR is net operating income divided 
by the mortgage payment. Generally, a minimum ratio of 1.15% is 
required. Consideration may be given to a lower ratio if there 
are, in the Corporation's opinion, offsetting positive merits in 
the application. 

Loan Fees: 

(A) Loan Application Fee - a $2,500 non-refundable application 
fee is due upon submission of an application for project 
approval and funding commitment. In the event that the loan 
application is approved and closed, the application fee will 
be credited towards the loan origination fee. 
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(B) Loan Origination Fee: 

(i) Term loan made to a(n): 

1) non-profit corporation, agency of the state, 
municipality, regional housing authority, or 
corporation organized under 43 use 1601-1629e, as 
amended, or any wholly-owned subsidiary of such 
corporation -

the 
the 
the 
the 

first 
next 
next 
next 

$1,000,000 
$4,000,000 

$10,000,000 
$15,000,000 

.500% 

.375% 

.250% 

.125% 

2) individual, partnership, joint-venture or for-profit 
corporation -

the first $1,000,000 1.00% 
the next $4,000,000 ~750% 
the next $10,000,000 .500% 
the next $15,000,000 .250% 

(ii) Interim construction, rehabilitation or improvement 
loan made to a(n): 

1) non-profit corporation, agency of the state, 
municipality, regional housing authority, or 
corporation organized under 43 use 1601-1629e, as 
amended, or any wholly-owned subsidiary of such 
corporation -

.750% of the loan amount; 

2) individual, partnership, joint-venture or for-profit 
corporation -

1.5% of the loan amount. 

(C) Loan Commitment - if bonds are issued for a specific 
project(s) prior to funding the loan, a commitment fee equal 
to 1.5% of the approved loan amount is required at the time 
of commitment acceptance by the borrower. 

The commitment fee is refundable, or will be 
towards closing costs, upon acceptably closing 
within the specified firm commitment period. 

credited 
the loan 

(D) Secondary Mortgage Purchase Fee - if the mortgage is subject 
to purchase from a secondary investor such as Fannie Mae or 
Freddie Mac, all costs associated with the purchase must be 
paid by the applicant/borrower. 

(E) Extension of Commitment - a 120 day extension of the firm 
commitment may be granted for good cause upon written 
request and receipt of an extension fee equal to= 
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(i) for a non-profit corporation, agency of the state, 
municipality, regional housing authority, or corporation 
organized under 43 USC1601-1629e, as amended, or any wholly­
owned subsidiary of such corporation -

.5% of the loan amount; 

(ii) for an individual, partnership, joint-venture or for­
profit corporation -

1% of the loan amount. 

Interest Rates: 

AHFC' s cost of funds, including administrative and servicing 
costs, generally indexed to the bond market based on taxable or 
tax-exempt financing. 

Tax-exempt financing may be available to -

A) non-profit corporations for the acquisition, rehabilitation, 
improvement or new construction of multi-family, special 
need or congregate housing. 

B) other borrowers for new construction or substantial 
rehabilitation of multi-family properties only. 

Tax-exempt means that the interest paid to the bond holders is 
not taxable which generally means a lesser interest rate to the 
borrower. 

Inquiries regarding current interest rate estimates for multi­
family, special needs or congregate housing loans should be 
direct to the Mortgage Project Department. 

6. SET-ASIDE REQUIREMENTS: 

Due to this program's lower- to moderate-income housing focus, 
borrowers are generally required to set-aside (restrict) units 
within the project which must be rented at affordable 
(restricted) rents to lower income persons or families. As noted 
earlier, an exception may be made for projects which are located 
in areas that are considered to be "remote, undeveloped, or 
blighted" as defined in AS 18.56.900(12). 

At a minimum. one of the following options must be chosen: 

A) 20% of the units in the project must be set-aside for 
persons or families whose income does not exceed 50% of the 
area median income, adjusted for family size. 

OR 

B) 40% of the units in the project must be set-aside for 
persons or families whose income does not exceed 60% of the 
area median income, adjusted for family size. 
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I. PURPOSE 

The Low-Income Housing Tax Credit Allocation Plan (LIHTC Plan) has been prepared by 
the allocating agency (Alaska Housing Finance Corporation) to comply with the mandates of 
Title 26, U.S.C. Section 42 of the IRS Code, as amended ("Section 42"). 

II. POLICY 

It is the policy of the Alaska Housing Finance Corporation (the Corporation or AHFC), to 
promote, foster, and encourage the responsible development of low-income housi.l"lg through 
the allocation of Low-Income Housing Tax Credits. 

It is the policy of the Corporation to minimize the impact of the tax credit program on 
existing residents of buildings which receive tax credits for acquisition and or rehabilitation. 

The amount of credit allocated to a project may not exceed the amount necessary for the 
financial feasibility and long term viability of the project. To determine the appropriate 
amount of credit to be allocated the Corporation will consider the sources and uses of funds 
and the reasonableness of development and operational costs. 

The priorities established by 26 U .S.C.S. 42 for the LIHTC are: 

Ver. 1/94 

(1) 

(2) 

Projects that serve the lowest income tenants; and 

Projects that are obligated to serve qualified low-income tenants for the longest 
period of time. 
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III. ALLOCATION PROCEDURES 

The Corporation has established several procedures to allocate tax credits under the Low­
Income Housing Tax Credit Program: 

A. Notification of Local Jurisdiction 

Upon receipt of an application for tax credits, the Corporation shall notify the chief 
executive officer of the jurisdiction in which the project, requesting credit, is located. 
The notification will identify the applicant and describe the project and its exact 
location. Where applicable, community councils or other representative neighborhood 
organizations will also be notified. 

B. Increase in Eligible Basis For Difficult to Develop Areas 

For projects in "difficult to develop" areas, an applicant may apply for a credit 
allocation by multiplying a project's eligible basis by 130 percent. Only new 
construction and rehabilitation expenditures are eligible for this increase in basis. 
To qualify, a project must be located in either a qualified census tract or a difficuit 
development area as determined by the U.S. Department of Housing and Urban 
Development (HUD). 

A qualified census tract is a census tract in which 50 percent or more of the 
households have an income which is less than 60 percent of the area median gross 
income. A difficult development area is an area which has high construction, land 
and utility costs relative to area median gross income. 

Neither a qualified census tract nor a difficult to develop area may exceed 20 percent 
of the population of the metropolitan statistical area in which it is located. 

A complete listing of the qualified census tracts and difficult to develop areas, in 
Alaska, are available from the Corporation. 

C. Aiiocation Periods 
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Applications for the allocation of tax credit may be submitted during the application 
rounds for which credit is requested. The Corporation will not accept applications for 
a reservation of a future year's credit. There are two allocation rounds per year: 

Period 

1 
2 

Cutoff Date 

February 28 
May 15 

26 
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% of Annual Credit 
Ceiling 

100% 
Remaining credits if necessary 



If the annual credit ceiling is not reserved during the established rounds, the 
Corporation may advenise an additional round later in the calendar year. 

If the amount of credit applied for exceeds the amount of credit available, a waiting 
list will be established. Qualified projects from the applicable round will be put on 
the waiting list, should credit become available within the same calendar year. 

D. Evaluation Review Committee 

An evaluation committee, will rank applications for tax credits based on the selection 
criteria outlined in this plan, review proposals for viability and recommend to the 
executive director the amount of credit to be allocated. 

The applications will be reviewed for financial feasibility and viability in order of 
their point rankings. If an application is considered both feasible and viable, it will 
be recommended for a credit reservation based on its place in the point ranking. 

However, the committee may recommend credit reservations to projects out of order, 
based on the size of the requested credit reservation, or the feasibility and viability of 
the project. 

The committee may include representatives from the Corporation, the U.S. 
Department of Housing and Urban Development, the real estate, construction or 
financial industries. The committee will complete the evaluation within thirty days of 
the end of each application period. 

The executive director of the Corporation will recruit and appoint the members of the 
evaluation committee. 

E. Carryover Allocation Provisions 
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If an applicant is unable to complete a proposed project within the calendar year in 
which a credit reservation is made, then a carryover allocation must be requested in 
order to keep the reservation. 

If a carryover allocation is requested, all documents requested by the Corporation 
must be submitted within two (2) weeks of the end of the calendar year, unless 
another time period is agreed to by the Corporation and the applicant. In addition, 
the appropriate processing fees must be paid to the Corporation before the carryover 
allocation is made. 
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F. Cha.Tlges to Applications After a Credit Reservation is Made 

Changes to project characteristics that were attested to in the application, after receipt 
of a credit reservation, may only be made under the following conditions: 

1. A written description of the changes and the justification must be received by 
the Corporation, at least 15 working days before the change is made. 

2. The applicant must receive written authorization from the Corporation that the 
proposed change has no significant impact on the ranking or financial 
evaluation of the application. 

3. If the Corporation determines that a proposed change has a significant impact 
on the ranking and or financial evaluation of the application, it may revoke the 
reservation (15 AAC 151.700-890). 

If the Corporation revokes a reservation of credit to the project due to substantial 
changes to the project as proposed in the initial application, a new application will be 
required to regain the credit reservation. 

Evaluation of the new application will occur during the next credit application round. 
The application will not take precedent over other applications, but will be evaluated 
in the same manner. If the next credit application round is after the end of the 
calendar year, the Corporation may choose to open a special round, or evaluate the 
application by itself. 

G. Displacement/Relocation of Residents 

The Corporation will not allocate credits for an acquisition and/or rehabilitation 
project unless the Applicant submits a residential rental-unit relocation plan, in the 
event displacement of the current residents may occur. The Corporation is the sole 
determinant as to whether or not displacement will occur as a result of the project's 
developmem. 

H. Project Cost Limitations 
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The limitations discussed below pertain to the amounts which will be allowed in 
eligible basis. In all cases, the Corporation will also analyze the projected net return 
to the developer and or contractor/builder. 

a) Developer Profit and Overhead - The Corporation does not limit the size of 
the development fee (including overhead) that may be included in the eligible 
project costs. However, development fees/overhead above 15 % of the total 

8 

28 



development cost must be substantiated to the Corporation's satisfaction with 
written documentation. 

In addition, the Corporation reserves the right to reduce the amount of the 
developer's fee included in eligible project costs based on an analysis of the 
project's net return to the developer or other characteristics of the project such 
as, an identitv of interest with the contractor or builder, scope of work, etc. 

The percentage of the project's costs allowed in the eligible basis attributable 
to "intermediary costs" will be taken into consideration when reviewing the 
project's development fee and overhead. 

b) Builder!Conrracror Profit and Overhead - For builder/contractor profit and 
overhead and general requirements the following standards will be used: 

Builder Profit 
Builder Overhead and 
General Requirements -

10 percent of construction costs 

10 percent of construction costs 

c) Per Unit Torai Development Costs - Any project where the total development 
costs are in excess of the maximum mongage limits, by bedroom size, 
published by the U.S. Depanment of Housing and Urban Development (HUD) 
for the Section 221 (d)(3) program must provide written documentation to 
justify the additional project costs. 

If the proposed per unit cost is less than the 221 (d)(3) limits for the area, no 
further justifications will be required from the developer. If the per unit costs 
are higher, written justification explaining exactly why the additional costs are 
needed, will be required. The justification will be examined by the tax credit 
review committee which will recommend acceptance or denial of the 
justification to the executive director, who will make the final determination. 

Total development costs for the purposes of calculating the development fee 
will not include the builders profit if there is an identity of interest between the 
developer and the contractor/builder. 

I. Appeal Procedures 
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The procedures for filing an appeal of the revocation of a credit reservation are 
outlined in Alaska Administrative Code ( 15 AAC 151. 830). An applicant has 10 days 
to submit a written protest of the decision. The 10 days stans from receipt of the 
letter informing the applicant of the decision. 
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The letter of protest should include the name, address, telephone number of the 
applica.i,t, the name of the project receiving the credit ~llocation, an explanation of 
the protest, and a statement of the relief requested. 

The Corporation will respond within 30 days. The Corporation's decision may be 
appealed to the Board of Directors, within l O clays of the receipt of the response to 
the protest. The decision of the Board of Directors is final. 

J. Allocation Plan Priorities 

The criteria used to evaluate applications is based on the following: 

1) accessibility for the elderly, the physically handicapped, the mentally 
ill, the developmentally disabled, the homeless, or other special needs 
populations. 

2) the number of units available for larger families (three or more 
bedrooms). 

3) the number of units constructed or rehabilitated in the project. 

4) location of the project in rural communities. 

5) a high degree of competition in the rental market, reducing the 
affordability of existing rental housing in the project area. 

In addition to "extended use" and "serving the lowest income tenant" criteria, U.S.C. 
Section 42 requires additional criteria to be used in the selection of credit 
~µplications. These criteria are listed below and are included in the selection criteria. 

l) project location 
2) housing needs characteristics 
3) project characteristics 
4) sponsor characteristics 
5) targeting individuals on public housing waiting lists 
6) participation of local tax-exempt organizations 
7) targeting special needs populations 

K. Transfer of Credit Allocation Prior to Placement in Service 

Ver. 1,94 

If plans to alter the ownership of the project are being considered, the Corporation 
must be notified in writing at least 60 days prior to the intended change. For the 
transfer of a credit allocation to occur, specific legal documents must be submitted to 
the Corporation prior to approval. These documents may include: 
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1. Copy of recorded deed showing transfer of the property title between the two 
entities. 

2. Copy of provisions within new and old owners' incorporation documents 
relating to transfers of real property. 

3. Certification by an authorized representative, of both parties, as to the true 
transfer of the property title and that it is not a mongage or transfer for 
security purposes. 

4. 

5. 

Copy of provisions within 
both partnership agreements 
relating to transfers of real 
property. 

Certification by authorized 
representatives approving the 
transfer of the property and 
identifying authorized 
signatures. 

Prior written approval, from the 
Corporation, must be obtained before a 
sale or transfer of any portion of a 
propeny receiving a conditional or 
fonnal allocation of credits can be 
executed. 

6. Certification by authorized representative or opinion of an attorney that the 
new pannership legally exists and has full power to effect the proposed 
transfer, that the agreement between parties is a legal, valid and binding 
obligation of the pannership and that the transfer of the propeny does not 
violate the pannership agreement, any resolutions of the pannership, or any 
laws, regulations, administrative orders, contracts or other agreements which 
apply to the pannership. 

7. Copy of preliminary title insurance commitment/repon showing new 
pannership as the owner of the property. 

The exact form of the documentation listed above may vary depending on whether a 
transfer involves two pannerships, general panners within a pannership, or transfer 
of the credit allocation without a transfer of real property. 

Once the Corporation has determined to its satisfaction that the transfer is legal and 
appropriately documented, a transfer agreement will be executed. The transfer 
becomes effective upon the date signed by the Corporation's representative and 
released to the panies to the agreement. 
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L. Affirmative Marketing Agreement 

All project sponsors will be required to sign an Affirmative Marketing Statement 
which outlines their obligations to provide equal access to housing for individuals 
regardless of race, creed, color, age, sex, familial status, or national origin. This 
statement will also require the sponsor to describe how they intend to reach minority 
and special needs groups with advertising. 
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IV. APPLICATION SELECTION CRITERIA 

Applications will be ranked according to the number of points received under the primary 
category first. The applications will then be evaluated based on the secondary criteria. 

A. Primary Criteria 
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1) Serving The Lowest Income Tenants 
(Maximum 16 points) 

Additional points may be received for targeting populations with lower 
incomes than those required under Section 42 occupancy restrictions. Points 
will be awarded based on the percentage of units affordable to the populations 
below 50% of area median gross income, above the 20% minimum set aside. 

Points 
2 21 - 30% of units. 
4 31 - 40% of units. 
6 41 - 50% of units. 
8 51 - 60% of units. 
10 61 - 70% of units. 
12 71 - 80% of units. 
14 81 - 90% of units. 
16 91 - 100% of units. 

"Affordable rent" is defined as 30% or less of the gross monthly income. 

2) Extended Low-Income Use 

Section 42 requires a 30 year extended use agreement with an option to sell 
after 15 years. Three (3) points will be added to a proposal for every 
additional five (5) years of low-income use the applicant will commit to 
beyond the minimum 15 year compliance. (Maximum 9 points) 

3) Accessibility To Special Needs Populations 
(Maximum 5 points) 

Award of these points will be based on information contained in the 
application. An application shall not receive any points for meeting the 
minimum level of accessibility required by federal fair housing law, applicable 
to the project. 

Points will be awarded based on the extent of the commitment stated in the 
application. 

13 

33 



4) Public Housing Waiting Lists 

A maximum five (5) points may be awarded to applications that contain a 
written commitment to give priority to households on waiting lists for 
subsidized housing. A commitment may consist of accepting tenants receiving 
rental subsidies (Section 8 program) and established gross rents below the Fair 
Market Rent limits established by the Department of Housing and Urban 
Development. 

Nothing in this subsection shall be construed as entitlement, for prospective 
applicants, to have access to waiting lists for subsidized housing. 

5) Rural Housing Preference (Maximum 5 points) 

Ver. 1194 

Based on how far the site is from an "urban location", where "rural" is 
defined as a small community with a population which is less than 5,500 and 
is not connected by road or rail to Anchorage or Fairbanks; or a population of 
1,400 or less that is connected by road or rail to Anchorage or Fairbanks. 

6) High Cost Areas (Maximum 5 points) 

Up to five (5) points may be awarded if the project is located in a qualified 
census tract or a difficult development area. A complete list is available from 
the Corporation. 

7) Local Government/Community Participation 
(Maximum 5 points) 

Applicants must show documented support for the project from the local 
government and or community groups. Projects which leverage other 
state/local/community financial (cash or in-kind) support will receive higher 
points than those just providing letters of support. 

8) Need For Low-Income Housing In The Area (15 points) 

A maximum of fifteen points may be awarded based on the applicant's ability 
to show a significant lack of affordable (to the population below 60% of area 
median eross income) rental housing in the area. Material that can be used to - • -
show need are letters from community groups or local government, market 
studies or demand analysis, waiting list information for subsidized housing, 
vacancy rate information, or any other information that will support a claim. 

A combination of two or more of these information sources will be necessary 
to receive maximum points. 
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The maximum points possible in the primary category is 65. Applicants must receive at least 
25 points in this category for the application to be accepted for review by the Corporation. 

B. Secondary Criteria 

Ver. 1/94 

1) Participation By Local Tax-exempt Organizations (Maximum 2 points) 

A qualified non-profit must be involved in the project on a regular, continuous 
and substantial basis in both the development and operation of the project (See 
definition in section VIII). 

2) Availability For Larger Families (Maximum 13 points) 

Points are based on the percentage of units with 2 or more bedrooms. 

13 points 
6 points 
0 points 

25 % or more 3 + bedroom units 
50% or more 2+ bedroom units 
less than 50% 2+ bedroom units 

3) Density Of Units (Maximum 5 points) 

For new construction: 

0 points 
2 points 
5 points 

51 or more 
25 - 50 
less than 25 

At the Corporation's discretion, points may be awarded for project designs that 
group a small number of the total units together with open spaces, in a 
development with 50 or more units. 

For acquisition with rehabilitation or just rehabilitation: 

5 points 
2 points 
0 points 

51 or more 
25 - 50 
less than 25 

NOTE: Rehabilitation costs must be the greater of $3,000 per unit or 10% of 
the adjusted basis for the building. 

4) Sponsor Characteristics (5 points) 

Toe applicant's experience with the tax credit program, the Alaskan 
construction industry, and/or the ownership and management of rental housing. 
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5) Project Characteristics (10 points) 

Elements examined may include, but are not limited to, innovative designs, 
appropriateness for local housing market, energy conservation, compliance 
with State lighting and thermal standards, preservation of existing low-income 
stock, and location within the jurisdiction. 

Total number of points in primary criteria: 65 
~ Total number of points in secondary criteria: 

Total points possible: 100 
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V. APPLICATION SUBMISSION REQUIREMENTS 

Applicants must submit a completed application package, which includes forms provided by 
the Corporation. Each application package will be evaluated for completeness based on the 
checklist included in the packet. If the material submitted is not complete, and the 
application deadline has passed, the application and fee will be returned. If the application 
deadline has not passed, the applicant will have until the deadline to submit the additional 
information. 

Applications which do not receive at least twenty-five (25) points when ranked under the 
primary selection criteria will be rejected and the application fee will not be returned. If the 
application is resu_bmitted within the same allocation period, no additional application fee is 
required. 

An application that is resubmitted must describe how the project characteristics have changed 
so that it meets the 25 point threshold for ranking. A rejected application that is resubmitted 
in a subsequent allocation period must be accompanied by the application fee. 

Applications for tax credit are evaluated three times. The evaluation stages, and the 
threshold requirements for each, are listed below. 

A. First Stage Evaluation - Acceptance 

1) Complete application form. 

2) Certification of all state, local and federal subsidies. 

3) Project costs and revenue estimates. 

4) Evidence that project construction, rehabilitation, or acquisition will start 
within 180 days of credit reservation (evidenced by project schedule). 

5) Payment of application fee. 

6) Preliminary evidence of the application meeting the minimum number of points 
under the primary criteria. 

7) Project is eligible to receive tax credits. 

If these conditions are satisfied then the application will be accepted for evaluation by the 
review committee. 
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B. Second Stage Evaluation - Conditional Allocation 

1) Certification of all state, local and federal subsidies. 

2) Permanent financing commitments, if available. 

3) Site control and all necessary federal, state, or local permits. 

4) Updated cost and revenue projections. 

5) Syndication or parmership agreements, if applicable. 

6) Ranking by evaluation review committee. 

7) Evidence of sufficient housing demand in project area to maintain project 
viability. 

8) Relocation plan if current residents are displaced. 
(For acquisition and/or rehabilitation applications) 

Once these conditions are met, an application may be given a conditional allocation of credit 
(reservation). 

Within 90 days of the receipt of the reservation letter, an applicant must show evidence of 
financing commitments, or significant progress in securing commitments. Actual 
construction, site development, etc. shall begin within 180 days of the receipt of the 
reservation letter. Extensions for the 180 day construction start may be granted by the 
Corporation upon demonstration of reasonable cause. 

Eligible applications not ranked high enough to receive an allocation in the period reviewed 
will automatically be considered in a subsequent allocation period in the same allocation 
year. An additional application fee shall not be required. In this event, the Applicant will 
be notified of the status of the application and given an opportunity to amend the application. 

C. Third Stage Evaluation - Allocation Documents 

Ver. 1/94 

1) 

2) 
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.J J 

4) 

Certification of all state, local and federal subsidies. 

Cost certification. 

Low-income use agreement (restrictive covenant). 

Certificate of occupancy/completion. 
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5) Payment of processing fees. 

6) Permanent financing commitments. 

7) Affirmative Fair Housing Marketing Statement 

When the Corporation has received and accepted all requested documentation and required 
fees and determined to its satisfaction that the applicant and project comply with all 
requirements of Internal Revenue Code Section 42, other applicable sections of the IRS code, 
and regulations adopted under the code, the Corporation will issue a low-income housing 
credit allocation certification signed by the Executive Director. 

A copy of the certification shall be sent to the applicant for his/her federal tax return. 
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VI. PROGRAM FEES 

The fees for Alaska's 1994 LilITC program are: 

1. Application Fee: Non-refundable 
$500 for non-profit sponsors 
$1,000 for all other sponsors 

Due at time of application. 

Project Review and Allocation Fee: Non-refundable 

Non-Profits: 1-4 Units 
5-10 Units 
11 + Units 

Maximum: $10,000 

For-Profits: 1-4 Units 
5-10 Units 
11 + Units 

Maximum: $20,000 

No Fee Required 
.5% ten year credit 
1 % ten year credit 

No Fee Required 
.5% ten year credit 
1 % ten year credit 

For projects receiving a permanent financing commitment from the Corporation, the 
Owner may choose to pay either Ltie maximum processing fee or 75 % of the estimated 
fees as calculated above. 

The processing fees are due upon issuance of the IRS Form #8609 or a carry-over 
agreement pursuant to Section 42(h)(l)(E), whichever comes first. 

3. Annual Compliance Monitoring Fee: Non-refundable 

All Projects: 
FmHA 515 Projects: 

Late Fee: 

$20 per low-income unit up to a maximum of $1,000 
$15 per low-income unit up to a maximum of $300 

$25 per day 

All fees shall be established by the Corporation and reviewed by the Executive Director on a 
yearly basis to insure they adequately cover the admirjstrative cost of the program. 
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VII. COMPLIANCE MONITORING PLAN 

(a)(l)(A) Monitoring Authority - All projects "placed in service" since the 1986 enactment of 
the Low-Income Housing Tax Credit Program, are subject to monitoring for compliance with 
the rules and regulations of 26 U.S.C. Section 42. 

(B) The compliance monitoring of all tax credit projects will be conducted by the 
Alaska Housing Finance Corporation (the Corporation), or a designee of the Corporation, in 
accordance with the procedures outlined below. The Corporation's obligation to monitor for 
compliance with the requirements of Section 42 does not make the Corporation liable for an 
owner's noncompliance. 

(C) The areas to be reviewed for compliance shall include, but are not limited to: 

1. Tenant income qualifications, calculations and appropriate supporting 
documentation. 

11. Gross rent payments and any components of the gross rent figure. 

m. The vacancy history of the low-income and market rate units. 

1v. Items agreed to in the extended use agreement. 

v. Certifications made by the Owner during the application process 
regarding project design and other building characteristics (e.g. 
accessibility for people with disabilities, use of non-residential space. 
etc.). 

vi. The annual amount of eligible basis and the applicable fraction claimed 
for the property. 

(b)(l) Record Keeping - The owner of a project receiving a credit allocation shall maintain 
project records (A - I, below) for six (6) years past the due date (with extensions) for filing 
the federal income tax return for that year. The records for the first year of the credit period 
must be retained for at least 6 years beyond the due date (with extensions) for filing the 
federal income tax return for the last year of the compliance period of the building. The 
records must include, but are not limited to, the following: 

(A) the total number of residential rental units in the project (including the number 
of bedrooms and square footage of each residential rental unit). 

(B) the percentage of residential rental units in the building that are low-income 
units. 
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(C) the rent charged on each unit in the project, including the utility allowance 
used. 

(D) the vacancy history of the low-income units and information that shows when 
and to whom the next available units were rented. 

(E) annual income certifications for each low-income tenant and sufficient 
documentation to prove that annual income was calculated in a manner 
consistent with the requirements of Section 8 of the U.S. Housing Act of 
1937. 

(F) the character and use of the non-residential portion of the building(s) within 
the project (common areas, etc.) if included in eligible basis. 

(G) the number of occupants in each low-income unit. 

(H) the eligible basis and qualified basis of the building at the end of the first year 
of the credit period. 

(I) evidence that supports any of the project characteristics the Owner may have 
certified to, in his/her application for tax credits, to receive points in the 
ranking process. 

(2) Corooration Record Retention - The Corporation must retain the records and . , . -
cenifications used to review the projects for compliance, for three years after the end of the 
calendar year in which it receives them. If non-compliance is found, records and 
certifications related to that specific compliance review must be retained for 6 years beyond 
the filing of the IRS Form 8823. 

(c)(l)(A) Monitoring Review Procedures - Upon request from the Corporation, the owner of 
the subject project shall submit project information required by the Corporation to complete a 
monitoring review. The required information is detailed in section (b)(l), above. After 
receipt of the information described in section (b)(l), the Corporation will review the 
documentation for compiiance with 26 U.S.C. Section 42. Tne Corporation shall notify the 
owner within 15 working days as to the result of the initial review. If additional information 
is required by the Corporation to complete its review the owner shall respond within 10 
working days. A $25 per-day late fee will be assessed on sponsors who do not submit the 
requested compliance information within the deadlines established by the Corporation. 

(B) Ir,specrior,s - The Corporation has the right to perform audits which may include 
site inspections on any tax credit project during the full term of the agreed upon compliance 
period or eighteen (18) years, whichever is greater. The compliance period is established in 
an extended-use agreement, which is recorded as a restrictive covenant when the project is 
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placed-in-service. The focus of the inspection(s) will include, but not be limited to, those 
items referred to in (a)(l)(C) and (b)(l), above. 

(C) Minimum Monitoring Standard - The Corporation will, on an annual basis, 
require all owners of Alaskan tax credit projects to submit a copy of the annual income 
cenification, the documentation used to support that certification, and the rent record for a 
minimum of 20 percent of the units within their projects. 

(D) Required Certificanons - In addition to the required information referred to in 
section (b )( 1) above, owners of tax credit projects shall submit annual certifications attesting 
to their compliance with the requirements of Section 42, under penalty of perjury. The 
owner shall also certify that the resident of the low-income facility was informed of the 
Corporation's right and intent to review tenant income certifications for compliance with 
Section 42 and the procedures of this section. A certification form is available from the 
Corporation. 

(E) Exceptions For Fanners Home Administration (FmHA) Projects - Projects that are 
financed under FmHA's section 515 program, may submit the same tenant income 
certification forms to the Corporation, as are required by the FmHA. 

(d)(l) Calculating Family Income - (A) All families of the low-income portion of a building 
receiving tax credits must be income qualified. Owners of tax credit projects shall use the 
guidelines established by the U.S. Department of Housing and Urban Development (HUD) 
for the Section 8 Voucher and Certificate program for calculating family income. 

(B) Technical Assistance - The Corporation's statewide Section 8 office 
personnel will be available to provide limited technical assistance to Owners unfamiliar with 
Section 8 income estimation procedures. For the location of the Section 8 office nearest to 
the project, contact the Alaska Housing Finance Corporation at (907) 561-1900 or 800-478-
2432. A Compliance Procedures Manual is available from the Corporation. 

(e)( 1) Notification of Non-Compliance - (A) If the Corporation does not receive the required 
cenifications, is denied access to income certification forms, support documents, or rent 
records for any tenant family or unit, or finds general non-compliance with the requirements 
of Section 42, the owner will be immediately notified of the violation, in writing, and the 
time period for correcting it. 

(B) Correction Periods - An owner shall have sixty (60) days, from the date of 
the notice of non-compliance, to correct the finding, except in the case of a missed 
cenification where the cure period is 10 working days. 

(C) IRS Notification - The Corporation will notify the Internal Revenue Service 
(IRS) of a finding of non-compliance within 45 days of the end of the correction period, 
regardless if the finding was corrected. The Corporation will also notify the IRS of instances 
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of non-compliance that it becomes aware of that may have occurred prior to January 1, 1992. 

(f)(l) Afonitoring Fees - (A) An annual fee will be charged to all projects for compliance 
monitoring, except where otherwise noted in (f)(l)(C). The monitoring fee shall be 
established by the Corporation and reviewed on a yearly basis to insure it adequately covers 
the administrative cost of monitoring. 

(B) The first credit year's monitoring fee shall be payable upon issuance of the 
IRS Form 8609. For the following years, the monitoring fee shall be payable by the 
anniversary of the placed-in-service date for the project. 

(C) For projects placed in service before December 31, 1989, there will be no 
monitoring fee assessed. All other monitoring requirements apply. 

(D) Failure to pay the monitoring fees by the established due date will 
constitute a violation of the terms of the extended use agreement, under which a credit 
allocation is made. Toe applicant will be barred from receiving any future credit 
reservations and the Corporation will reserve the right to pursue a legal action and or the 
recapture of the credit allocation to the fullest extent permissible by state and federal law. 

(h) !Joniloring Office Contact - All information requested under t!iis section shall be 
submitted to: 
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Alaska Housing Finance Corporation 
P.O. Box 101020 
Anchorage, Alaska 99510 
Attn: Internal Audit Department 
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VIII. CLARIFICATIONS 

The Corporation's evaluation of an application is not a warranty of the viability or feasibility 
of the project. 

No member, officer, agent or employee of the Corporation may be held personally liable 
concerning any matters arising out of. or in relation to, the allocation of low-income housing 
credit. 

The board of directors or the executive director may waive all or part of the provisions of 
this plan if the Board of Directors or the Executive Director determines that such a waiver is 
in the best interest of the LIHTC program in Alaska and that such a waiver does not cont1ict 
with the requirements of U.S.C. Section 42, and there is good cause for the waiver. 

An established protest and appeal process for the allocation of tax credits, by the 
Corporation, is described in Alaska Housing Finance Corporation's regulation 15 AAC 
151. 700-890. 

The Depanment of Housing and Urban Development (HUD) requires tax credit applicants 
who apply for HUD mongage insurance or subsidy programs, to declare their intention to 
apply for tax credits. The Corporation will notify HUD' s Anchorage Field Office of all 
applications for the tax credit. 

The Corporation and the Farmers Home Administration (FmHA) have entered into 
Memorandums of Agreement to share information on the underwriting and servicing of 
Section 515 loans made to developers receiving tax credit allocations. The Corporation will 
provide F mHA any appropriate information regarding tax credit applications that also receive 
Section 515 financing. 

The Corporation may not allocate any credits to an acquisition/rehabilitation project if 
Section 8 Moderate and Rehabilitation funding is involved. 

[t is the responsibility of the tax credit applicant to comply with all requirements of U .S.C. 
Section 42 whether or not they have been specifically addressed in this allocation plan. 

The Alaska Housing Finance Corporation reserves the right to amend this allocation plan as 
required by either federal law and regulation or by the practical administration of the Low­
Income Housing Tax Credit Program. 
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IX. DEFINITIONS 

In the LIHTC Pian: 

(1) "allocating agency" means the Corporation of the State of Alaska designated to 
allocate tax credit under the low-income housing credit program. 

(2) "annual credit ceiling" means the annual amount established for allocation in 
the state under 26 U.S.C. 42(h)(93)(c). That amount is $1.25 multiplied by the state 
population. 

(3) "applicant" means an individual or individuals applying for tax credit on a 
qualified project under Section 42 of the Internal Revenue Code (LllITC program). 

(4) "chief executive officer" means the he.ad of the local governmental jurisdiction 
in which the project applying for credits is located. 

(5) "compliance period" means the 15 years over which a project must continue to 
meet various LIHTC requirements in order to avoid tn credit recapture. The period begins 
with the first taxable year of the credit period. 

(6) "construction costs" are defi_ned as all costs incurred in the construction of the 
project that are related to the work of the contractor. Soft costs incurred by the developer 
are not considered as "consttuction costs" for purposes of estimating the builder profit, 
overhead or gener.tl requirements. Toe estimate cf builder profit would include overhead 
and generai requirements as well other soft costs included in the contractor's scope of work. 

(7) "Corporation" means the Alaska Housing Finance Corporation. 

(8) "eligible basis" means a component of the qualified basis of an LilITC 
project: the eligible basis is generally equal to the cost basis of the project. 

(9) "fair market rent" means the rent payment limits established by the Department 
of Housing and Urban Development for recipients of Section 8 certificates and vouchers. 

(10) "gross rent" means the maximum rent a tenant may be charged under the 
LIHTC Program. Gross rent includes utilities. Gross rent is calculated by multiplying the 
income election (60%. 50%. 40%) of area median annual gross income by 30 percent and 
dividing that number by twelve. 

( 11) "intermediary costs" refers to the costs associated with the sale or syndication 
of the credits. These costs may include, but are not limited to, parmership organization fees, 
syndication costs, attorney, accountant or project consulting fees. 
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( 12) "qualified non-profit" is defined in 26 U.S.C Section 42 (h)(5)(c) as (a) an 
organization described in paragraphs 3 and 4 of Section 501 (c) of the Internal Revenue Code 
and is exempt from tax under sec. 501(a); and (b) one of the organiz.ations exempt purposes 
includes fostering of low-income housing and; (c) the State housing credit agency (the 
Corporation) has determined that the organiz.ation is not affiliated with or controlled by a for­
profit organiz.ation. 

(13) "rural" means a small community with a population which is less than 5,500 
and is not connected by road or rail to Anchorage or Fairbanks; or a population of 1,400 or 
less that is connected by road or rail to Anchorage or Fairbanks. 

(14) "Section 8 Program" means the federally subsidized rental housing program 
operated by housing authorities or the U.S. Department of Housing and Urban Development. 
The rental subsidy may be in the form of either certificates or vouchers. 

(15) "special needs populations" means elderly, people with physical or mental 
disabilities, the developmentally disabled, the homeless, or other groups that have special 
housing needs. 

(16) "total development costs" are defined as all cost incurred on the project, 
except the development fee and builders profit when there is an identity of interest between 
the developer and the builder/contractor. 

(17) "20% set-aside" means 20% of the units in the project are reserved for 
households whose incomes are at or below 50% of area median gross income. 

(18) "40% set-aside" means 40% of the units in the project are reserved for 
hnt"::>holds whose incomes are :it or below 60% of area mec:~.n ;ross i";come. 
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LOW-INCOME HOUSING TAX CREDIT PROGRAM 
SUMMARY 

The Low-Income Housing Tax Credit Program is operated by the U.S. Department of 
Treasury, Internal Revenue Service. The program allows owners/developers to take a credit 
or reduction on their federal income tax in exchange for building or rehabilitating low­
income housing, subject to a 30 year use-agreement. 

This summary is intended as a brief introduction to the program and does not contain all the 
necessary information needed by a taxpayerideveloper to apply for, or comply with the rules 
of the tax credit program. The Alaska Housing Finance Corporation (the Corporation or 
AHFC) administers the tax credit program in Alaska. 

Statutory and Credit Allocation Authority 

The Low-Income Housing Tax Credit program was created as part of the Tax Reform Act of 
1986. The laws governing the program are contained in Section 42 of the Internal Revenue 
Service Code. 15 Alaska Administrative Code (AAC) 151.710-840 governs the allocation of 
the tax credit in Alaska. 

The amount of credit each state has available to allocate is based on population. Each state 
is allocated $1.25 per person. Each state is also entitled to carry forward the unused portion 
of the previous year's state cap. Alaska's allocation for 1993 was approximately $733,750. 

Ten percent of the state cap must be set-aside for projects with qualified non-profit 
participation. A "qualified non-profit" is defined under section 50l(c) subsection (3) and (4) 
of the IRS code. One of the non-profits stated purposes must be the fostering of low-income 
housing. 

IT IS THE RESPONSIBILITY OF THE TAXPAYER WHO APPLIES FOR THE TAX 
CREDIT TO ASCERTAIN THE APPROPRIATENESS OF THE TAX CREDIT TO THE 
TAXPAYER'S FEDERAL INCOME TAX SITUATION. 

Building Eligibility 

Projects may qualify for tax credits if they are for new construction, acquisition and 
rehabilitation, or just rehabilitation. Tax credits can be used on any size and type of 
housing, from single family homes to multi-family complexes. In general, these properties 
must be rental units. 

Acquisition credits may be claimed only if the property has not been placed in service in the 
ten years prior to the sale to the owner applying tax credits. Substantial rehabilitation and a 
change in ownership may create a new placement in service date. Tilis requirement is called 
the "ten year rule. " 
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The IRS may waive the ten year rule in order to avoid a federally assisted property from 
going into default, low-income housing from being lost due to prepayment of a federal 
mortgage, or to purchase a property from a failed depository institution. Owner-occupied 
single family residences are exempt from the ten year rule. 

Program Set-Aside for Low-Income Families 

To get tax credits, a qualified project must have a minimum of 20 percent of the units set­
aside for families at 50 percent of area gross median income (AGMI) or a minimum of 40% 
of the units for families at 60% of AGMI. For projects that have greater than 40% of the 
units set-aside, the 60% AGMI measure is used. The AGMI is used to determine qualifying 
family income and maximum rents. Any set-aside election, once made, is irrevocable. 

Allowable Rents Charged to Tenants 

The gross rent (including utilities) is restricted to 30% of the qualifying income for the 
family size appropriate to the unit. The IRS assumes there are 1.5 persons per bedroom of a 
unit. As an example, the gross rent for a one bedroom unit would be 30% of the applicable 
qualifying income of a family with 1.5 people. The appropriate family sizes per number of 
bedrooms are: 

Studio 
1 Bedroom 
2 Bedroom 
3 Bedroom 
4 Bedroom 
5 Bedroom 

- one person family 
- 1.5 person family 
- 3 person family 
- 4.5 person family 
- 6 person family 
- 7.5 person family 

Example: How do you calculate the gross rent for a 1 bedroom unit'? 

Qualifying income of 1.5 person family = $18,000 

$18,000 X .30 = $5,400 
$ 5,400/12 = $450 

The gross rent figure includes utilities and any other fees for services that residents are 
required to pay (ie. storage fees, rec room fees, etc.). 

Gross family income must be calculated using the guidelines of the U.S. Department of 
Housing and Urban Development's (HUD) Section 8 Rental Assistance Program. The 
income guidelines used for the qualifying income and rent calculations are estimated on a 
yearly basis by HUD. Attached to this summary is a copy of the HUD low-income 
guideiines for Aiaska. 
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Extended Use Reguirements 

To receive a tax credit allocation, applicants must sign an Extended-Use Agreement (the 
Agreement) that will insure compliance with the set-aside requirements (20%-50% or 40%-
60%) for a minimum of 30 years. The Agreement is recorded as a restrictive covenant to 
the deed. The Agreement is also binding upon successor owners of the property. 

After year 14, the owner may notify the Corporation that they wish to sell their interest in 
the low-income portion of the property. The Corporation has one year to locate a qualified 
buyer. If the Corporation can not find a qualified buyer for the owners interest, the 
Agreement may be terminated. The Agreement may also be terminated by a foreclosure 
action. 

If the Agreement is terminated for lack of a qualified buyer, or foreclosure, a three year 
prohibition against evicting current tenants (except through just cause) will take effect. In 
addition, the rent charged to low-income tenants may not be increased during this three year 
period. 

If the applicant/owner certifies to the 30 year set-aside restrictions during the 
application/allocation process, the agreement may only be terminated through foreclosure. 

Meeting the State's Priorities 

Before a reservation (conditional allocation) is awarded, each application is ranked according 
to the State's qualified Allocation Plan. The Allocation Plan consists of primary and 
secondary criteria that represent state and federal priorities for tax credit projects. Points are 
awarded to an application based on how well it addresses the criteria listed. 

An application must receive a minimum of 25 points in the primary criteria or it will be 
rejected. Tax credit reservations are made based on the point rankings and the 
Corporation's determination of feasibility. In case of a tie, the application with the highest 
primary criteria ranking will receive credits first. 

What Are the Credits Based On 

The amount of credit a taxpayer/developer can apply for, is based on the actual 
construction/rehabilitation costs associated with the number of units set-aside for low-income 
use. This amount is called the eligible basis. In general, only depreciable items may be 
included in eligible basis. Land acquisition costs and some financing charges can not be 
included in eligible basis. In addition, the costs associated with commercial portions of the 
building, or services that require voluntary payment (charges for garages, etc.) can not be 
included in eligible basis. 
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For projects that apply for acquisition and rehabilitation or rehabilitation credits only, an 
average of $3,000 per unit, or 10 percent of the eligible construction costs, must be spent 
within a 24 month period of time. 

Qualified basis is equal to the eligible basis multiplied by the applicable fraction of the 
property. The applicable fraction is equal to the smaller of the floor space percentage or the 
unit percentage. 

The maximum credit allowable under Section 42 is the qualified basis multiplied by a tax 
credit percentage. The tax credit percentages are established by the U.S. Department of the 
Treasury on a monthly basis. 

For new construction projects that have federal subsidies involved in the financing (Farmers 
Home Administration, HUD or tax-exempt financing) a 4% tax credit percentage is used to 
estimate the maximum allowable credit. For new construction or substantial rehabilitation 
with no federal subsidies, a 9 % credit percentage is used. The actual percentage rate varies 
from month to month so as to maintain. a present v:t lue over ten years equal to 70 % (9 % 
credit) or 30% (4% credit) of the building(s)'s qualified basis. 

If the buildLrig(s) are lorJ:ited L11 a "high cost area"; the eligible basis may be increase by 
30%. The "high cost area" designation is detemi111ed by HUD. A complete list of these 
areas in Alaska, is attached. 

Determining Federal Subsidy 

A federal subsidy is considered any obligation for which the interest is exempt from tax 
under Section 103 of the IRS Code, or any below market federal loan. A below market loan 
is defined as any federal loan with an interest rate below the applicable federal rate. 

Selecting the Credit Percentage 

The Corporation will reserve credits based on the appropriate tax credit percentage 
determined by the IRS for the month in which the application round ends. Tne credit 
percentage used for the final allocation will be the rate issued by the IRS for the month in 
which the project is placed in service. 

The taxpayer may select a credit percentage specified for a particular month, by entering into 
a binding reservation agreement with the Corporation. For bond-financed projects, the credit 
percentage would coincide with the month the tax-exempt bonds are issued. The election of 
a credit percentage must be made within 5 days after the end of the month in which a 
commitment as to the credit amount is made between the corporation and the applicant. 
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How A1mlications are Evaluated 

The IRS Code governing the administration of the program requires The Corporation to 
allocate only that amount of credit that is necessary to insure the viability of the project. 
"Viability" is considered to be the maximum amount of credit needed to insure that the 
project can be completed. The maximum amount of credit may be awarded only in cases 
where it is absolutely necessary. This rule also applies to the "high cost area" credit. 

The Corporation is also required to examine a project for financial feasibility. This means 
the project must be capable of generating enough cash flow to support the debt service and 
all operating costs. 

The Corporation determines the "viability" and "financial feasibility" by evaluating all the 
sources of funds (loans, grants, subsidies, proceeds from the sale of credits) and the uses of 
funds (construction costs, soft costs, operation and development costs). 

The Corporation's determination of the appropriate credit amount is not a representation or 
warranty as to the qualification of such buildings or project for such tax credit, the financial 
feasibility of such project or its viability as a low-income housing project, and may not be 
relied upon as such by the applicant, owner, developer, investor or lender or any other 
person. 

Value of the Credit 

The value of the credit is determined by the offers the owner/taxpayer receives for the credit 
through syndication. That value may range from $.30 to .60 per dollar. During the 
application process, the applicant/taxpayer estimates how much he/she will receive for the 
credit. 

That credit value is used by the Corporation in it's evaluation of the viability of the project 
and in making a credit determination. Unless the Corporation's knowledge of credit value 
conflicts with that indicated in the application, the applicant's estimate of "value" will be 
used. 

Calculating the Credit Amount 

This is an example of how a taxpayer estimates how much credit to apply for and how the 
Corporation makes a credit determination. 

This example assumes that there are no federal subsidies and the applicable fraction is 100 % . 
The project is for new construction. Total development costs (hard and soft costs, including 
land) equal $6,000,000. The project has secured a permanent financing commitment for 
80% of the total project costs. 
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Eligible Basis: 
(Not including Land) 

Multiplied By Applicable Fraction: 

Total Qualified Basis: 

Multiplied By Applicable Percentage: 

Maximum Credit Allowed 
Per Year For 10 Years: 

Ten Year Credit Amount: 

$5,000,000 

100% 

$5,000,000 

.09 

$ 450,000 

$4,500,000 

1. 

2. 

4. 

5. 

Line 5 represents the total amount allowed under Section 42 of the IRS code. It also is the 
maximum a developer/owner may apply for. 

If the project is syndicated and assuming $.48 per $1 of credit for the proceeds from selling 
the ~re.nit~; 

Total Proceeds To Developer: $2,160,000 7. 

If the project was in a "high cost" area. line 1 could be increased by 30 percent. 

Line 5 assumes that the developer got the maximum credits allowed under Section 42. 
Under the 1989 amendments to the program, Congress instructed state agencies to allocate 
only what was necessary to make the project viable. 

To determine the appropriate amount of credit under this mandate, the Corporation uses a 
"gap financing" method. That is, applying credits to the difference between total sources of 
funds and the total uses of funds. This difference is called the Equity Gap. 

In the example above, if the developer was only able to finance 80 % of the total 
development costs, then the gap would be $1.2 million dollars (20% of $6 million). 
Dividing the "gap" by the dollar value of the credits ($.48) equals $2,500,000. Dividing this 
figure by 10 is the amount of credit that would be allocated on a yearly basis ($250,000) for 
ten years. The maximum the Corporation would allocate, in this case, would be $250,000 
per year. 

This is a basic outline of how the Corporation allocates credits. AHFC may allocate the full 
amount of credit to a project when it is necessary to make the project work. Tne 
Corporation reserves the right to deny credits, or reduce the amount of the allocation based 
on its review of the application. 
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Limits on the Use of the Tax Credit 

There are two ways that the tax credit program can produce benefits to a owner of low­
income housing. The first is for people who wish to reduce their individual tax burden at the 
end of the year. Assuming a 28% tax bracket, a person could deduct up to $7,000, per year 
for 10 years, off the amount of tax owed the IRS. 

The second way, and the most common, is for the owner of the building(s) qualifying for tax 
credits to syndicate the project. The tax credits can be sold to investors, who are subject to 
passive loss, passive credit, and at-risk rules in federal tax law. The credits can be sold 
either through intermediaries (syndicators) or directly to investors like banks, foundations, oil 
companies or native corporations. 

Some corporations not subject to passive credit and at-risk tax rules may be able to use an 
unlimited amount to tax credit. 

Administrative Procedures 

Applications may be submitted to AHFC during one of the two application rounds ending 
February 28 or May 15 of each year. The application will be accepted as long as it is 
arrives by the end of the working day on the two dates mentioned above. If either of these 
dates should fall on a weekend, the following Monday will become the deadline. 

Once an application is reviewed for completeness, it undergoes an initial point ranking to 
insure that it meets the allocation plan threshold criteria (25 points) and is financially feasible 
and viable. If accepted, the application is ranked by a review committee which establishes 
the order in which tax credits will be allocated to the applications. 

The committee reviews the application for financial feasibility and viability and makes a 
recommendation to the Executive Director of AHFC on the credit amount to be allocated. If 
the executive director approves the reservation, then notification letters are sent to the 
applicants. 

The final allocation of credits is not made until the project is placed in service and all 
processing fees have been paid. After a project is placed in service, AHFC will issue IRS 
Form 8609 notifying the IRS, and the developer, of the allocation decision. 

Carry Over Provisions 

In general, the final allocation of credits must occur within the same calendar year the 
building(s) project is placed-in-service. If a project is unable to be completed during the 
same calendar year as the reservation (conditional allocation) was made, a carry-over 
allocation may be awarded. 
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At least 10 percent of the total project costs must have been incurred before December 31st, 
of the year the project receives a reservation of tax credits, for a project to be eligible for a 
carry-over. Toe applicant/developer has two calendar years to complete the project. The 
expenditures necessary to meet the 10% must be spent by the entity applying for the tax 
credit application. In addition, there are specific IRS rules regarding what is an eligible 
expense for the 10 % calculation. 

Compliance Monitorin~ 

AHFC monitors all tax credit projects constructed in Alaska, retroactive to 1987, for 
compliance with Section 42 of the Code and all related rules and regulations. A separate 
compliance monitoring plan has been developed and may be obtained from AHFC. 

Program Fees 

l. Application Fee: Non-refundable 
$500 for non-profit sponsors 
$1,000 for all other sponsors 

Due at time of application. 

2. Project Review and Allocation Fee: Non-refundable 

Non-Profits: 1-10 Units 
11+ Units 

Maximum: $10,000 

For-Profits: 1-10 Units 
11+ Units 

Maximum: $20,000 

.5% ten year credit 
1 % ten year credit 

.5 % ten year credit 
1 % ten year credit 

For projects receiving a permanent financing commitment from the Corporation, the Owner 
may choose to pay either the maximum processing fee or 75% of the estimated fees as 
calculated above. 

The processing fees are due upon issuance of the IRS Form #8609 or a carry-over agreement 
pursuant to section 42(h)(l)(E), whichever comes first, 

3. Annual Compliance Monitoring Fee: Non-refundable 

All Projects: 
FmHA 515 Projects: 

$20 per low income unit up to a maximum of $1,000 
$15 per low income unit up to a maximum of $300 

Late Fee: $25 per day for monitoring information. 
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All fees shall be established by the Corporation and reviewed by the Executive Director on a yearly 
basis to insure they adequately cover the administrative cost of the program. 

Consultation 

The tax credit program has gone through substantial revision since it was originally enacted. It is a 
complex tax program. Anyone considering applying for a tax credit reservation should first consult 
with his or her own tax advisor. The Corporation shall provide limited technical assistance regarding 
the administration of the tax credit program, only. 

The Corporation maintains a list of individuals who have asked that their names be provided to tax 
credit applicants as consultants and resource sources. The Corporation makes no representations or 
warranty as to the qualifications of these individuals or groups. This list is available upon request 
from the Corporation offices. 

Reference Manuals: 

1. The Low-Income Housing Tax Credit Handbook - Clark Boardman Company Ltd., 375 
Hudson St. NY, NY, 10014. (800-221-9428) 

2. Tax Credits for Low-Income Housing, Seventh Edition, Joseph Guggenheim, Simon 
Publications, P.O. Box 70425, SW Station, Washington D.C. 20024--0425. 

3. A Developer's Guide to the Low Income Housing Tax Credit - Herbert Stevens, and Thomas 
Tracy, National Council of State Housing Agencies, 444 North Capitol St., NW, Suite 438, 
Washington, D.C. 20001, (202) 624-7710 
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HUD HIGH COST DESIGNATIONS FOR ALASKA 
April 1993 

NON-METROPOLITAN DIFFICULT TO DEVELOP AREAS 

Aleutian Borough 
Bethel Census Area 
Dillingham Census Area 
Fairbanks North Star Borough 
Haines Borough 
Ketchikan Gateway Borough 
Kobuk Borough 
Kodiak Isl. Borough 
Nome Census Area 
Prince of Wales/Outer Ketch. 
Skagway-Yakutat-Angoon Census Area 
Valdez-Cordova Census Area 
Wade Hampton Census Area 
Wrangeil-Petersburg Census Area 
Yukon-Koyukuk Census Area 

QUALIFIED CENSUS TRACTS 

Metropolitan Area 

Anchorage Census Tract Numbers: 

;.J..,. .. _ft.tfotrrt.T"U"'!t.1;t~" Ara~ 
¼ ,y11-1Tl\,,,Ll YVYll'::9:!I "' '::::9 

Bethel 
Dillingham 
Fairbanks North Star Borough 
Kenai Peninsula Borough 
Matanuska-Susitna Borough 
Nome 
Valdez-Cordova 
Wade Hampton 
Yukon-Koyukuk 

0003.00 
0004.00 
0006.00 
0009.01 
0011.00 

Census Tract Numbers 
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9S13.98 
9716.98 
0001.00 
9S43.00 
9743.00 
9S10.00 
9861.00 
9712.00 
9604.00 
9606.00 

9S14.98 

9744.00 

9605.00 
9607.98 



TAX CREDIT RESOURCE LIST 

David Reznick, CPA 
Reznick Fedder & Silverman 
4520 Est-Wst Hwy, Suite 300 
Bethesda, Maryland 20814-3319 
(301) 652-9100 

Bryan Park, Principal 
Northwest Housing Resources 
3600 Columbia Center 
701 Fifth Avenue 
Seattle, WA. 98101-7081 
(206) 292-4900 

John Madigan, Romerio Perkins 
ARGYLE Capital 
P.O. Box 12996 
Tallahassee, FL 32317-2996 
(904) 668-0357 

Holly Borders 
SW Financial Consultants 
6363 Auburn Blvd. Suite B-1 
Citrus Heights, CA 95621 
(916) 723-6506 

Joeseph Guggenheim 
Housing and Dev. Consultant 
6600 Rannoch Court 
Bethesda, MD 20817 
(301) 320-5771 

Christine Martin 
Columbia Consulting, Ltd. 
815 S.W. Second Avenue 
Portland, Oregon 97204 
(503) 220-4216 

Mark English 
Chris Moench 
Tax Credit Services 
P. 0. Box 020269 
Tuscaloosa, AL 35402-0269 
(205) 345-3800 
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Ken Gain 
Equivest Realty Advisors 
1844 West Northern Lights 
Anchorage, Alaska 99501 
(907) 279-8551 

Andrew Solli/Mark Sorvoja 
S & S Associates 
222 West 13th, #4 
Anchorage, Alaska 99501 
(907) 563-9224 

••••• Theae agencie■ have asked to be included OD lhe lilll of 
available aourcea for help oD Low Income Housing Tu: Credit 
projects. The Alaaka Housing FlD&DCe CorpontioD does not 
aaat to lhe abilities of any of lheae agencies, nor doea it 
advocaie one aervice over the other. Thia lilll ia prepared u an 
informational aource only.•-••••• 



TAX CREDIT EQUITY RESOURCES 

James F. Quinn, Jr. 
First Financial Mgm't Corp. 
100 Franklin Street 
Boston, MA 02110 
(617) 542-4020 

Linda Cargill 
Boston Capital Partnership 
313 Congress Street 
Boston, MA 02210 
(617) 439-0072 

Will Cooper 
WNC & Associates 
546 South Bay Front 
Newport Beach, CA 92662 
(714) 673-7928 

Sharon Julius-Doucette 
Boston Financial Group, Inc. 
101 Arch Street 
Boston, Mass. 02110-1106 
(617) 439-3911 

Lily Ng 
TLC Ventures, Inc. 
3260 N. Hayden Rd., Suite 207 
Scottsdale, AZ 85251 

Debra Boal 
National Tax Credit Partners 
9090 Wilshire Blvd., Suite 201 
Beverly Hills, CA 90211 
(213) 278-2191 

Robert Arcand 
The Arcand Company 
16101 S.W. 72nd Avenue, Suite 200 
Portland, Oregon 97224-7764 
(503) 598-9800 
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Edward E. Lee m 
Brencor Capital Funding 
P.O. Box 10128 
Knoxville, Tennessee 3 7939 
(615) 584-6019 

Kathleen Foster 
Enterprise Social Invest. Corporation 
810 American City Bldg. 
Columbia, MD 21044 
(410) 964-0552 

Scott L. Kotick 
Richard C. Angino II 
National Partnership Invest. Co. 
8530 Wilshire Blvd., Suite 400 
Beverly Hills, CA 90211 
(310) 278-2191 

Tina Sedell 
Boston Equity Investments 
2 Faneuil Hall Marketplace 
Boston, Massachusetts 02109 
(617) 720-1766 

Robert Crowder 
Brencor Capital Funding 
5214 Maryland Way, Suite 209 
Brentwood, Tennessee 37027 
l~U~\ 'l'7fl_A~'l, 
\VJ...JJ .,J IV-TVJJ 

Lyle Martin 
ROAR Company 
200 Crescent Court, Ste. 1385 
Dallas, Texas 7520i 
(214) 871-3636 

Richard Edson 
The Richman Group, Inc. 
1133 15th St., N.W. 
Washington, D.C. 20005 
_(202) 429-1616 



Charlotte S. Smith 
The Brazelton Group 
One Concourse Parkway #750 
Atlanta, GA 30328 
(404) 393-7450 

C. Daniel O'Connell 
PaineWebber Inc. 
3000 A Street, Suite 100 
Anchorage, Alaska 99503 
(907) 562-3029 
800 478-3029 

Debra A. Cameron 
Lehman, Butterwick & Co .. , P.C. 
1331-l?th St., Suite 100 
Denver, Colorado 80202 
(303) 298-8222 

••••• Theae agencies have asked to be included on the lilt of 
available source, for help on Low Income Housing Tax Credit 
projecu. The Alaall:a Houaing Finance Corporation doea not 
attest to the abilities of any of these agencies, oor doea it 
advocate one aervice over the ocher. Thia lilt ia prepared a1 an 
infonnalional source only.•••••••• 
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How to Calculate Maximum Rents 
Under the Low Income Housing Tax Credit Program 

Question: How do I calculate the maximum rent I can charge for each unit, which 
includes utilities. 

Look at the sheet with the income limits by family size produced by HUD which is included 
in this information. There are two categories Very Low and Low. The Very Low category 
refers to families at 50% of area median gross income (AMGI), the Low refers to families at 
60% of AMGI. 

NOTE: The following example uses fake median income figures. To calculate the 
rent for your area, substitute the appropriate numbers for the current 
year indicated on the attached chart. 

Use the following methodology to calculate the maximum rent: 

l 
50% AMGI: 21,750 

1 
60% AMGI: 26,100 

i 
24,900 

z 
29,880 

l 
28,000 

l 
33,600 

Family Size 
! 
31,100 

Family Size 
! 
37,320 

For a studio apartment, the maximum rent is calculated as follows: 

1 person income at 60% = (26,100 * .3)/12 = 652 

For a one bedroom apartment: 

s. 
33,600 

s. 
40,320 

Note: the IRS assumes there are 1.5 persons per bedroom, living in the home. 

1.5 person income at 60% = (26,100+29,880)/2 = 27,990 

(27,990 • .3)/12 = 699.75 

For a two bedroom apartment: 

3 person income (1.5 *2) at 60% = (33,600 * .3)/12 = 840 

Answer: The maximum rent that can be charged to residents living in a studio, one 
bedroom, or two bedroom apartment is: $652, $699, and $840 respectively. 

Use the same process for calculating the maximum_ rent for larger bedroom sizes. Use the 
income figures for families at 50% of AMGI in the formulas above, to get the maximum 
rents allowable for this population. 
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Alaska Housing Finance Corporation 

1994 HOME Rental Housing Development 
Program 
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A. 

1. 

ALASKA HOUSING FINANCE CORPORATION 
HOME INVESTMENT PARTNERSHIP PROGRAM 
RENTAL HOUSING DEVELO~MENT PROGRAM 

GENERAL INFORMATION 

Purpose and Maximum Funding Available 

The HOME Investment Partnership Program is a federally funded housing 
program. Among the purposes of the HOME Program is expanding the supply 
of decent and affordable housing for low and very low income Americans. One 
method of accomplishing this purpose is the creation of new, affordable rental 
housing. Funding for awards under this Request for Proposal (RFP) will be 
made from the State's allocation of HOME funds. 

The purpose of the Alaska Housing Finance Corporation's Rental Housing 
Development program is to expand the supply of decent, safe, sanitary, and 
affordable rental housing using new construction, rehabilitation or acquisition 
in areas of Alaska outside the Municipality of Anchorage. (Due to funding 
restrictions this money may only be used outside of Anchorage.) 

Assistance may be in the form of: 
• Interest bearing loans; or 
• Non-interest bearing loans 
• Deferred loans; or 
• Grants 

The amount of funds available for a project may not exceed the amount 
necessary for its financial feasibility using multi-family lending criteria 
consistent with project development lending policies of the Alaska Housing 
Finance Corporation. 

This year there is $2,200,000 available for assistance. Out of this total 
amount, $900,000' is only available to Community Housing Development 
Organizations (CHOO). 

2. Eligible Applicants 

Eligible applicants include: 
• Native organizations 
• Local governments 
• Regional housing authorities 
• Non-profit organizations 
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• Community Housing Development Organizations 
• Private housing developers 

. 
HOME funds may not be provided to primarily religious organizations, such as 
churches, for any activity including secular activities. In addition, HOME funds 
will not be used to acquire, rehabilitate, or construct housing owned by 
primarily religious organizations. 

3. Eligible Activities 

HOME funds may be used for the 

• New construction; or 
• Acquisition of vacant structures and land; or 
• Reconstruction, or moderate or substantial rehabilitation 

of non-luxury rental housing with suitable amenities including real properw 
acquisition, site improvement, conversion, and demolition. The housing must 
be permanent or transitional housing. The rental housing developed with these 
HOME funds may include single room occupancy dwellings and group homes. 

Acquisition of vacant land or demolition must be undertaken only with respect 
to a particular housing project intended to provide affordable housing. 

4. Ineligible Activities 

New construction, rehabilitation, or acquisition of emergency shelters with 
HOME dollars is prohibited by federal regulation. In addition, the acquisition of 
rental housing which is currently occupied by tenants or was vacated for the 
purpose of acquisition using HOME funds is an ineiigibie activity. 

5. Deadline for Submittal 

To be considered for funding, proposals must be received by the Alaska 
Housing Finance Corporation no later that 5:00 p.m. ADT on Friday, June 10, 
1994. Proposals received after the deadline or at another AHFC location before 
the deadline WILL NOT be considered. No telefax applications will be accepted. 

6. Number of Copies and Mailing Address 

The original proposal and five(5) copies of the proposal are to be sent to the 
Alaska Housing Finance Corporation, Attention: Ann-Marie Lindboe, 520 E. 
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34th Avenue, Anchorage, Alaska, 99503. 

7. Questions about Request for Proposals _ 

Applicants should immediately review this request for proposals and submit in 
writing. to the address provided in A.6., any questions regarding the 
instructions. Questions must be received by Friday, May 20, 1994. 

Responses to these questions and any other clarifications of the RFP will be 
mailed to all applicants no later than May 27. 1 994. 

8. Proposal Costs 

All costs of responding to this RFP are the responsibility of the applicant. 

9. Acceptance of Terms 

B. 

, . 

By submitting a proposal, an applicant accepts all terms and conditions of this 
RFP and those contained in 24 CFR 92, the Department of Housing and Urban 
Development's HOME program regulations which are attached. If a grant is 
awarded, the applicant's proposal will become part of the grant agreement. 
The applicant will be bound by what is in the proposal, unless AHFC determines 
that specific parts of the application are not part of the agreement. 

Proposals and other materials submitted in response to this RFP become the 
property of AHFC and may be returned only if AHFC allows. Applications are 
public documents and may be inspected or copied by anyone after they have 
been reviewed. Financial statements included in the application will be 
considered to be public information unless the applicant specifies in writing that 
the financial statements remain confidential. 

SPECIFIC PROGRAM INFORMATION 

Introduction 

This program's funding is part of the HOME allocation received by the State of 
Alaska from the federal government through the U.S. Department of Housing 
and Urban Development (HUD). Use of these funds is governed by the 
Comprehensive Housing Affordability Strategy (CHAS) for the State of Alaska. 
This portion of the funding is set aside specifically to meet the need identified 
in the CHAS for more affordable rental housing in areas outside of the 
Municipality of Anchorage. 
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The use of these funds by both AHFC and the grant recipients under this RFP 
is governed by federal regulations adopted by HUD and found at 24 CFR Part 
92. These regulations place certain re$trictions on the occupancy of units 
assisted with HOME dollars. The restrictions may cover periods ranging from 
5 to 20 years. The length of restricted period is governed by the amount of 
HOME money received by the grantee. 

Units developed under this program will also have to meet other federal and 
state requirements which will be stated in other parts of this RFP. Omission of 
restrictions found in 24 CFR Part 92 from this RFP does not nullify or in any 
way relieve the applicant or AHFC of responsibility for complying with 24 CFR 
Part 92. 

2. Definitions 

Adjusted income means the annual income minus allowances for dependents, 
child care expenses, etc. See 24 CFR 813.102 Exhibit A 

Annual income means the anticipated income from all sources received by the 
household in one year's time period. See 24 CFR 813. 106 Exhibit B 

Assisted units means rental housing units developed with the assistance of 
un~.u= f,,nrlc 
I l'-'IYI._ •w••~V"• 

Cash flow means gross income minus vacancy, operating expenses, reserves, 
and debt service. 

Community housing development organization means a non-profit organization 
that has been certified by AHFC as meeting the federal definition for 
Community Housing Development Organizations (CHOO) found in 24 CFR 92.2. 

Consultant fees are fees paid to a third party for costs associated with 
implementation of a project. 

Displaced person means Any individual, family, business, rionprofit 
organization, or farm who is required to move permanently from the real 
property as a result of the activities funded under this program. 

Leverage ratio is the ratio of total project dollars from other sources 
benefiting low-income households to the AHFC HOME program dollars 
requested. 

Low income families means families whose annual incomes do not exceed 80 
percent of the median income for the area, as determined by HUD and adjusted 
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for family size. 

Moderate Rehabilitation means the rehabilitation of residential property at an 
average cost for the project which is less than or equal to $25,000 per dwelling 
unit. 

Permanent housing means housing which can be occupied for an indefinite 
period of time by individuals or families. 

Person with disabilities means a household comprised of one or more persons, 
at least one of whom is an adult, who has a disability. A person is considered 
to have a disability if the person has a physical, mental, or emotional 
impairment that: 

(Al Is expected to be of long-continued and indefinite duration; 
(Bl Substantially impedes his or her ability to live independently; and 
(C) Is of such a nature that such ability could be improved by more 
suitable housing conditions. 

A person will also be considered to have a disability if he or she has a 
development disability, which is a sever, chronic disability that: 

(A) Is attributable to a mental or physical impairment or combination of 
mental and physical impairments; 
(Bl Is manifested before the person attains age 22; 
(C) Is likely to continue indefinitely; 
(Dl Results in substantial functional limitations in three or more of the 
following areas of major life activity: Self-care, receptive and expressive 
language, learning, mobility, self-direction, capacity for independent 
living, and economic self-sufficiency; and 
(El Reflects the person's need for a combination and sequence of 
special, interdisciplinary, or generic care, treatment, or other services 
that are of lifelong or extended duration and are individually planned and 
coordinated. Notwithstanding the preceding provisions of this aefinition, 
the term "person with disabilities" includes two or more persons with 
disabilities living together, one or more such persons living with another 
person who is determined to be important to their care or well being, and 
the surviving member or members of any household described in the first 
sentence of this definition who were living, in a unit assisted with HOME 
funds, with the deceased member of the household at the time of his or 
her death. 

Project Management means costs directly related to managing the 
project during development to the point of completion. 

Rehabilitation means the improvement or repair of an existing structure or an 
addition to an existing structure that does not increase the floor area by more 
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than 100 percent. 

Related Party means any relationship wttether business, personal, or familial 
between or among the parties of any. contract for goods, services, real 
property, etc. funded in whole or in part with HOME funds. 

Single room occupancy (SRO) housing means housing consisting of single room 
dwelling units that is the primary residence of its occupant or occupants. The 
unit may contain either food preparation facilities or sanitary facilities or both. 
Alternatively, sanitary facilities may be located outside the unit and be shared 
by tenants in the project. SRO does not include facilities for students. 

Special needs housing means housing designed to meet the needs of persons 
with specific housing needs including supportive services. Examples of special 
needs housing includes: housing for the elderly, housing for persons with a 
disability, housing for persons who are severely mentally ill, etc. 

Substantial Rehabilitation means the rehabilitation of residential property at an 
average cost for the project in excess of $25,000 per dwelling unit. 

Transitional housing means housing that is designed to provide housing and 
appropriate supportive services to persons. including (but not limited to) de­
institutionalized individuals with disabilities, homeless individuals with 
disabilities, and homeless families with children; and has as its purpose 
facilitating the movement of individuals and families to independent living 
within a time period that is set by AHFC and project owner before occupancy. 

Very low income families means families whose annual incomes do not exceed 
50 percent of the median income for the area, as determined by HUD and 
adjusted for family size. 

3. Eligible costs 

Development Hard Costs. The actual cost of constructing or rehabilitating 
housing. These costs include the following: 

(A) For new construction, costs to meet the applicable new construction 
standards of the community and the Building Energy and Efficiency 
Standards currently in effect for Alaska; 

(B) For rehabilitation, costs to meet the applicable rehabilitation standards 
of the community in which the property is located or correcting 

1994 HOME PROGRAM DEVELOPMENT ADMIN Pl.AN 6 ,...,..,.. April 27. 1994 

69 



l 

I 
r 

I 

(C) 

substandard conditions (minimally the housing quality standards found 
in 24 CFR 882. 109), to make essential improvements including energy 
related repairs or improvements, improvements necessary to permit the 
use by disabled persons, and the abatement of lead-based paint hazards, 
and to repair or replace major housing systems in danger of failure; and 

For both new construction and rehabilitation, costs to demolish existing 
structures and for improvements to the project site that are in keeping 
with improvements of surrounding, standard projects, and costs to make 
utility connections. 

Acquisition costs. Costs of acquiring property improved or unimproved real 
property. 

Related soft costs. Other reasonable and necessary costs incurred by the 
owner and associated with the financing, or development (or both) of new 
construction, rehabilitation or acquisition of housing assisted with HOME funds. 
These costs include, but are not limited to: 

(A) Architectural, engineering or related professional services required to 
prepare plans, drawings, specification, costs estimates, or work write­
ups; 

(B) Costs to process and settle the financing for a project, such as private 
lender origination fees, credit reports, fees for title evidence, fees for 
recordation and filing of legal documents, building permits, attorneys 
fees, private appraisal fees, and fees for an independent cost estimate, 
builders or developers fees; 

(C) Costs of a project audit that AHFC may require with respect to the 
development of the project; and 

(D) Costs to provide information services such as affirmative marketing and 
fair housing information to prospective homeowners and tenants; 

(E) For new construction or substantial rehabilitation, the cost of funding an 
initial operating deficit reserve, which is a reserve to meet any shortfall 
in project income during the period of project rent-up (not to exceed 18 
months) and which may only be used to pay operating expenses, reserve 
for replacement payments, and debt service. Any HOME funds placed 
in an operating deficit reserve that remain unexpended when the reserve 
terminates must be returned to AHFC. 

Relocation costs. Costs of relocation payments and other relocation assistance 
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PMK:6/03/94:#3 DRAFT 
specifications relied on by the appraiser 
in making the appraisal and a statement of 
its value. 

( 7) certification by the applicant of the 
final detailed costs of the construction; 

(8) a soils test; 

(9) the contractor's resume; 

(10) the architect's resume; 

(11) the engineer's resume; 

(v) a statement describing the history and 
experience of the applicant (organization); 

(w) resumes of key personnel; 

(X) an updated credit report dated within 60 days 
of application of the credit history of the 
applicant and the guarantor, if any; 

(Y) audited financial statements, if available, 
including a profit and loss statement, for the 
current and three preceding years. The 
current year's statements should be dated 
three months or less from date of application; 

( z) real estate schedules detailing all real estate 
in which the applicant(s) currently has a 
direct or indirect interest in, including at a 
minimum: the l~nders; acquisition dates; 
payment histories; mortgage balances; estimated 
market values; and income and expense 
histories; 

(aa) if the property is being refinanced, the 
applicant's mortgage loan payment record for 
the last 3 years; 

(bb) income tax returns; 

( cc) applicants needing additional funding from 
sources other than the Corporation in order to 
develop their property must provide 
documentation substantiating the commitment of 

-6-
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all other funding 
application; 

sources with their 

(dd) organizational documents, i.e. articles of 
incorporation, bylaws, partnership agreements, 
etc.; 

(ee) business licenses; 

(ff) recourse to the borrower; and, 

(gg) any other information considered necessary by 
the Corporation to evaluate the application to 
determine the feasibility of the project or to 
comply with conditions of underwriters, rating 
agencies, credit enhancing, loan guarantors or 
insurers, or any related party to the 
financing. 

(2) an escrow for insurance, and taxes, assessments or 
for other charges that may, if not paid on a timely basis, become 
liens on the housing securing the loan; 

(3) the establishment of replacement reserves for 
maintaining the structural integrity of the project and for other 
project components as determined by the Corporation and the manner 
in which the replacement reserves are to be maintained; 

( 4) the establishment of repair and maintenance reserves 
and the manner in which they will be maintained; 

BOARD APPROVAL. Any loan application submitted under 15 AACXXXY.X 

that the staff of the Corporation determines substantially meets 
the program criteria of 15 AACxxxxx and exceeds $500,000 must be 
presented to the Board of Directors for review and specific 
direction regarding loan approval or rejection. 
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Attachment A 

Community Investment Program Advance Guidelines 

1. Amount: The Community Investment Program (CIP) is $250 million. 

2. Ellglbility of members: Members are eligible on a first-<:Offle, first-served basis. A member must 
have positive net worth on a GAAP basis to qualify for a CIP advance. 

3. Eligibility of projects: Eligible projects include community-oriented mortgage lending programs to: 

a. Finance home purchases by families whose income does not exceed 115 percent of the median 
Income for the area; 

b. Finance purchase or rehabilitation of housing for occupancy by families whose Income does not 
exceed 115 percent of median income for the area; 

c. Finance commercial and economic development activities that benefit low- and moderate­
income families or activities that are located in low- and moderate-income neighborhoods: and 

d. Finance projects that further a combination of the purposes described in subparagraphs (a) 
through (c). 

CIP advances can be used for loans for construction, rehabilitation. or purchase. or to refinance existing 
loans when the refinance is necessary to preserve the housing as affordable. CIP advances can be used 
in conjunction with HUD, FHA. state and local governments. and secondary market agency programs 
that support these goals. CIP advances also can be used to purchase state housing finance agency 
bonds or mortgage-backed securities representing interests in a pool of loans that could be funded 
directly with CIP advances. 

Mortgage loans for construction. rehabilitation. or purchase of commercial and economic development 
projects will be considered, especially those that support affordable housing, if the projects are located 
in low- and moderate-income neighborhoods or substantially benefit persons with low and moderate 
incomes.· 

4. Approval of projects: All CIP proiects must be reviewed and approved by the Bank's Housing 
Department The Housing Department will monitor outstanding CIP advances for compliance 
annually 

5. Advances: All member advance requests must be approved by the Bank's Credit Department. If 
approved, the member would be able to borrow CIP advances through the Bank's advances pro­
gram in the maturity desired. The rate for CIP advances is the Bank's cost of funds for comparable 
maturities. The minimum CIP advance amount is $100,000. More than one qualifying mortgage can 
be wrapped into a single CIP advance. 

6. Credit Line/Collateral: CIP advances are not subject to the member's credit line limit, but the 
member must meet the Bank's standard collateral requirements. 

7. Prepayments: Prepayment fees are the same as for other advance programs. 

8. Fees: There is a SS00 fee charged to the lender for each CIP advance. That fee is waived if a rate­
lock fee is paid. 

9. Implementation: The CIP will be marketed actively by the Housing Department to members, 
potential members. and housing developers. ~t all times. however, we will recognize that CIP pro­
jects must meet prudent underwriting standards and that the CIP is only one tool members can use. 
at their option. to finance affordable housing and community and economic development. 

(J()J 7YJ q;Jcif/nppJ 
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Attachment B 

What to Expect After Applying For A CIP Advance 

1. The FHLB Housing Department will review the proposed project to be funded with a CIP advance 
and, If necessary, request follow-up Information or documents. 

2. The FHLB Finance Department will review the request for an advance and notify the Housing 
Department If there are any problems. 

3. After the Housing and Finance Departments both approve the CIP advance, the Housing 
Department will send you a ietter authorizing the advance under the conditions agreed upon. 

4. When you are ready to take down !he advance, ca!! Doug Barc!ay at (205) 340"'8691. Then can 
Judy Chaney, Community Investment Officer at (206) 340-8737 so that we can arrange for 
appropriate press coverage of the event. 

5. Annually, the FHLB Housing Department will ask you to certify that the CIP-funded project 
continues to address the needs of the target population. throughout the duration of the advance. 

082792 cg/cif/app2 
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FANNIE MAE MULTIFAMILY FORWARD COMMITMENT PRODUCT 
Revised Term Sheet as of April 20, 1992 

Notice: The Forward Commitment Product is a new limited product 
line which has not yet been incorporated into the Fannie Mae 
Guides. This Term Sheet sets forth the product's general 
requirements, but the contents of this Term Sheet are not 
inclusive of all applicable underwriting, selling, servicing, 
pricing or delivery requirements. Please contact the appropriate 
Fannie Mae Regional Off ice for any updates, changes, or 
information on processing forward commitment applications. 

Multifamily Forward Commitment Executions and Basic Eligibility 
Requirements: 

Loans may be processed on a DUS risk-sharing basis by DUS lenders 
with a pre-review by Fannie Mae, or on a Prior Approval basis by 
both approved Prior Approval and DUS multifamily lenders. This 
product line is limited to transactions with specific low-income 
targeting requirements consistent with those governing Low Income 
Housing Tax Credits (40% unit set aside for households earning 60% 
of adjusted area median or below~ or 20% unit set aside for 
households earning 50% of adjusted area median or below). This 
product line and its documentation are oriented toward 
standardization rather than deal-by-deal negotiation, and all 
applications must be processed and approved by the Fannie Mae 
Regional Office that serves the state where the property is 
located. 

Forward Commitment structures: 

o Rate-Lock Standby Cash Purchase 

o Market-Rate Standby Cash Purchase 

o Mortgage-Backed Security (MBS) Investor Purchase 

o Mortgage-Backed Security (MBS) Bond Credit Enhancement 

Underwriting Requirements: 

o DEBT SERVICE COVERAGE RATIO (DSCR): 1.15 minimum DSCR for 
first mortgages. For projects with subordinate financing, 
the minimum combined DSCR is 1.10. (Note: properties 
located in "soft markets" or with other special 
underwriting risks [such as a mix of low-income and 
market-rate units] would be subject to higher minimum DSCR 
requirements.) 
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o APPRAISED VALUE: Appraised value is calculated 2 ways 
using a stabilized estimate of net operating income based 
on today's rents and expenses, and reflecting: (a) the 
"as-restricted" value using the restricted (untrended) 
rents of the low-income units (combined with the market 
rents if mixed); and (b) the "fair-market" value using 
market-rate rents (untrended) for all units, as if there 
were no low-income restrictions on the projects. Both 
methods should utilize a market cap rate, reflecting 
neither a downward adjustment for below-market financing 
benefits nor an upward adjustment for any perceived 
special risks. 

o LOAN-TO-VALUE {LTV}: LTV ratio on the first mortgage may 
not exceed 80% of appraised value based upon the lower of 
the two value calculations as described above. (In almost 
ever:1 instance, the lower appraised value will be the 
"as-restricted" value). For projects with subordinate 
financing, the combined LTV ratio may not exceed 90% of 
appraised value based upon the higher of the two value 
calculations as described above (which in most cases will 
be the "fair-market'' value) . 

o LOAN AMOu91,"T: The original principal amount of any loan may 
be no less than $1 million, with loan requests over $10 
million requiring a waiver by Fannie Mae. Loan amounts 
are also limited by the LTV, DSCR and the Fannie Mae 
Charter's statutory limits for per unit loan amounts. 

o MORTGAGE TERM AND AMORTIZATION: Minimum mortgage term is 
18 years for Low Income Housing Tax Credit projects with 
no subordinate financing. Amortization period is 25 
years, unless a longer amortization period is approved by 
Fannie Mae in writing. For projects with subordinate 
financing approved by Fannie Mae, 25 year fully=amortizing 
loans are required. Yield maintenance will be required 
for 10 years. 

o SECONDARY FINANCING: Full explanation of any proposed 
subordinate financing, other subsidies, or tax abatements, 
etc. is remiired. Assessment of the imnact of secondarv 
fi~an~ing-i~y-;ffect-th~--t~~ -;nd/~~ ~mortization period 
for any or all loans. No subordinate financing will be 
approved unless its maturity is at least as long as the 
term of the Fannie Mae first mortgage. Compliance with 
Fannie Mae secondary financing standards is required. 
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o TARGETED RENTS: There must be evidenced a minimum gap of 
10% between rents for comparable market-rate units and 
designated low-income units. Gap to be measured between 
comparable units within a project where there is a mix of 
both market rate and low-income units, as well as measured 
against market-rate units in other comparable projects. 
For projects with 100% low-income units, the gap is to be 
evidenced by analysing proposed low-income rents against 
rents for comparable market-rate uni ts outside the 
proposed project. 

0 MARKET FEASIBILITY: A study is required to support market 
strength, absorption and long-term project viability, 
including a month-to-month absorption analysis of the 
proposed project, an analysis of the proposed rents and 
the scale and scope of the project. 

o PLANS AND SPECIFICATIONS: Fannie Mae approval of plans 
and specifications, compliance with local building codes, 
HUD minimum property standards and Fannie Mae's 
Architectural Guidelines are required. 

o CONSTRUCTION MONITORING: On-going construction monitoring 
by a qualified architect/engineer or consultant is 
required, with reports to be reviewed and approved by 
Fannie Mae. 

o PROPERTY MANAGEMENT: Property management firms must (1) 
have experience managing low-income projects, and (2) use 
diligent standards in selecting qualified and eligible 
tenants (credit checks, employment and income 
verifications, obtain rental histories on applicants, and 
execute minimum 1-year leases with all tenants). 

o COMMITMENT EXPIRATION: All commitments will specify an 
expiration date based upon Fannie Mae's estimate of time 
required for construction completion plus occupancy 
stabilization and minimum rental achievement. 

Special Delivery Requirements for Forward commitments: (The 
delivery requirements listed below for forward commitments may be 
different from, or in addition to other Fannie Mae delivery 
requirements. This list does not include all Fannie Mae delivery 
requirements under this product line.) 

o MINIMUM OCCUPANCY: 90% minimum overall occupancy, for 
each of the 3 consecutive months immediately preceding 
transmission of the Final Underwriting Submission Package. 
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o MINIMUM RENTAL ACHIEVEMENT: Rent rolls certified by lender 
and borrower evidencing that allowable rental income, net 
of concessions, is equal to or greater than the minimum 
monthly approved rental income figure specified in the 
commitment, for each of the 3 consecutive months 
immediately preceding final underwriting submission. If 
income and/or occupancy is determined by Fannie Mae to be 
insufficient to meet the threshold delivery requirements, 
Fannie Mae may allow for re-underwriting of the loan 
(resulting in a lower loan amount), or may reject the loan 
for purchase. 

0 BORROWER'S FINANCIAL CONDITION: Lender 
certification of no significant adverse 
financial condition of the borrower. 

and borrower 
change in the 

o LENDER CERTIFICATIONS: (1) low-income targeting 
requirements have been met and are in compliance with the 
prevailing low-income covenants: (2) the property manager 
has selected qualified tenants in accordance with the 
above property management standards; and (3) project 
tenancy is consistent with the data reflected on the rent 
roll submitted at loan delivery. 

o CERTIFICATES OF OCCUPANCY 

o COMPLETION INSPECTIONS: Final inspection by Fannie Mae's 
approved architect or consultant to certify construction 
completion in a worlananlike manner, and in accordance with 
pre-approved plans and specifications. 

o ADDITIONAL LEGAL ANALYSIS: Legal review and approval of 
all applicable regulatory agreements, subordinate 
financing documents, partnership agreements, bond 
documents and goverr.unental assistance programs. 

o DOCUMENTS: Use of standard documents provided by Fannie 
Mae. 

Forward Commitment Fees: (The following are fees due to Fannie 
Mae from the L-ender= They do not include independent fees the 
Lender may charge a borrower to process an application.) 

0 TRANSACTION FEES--To be paid upon submission of 
Forward Commitment Submission package (DUS), 
complete application package (Prior Approval) 
appropriate Regional Office. 

the DUS 
or the 
to the 

For all non-bond structures, the non-refundable 
transaction fee is Ss,ooo. 

For bond structures, the non-refundable transaction 
fee is $10,000. 
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o RATE-LOCK FEES--(for Rate-Lock Standby Structures Only) 
Rate-lock fees are non-refundable and cannot be determined 
until the actual date upon which a rate lock is obtained. 
The cost of a rate-lock fee will vary based upon the 
prevailing yield curve and the length of the forward 
commitment period. A rate-lock can be purchased at any 
time during the forward commitment period, up until 3 O 
days prior to the commitment expiration date. 

o FORWARD COMMITMENT DEPOSIT FEES--A one percent (1%) 
Forward Commitment Deposit fee will be collected upon the 
execution of a forward commitment by the Lender. The 
Forward Commitment Deposit fee will be refunded upon loan 
purchase by Fannie Mae. 

o CONSTRUCTION REVIEW FEES--For all structures, a 
non-refundable Construction Review fee is due upon 
execution of the Commitment by the Lender. For Prior 
Approval executions, the Construction Review fee is 
$10,000. For DUS executions, the Construction Review fee 
is $3000. 

o COMMITMENT FEES--(for Cash Purchase structures only) These 
optional standby commitments convert to mandatory 
deliveries when the lender calls into the Fannie Mae 
commitment window to "take down" a 30-day commitment. A 
one percent (1%) refundable commitment fee will be drafted 
from the Lender's account and refunded in its entirety 
upon loan purchase by Fannie Mae. 

o SERVICING FEES--Servicing fees for DUS executions range 
between 50-75 basis points, and between 12. 5-25. O basis 
points for Prior Approval executions. 

o MBS GUARANTY FEES--(For MBS structures only) The MBS 
guaranty fees for DUS executions are 75 basis points, and 
are 100 basis points for Prior Approval executions. 

o MBS POOL FEE--(For MBS structures only) There will be an 
MBS pool fee equal to the greater of $1000 or one (1) 
basis point for each MBS transaction, to be drafted upon 
issuance of the MBS. 

0 LEGAL FEES AND EXPENSES--( For Bond transactions only) 
Additional legal fees will be paid upon issuance of the 
forward commitment. The Lender will pay an initial 
deposit of $25,000 to cover the legal fees and expenses 
for Fannie Mae's outside counsel review and approval of 
all bond-related issues and documents. Fannie Mae counsel 
fees in a standard bond transaction will be limited to 
$40,000 plus expenses. Any unused portion of the deposit 
will be refunded by Fannie Mae after MBS delivery. 
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Fannie Mae-Approved 
DUS Loan Originators 

Barbara :Rae 
Senior Vice President 
llfi Capital, Inc. 
Suite 200 
7200 Wisconsin A venue 
Bethesda, MD 20814 
(301) 654-0033 
Nationwide 

Julian P. Rodgers, m 
Assistant Vice President 
Banc One Mortgage Corporation 
Suite 1431 
111 Monument Circle 
Indianapolis, IN 46277 
(317) 321-8100 
AZ, DC, IN, KY, l\fi, OH, TX, WI 

Trent D. Brooks 
President 
Bankers Mutual 
Suite 1100 
4695 MacArthur Boulevard 
Newport Beach, CA 92660 
(714) 851-9973 
CA 

Ronald F. Halpern 
Executive Vice President 
Berkshire Mortgage Fmance LP 
470 Atlantic A venue 
Boston, MA 02210 
(617) 556-8126 
Nationwide 
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Jeffrey L. Beatty 
Vice President 
BNY Mortgage Company 
51 - 53 Newark Street 
Hoboken, NJ 07030 
(201) 420-7770 
Nationwide 

James S. Carlson 
Vice President 
BNY Mortgage Company 
26541 Agoura Road 
Calabasas; CA 91302-1958 
(818) 880-2865 
AZ, CA,'OR, WA 

Pat Leach 
Senior Vice President 
Continenta~ Inc. 
2000 Two Union Square 
601 Union Street 
Seattie, WA 98101-2326 
(206) 389-7750 
Pacific Northwest, HI 

Steven Fayne 
Executive Vice President 
Eichler, Fayne & ~ociates 
Suite 1300 
49 Stevenson Street 
San Francisco, CA 94105 
I A 1 ~ 0"7 ,+_ 111 ,t 
\-W.£.,, J ,.,.......&.&.&-. 

Nationwide 
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Robert W. Mcl..ewee 
Vice President 
First :Maryland Mortgage Corporation 
9th Floor 
110 South Paca Street 
Baltimore, MD 21201 
(410) 347-6868 
VA to NY except NYC l\letro Area 

James J. Bertsch 
Vice President 
Gl\fAC Mortgage Corporation of PA 
8360 Old York Road 
Elkins Park, PA 19117 
(215) 881-3500 
Pacific Northwest, WI, ll., 
Southeastern PA, NJ 

Howard W. Smith 
Vice President 
Green Park Fmancial LP 
Suite 800 
7500 Old Georgetown Road 
Bethesda, MD 20814 
(301) 215-5585 
Nationwide 

David C .. Thompson 
Vice President 
Maryland National Mortgage Corp. 
The Candler Building 
111 Market Place, Suite 700 
Baltimore, MD 21202 
(410) 244-5665 
DC,DE,MD,NJ,PA,VA 
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l\fark Tratenberg 
President 
l\leridian l\lultif'amily 
l\leridian l\lortgage Corporation 
1830 Rittenhouse Square 
Philadelphia, PA 19103 
(215) 732-2970 
l\lid-Atlantic, Midwest, Northeast, Southeast 

Jeffrey S. Juster 
President 
Newport l\fortgage Company, L.P. 
Suite 630 
8411 Preston Road 
Dallas, TX 75225 
(214) 7 50-0909 
Nationwide 

William D. Comings, Jr. 
Executive Vice President 
The Patrician t1nanciai Company 
Suite 200 
4800 l\fontgomery Lane 
Bethesda, l\ID 20814 
(301) 718-2000 
Nationwide 

Raymond J. Reisert, Jr. 
President 
P\V Funding, Inc. 
Suite 580 
200 Old Country Road 
Mineola, NY ilS0l 
(516) 663,-5640 
Nationwide 

103 



-5-

Robert Gould 
Chief Underwriter 
Reilly Mortgage Capital Corporation 
Suite 925 
2000 Corporate Ridge 
McLean, VA 22102 
(703) 760-4700 
Nationwide 

\Villiam P. Kauffman 
Senior Vice President 
Republic Realty Multifamily Corp. 
Suite 400 
100 South Wacker Drive 
Chicago, IL 60606 
(312) 845-8567 
Nationwide 

David M. Fagan 
Senior Vice President 
Sibley Mortgage Corporation 
700 Crossroads Building 
2 State Street 
Rochester, NY 14614 
(716) 232-1620 
NY I Adjacent States 

Lowery W. Smith 
Executive Vice President 
Standard Mortgage Corporation 
300 Plaza One Shell Square 
New Orleans, LA 70139 
(504) 581-3383 
AL,AR,MS,LA,TX 
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Richard Thornton 
Senior Vice President 
\Vashington Capital DUS, Inc. 
Suite 340 
1333 N. California Blvd. 
\Valnut Creek, CA 94596 
(510) 944-0700 
East Coast, Midwest, \Vest Coast 

Doug :Moritz 
Executive Vice President of Production 
\Vashington l\fortgage Financial 
Group, Ltd. 
C' •• :.,. Al\l\ 
.:,uau;; "'9Vu 

1593 Spring Hill Road 
Vienna, VA 22182 
(703) 790-0730 
Nationwide 

This list is current as of May 12, 1994. 
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PRIOR APPROVAL LENDERS 

1. American Savings Bank 
Income Property Lending 
17875 Von Karman 
Irvine, CA 92713-9689 
Fred Schwer, SVP 

2. California Federal Bank 
5700 Wilshire Blvd. 
suite 344-C 
Los Angeles, Ca 90036 
Joe Ursino, SVP 

3. Executive House 
7517 Greenwood Ave. North 
Seattle, WA 98103 
John Mills, President 

4. First central Bank 
11812 E. south Street 
Cerritos, CA 90701 
Wayne Ward, SVP 

5. Honfed Bank 
188 Merchant Street 
Honolulu, HI 96813 
Loralyn Cachola, AVP 

6. LIHF 
Low Income Housing Fund 
605 Market Street, Ste. 709 
San Francisco, CA 94105 
Daniel M. Liebsohn, President 

7. Metmor Financial, Inc. 
10866 Wilshire Blvd. 
Suite 1400 
Los Angeles, CA 90024-4303 
Vincent G. Maher, FVP 

8. PFC Corporation 
170 Newport Center Drive 
suite 245 
Newport Beach, CA 92660 
Lou Grasso, President 
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(714) 252-3765 

(213) 932-4444 

(213) 865-6138 

(808) 546-2200 

(415) 777-9804 

( 213) 857-4558 

(714) 760-3800 
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9. Pacific Commonwealth Mortgage 
100 Shoreline Highway 
Building A 
suite 125 
Mill Valley, CA 94941 
Martin Riskin, President 

10. Quaker City Pederal 
savings, Loan Assoc. 
7021 Greeleaf Avenue 
Whittier, CA 90602 
David Todd, VP - Secretary 

11. SAMCO 
1333 Lawrence Expressway 
suite 415 
Santa Clara, CA 95051 
David c. Nahas 
Chief Lending Officer 

12. Seattle Mortgage Company 
1800 112th Avenue N.E. 
Suite 300 
Bellevue, WA 98004 
John Hinkle, VP 

13. TR.I Capital Corporation 
1 nn n.;: .,...#'II, C!-t-,,..~.a'P ~vu • ~,,..,_, ..., ti..L. .._"'-...,. 

23rd Floor 
San Francisco, CA 94111-5102 
John Sweazey, President 

14. Union Bank 
225 S. Lake Blvd., Suite 605 
Pasadena, CA 91101 
Lewis J. Hastings, Jr. 

15. U.S. Bancorp Mortgage co. 
1111 Third Avenue 
Suite 1400 
Seattle, WA 98010 
James Sullivan, EVP 

16. Western Bank 
15260 Ventura Blvd. 
Suite 665 
Sherman Oaks, CA 91403 

(415) 332-9200 

(213) 698=0151 

{408) 985-8110 

(206) 451-2102 

(415) 989-9000 

{818) 304-1767 

{206) 447-7374 

Ben Slayton, Managing Director (818) 981-7500 
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FREDDIE MAC - PROGRAM PLUS PILOT 

Introduction/Background 

Freddie Mac has created a program where Freddie Mac Program Plus Seller/Servicers and 
approved Multifamily Seller/Servicers can sell affordable housing loans. the Pilot will allow 
existing Program Plus Seller/Servicers to expand the type of products they offer and to 
originate and service multifamily mortgages that meet the special affordable criteria. 

Pilot Initiative Summary 

Loan Approval: 

Eligible Seller/Servicers: 

Purpose of the Loan: 

Loan Sire: 

Fee Simple/Whole Loans: 

Eligible Properties: 

This is a prior approval program. All loan approvals and 
underwriting decisions will be made by Freddie Mac. All 
properties will be physically inspected by a Freddie Mac 
employee. 

Program Plus Seller/Servicers and approved Multifamily 
Seller/Servicers for affordable housing in the Western Region. 

To refinance existing indebtedness or to finance the 
purchase/acquisition of a property that is considered affordable 
with a majority of the units meeting the special affordable 
housing goals. Rehabilitation which exceeds $5,000 per unit, is 
permitted under certain circumstances. It is also allowed with 
appropriate escrow agreements in place (typically repair, 
replacement reserve and debt service escrows). Unless approved 
by Freddie Mac, Substantial rehabilitations must be completed 
prior to mortgage purchase. 

For mortgages in which there will be rehabilitation of more than 
$5,000 per unit, the mortgage amount will be determined 
utilizing existing rents and projected expenses which take imo 
account reasonable and substantial operating expense reductions 
resulting from the rehabilitation. Release of any escrowed funds 
to cover the cost of repair or operating deficits will be made 
with the approval of the Seller/Servicer and/or Freddie Mac. 

- $500,000 to $20 million 

- Loans must be fee simple; no leasehold mortgages 
- Whole loans only are eligible for purchase 

- Those with twenty or more units 
Properties ten years or older may require some rehabilitation 

110 



Ineligible Properties: 

LTV Ratio: 

OCR: 

Cash Out: 

Term: 

Amortization: 

Interest Rates: 

based on engineering report findings 

- Properties where the commercial rents are greater than 20 % of 
the gross income 

- Propert1es that is more than 20% student or military housing 
- Freddie Mac REO, unless approved by the VP of P & PD 
- Propenies comprised of single room occupancy units 

- Maximum LTV Ratio for the First Mortgage: 
- maximum of 60% (without a credit enhancement) 
- maximum of 85% with a 25% top loss credit 

enhancement provided by a third party 

Acceptable forms of credit enhancements: 
- State or locai HF A guarantees 
- LOC from an accept.able institutions 
- Collateral pledge (subject to approval from 

Freddie Mac) 

- Minimum of 1.30 for the first mortgage 
1 ')foi f,.,,., n•u,,pp nrnn,,,rt1~c, th<>t <>r.-. , u.-.-:,rc, ,.,,1,1 nr 1P.,., 
...... ., ... " ... ,.._ ......... ..,.,,_ Y.l"yw'&•&~.a .......... ~ ...... ., ]""'4.&.&J ""'" ..... ,.,. llt,,r.;llt,;J 

6,....,nnn.mi~r.1llu n~tk m~n;ft'l..-:1.l rf.a.f~~.,..f TT'll.,_;n+an":Jn., ... ~ ..,,..,, .. ,.,v,,-1,1;,.,.u.u,1, na1,u JIIIJl.&,UIQ..l U .... .1.~.1 llwU .IIIQIJJl,\,,,.IQ.11""""" 

1.20 - 1.25 with accept.a.bl~ public financing :1J1d enhancements 
as noted above 

- Minimum of 1.15 for the combined debt 

The minimum DCR is based on a standard amortii.ation 
sche.duie not to exceed 25 years. 

Freddie Mac reserves the right to set limitations on the amount 
of the cash out to the borrower 

10, 15, 20 and 25 years (30 ye.a.rs under certain conditions such 
as new construction or substantial rehab). LIIITC properties 
must have a tenn of not less than 15 years. 

- fixed rate, fully amortizing loans 
- monthly payments of principal and interest 
- Properties with project•base<l Section 8 with a maturity less than 

the loan term will required Freddie Mac prior approval. Shorter 
amortization andior a sinking fund win be required, 

Fixed-rate interest rates for lhe term of the Joan based on a risk­
based pricing and the Quality Rating System 
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Pricing: All loans will have a fixed interest rate which will be established 
on a loan by loan basis in accordance with risk-based pricing of 
each loan as determine.d by Freddie Mac. 

Funding Period: Immediate fundings only with thiny- and sixty-day mandatory 
delivery contracts (sixty-day mandatory delivery will be priced 
accordingly) 

Freddie Mac Lender Fees: None (par lender) 

Recourse/Guarantees: None 

112 



Federal Home Loan Mortgage Corporation 
(Freddie Mac) 

Program Plus Seller/Servicers 
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• Reilly Mortgage Group, Inc. 
James R. Kozuch, President 

McLean, VA 
703-760-4700 

Republic R~alty Mort~ C<!rporat~on 
William P. Kauffman, Senior Vice President 

Chicago, IL 
312-845-8567 

Sibley Mortgage Corporation 
David M. Fagen, Senior Vice President 

Rochester, NY 1 

116-232-1620 l 
I 

- Standard Mortgage Corporation · l 
Lowe,ySmith, &ecutive Vice President 

New Orleans, L4 
504-581-3383· 

TRI Capital Corporation • 
James Reid, &ecutive Vice President 

• -San Francisco, CA 
415-989--9000 

• Towle Real Estate 
Michael R. Meents, Senior Vice President 

Minneapolis, MN 
612-347-9310 

YalleyBank 
'James A. Fourness, Vice President 

-Appleton, WI 
414;738-3800 

Washington Mortg~e Financial Group 
Shekar Narasimhan, President 

Vienna, VA' 
. 703-790-0730 

Washington Mutual Savings Bank 
Robert J. Flowers, Senior Vice President 

Seattle, WA 
206-461-2503 

Wells Fargo Bank, N.A. 
Judith A. Brant, Vice-President & 

General Manager 
San Francisco, CA 

415-396-6612 

Western Bank 
Ben Slayton, Managing Director 

- Sherman Oaks, CA 
818-981-7500 
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Freddie Mac Program Plus Lenders 

ARCS Mortgage, Inc-
Bennett M. Cane. Vice President 

Calabasas, CA 
818-880-2853 

American Residential Mortgage CorporatiorJ 
_ Tony Scholl, Vice President 

, La Jolla, CA 
- 619--535-4490 

Banc One.Mortgage Corporation 
-Julian Rog~rs, Vice President 

Indianapolis, IN 
317-321-8100 

Bankers Mutual 
Trent D. Brooks, President 

Newport Beach, CA 
714-851-9973 

- . Bank United of Texos 
Dennis Downey, Vice President 

' -Dallas, TX • 
214-705-0804 

Berkshire Mortgage Financial (KMCLP) 
'Ronald Helpern, &ecutive Vice President 

Boston, MA 
617-423-2233 

Carey, Kramer, Silvester, Rex, Simigran 
& Associates • 

Larry Silvester, President 
Miami,'FL 

305-264-2811 

w.· Lyman Case Holding Company 
H. E. Schmidt III, President . 

- Columbus, OH 
614-481-3900 

Col-,,mbia Equities, Ltd. 
Steven Szigetvari, Vice President 

Tarrytown, NY • 
914-631-2222 

Columbia National Real Estate Finance 
John Renner, President 

Columbia, MD 
410-964-8844 

Community Preservation Corporation 
John Mcc__arthy, &ecutive Vice President 

- - New York,-NY 
• 212-869--5300 



I 

Dorman and Wilson, Inc.. 
Donald L. Tripp, Senior Vice President 

White Plains, NY 
914-949-0520 

Emigrant Savings Bank. 
Jay Noyes, Senior Vice President 

' New York, NY· 
212-8504389 

Financial Federal Savings Bank 
Frank Stallworth, Senior Vice President 

Memphis.TN 
901-756-2848 

First Commercial Mortgage Company 
William Roehrenbeck, President 

Little Rock, AR 
501-371-666(] 

Firsi Natfonal Bank of Omaha 
Robert J. Horak, Vice President 

nmnhn, NF, 
402-341-0500 

Fi,:st Securiiy Bank of Uiah 
William Starkweather, 

Manager, Income Property 
Bait Lake City, UT 

801-246-1079 

Great Lakes Financial Group 
• Joseph A. Bobeck, President 

Cleveland, OH 
216-831-1300 

Hartger & Willard Mortgage Associates, Inc. 
David McDonald, Vice President 

Grand Rapids, Ml 
616-4594556 

Homebanc of Atlanta 
Michael Galla, Senior Vice President 

Atlanta, GA 
404-8414694 

Inland Mortgage Company 
, Candy Hagen, Vice President 

Indianapolis, IN 
317-844-7788 

John /Jancock Real Estate Finance, Inc. 
Bayard U. Livingston, 

Executive Vice President 
Boston, MA 

617-572-5705 
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- LJ. Melody and Company · 
Jeffrey Majewski. Controller 

Houston, TX 
713-787-1933 

Larson Financial Resources 
Michael Forney, Managing Director 

Somerset, NJ 
908-560-3900 

Latimer & Buck of Florida, Inc. 
Bill Loving, Executive Vice President 

Jacksonville, FL 
904-737-9936 

Liberty Federal Bank 
Robert Rose IT', Secondary Market Administrator 

Ewzene. OR 
50~334-3016 

Metmor Financial, Inc. 
Eugene B. Ansley, Seriior Vice President, 

Commercial Real Estate 
Overland Park, KS 

913-661-6780 

Mitchell Mortgage Company 
Don Hickey, Assistant Vice President 

Financial Operations/Commercial Lending 
The Woodlands. TX • 

713-377-7800 

National Bank of Alaiika 
Jan Sieberts, Senior Vice Preisdent 

Anchorage, AK 
-907-265-2991 

National City Mortgage Company 
Jeffrey Hendrickson, Vice President 

• Miamisburg, OH 
513-436-4160 

National Cooperative Bank 
Sheldon Gartenstein, Vice President 

• New York, NY 
212-80~0880 

Northland Financial. Company 
Lawrence Stephenson, Manager -

Multifamily Investments 
Bloomington, MN 

612-921-8004 

. Real Est.ate Financing, Inc. 
Steven Stanley, Vice President 

Montgomery, AL 
205-832-8786 I 
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§3.100 

desist proceedings, civil money pen­
alties, or the conditioning or denial of 
applications. The Office also may, in 
its discretion, take any action author­
ized by law. in lieu of a directive, in re­
sponse to a bank's failure to achieve or 
maintain the applicable minimum cap­
ita.I ratios. 

INTERPRETATIONS 

t 3.100 Capital and nrplu. 
For purpoeea of determining statu­

tory ltmtts that are based on the 
amount of bank's capital and/or surplus, 
the provtsiona of this section a.re to be 
used, rather than the deflnltions of 
capita.I contained in §3.2. 

(a) Capital. The term capital as used 
ln provisions of law relating to the cap­
ita.I of national banking associations 
shall include the amount of common 
stock outstanding and unimpaired plus 
the amount of perpetual preferred 
stock outstanding and unimpalred. 

(b) Capital Stock. The term capital 
itock as used 1n provisions of law relat­

....,. Ing to the capital stock of national 
....,. banJdng associations, other than 12 
00 U.S.C. 101, 1T1 and 1'18, shall have the 

same meaning as the tenn capital set 
forth 1n pa.ragra.ph (a) of this section. 

(c) Surplw. The term .rurplw as used 
in provtsiona of law relating to the sur­
plU.11 of national banking associations 
means the aum of paragraphs (c) (1). 
(2), (3) and (4) of this section: 

(1) Capital surplus; undivided profits; 
reserves for contingencies and other 
capital reserves (excluding accrued 
dlvtdenda on i,erpetual and Umlted life 
preferred st.ock); net worth certlncates 
tuued pursuant to 12 U.S.C. lm(t); mi­
nority interests in consolidated sub­
stdlarlea; and allowances for loan and 
lease loeses; mino.s intangible assets; 

(2) Purchaaed mortpge servicing 
rights; 

(3) Mandatory convertible debt to the 
extent of 20% of the sum of paragraphs 
(a) and (c) (1) and (2) of this section: 

(4) Other mandatory convertible 
debt. limited Ufe preferred stock and 
subordinated notes and debentures to 
the extent aet forth tn paragraph (f)(2) 
of this section. 

(d) Unimpaired Surplw Fund. The 
term unimJ)CliTed .rurplw fund as used in 
provtatons of law relating to the 
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unimpaired surplus fund of national 
banking associations shall have the 
same meaning as the term surplus set 
forth in paragraph (c) of this section. 

(e) Definitions. (1) Allowance for loan 
and lease losses means the balance of 
the valuation reserve on December 31, 
1968, plus additions to the reserve 
charged to operations since that date, 
less losses charged against the allow­
ance net of recoveries. 

(2) Ca,ntal surplus mep-.: the total of 
those accounts refiectin~~ , 

(i) Amounts paid in in excess of the 
par or stated value of capital stock; 

(11) Amounts contributed to the bank 
other than for capita.I stock: 

(ut) amounts transferred from undi­
vided profits pursuant to 12 U.S.C. 60; 
and 

(iv) Other amounts transferred from 
undivided profits. 

(3) Intangible assets means those pur­
chased assets that a.re to be reported as 
intangible assets in accordance with 
the ln.ftructimu--Coruoliclated Reporu of 
Condition and Income (Call Report) . 

(4) Limited Life preferTed dock means 
preferred stock which has a maturity 
or which may be redeemed at the op­
tion of the holder. 

(5) MandatOTJt convertible debt means 
subordinated debt instruments which 
unquallOedly require the issuer to ex­
change either common or perpetual 
preferred stock for such instruments 
by a date at or before the maturity of 
the instrument. The maturity of these 
instruments must be 12 years or less. In • 
addition. tbe instrument must meet 
the requirements of paragraphs (0(1)(1) 
through (v) of this section for subordi­
nated notes and debentures or other re­
quirements published by the OCC. 

(6) Mjnority interest in consolic'ated 
.rublidianes means the portion of equity 
capital accounts of all consolidated 
subsidiaries of the bank that is allo­
cated to minority sh&reholders of such 
subBidiaries. 
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('1) Monoaae iervicing rights means the 
bank-owned rights to service for a fee 
mort;gage loans that are owned by oth­
ers. 

(8) Pef'J)etual preferTed !tock means 
preferred stock that does not have a 
stated maturity date and cannot be re­
deemed at the option of the holder. 

t Comptroller ot the currency, Treasury 

(0 Requirements and Restrictions· Lim­
ited Life Preferred Stock, Mandatory Con­
vertible Debt, and Other Subordinated 
Debt-(1) Requirements. Issues of Umited 
life preferred stock a.nd subordinated 
notes and debentures (except manda­
tory convertible debt) mu.st have origi­
nal weighted average maturities of at 
least five (5) years to be included in the 
definition of surplus. In addition, a sub­
ordinated note or debenture must also: 

(I) Be subordinated to the claims of 
depositors; 

(ii) State on the instrument that it is 
not a deposit and is not insured by the 
FDIC; 

(Ul) Be approved as capital by this 
Office; 

(tv) Be unsecured; 
(v) Be ineligible as collateral for a 

loan by the issuing bank; 
(v1) Provide that once any scheduled 

payments of principal begin. all sched­
uled payments shall be made at least 
annually and the amount repaid in 
each year shall be no less than in the 
prior year; and 

(vii) Provide that no accelerated pay­
ment by reason of default or otherwise 
may be made without the prior written 
approval of the Office. 

(2) Restrlctiom. The total amount of 
mandatory convertible debt not in­
cluded in para.graph (c)(3) of this sec­
tion, Umtted life preferred stock and 
subordinated notes and debenture; con­
sidered as surplus is 11mited to 50 per­
cent of the sum of paragraphs (a) and 
(c) (1), (2) and (3) of this section. 

(3) Reservation of authority. The occ 
expressly reserves the authority to 
waive the requirements and restric­
tions set forth in paragraphs (O (1) and 
(2) of this section, in order to allow the 
inclusion of other 11m1ted life prefe.rred 
st0ck, mandatory convertible notes 
a.nd subordinated notes and debentures 
in the capital base of any national 
ba.nk for capital adequacy purposes or 
for purposes of determining statutory 
ltmi ts. The OCC further expressly re­
serves the authority to Impose more 
stringent conditions than those set 
forth in p&.ragra.phs (0 (1) a.nd (2) of this 
section to exclude any component of 
Tier 1 or Tier 2 capital, in whole or in 
Pllrt, as part of a national bank's cap­
ital and surplus for any purpose. 
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(g) Transitional rules. (1) Equity com­
mitment notes approved by the occ as 
capita.I and Issued prior . to April 15 
l985. may continue to be included i~ 
paragraph (c)(3) of this section. All 
other instruments approved by the OCC 
as capital and issued prior to April 15. 
1985, are to be included in para.graph 
(c)(4) of this section. 

(2) Intangible assets (other than 
mortgage servicing rights) purchased 
prior to April 15, 1985, and accounted 
for in a.cco1 ~ ·, • h ... 1 w1 th OCC instruc­
tions, may continue to be Included as 
surplus up to 25% of the sum of para­
graphs (a) and (c)(l) of this section. 

(Approved by the Office or Management and 
Budget under control nwnber 1557~ 166) 

150 FR lO'll&, Mar. 14, 1985. as amended at 55 
FR 38801. Sept. 21, 1990} 

APPENDIX A TO PART 3-RISK-BASED 
CAPITAL GUIDELINES 

Section 1 • Purpose, ApplfcabilftJ, of Guidelin~ 
and Deffn1tioru. ' 

(a) Purpose. U) An Important function or 
the omce or the Comptroller or the Currency 
(OCC) la to evaluat.e the adequacy or capital 
maintained by each national bank. Such e.n 
eV&luatton involves the consideration or nu­
mero!18 factors, Including the riaktnesa or a 
ba.nk a asaeta and arr-balance sheet Items 
Thia appendix A lmplementa the occ•, risk~ 
baaed capital gujdellnea. The risk-baaed e&Jr 
It.a.I ratio derived from those Pldellnea la 
more ayst.ematlcally senattlve to the credit 
rtsk usoclat.ed with various bank acttvitlea 
t.ban, la a capital ratio hued strictly 00 a 
bank a total balance sheet useta. A bank'• 
risk-baaed capital ratio 111 obtained by divid­
ing Its capital base (as deflned In section 2 or 
this appendix A) by It.a ruk-welghted useta 
(aa calculat.ed pursuant to sect.ton 3 of this 
appendix A). These gujdellnes were created 
within the framework established by the re­
port lsaued by the Committee on Banking 
Reguiattons ana Supervtaory Practlcea In 
July 1988. The OCC believes that the risk­
baaed capital ratio la a userut tool In evalu­
ating the capital adequacy or all national 
banks, not Just those that are active 1n the 
lnt.ernatlonal banking system. 

(2) The purpose or this appendlz A Is to ex­
plain precisely (l) how a national bank's 
rut-baaed capital ratio la determtned e.nd 
(U) how these risk-hued captt.aJ. guidelines 
are applled to national banks. The occ wm 
review these iruJdellnea periodically for pos­
sible adJnatmenta commensurate wJth Its ex­
perience with the rtak-bued caplt.a.1 ratio 
ud with changes In the economy, financial 
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markets and domestic and international 
banking practlceis. 

(b) AppltcabilttJ·. (1) The riak-baaed capital 
ratio derived from these guldelloea ta an Im­
portant factor ti:1 the occ•a evaluation of a 
bauk'a capital adequacy. However. since tbls 
measure addre8$9S only credit risk. the Bo/. 
mloimwn ratio 11hould not be viewed as the 
level to be targ1,ted. but rather as a noor. 
The Onal aupenlaory Judgment on a bank's 
capital adequacy· la based on an lndtvldual­
ized assessment or numerous !acton, Includ­
ing those listed In 12 CFR 3.10. As a result. It 
may differ from the conclusion drawn from 
an Isolated comparison or a bank's risk­
baaed capital rat.lo to the 8% mlnlmum apec­
!Oed In these ll,l.ldellnes. ID addition to the 
st.aadarda estabUabed by these risk-based 
capital gutdeltn••• all oat1ooal banks must 
maintain a mint.mum capital-to-total uaete 
ratio to accorda:11ce with the provtalooa or 12 
CFRpart.3. 

(2) Effective December 31. 1990, these rlak­
baaed capital gu!deUnea wm apply to alt na­
tional banks. l!l the Interim. banks must 
malotaln m1D1rnum capital-to-total asset.a 
ratios as requllred by 12 CFR part 3, and 
abollld begin preparing for the Implementa­
tion or these risk-baaed capital ptdeUnea. ID 
thJa regard, eacb national bank that does not 
cun-ently meet the final minimum ratio es­
tabUsbed In sec1~on 4(b)(l) of tbla appendix A 

,..... ahollld begin i:dannlDlr for achieving that 
to at.aadard. 

(3) These risk-baaed capital guJdeUnes wlll 
not be applied 1i0 federal branches and agen­
cies of foretp bankl. 

to) De/lnfttom. For pw,,oaea of th!a appen­
cllx A. the follo1nng detlnltlona applr. 

(1) AUotOGnca for loe1n and leue Iossa· 
means the balt~ce or the valuation reeene, 
on December 31, 1968, plua additlona to the, 
reaene charged to operat1ona since that; 
date, less loues charged agalD8t the allOW·· 
ance net of recc:.veriea. 

(2) Alsodoted COfflJXlnll means any corpora•• 
tlon, partnerabJp. buslneaa trust. Joint ven•• 
tan. U110Ciatl1)n or almllar organization b:1 
which a national bank dlntctly or indlrectlJr 
holds a 20 to 50 percent ownenhtp interest. 

(3) Bankfnf 11n4 /lnance fldmdiaVJI meam 
any nbllld.lary of a national bank that en­
gages to bankllq- and flD&D~related activi­
ties. 

(f) CasA Henu In the proam of collectu>11 
means checb •Dr draft.a ID the procea of col­
lection that are drawn on another depoaltor., 
Institution, lncladJDg & central bank. an1II 
that are .-yaltde tmmedlate)y upon preee11.­
tatlon in the c:ountry in which the reportlQI' 
bUlk'e omce that la cleuine or collectlDir 
the check or dnJt ls located; -U.S. Govenn­
meot cbeckl 1~t are dn.wn on tllle UDited. 
States Treuur7 or any other U.S. Goven1-
ment or GoftnuneDt-epouorecl agency and 
tbat are payable tmmedlate)y upon preae11-­
tatloo; broker's eecmlty draRa and commO(l-
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lty or blli-of-lading drafts pa:,1.ble imme­
diately npon presentation lo the UnJted 
Sta.tea or the country In which the repo1rtlng 
bank's office that ls handling the draft.a ta lo­
cated; and unpoated debits. 

(5) Central government means the natlonal 
governing 1.utborit;y or a country; It Includes 
the departments, mlntatrtea and agencies or 
the central government and the central 
bank. The U.S. Central Ba.nk Includes tbe 12 
Federal Reserve Ba.nks. The definttlcm o( 
central government does not Include the fol­
lowing: State, provincial, or local govern­
ment.a: commercial enterprises owned ti- the 
central government. which are entltl,•i. 1,n,. 

gaged In actlvttlea Involving trade. com­
merce. or profit that are generally conducted 
or performed ln the private sector or the 
United States economy; and non-central gov­
ernment entitles whose obUgaUons are guar­
anteed by the central government. 

(6) Commitment means any arra.ogtiment 
that obUgatea a national bank to: (1) Pur­
chase loans or securities; or (ll) extend 1t:redtt 
In tbe form or loans or leases. pe.rtJcipaLtlona 
ln loans or teases, overdraft facilities, re­
volving credit ractutlea. or almJtar ·trans­
actions. 

('J) Common stockholders' equitJ, meam1 com­
mon stock, common stock au.rptua. undivided 
profit.a, capital reaenes, adjustments f.or the 
cumulative effect or foreign carrency trans­
lation and net oir unrealized IOSBea on non­
current marketable equity eecurltlea. 

(8) Conditional guarantee means a contin­
gent obllgatlon or the UnJted States Govern­
ment or It.a agencies. or the central govern­
ment or an OECD country. the vallcll!ty or 
which to the beneftctuy la dependent: upon 
some afD.nnatlve actlo~.g., servicing re­
qu.tremeata--on the part or the beoeOclary of 
the guarantee or a t.b1rd party. 

(9) Depo,tum, futftutlon meana a ni:ianctal 
Institution that engages In the buah1eaa or 
banklnr. that la recoptzed as a bank by the 
bank aupervl■orJ' or monet.ary anthol1.tles of 
the country or It.a Incorporation and the 
country of It.a pi1nc1pal bankiDg operations; 
that receives depoalte to a anbetantf&l extent 
lo the regular coune of bualnea: u1d that 
baa the power to accept demand depoialte. ID 
the U.S .• tbla deQDitlon encompusea all fed­
erally l1JaDred oarces of commercial b&nka, 
mutual and stock aavtnga banlm. aavlnga or 
buJldfq and loan aasoctattona (stock and 
mutual), cooperative banks. credJt muona, 
and International banking Cacuttlea of d~ 
mntlc deJ)OlltoJ."¥ lDatitutlon. Bank lboldfq 
comJJ&Dies are e:scluded. fk'om tb1a defllDltlon. 
For the pqrpoeea of U81gnlng rlak 11relghte, 
the dlfferentfatlon between OECD depoaltory 
institutions and non-OECD depositor., lDatl­
tutlons ta -...cS on the country of incorpora­
tion. Cl&1ma on branches and agenclei• of for­
elp bub located 1D the Untted· 81'.ILtee are 
to be caterarbed on the hula of the pa.rent 
b&ak'a country of incorporation. 
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(11)) E%change r<Jite contracts include: Crosa­
cWTency ftntereat rate awapa; forward foreign 
escba.Dtre rate contracts; CUJTency opttona 
pnrc,hatied; and anJr similar l11strument that, 
lo tbe <JP1Dion of t.ltle OCC, gives rise to atmt­
lar 1rtaks. 

(ll) floodunll means an intangible asset 
tha1~ re,presents t.he excess or the purchaae 
price on1· the fair market value or tana1ble 
and Identifiable Intangible a.asets acquired In 
purduu,ea account.ed ror under the purchase 
metJlodt of accounting. 

(12) lntanofble aneu Include, but are not 
limited to. l)UI'(lbued mortpge and credit 
car,! &enrlcJDg right.a. goodwill. favorable 
leuiehci,lda. and core depollt value. 

(13) lnterut rat.e contracts Include: Single 
cw,renc::, tnterea~ rate awape: baaia awape: 
fon,ant 1-ate agreements; Interest rate op­
Uona purchased; forward forward dapoatta ac­
cep·ted; and any almtlar 1.nstrument that, tn 
the oplDion of the ooo. gives rise to abntlar 
rial~. Including 11•hen-luued aecurtttea. 

(14) Nouotfon meRDS a bilateral contract be­
twe·en two count.erputlea under which any 
obtllgatJol!l to each other to deliver a given 
curreni:7 on a given date la automatically 
&mlt.lga1J11ated wit.Ji all other obllgatlons (or 
the 81.lme currency and value date, legally 
aubatltut1Dg one dngte net amount (or the 
previous groaa obUgatlona. 

(15) OECD-baled. cmintr1 means a member 
or the IX'OUplng or coUDtr1es tbat are tn1l 
me1mbe1ra of the 10rtranJat1on of Economto 
Coctpe1at:lon and Development, plu coUD­
tr111a tlil&t. have concluded ■peclal lending ar­
r&11,gementa with t.he International Mooet.ary 
Pw11d (IMF) &aaociated with the DlP'a Gen­
eral Arranpmenta to Bonow. Theae coUD­
tr11• •• 11.1'8 herelD.a.rter referred. to u OECD 
C01j;ftfria. . . . 

(ll8) 10rllginal mtiturlt, means, with reepect 
to a C4>mmJtmeot. the earlle■t i,oaJble date 
aft.er IL commttment t■ made on wblcb the 
co1Dm.1.tmeot la· acbeda.led to ezptre (f.e .• tt 
will niacb tt■ ■tated maturity and ceue to 
be bln•IUDc on either party). provfded tlaat et­
tht,r: 

(Jl) 'l'he commitment ls not aublect to e:s­
tea:1110111 or renewal and will actoa117 ezplre 
on It■ at.ated ezpllratlon date: or 

(U) ll the commitment ta sa.bJect to uten­
llon 01r renewal beyond t ta ■t.ated eQl.n.tlon 
da1:;e, the . ■t.ated expiration date will be 
d94tmed the orig1nal maturity ooly 1f the u­
te1udo:a or renewal maat be baaed upon terms 
an1i cc>nditlona . mdependentl7 necottated. in 
IQ)d faith with tlbe cust.omer at the time or 
tlut eJrtenalon Oil' renewal and upon a new, 
bmia Ila credit analysts utlUslDlr current in­
forma1t1on on a..u.ncJ&l condition and trends. 

{1'1) Preferrm mock includes the followtna 
1.mitnament■: (1) ConNfUble prefl!ITelJ rtock, 
wtiich • meau ~ferred atock· that: . ls 
IDILDdaL~ convertible blto either common 
or pe1-petua1 preferred. stock; (ll) IntffffletU­
att.'-tenn preferred 1tock. which means pre-
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!erred stock with an original maturity of at 
least nve 1eara. but leaa than 1Al years; (111) 
Long-term preferred stock, which meaoa pre­
ferred stock with an original maturity or 1A) 
years or more; and (Iv) Perpetual pre{eTTed 
stock. wblcb means preferred stock without a 
nsed maturity date that cannot be redeemed 
at the option of tbe bolder. and that has no 
other provtslona that will require future re­
dempUon o( tbe lasue. For purpoaetll of these 
lnetruments. prefen11d atock that can be re­
deemed at the option or tbe holder is deemed 
to have an orlgfnal maturlt1.1 ot the earlteat 
poaalble date on wbJcb lt m.'ly. be so re-
deemed. • 

(18) Publfc-sector entities Include states. 
local 1.uthorltlea and governmental aubdivt­
slona below the central government level tn 
an OECD country. ID the United Sta.tea. tbia 
de0nlt1on encoml)Uees a state, county, cit:,, 
town. or other munJclpal corporation. a pub­
lic authority. and generally any pubUcl7-
owned entity that la an Instrumentality or a 
state or mu.niclpal corporation. Thia deOnt­
tloo does not include commercial companies 
owned by the publtc aector.1 

(19) Reciprocal holdtn,, of bank capital in­
ltrunlfflts means cro .. boldinp or other for­
mal or Informal arrangement.a l.n which two 
or more ba.nklng organJsatlona swap. ex.­
change, or otherwtee agree to bold each oth­
er•• capital 1118tnunenta. Tlda deffnJtloo does 
not I.Delude holdings of capital tmtnunenta 
Jaaed by other bankl.ng orpnizatlom that 
were taken in aatlllactlon of debt.a ~ 
Tfouali, contracted, provided that the report. 
l.nc national bank bu not held aucb IDatru­
mente for more th&:a nve yean or a loapr 
period approved b,- the occ. 

(20) ~I co,t means. with reapeot to 
tntereat rate and e:scb&np nte oootract.e. 
the lOA that would be inoarred In the event 
of a counterpart,- default, u meuured by 
the net coat or replacfng the contract at the 
current market value. If default would resalt 
in a theoretical . profft, the reJJlacement 

. value la coutdered to be zero. The mark-t.o­
market proceea ahoald Incorporate chanpe 
in both intenat rat.ea &Dd COUDterpa,rty cred­
l t Qullty. 

(11) /laidentt!Jl propertta means bouaea. 
condom!DJwnt, cooperative llDit■• and manu­
factured homes. Thla defllDltlon does not In­
clude boata or motor homea. even 1f aaed u 
a Jll'imarJ' reetdence. . 

(22) Buk-wefoh.ted aaeu means the awn or 
total rlak-wefchted balanoe abeet a.et■ and 
the total of rlak-welgbted off-balance aheet 
credlt equivalent amount.a. . .IUlk-wetabted 
balance a.beet and otr-t.lance sheet a.eta 
an calculated in accordance with section 3 
of tbfa appencllx A. 

t See DeffDitlon (6). Central UOtJffllnlnt, for 
ftlrtber uplanatlon of commercial , compa­
Dies owned by the pnbllc aector. 
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(23) State meana any one of the several 
states of the United States of America, the 
DI.strict of Columbia. Puerto Rico. and the 
territories and poueBBlons of the United 
States. 

(24) SUblidtari, means any corporation. 
partnerablp, bualneaa tmat. Joint venture. 
asaoclation or 111.mtlar organization ln wblcb 
a national bank directly or Jndlrectly bolds 
more than a 50% ownersblp Interest. Thia 
definition does not Include ownersblp Jnter­
esta tbat were taken In satisfaction of debts 
previously contracted. provided that the re­
pri ~~!lg bank baa not held the interest for 
m .. - , IUD five years or a longer period ap­
proved by the OCC. 

(25) Total capital means the awn or a na­
tional bank's core (Tier I) and quallfJ'llll' 
aupplementary (Tier 2) capital elementa. 

(26) Uncondttionalli, cancelable means. with 
respect to a commltment.-type lending ar­
rangement. that the bank may. at any time. 
with or without cause. refUse to advance 
tunds or extend credl t under the faclll ty. In 
the case of home equity llnes of credit. the 
bank ta deemed able to unconditionally can­
cel the commitment if it can. at lta option. 
problblt additional extensions of credit. re­
duce the line. and terminate the commlt,. 
ment to the full extent permitted by rel­
evant Federal law. 

(2'1) United Stata Gatiernment or its a,mcies 
meana an lnatrumentallty of the U.S. Gov­
ernment whON debt obUgationa are fUJly and 
espllcltly guaranteed u to the timely pay­
ment of principal and interest by the full 
ratth and credit of the United States Govern­
ment. 

(28) United States Govemment-Jp01U0Ted 
a,enc, mean.a an agency or1g1.nally estab­
llahed or chartered to aerve public purposes 
speclfted by the United States Congrea, but 
whoee obllgationa are not ezpllcltly guaran­
teed by the fDll f&lth and credit of the United 
States Government. 

s«tion 2. Components of Capital. 

A national bulk's qualll'J1111' capital bue 
oollllata of two ~ of capital-core (Tler 1) 
and supplementary (Tier 2). 

(a) Tiff I Copital. The followtng elementa 
compriae a national b&Dk'1 Tter 1 capital: 

(1) Common atockholden• equity; 
(2) Nonoamulative perpetnal . preferred 

stock and related aurplu: and ll 
(3) Minority intereata in the equity ao­

C011Dtl of oonaolldated subeldlarlee. 

•Preferred stock laauee where the dividend 
la reeet periodically bued upon CUNDt mar­
ket conditions and the b&Dk'I current credit 
ratiDC, inclad.lng bat not llmlted to, auction 
rate, mone7 market or remarketable pre­
ferred atock. are aaatgned to Tter 2 capital. 
regardle11 or whether the dividends are cu­
mulative or noncumulative. 
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(b) ner 2 Capital. The following elements 
comprise a national bank's Tier 2 capital: 

(1) Allowance for loan and lease losses. up 
to a mwmwn of 1.25% of risk-weighted as­
seta,' BUbJect to the transition rules in sec­
tion 4(a)(2) of thts appendix A; 

(2) Cumulative perpetual preferred st.ock. 
long-term preferred st.eek. convertible pre­
ferred st.ock. and any related surplus, with­
out Umlt. 1f the iBButng national bank baa 
the option t.o defer payment of dividends on 
these Instruments. For long-term preferred 
st.eek, the amount that ls eligible to be In­
cluded 88 T1er 2 capital ls reduced by aw. of 
the original amount of the tmtrument (net 
of redemptions) at the beginning of each of 
the 188t nve years of the life of the instru­
ment: 

(3) Hybrid capital instruments, without 
limit. Hybrid capital Instruments are those 
Instruments that combine certain character­
istics of debt and equity. such as perpetual 
debt. To be Included as T1er 2 capital, these 
instruments must meet the following cri­
teria:• 

(I) The lnstrument must be unsecured, sub­
ordinated to the claims of depositors and 
general credit.ors. and fUJly paid-up; 

(ti) The Instrument mUBt not be redeem­
able at the option of the bolder prior to ma­
turity, ezcept with the prior approval of the 
OCC; 

(111) The lnatrument must be available to 
participate in louee wblle the lssuer ta oper­
ating u a rollll' concern Un thta regard, the 
lnatrument mUBt automatically convert to 
common stock or perpetual preferred stock. 
lf the 8111D of the retalDed earninp and cap­
ital aurplUB accoants of the laauer shon a 
negative balance); and 

•The amo11Dt of the allowance for loan and 
leue loeaes that may be included In capital 
11 baaed on a percentage of risk-weighted as­
aeta. The croa sum of riak-walghted 8.888tl 
UBed in thla calculation includes alt riak­
welgbted uaete, with the ezception of the 
uaete reqaired to be deducted 11Dder section 
3 In establlablng rilk-wetgbted 8.888ta (f.e .• 
the uaeta reqalred to be deducted from cap­
Ital ander aection 2(c)) of tbla appendlz. A 
bank:1111' organization may deduct reserves 
for loan and leue loaea in e:s:ceu of the 
amoant permitted to be included u capital, 
u •ell u allocated tn.mfer risk reaenea 
and reaenea held agalnat other real estate 
owned, from the groa 1am of risk-weighted 
uaetl In computing the denomlnator of the 
riak-bued capital ratio. 
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• Mandatory convertible debt lnatnnnenta 
that meet the reqairementa of 12 CFR 
3.100(e)(6), or that have been prevtouly ap­
proved u capltal by the OOC, are treated u 
quallb1n&' hybrid capital Jnatrumenta. 
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(Iv) The Instrument must provide the op­
tion for the Issuer to defer principal and in­
terest payments. lf 

{A) The Issuer does not report a net pron t 
for the moat recent combined four quarters, 
and 

(B) The issuer ellmlnates cash dividends on 
Its common and preferred stock. 

(4) Tenn subordinated debt Instruments. 
and Intermediate-term preferred stock and 
related surplus are included in Tier 2 capital, 
but only to a maximum of 50% of Tier 1 cap­
ital as calculated after deductions pursuant 
to section 2(c) of th.ls appendix. To be consid­
ered capital, term subordinated debt instru­
ments mUBt meet the req~lrements or 12 CFR 
3.100(0(1). Also. at the beginning or each of 
the last five years of the llfe of either type 
of Instrument, the amount that ls ellgible t.o 
be Included as Tier 2 capital ls reduced by 
10% of the original amount of that Instru­
ment (net of redemptions).• 

(c) Deductiom From Capital. The following 
items are deducted from the appropriate por­
tion of a national bank's capital base when 
calculating lts risk-based capital ratio. 

(1) Deductions from Tier 1 capital: 
(1) All goodwlll 111 deducted from Tier 1 cap­

Ital before the Tier 2 portion of the calcula­
tion la made, subject to the transition rules 
contained in section 4(a)(l)(ll) of tbls appeu­
dtll: A; and 

(ll) Except as provided In section 2(c)(2) of 
tbla appendlz A, all other intangible asseta 
are deducted from Tier 1 capita! before the 
Tier 2 portion of the calculation ls made. 

(2) Subject to the following condltlona, 
purchased mortgage sentctng rigbta and 
purchased credit card relation.ab1pe need not 
be deducted from T1er 1 capital. 

(1) The total of all Intangible uaeta wblcb 
are included in Tier 1 capital ta llmlted to 60 
percent of Tier 1 capital, of wblch no more 
than 25 percent of Tier 1 capita.I can consist 
of purchased credit card relationsblpe. Cal­
culation of these Umltatlona mast be based 
on Tier 1 capital net of goodwill and other 
dil&llowed intangible usetl. · 

1 C&p1tal lnatnunentl m&J' be redeemed 
prior to maturity wlth the prior approval of 
the OOC. The OCC typically w1l1 conalder re­
queatl for the redemption of capital lnstru­
menta when the lnatrumentl are to be re­
deemed wtth the proceeds of. or replaced by. 
a like amount of a B1mllar or h1Jher quality 
capital lnatrument. However. the OCC may 
deny redemption in such clrcwnstancea or 
allow redemption ln other clrcamatancea. 
baaed upon . Its evaluation of. the ctr­
cwnatancea of each cue .. The OOC mUBt be 
nottned 1n wr1t1Jll' of any reqant for re­
demption at least 30 days 1n advance of such 
redemption pursuant t.o the procedures in 
16.48 of tbJa chapter. 

• (Reserved). 
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(11) Each intangible asset whJch Is included 
in Tier 1 capital must be valued at the lesser 
of: 

(A) 90 percent of the fair niarket value of 
the intangible asset, determined In accord­
ance with section 2(c)(2)(U1) of tbls appendix 
A;or 

(B) 100 percent or the remaining 
unamortized book value of the intangible 
asset, determined at least quarterly In ac­
cordance with the instructions of the Call 
Report. 

(111) Banks shall determine the current fair 
market value of each intangible &<:!Set In­
cluded In Tier 1 capital at least qun.rterly. 
The quarterly determination of the current 
fa.tr market value or the Intangible asset 
must include adjustments for any slgnlflcant 
changes In original valuation usumptlona, 
including changes In prepayment estimates. 
In determining the current fair market value 
of the Intangible asset. the bank shall apply 
an appropriate market discount rate t.o the 
expected net cash flows of the Intangible 
asset. 

(3) Deductions from total capital: 
(1) Investments, both equity and debt, Jo 

unconaolldated banking and Ona.nee aub81d1-
arlea that are deemed to be capital of the 
aabm.dlary;t Nld 

(II) Reciprocal boldtnp of bank capital In­
struments. 

Section 3. Risk Cateooria/Wefahts for On-Bal­
ance Sheet Asaetl and Off-Balance Sheet 
Items 

The denominator of the risk-based capital 
ratio. i.e., a national bank's rtak-wetghted 
uaeta,1 ls derived by asslgn.1111' that bank's 
uaeta and off-balance sheet ltema t.o one of 
the four risk categories detailed in aectlon 
3(a) of thta appendlz A. Each category baa a 
spectnc risk weight. Before an off-balance 
sheet item la aaatgned a risk weight. lt 11 
converted to an on-balance sheet credit 
eqnlvalent amount In accordance with sec-

. tloa 3(b) of this appendlz A. The risk weight 
asalgned to a particular a&11et or on-balance 
sheet credit equivalent amount determines 
the percentage of that uaetlcredlt equiva­
lent that la ln~luded in the denominator of 
the bank's rl.sk-bued capital ratio. Any 
uaet deducted from a bank's capital in com­
puting the numerator of the risk-based cap­
ital ratio 11 not included u part of the 
bank's rlak-welghted. auetl. 
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'The OCC may require deduction of invest,. 
ments in other nbetdlutee and usoclat.ed 
companies, on a cu.by-<:a.ee buts. 

•The OOC resenee the rlcbt to reQaire a 
bank to compute lta risk-t.aed capital ratio 
on the bu1a of average. rather than period­
end. risk-weighted aaetl when necesu.ry to 
carry out the Pl1f'POHB of these guidellnee. 
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Some or the assets on a bank's balance 
sheet may reprc!IBent an Indirect holding or a 
pool or aasets. e.g.. mutual !UDds, that en­
compuees mor11, than one risk weight within 
the pool In tbciae altuatloDa. the aseet ls as-­
signed to the rli!k category applicable to the1 
blgbeat rlak-we:lgbted uaet that pool la per•• 
mltted to hold ll>Ul'8Uant to Its stated Invest-• 
ment obJectlven. However, tbe minimum rlsll: 
weight that 11111.y be aaalgned to such a pooll 
ta 20%. If, In 01-der to maintain a nece888.r]' 
degree or llquJdtlty, the fund ls perm.ltted t<, 
bold an tnstgnl.Dcant amount or Its lnvest,­
ments ID short--tenn. blghly-llqutd oecurltle11 
or superior cre,1Ut quality (that do aot qual­
lfY ror a prerer,11ntlal risk weight). such secu­
rities pnerallJr wlll not be taken Into ac­
count ID determining tbe risk category Intl> 
which the banlr.•a balding in the overall pool 
should be aaalgued. More detaJJ on the treat.­
ment or mort.11qe-backed securities la pl'Cl ... 
vided ln sect10111 3(a)(3)(1v) ,or this appendiz A .. 

(a) On-Balan,!:e Sheet Assets. Tbe followtn:r 
are the risk it:ategorleatwelgbts for on-b&ll­
ance sheet 1LS1M1,ts. 

(1) Zero percEmt risk udght. (l) Cub. lnclucl­
lnc domestic ai11d rorelgn carrenc:, owned and 
held ln all ofllces or a national bank or ln 
traDait. Any r1>relgn CWTODCY heldl by a DtL­
tloD&I bank alllould be converted into U.H. 
dollar equlvalttnts. 

(ll) Depoelt 1-esenea and other bll.ancee 1Lt 
Federal lleaet"11•e Danica. 

(Ill) Securtt:lea l118Ued b:,. and other direct 
cJalms on. th11 United Stat.ea Government c,r 
tt:a agencies. o-:r tbe central government or lilll 
OBCD oountr,•. , 

(Iv) Tbat portion of uaets d.lrectly and wm­
condl tlonally paranteed by the Unit.tel 
Statu Oovel'ltament or Its agencies. or tile 
central goven1ment or an OECD country.• 

(v) Tbat po1rtlon or local carrency olablu 
on or uncoadf.ttonally guaranteed by centrlLl 
IOfflDIDeDts or non-OECD coantrln. to tllle 
utent the baJ:tk bu local carrenCJ' llabWtlea 
ID that COUDt1:-y. Any amount of ncb clalJ:na 
tbat uceeda 1~ unoant of the bank's local 
currency llab:Wtles 19 umped i.> tbe 1oc11•t. 
rtak catQorr of aectlon 3(a)(4) of tbJe appe11-
dl%. 

(vi) Gold b11llllon beld In tbe bank's o,n 
ftulta or ID a111otber bank'■ vaulta on u allier 
cated buls, •to tbe atent It la backed by 
pld bullion lll.abWtlee. 

(vii) The bc1ok value of paid-ID 1'ederal Jte­
•ne Bank ltock. 

(2) 20 i,cn:e11t riM IOdoAt. (l) All dalma Oil 
depoeltory ll11Btltutlom IDcorpm,ated ID UI 
OBCD oount:ry. ud all Uleta bllcsked bJ' 1.lle 
full faith Ultd credit of depoeltor., laatl·tu-

• Por the treatment of prtvate)y-illrned 
mortcaP-bait:ked NOIU'ltiee where the under­
bins pool Ill oompmecl aolely of mortp,p­
rel&ted ■ecm:ttles iaued by GNMA. Ne tfl/ra 
note 10. 
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tlons incorporated In an OECD country. This 
Includes the credit equivalent amount ,or par­
ticipations In commitments and st.andlby let­
ters or credit aold to other depository lnstl­
tutlona 1ncorpora ted ln an OECD country, 
but only lf the 011gtnatlng bank r,amains lla­
ble to the customer or beneficiary for the 
run amount or the commitment or a1candby 
letter of cndit. Also Included ln thls cat­
egory a.re tbe credit equivalent amounts or 
risk pa.rtlclpatlon1 ln bankers' acceptances 
conveyed to other depository institutions In­
corporated In an OECD country. Betwever, 
bank-lSBr.mi securities that qualify as capital 
or the lsltu1ag bank are not Included ln this 
risk category, but are assigned t.o the llXJ•t. 
risk category of section 3(a)(4) or this appen­
dix A. 

(11) Clalms on. or guaranteed by depository 
lnstltutlona, other than the central bewk, in­
corporated In a non-OECD country, with a 
residual maturity or one year or le88. 

(111) Cash Items In the procesa or collec­
tion. 

(Iv) That portion of aaaets collateralltzed by 
the current market value or aecurttle1s taeued 
or guara.nteed by the United States llovem­
ment or Its agencies. or the central govem­
ment or an OECD country. 

(V) That portion of uaets conditJonally 
parant.eed by the United States i[Jovem­
ment or Its agencies. or the central govem­
ment or an OECD coantry. 

(vi) Securltlea laued by, or otheir dinct 
claims on. Untt.ed States Oovermnent-apon­
aored apnclee. 

(vil) That portion or ... ts guaruteed by 
United States Govermnent-aponaored agen-
cies.•• • 

1•Privatel7 lnued mortgage-backecl aecurl­
tla, e.g., CMOII and RBMICa. where tbe an­
derlyiDg pool la comprtaed aolely <,f mort­
~rel&ted securities luued bJ' GNMA. 
FNMA and PBLMC, will be treated 118 an lD­
direct boldlnlr of the underlying UMts and 
aaalgned to the 20% rtak category or this aec­
tlon 3(a)(2). If the underlying pool la com­
prised or ... r.a which attract dlffer"ent risk 
weights. e.1 .• PNMA securltlea and conven­
tlon&I mort,p.gea, the bank should pnerally 
ualp tbe ■ecurfty to the highest dale cat-­
egory appropriate ror any ... t ID 1i;.be pool. 
However, on a cue-by-cue buia. tbe OCC 
may allow the bank to ualgn the security 
proportionate!:, to tbe vanou rlak cat­
ecorl• hued on tbe proportion ID 11rhlch tbe 
rblk eatecor1es are represented bf the com­
p,elt1011 cub Don of the underlytng pool of 
... ta. Berore the occ will comlcler a re­
quest to proportionately rtak-wetgbt nch a 
NCarlty, the bank must bafl cmnnt lnfor­
mat1011 for tbe rel)Ql"ttq date tbat det.alla 
tbe compoelt1011 and cub now■ of title ander-
1~ pool of aueta. Pmthermore, berore a 
mortpp-rel&t.ed eecurity will recelive a rtak 
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(v111) 'I'bat portion of assets collaterallzed 
by the current market value of securities ls­
su1,d or guaranteed by United States Govern­
me,nt-aponsored 1lgencies. 

(Is) Claims repr,asentlng general obllga­
t1c,ns i:>f any public-sector entity In an OECD 
co1ilnt.1:-y, and that portion or any claims 
guaraiateed by any such public-sector entity. 
In the U.S .. these obligations must meet the 
rei:iulrements of 12 CFR l.3(g). 

IX) Claims on, or guaranteed by, official 
multilateral lending institutions or regional 
devel<1pment Institutions in which the Unit­
ed States Gove:rmnent ls a shareholder or 
contrtbu.t1ng member.u 

(xi) That portion of as~ts collaterallzed by 
the ctirrent market value or securities issued 
b:,· ofJ(lcial mult.llateral lending lnstltutiona 
or regional de,relopment institutions In 
which. the United States Government ls a 
sh.are.holder or contributing member. 

(xii) Assets collaterallzed by cash held in a 
segre1fated deposit account by the reporting 
n1:Ltioaal bank. 

(xiU) That portion or local currency claims 
cc1ndit1onally guaranteed by central govern­
ments or non-O:ECD countries. to the estent 
t1:1e bank bas local currency llabll1tles ln 
tbat country .. ~ny amount or such claJma 
tbat exceeds the amount of the bank's local 
currency llablU.tles la asatgned to the 100% 
risk c:ategory 01r section 3(a)(4) or this appen­
dllz. 

(3) 50 percent rule 10eight. (I) Revenue obllga­
t1ona of any publlc-aector entity In an OECD 
c1:,untry for which the underlying obllgor la 
tile J)Ubllc-aector entity. but which are re­
payable aolely from the revenua generated 
by t1:1e project nuanced through the Issuance 
or th,a obl1gatlo1111. 

(11) The credit equivalent amount of lnter­
e:st l't.te and e1cbange rate contraots, cal­
clllat.ed ln accordance with section 3(b)(5) or 
t:tua appendiz ;~. that do not qualify for ln­
clualon ln a lower risk category. 

(111) lt..oans secured by Ont mortgages on 
one-1;o-four family residential properties. ei­
ther owner-occupied or r,anted, provided that 
such Joana are not more than 90 da:,a past 
d.ue. or on nona,ccrual or restructured. It la 
i:1resumed that such loans will meet prudent 
1i1ndeirwrttlng i1tandards. Furthermore. r,aa1-
cllent1al property loans that are made ror the 
i•~se of construction nnanclng are as-

,,eight lower tllla.n 100•/4. it muat meet the 
<:ritAtria aet roith in section 3(a)(3)(lv) of this 
ILPP!tDdlb A. 

Wl'beae lnatltutlona include. but are not 
llmtted to. the International B&nk ror Re­
c:omtructlon and Development (World Bank), 
1~e Inter-American Development Bank. the 
,ut1.n Development Bank, the Afrle&n Devel­
c>pm.ent Bank. tbe European Investments 
lBank, tbe International Monetary Fund and 
1i;he .Bank for Il!lternatlonal Settlements. 
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signed to the 100% rlsk category or section 
3(a)(4) or this appendix A: however, this H· 
cluslon from the 50% risk ca~gory does not 
apply to loans to Individual purchasers for 
the construction of their own homes. 

(Iv) Loans to residential real estate build­
ers for one-to-four family residential prop­
erty construction. If the bank obtains, prior 
to the making of the construction loan, suf­
ficient documentation demonstratlng that 
the buyer of the borne Intends to purchase 
the home (i.e .. a legally binding written sales 
contract) and bas the ab1llty to obtain a 
mortgage loan sufficient to purchase the 
borne (t.e., a nrm written commitment for 
permanent financing or the home upon com­
pletion), subject to the following additional 
criteria: 

(A) Tbe builder must Incur at lea.at the 
first 1o•t. of the dinct costs (i.e., actual costs 
or the land, labor, and material) before any 
drawdown ls made under the construction 
loan and the construction loan may not ex­
ceed 80o/. of the sales price of the resold 
borne; 

(B) Tbe lndJvidual purchaser bas made a 
substantial "earnest money deposit" of no 
less tba.n 3o/. of the sales price or the home 
that muat be subject to forfeiture by the ln­
dJvldual purchaser If the sales contract Is 
terminated by the Individual purchaser: how­
ever, tbe earnest money deposit shall not be, 
subject to forfeiture by reason or breach or· 
tenntnatlon or the sales contract on the part; 
of the builder. 

(C) The ea.meat money deposit must be 
held In escrow by the bank nnanclng the 
builder or by an Independent party ln a Qdu•• 
cla.cy capacity; the escrow agreement mua1; 
provide that In the event or default the e&­
crow runds must be used to defray any coat 
lncOJ'Nd relating to any e&ncellatlon of the 
sales contract by the buyer: 

(D) I! tbe Individual purchaser termJnatu 
the contract or lf the loan falls to aatlsf'3r 
any other criterion under this NCtlon, the11 
the bank muat Immediately recategorize th19 
loan at a HXW. risk welgbt and must accu­
rately report the loan ID tbe bank's next 
quarterly Consolidated Report.a or Condition 
and Income CCall Report): 

(E) The lndlvtdual purchaser mllSt Intend 
that the borne wlll be owner-occupied; 

(F) Tbe loan la made by the bank tn ac­
cordance with prudent underwriting standl­
a.rda; 

(0) Tbe loan la not more than 90 days past 
due, or on nonaccrual; and 

CH) Tbe purcbaaer la an IDdlvtdual(a) and 
not a partnership. Joint venture. tnut. cor­
poration. or any other entity (1ncludlng an 
entity acting as a aole proprletonhlp) that la 
purchasing one or more of the homes fc1r 
apeculatlve p~sea. 

(v) Prlvately-lasued mortgage-backed sectt­
r1tfea, i.e., those that do not carry the guair-



Pf. 3, App. A 

antee or a government or government-spon­
sored agency. fully secured by mortgagee 
th.at. at the time or origtnation, qualify for 
this 50o/, risk weight under section 3(a)(3){111) 
or thia appendlx,12 provided they meet the 
following crtterta: 

(A) The underlying assets must be held by 
an independent truatee th.at has a first prior­
ity, perfected security interest in the under­
lying assets for the benertt or the holders or 
the securl ty; 

(Bl The bolder or the security must have 
an undivided pro rata ownership Interest In 
the underlying assets or the trust th.at lasues 
the security must have no Uabll1tles unre­
lated to the issued securities; 

(C) The truat th.at issues the security must 
be structured such th.at the cash nows Crom 
the underlying IUl88ts fully meet the caab 
nows requirements or the security without 
undue rellance on any relnveatment income: 
and 

(D) There must not be any materi&l rein­
vestment risk associated with any funds 
awa.Jtlng distribution to the bolder or the se­
curity. 

(4) JOO pe,-cent risk weir,ht. All other assets 
not specified above. including. but not lim­
ited to: 

(1) Cla.Jms on or guaranteed by depository 
Institutions Incorporated In a non-OECD 

...... country. as well as cla.Jms on the central 
N bank or a non-OECD country. 111th a residual 
N maturity exceeding one year~ 

(11) All non-local currency cla.Jma on non­
OECD central governments, as well as local 
currency cla.Jma on non-OECD central gov­
ernments that are not Included in 8ef'tlon 
3(a)(l )(v) or this appendix A. 

(111) Any claasea or a mortgage-backed se­
curity that can absorb more than their pro 
rata ab.are or the princtpa.1 1011 without the 
whole Jaaue being In default, e.g.. subordi­
nated cl&lsea or realdua.J lntereats. regardle11 
or the taauer or guarantor. 

(iv) All atrtpped mortpge-backed securl­
tiea. including interest only portions (IOs). 

1211 all or the underlying mortgages In the 
pool do not quall(y for the 60o/, riak weight. 
the bank lhoa.ld genera.Jly assign the entire 
value or the aecurt ty to the lOOo/, risk cat­
egory or section 3(a)(4) or this appendix A; 
however, on a cue-by-case buts. the OCC 
may allow the b&nlc to autgn only the por­
tion or the security which represents an In­
terest tn. and the cash nows or. 
nonqnallbtng mort.gagea to the lOOo/, risk 
category, 111th the remainder being autgned 
a risk weight or 60%. Before the OCC will 
coDBlder a request to risk weight a mort­
pge-backed security on a proportionate 
buis. the b&Dk muat have current Informa­
tion for tbe reporting date that detalls the 
composition and ca.ab Oowa or the uderlytng 
pool or mortgagee. 

12 CFR Ch. I ( 1-1-94 Edition) 

principal only portions (POs) and other simi­
lar Instruments, regardless or the Issuer or 
guarantor. 

(v) Obligations Issued by any state or any 
political subdivision thereof for the benefit 
or a private party or enterprise where that 
party or enterprise. rather than the Issuing 
state or po11tlcal subdivision, ls responsible 
for the timely payment or principal and in­
terest on the obligation. e.r,., Industrial de­
velopment bonds. 

(vi) Claims on commei:-clal enterprises 
owned by non-OECD and OECD central gov­
ernments. 

(vU) Any investment ln an unconsoltdated 
subsidiary that ts not required to be de­
ducted Crom total capital pursuant to section 
2(c)(3) ..Jf thJs appendlx A. 

(VUI) Instruments Issued by depository In­
stitutions Incorporated In OECD and non­
OECD countries that quallfy as capital or the 
issuer. 

(Ix) Investments In fixed assets, premises, 
and other real eat.ate owned. 

Cb) Off-Balance Sheet Activities. The risk 
weight assigned to an off-balance sheet ac­
tivity ls determined by a two-step process. 
First, the race amount or the off-balance 
sheet Item Is multlpUed by the appropriate 
credit conversion factor spectned in this sec­
tion. Thia calculation translates the face 
amount or an off-balance sheet Item Into an 
on-ba.Jance sheet credit equivalent amount. 
Second. the resulting credit equivalent 
amount la then assigned to the proper risk 
category using the criteria regarding oblt­
gors, guarantors and collateral 11sted In sec­
tion 3(a) or this appendix A: however. collat­
eral and guarantees are appUed to the race 
amount or an off-balance sheet ttem, not the 
credit equivalent amount or such an item. 
The following a.re the credlt conventon fac­
ton and the off-bala.nce sheet Items to which 
they apply. 

(1) JOO pe,-cent credft conver.non fa.ctor. U) Di­
rect credit substitutes. including Dn.t.nci&l 
guarantee-type standby letten or credit that 
support flnanclal clalma on the account 
pa.rty.1• The face amount or a direct credit 
substitute la netted agatnat the amount or 

ta For purpoeea of this section 3(b)(l )(1). a 
"Dnanclal gn,&rantee-type standby letter of 
credlt" ta any letter or credlt. or lim.llar ar­
rangement. however named or deacribed. 
which represents an irrevocable obligation to 
the beneDclary on the part or the !saner (1) 
to repay money bo1Towed by or advanced to 
or for the accoant or the accoant party or (2) 
to make payment on accoant or any Indebt­
edness undertaken by the account party. ln 
the event that the account party faJla to fUJ.­
nu tta obltgatton to the beneficiary. Per­
formance-based standby letten or credtt are 
denned differently In section 3(b)(2)(1). infra 
note 18. 
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any participations sold in that Item. The 
amount not sold Is converted to an on-bal­
ance sheet credit equivalent and assigned to 
the proper risk category using the criteria 
regarding obllgors. guarantors and collateral 
listed In section 3(a) or this appendix A. Par­
tlclpatlons are treated as follows: 

(A) If the origtnating bank remains liable 
to the beneficiary for the full amount or the 
standby letter of credit, in the event the par­
ticipant falls to perform under Its participa­
tion agreement, the amount or participa­
tions sold are converted to an on-balance 
sheet credit equivalent using a credit conver­
sion factor or 100•/4, wt~ th.at amount then 
being assigned to the risk category appro­
priate for the purchaser or the pa.rttclpa.tion. 

(B) ll the participations a.re such that each 
participant ts responsible only for Its pro 
rat.a aha.re or the risk, and there Is no re­
course to the originating bank, the full 
amount or the participations sold Is excluded 
Crom the origtnattng ban k'a risk-weighted 
assets; 

(11) Risk participations purchased In bank­
ers• accepta.nces and participations pur­
chased In direct credit substitutes: 

(111) Aaseta sold under a.n agreement to re­
purchase and assets sold with recourse,14 to 

H For risk-based capital purposes. the deO­
nltlon or the sale or assets with recourse, ln­
cludlng one-to-four family resldentia.J mort­
gages, ls generally the same u the deOnltton 
contained tn the Inatructlona for the Prepa­
ration or the Conaoltdated Reports or CondJ­
tlon and Income (the Call Report). .Aaaets 
sold In transactions In which the bank re­
tains riak tn a manner conatttuting recourse 
under the Call Report Instructions, but 
which are not reported on the bank's state­
ment or condition, are Included In section 
3(b)(l)(tll), even though the Call Report al­
lows such transreni to be reported as saleg. 
However. mortgage loans sold tn tralll­
actlona In which the bank retains only an ln­
stgntncant amount or risk and makes con-· 
current provision for that risk are not con­
sidered assets sold with recourse under sec­
tion 3. In order to qua.Jlfy for sales treat­
ment. such transactions must meet three 
condltlona: (1) The bank bu not retained 
any significant risk or loss, either directly or 
Indirectly; (2) The bank's maxlmum contrac­
tua.J exposure under the recourae Jn"Ovislon 
(or through the retention or a subordlnated 
Interest tn the mortgages) at the time or the 
transfer ta equal to or lesa than the amount 
or proba.ble loa th.at the b&nk baa reason­
ably esttma.ted th.at It will Incur OD the 
transferred mortgages; a.nd (3) The bank 
must have created a llablltty account or 
other apeclal resene In an amount equa.J to 
Its mutmwn exposure. The amount or thJa 
11abt11ty account or other special resene 
may not be Included In capital for the pur-
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the extent th.at these assets are not reported 
on a na.tlonal bank's statement or condltloo 
(this includes loan strips sold without direct 
recourse, where the maturity or the partici­
pation la shorter than the maturity of the 
underlying loan}; and 

(Iv) Contingent obllgatlons with a certain 
draw down. e.r, .• lega.Jly binding agreements 
to purchase assets as a specified future date. 

(v) Indemnification or customers whose se­
curities the bank has lent as agent. If the 
customer Is not Indemnified against loss by 
the bank, the transaction Is excluded from 
the risk-based capital oalculatlon.1a 

(2) 50 percent credit conversion factor. (I} 
Transaction-related contingencies Including, 
among other things, performance bonds and 
performance-baaed standby letters or credit 
related to a particular transactlon.18 To the 
extent permitted by law or regulation. per­
formance-based standby letters of credit in­
clude such things aa arrangements backing 
subcontractors' and suppliers' performance, 
labor and materials contracts, and construc­
tion bids; 

(II) Unused portion or commitments, ln­
cJudlng home equity lines or credlt, wlth an 
original maturity exceedlng one year: 11 and 

pose or determining compliance with either 
the risk-based capital requirement or the le­
verage ratio; nor may It be Included In the 
&llowance for loan and lease lo88ea. 

11When a bank lend.a Its own securities, the 
transaction la treated as a loan. When s 
bank lends tta own aecm1tlea or. acting u 
agent, agrees to tndemnUy a customer, the 
transaction la 1188lgned to the risk weight ap­
propriate to the obllgor or collateral that I! 
delivered to the lendlng or Indemnifying In­
stitution or to an independent custodian act­
Ing on their behalf. 

1•For purposes or thia section 3(b)(2)(1), a 
"performance-based standby letter or credit" 
ls any letter or credit, or similar arrange• 
ment, however named or described, whJcb 
represents an Irrevocable obligation to the 
beneficiary on the part or the l88uer to make 
payment on account or a.ny default by th, 
account i,art,- In tbe performance or a non­
financial or commercial obllgatlon. Part.lei• 
pations In perfonnance-based atandby 1etten 
or credlt are treated In accordance with th~ 
provlalona or section 3(b)(l)(l)(A)&(B) or thlt 
appendlx A. Financial guarantee-type stand• 
by letten or credit are deftned In sectlo11 
3(b)(l )(I), .rupra note 13. 
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•"Participations In commitments a.re 
treated In accordance with the provisions oi 
section 3(b)(l )(l)(A)&(B) or this appendix A. 
Until December 31, Ul8'J, national banks will 
be permitted to use rematnJng maturity Ir: 
detenntntng the appropriate credit conver, 
alon factor for the unused portion or loar 
commitments. 
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(111) Revolving ·11nderwritlng faclllties, note 
Issuance Cacllttle,s. and stmtlar arrangements 
pursuant to whi•t~h the bank's eustomer can 
tssue sho~term debt obligations lo lt.s own 
name, but for winch the b&nk has a legatly 
binding commitment to either: 

(A) Purchase tb.e obligations the customer 
ts unable to sell by a stated date; or 

(B) Advance f1,mds to lts customer, 1( the 
obllgations cann,ot be sold. 

(3) 20 percent credit conversion factor. (1) 
Trade-related ,contingencies. These are 
sho~term selC-Jltquldatlng instruments used 
to finance the movement c>f goods and are 
collaterallzed b3r the underlying shipment. A 
commercial lett,er or credit ls an eu.mple or 
such an lnstrum•ant. 

(4) Zero perce,nt credU conversion factor. (I) 
Unused portioll1 or commitments with an 
original maturt1:1g or one year or leBB; 

(11) Unused p:1rtton or commitments with 
an original m11.turlty of greater than one 
year, IC tl1.e7 are unconditionally 
cancelable ia at 1ui7 time at the option or the 
bank and the bl1,nk baa the contractual right 
to make, and tn fact does make, elther-

(A) A separa1:e credit decision based upoll1 
the borrower's current nnanclal condition .. 
before each dra:wtng under the lendlng Cacti•· 
tt7; or 

(B) An annua.l. (or more fl'equent) credit re-­
view baaed upon the borrower's current 11·· 
nanclal condltllon to determine whether 01~ 
not the 1endl.D8: fac!Uty should be continued; 
and 

(Ill) The unm1ed portion or ret.atl credt1t 
card ltnn or ot;her related plans that are un­
conditionally <:ancelable by the ba.nk in ac­
cordance with 11~pp1tcable law. 

(5) Interest ra.te and uclu&noe rate contTact.t·. 
The credit eqt11valent amount of 1Juch con­
tracts ta the sum of two measure• of credit 
ezpoeure--eurr1,nt and potiantlal credit ezpo ... 
sure. 

(I) CUrTent 1t:re.dH ezposure-The replace1-
ment coat or ·1.he contract refiectll the cw·­
rent credit e:q,osure, and la measured ln U.~t 
dollar■• rep.rdlloi,u or the currency spr,ctfled 
In the contrai::t. A bank may net multiple 
contracts wttt1 a single counterparty only lf 
thoae contract111 are subject to novatlon. 

(U) Polffltialt credit apo,ure-To compte1.e 
the calculat1011 or the on-balance sheet cnNl­
lt equivalent nmount or a contract. an esti­
mate or the pc•tentlal increase tn credit ezp:,­
aun, over the remaining life of the contral::t 
la added on (tllle .. add-on") to the contract.•s 
current credit, exposun. 1nclud1ng contrac·ta 
wtth no curre111t credit exposure. The add-<,n 
11 calculated by multiplying the notion.al 
principal amc,unt of the contract by one or 

••See aectlo•:D l(c)(26} of appendix A to tll.11 
part. 
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the following credit conversion factoirs, as 
appropriate: 11 

(A) Interest rate contracts-
(1) Zero percent, tr the contract has a re­

maining maturity or one year or less. ait1d 
(II) 0.5o/,, for contracts with a remiunlng 

maturity greater l;han one year; 
(B) Exchange rate contracts-
(1) 1.0%, if the contract has a rem11.tntng 

maturity of one year or Iese, and 
{II) 5.0o/,, (or contracts with a remi:Lintng 

maturity greater than one year. 
(111) Risk weighting-The credit equl·valent 

amount, which ls der1 ved from sections 
3(b)(5) (1) a.nd (11) or this appendix A. Is then 
assigned to the proper risk category using 
the criteria rega.rdJng obllgors, guan,ntors, 
and collateral listed lo section 3(a) or this 
appendix A.• However. the maximum risk 
weight assigned to the credit equivalent 
amount of an Interest rate or exchan@re rate 
contract le 51W,. 

(Iv) Ezceptions--The following co11tract.s 
are not subject to the above calculatlc,n and, 
therefore, are not considered pa.rt or the de­
nomlI1&tor or a national bank's ris~:-based 
capital ratio: 

(A) Exchange rate contract.a with ar1 origi­
nal maturity of 14 calendar days or less: and 

(B) Any Interest rab9 or exchange rate con­
tract that ls traded on an exchange requiring 
the datl:, payment of a.ny variations lo the 
market value of the contract. 

Sectwn 4. Implementation, TTanntion Rules, 
and Target Ratio, 

(a) December 31, 1990 to December 30, 1992. 
During thta time period: 

(l) All national banks are expected to 
maintain a mJn.tmum ratio or total capital 
(after deductions) to risk-weighted assets of 
7.25%. 

(1) Fifty percent of this 7.25o/, must be 
made up oCTter l capital: however, up to 10•1. 
or Tier l capttall can be comprised 01[ Tier 2 
capital elements, before a.ny deductlona Cor 
goodwill. The amount of Tier 2 element.a in­
cluded In Tier l wtll not be subject, to the 
aubllmlta on the amount of such elements lo 
Tier 2 capital, with the exception of' the al­
lowance for loe and lease loBSea. 

ia No potential credit expoaure la cal­
culated for single currency fioatlng/fioatlng 
tntereat rate swap,; rather, the on--balance 
sheet credit equivalent of these contracts ta 
evaluated solely on the hula or the amount 
of their current credit expoaW'fl. 

a1ntere11t rate and excb&Dge rate contracts 
are an exception to the general rule of applJ'­
lng collateral and guarantees· to the race 
value of off-balance sheet items. Tlbe aum­
clenc:, or collateral and guarantee■ la deter­
mined on the hula of the credit equivalent 
amount of Interest rate and e:zch&lllge rate 
contracts. 
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(Ii) Goodw111 that national banks have been 
allowed to count as capital as a result of the 
trana:ltton rule!! contained ln 12 CFR 3.3 Is 
gz-an<llfathered until December 31, 1992, but 
wlll lt>e deducted from Tier l capital after 
ttt.at clat.e. 

(2) 'The allowimce for loan and lease losses 
ct~n be included In total capttai up to a maxi­
m.wn olr l.5o/, or a bank's risk-weighted as­
se1ts, tn<Cludtng the portion that can be bor­
rowed to make llP Tier l. 

(3) Tier 2 capital elements that are not 
u:~ed as part or Tier 1 capital wlll quaUCy as 
pilrt or a natloDal bank's total capital base 
u·p to, a maximum or 100'/4 or the bank's T1er 
I capital. ' 

(4) In addition to the standards established 
by th.ese rlsk-blLSed capital guidelines, all na­
tl.onal banks must maintain a minimum cap­
ltal-t;o..total assets ratio in accordance with 
tb.e provtstona or 12 CFR pan 3. 

(b) On December 31, 1992. (1) All national 
banks are expe,cted to maintain a minimum 
r11.tlo or total capital (after deductions) to 
r.lsk-welghted assets of8.0%. 

(2) Tier 2 capital element.a qualt(y as pa.rt 
or a national bank's total capital base up to 
a maximum of 100'/, of that bank's Tier l 
capit;al. 

(3) In additlOltl to the standards established 
by tbese risk-based capital gutdel1ne11. all na­
t.loml.l banks must maintain a minimum cap-
11ta.1-1t:.o-total assets ratio In accordance with 
the Jll'Ovislons of 12 CFR part 3. 

T.A.BLB 1-SUHMARY OF RISK WB10trr8 AND 
RISK CATBOORIEB 

Careo·oTJI 1: Zero Percent 

1. Cub (domt111tlc and foreign). 
2. Balances dlue Crom, and clalma on. Fed­

e,ral Rnene lBanks and central banks In 
c•ther OECD co111.ntrle1. 

3. Claims Oil,, or unconditionally guaran­
t.eed by, the U.S. Government or tta agencies, 
cir 01.her OECD central governments.• 

4. 'That portion or local currency clatma on 
cir unconditionally guaranteed by non-OECD 
c:entrall governments to the extent the bank 
baa local currency l1abutt1ea In that coun­
t;ry. 

5. Gold bullfon held In the bank's own 
,,aw.ts or In another bank's vaults on an allo­
c~ted baala. to the extent it la backed by 
1rold bullion Uab111tlea. 

8. Federal Raene Bank stock. 

• l'or the pm])Ose of calculating the rlak­
bue;d capital ratio. a U.S. Government apn-
1:y !• defined u an lnatrumentaltty of the 
U.S .. Government whoae obllgatlona are fully 
11.11d upUcltly paranteed u to the t1mel7 
ireJ)llyment of prtnctpal and Interest by the 
iruJ.l faith and credit of the U.S. Government. 
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CateOOTJI 2: 20 Percent 

1. Portions or loans and other assetl!, 
collaterallzed by securities Issued or guaran­
teed by the U.S. Government or Its agencies. 
or other OECD central governments.2 

2. Portions of loans and other a.ssets condl•· 
ttonally guaranteed by tb.e U.S. Government 
or its agencies, or other OECD central gov .. 
ernments. 

3. Portions or loans and other assets 
collaterallzed by cash on deposit In the lend•· 
Ing Institution. 

4. All claims (long- and short-term) on. or 
guaranteed by. OECD depository lnstltu~ 
ttons. 

5. Claims on. or guaranteed by. non-OECD 
depository 1natltuttons with a residual matu•• 
rl ty of one year or le88. 

6. Cash 1tema In the proce88 or collection. 
7. Securities and other claims on, or guar• 

anteed by, U.S. Government-sponsored agen­
ctes.i 

8. Portions of loans and other asset.ls 
collaterallzed by securities Issued by, 01r 
guaranteed by, U.S. Government-aponaored 
agencles.4 

9. Claims that represent general obliga­
tions or. and portions of clalma guaranteed 
by, public-sector entitles In OECD countrtea, 
below the level or central government. 

10. Claims on or guaranteed by official 
multilateral lending 1natltutlons or regional 
development Institutions In which the U.S. 
Government la a shareholder or a contribut­
ing member. 

11. Portlona of loans and other assets 
collateraltzed with securtt1ea lsaued by om­
olal multilateral lending lnatltutlons or re­
gional development lnatltutlona In which the 
U.S. Government la a shareholder or a coll.­
tributing member. 

12. That portion of local currency claims 
condltloually guaranteed b7 central govero­
menta of non-OECD countries, to the extent 
the bank has local currency Uabtl1tle1 In 
that country. 

CateooTJI 3: 50 Percmt 
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1. Revenue bonds or atmllar obllgatlone. ta­
eluding loans and leases, tbat are obligations 
or public sector entitles In OF.CD countrte1,. 
but for which the government entity la com-

2negree or collaterall.zatlon ls determ.lned 
by current market value. 

3 For the purpose of calculattnr the rlslt­
bued capital ratio, a U.S. Government-apon­
sored agency la denned u an qency orlr:t­
nally established or chartered to sene publlo 
purposes lpeclfled by the U.S. Congreu blllt 
whose obllgatlona are not e:zpllcttl:, guaran­
teed by the full faith and credit of the U.S. 
Government. 

4 Degree of collaterallza.t1on la determined 
by current market value. 
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m1tted to repay the debt only out of reve­
nues Crom the raclllties financed. 

2. Unused portion of commitments with an 
original maturity exceeding one year. 

3. Revolving underwriting fac111tles 
(RUFs), note iSBuance faclllt1es (NIFs) and 
other similar arrangements. 

2. Credit equivalent amounts of Interest 
rate and exchange rate related contracts. ex­
cept for those assigned to a lower risk cat­
egory. 

3. Assets secured by a first mortgage on a 
one-to-four family residential property that 
a.re not more than 90 days past due. on 
nonaccrual or restructured. 

4. Loans to residential real estate bullders 
ror one-to-four fa.rntly residential property 
construction that have been presold pursu­
ant to legally binding written sales contract. 

CateaoTJI 4: 100 Percent 

1. All other claims on private obllgors. 
2. Clatms on non-OECD financial Institu­

tions with a residual maturity exceeding one 
year. Claims on non-OECD central banks 
with a residual maturity exceeding one year 
are Included ln this category unless they 
qualify ror item 4 of Category 1. 

3. Claims on non-OECD central govern­
ment.II that are not Included in item 4 of Cat­
egory 1. 

4. Obligations teaued by state or local gov­
ernments (Including Industrial development 
authorities and slmtlar entitles) repayable 
solely by a private party or enterprise. 

5. Premises. plant. and equipment; other 
Dsed assets; and other real estate owned. 

6. Investments ·10 unconsolidated subsidt­
artes, Joint ventures. or associated compa­
nies (unleea deducted from capital). 

7. Capital instnunents Issued by other 
banking organimtlons. 

a. All other assets (lncludtng claims on 
commercial Orms owned by the public sec­
tor). 

TABLB :I-CREDIT CoNVERSION FACTORS FOR 
OFF-BJ.LANCZ SHEET JTEIIB 

100 PeTcent ConveTsion Factor 

1. Direct credit substitutes (general guar­
anteeB of indebtedness and guarantee-type 
1.Dstnunents. including standby letters of 
credtt serving as financial guarantees for. or 
supporting, loans and securities). 

2. Risk participations ln bankers accept­
ances and participations ln dtrect credlt sub­
atitutea (e.g .• at.andby letters of credit). 

3. Sale and repurcbaae agreements and 
aeaet sales with recourse. If not already In­
cluded on the b&lance aheet. 

4. Forward agreements (i.e., contractual 
obllp.tlona) to purcbaae uaets. Including n­
nanolng factllttea with certain drawdown. 

50 Percent Contiersion Factor 

1. TraDlaction-related contlngenctea (e.o., 
bid bonds. performance bonds. wanantlea, 
and standby letters or oredlt related to par­
ticular tramactiona). 

20 PeTcent Conversion Factor 

1. Short-term, self-liquidating trade-relat­
ed contingencies, including commercial let­
ters of credit. 

Zero Percent Conversion Factor 

1. Unused portion or commitments with an 
original maturity of one year or less. 

2. Unused portion of commitments which 
are unconditionally cancelable at any time. 
regardleSB or maturity. 

TABLE 3--TREATMENT OF INTEREST RATE AND 
ExCHANOE RATE CONTRACTS 

The Current Exposure Method (described 
below) ls utll1zed to calculate the .. credit 
equivalent amounts" or these instruments. 
These amounts are assigned a risk weight 
appropriate to the obllgor or any collateral 
or guarantee. However. the maxtmum rlsk 
weight is llmited to 50 percent. Multiple con­
tracts with a single counterparty may be 
netted if those contracts are subject to nova­
tion. 

ResimJllmauily 
ln1erast nne con- Exchange nde 

nets cantrects 

Oneyeerandlesa Rept-=-nentCost RC+1.0%of1DIIII 
notional prindpel (RC). 
(NP). 

O,.,oney- RC+O.S% of NP - RC+5.0% of NP. 

The following Instruments wm be ex­
cluded: 

• Exche.nge rate contracts with an original 
maturity of 14 calendar days or less, and 

• lllstruments traded on exchanges and 
subject to dally margin requirements. 

TABLE 4-DEFmmON OF CAPITAL 

Capital components are distributed be­
tween two categories (Tier 1 and Tier 2). Tier 
2 capital element.II wlll qualtry as part of a 
bank's total capital base up to a maxi.mum 
or ux1•t. of that bank's Tier 1 capital. Begin­
ning December 31, 199'Z, the minimum risk­
based capital standard wm be 8.0Y •. 

De/lnition of Capital 

Tier 1: 
• Common stockholders' equity; 
• Noncumulative perpetual preferred stock 

and any related surplus; and 
• Minority Interests in the equity accounts 

or consolidated subsidtartes. 
Tier 2: 
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• Cumulative perpetual, long-term and 
convertible preferred stock, and any related 
surplus:1 

• Perpetual debt and other hybrid debt/eq­
uity instruments: 

• Intermediate-term preferred stock and 
term subordinated debt (to a maximum of 
so•t. of Tier 1 capital); and 

• Loan loss reserves ( to a maxtmum or 
1.25o/. of risk-weighted assets). 

Deductions Crom Capital: 
From Tier 1: 
• Goodwill and other Jnt.ang1bles. with the 

exception of identified intangibles that sat­
isfy the criteria Included In the guidelines. 

From Total Capital: ' 
• lllvestments In unconsolldated banking 

and finance subsidiaries; 
• Reciprocal bold.logs of capital Instru­

ments 

Transitional De/initton 

During a transition period beginning De­
cember 31, 1990. all national banks are ex­
pected to maintain a capital to risk-weight­
ed asset ratio of 7.25•t., of which at lee.st 3.25 
percentage points must consist of Tier 1 cap­
ital. In other words, during this period upon 
to approximately 4 percentage points of the 
'l.25o/. capital ratio may consist of Tier 2 cap­
ital. Also during this period, the subllmit on 
loan losa reserves will be 1.s•1. of risk-weight­
ed aaaets. 

{M FR 41T1, Jan. Z'I. 1989. as amended at 5'1 
FR 4(077, Sept. 3, um: 57 FR 44084. 44086, 
Sept. 24. 1992: 58 FR 1&186, Mar. 29, 1993] 

PART 4-DESCRIPTION OF OFFICE, 
PROCEDURES, PUBLIC INFORMA­
TION 

Sec. 
4.1 Scope and appllcation. 
4.la Central and neld organlzatlon; delega-

tions. 
4.11 Supervision of bank operations. 
4.13 Forma and !natnlctiooa. 
4.14 Publications available to publlc. 
4.15. Orders, opinions, etc. available to pub­

lic. 
4.16 Other records available to public: ex­

ceptions. 
4.17 Access to public records, requests for 

ldenttnable records, and service of proc­
ees. 

4.l'la Request procedures. 

&The amount of long-term and Intermedi­
ate-term preferred stock, as well u term 
subordinated debt that Is ellgible to be in­
cluded aa Tier 2 capital ls reduced by :.I>% of 
the original amount of the instrument at the 
begtnn1ng of each or the laat n ve years or the 
life of the Instrument. 

§4.la 

4.18 Other rules of disclosure. 
4.19 Testimony and production of docu­

ments In court. 

AUTIIORITY: 5 U.S.C. 552; 12 U.S.C. 93a. 

CROSS REFERENCE: See 31 CFR Part 1. Sub­
title A. 

f 4.1 Scope and application. 
This part describes the central and 

field offices of the Comptroller of the 
Currency; the established places at 
which, the employees from whom. and 
the methods whereby, the publtc may 
obtain information, make submitta.ls 
on requests, or obtain decisions; and 
the forms available or the places at 
which forms and instructions as to the 
scope and contents of all papers, re­
ports. on examinations may be ob­
tained. 

{36 FR 5050, Mar. 17, 1971) 

f 4.la Central and field organization; 
delegatlom. 

(a) Central 0f/ice-O) Comptroller of 
the Currency. The Comptroller of the 
Currency, as head of the Office of the 
Comptroller of the Currency. is the 
chief regulatory officer for national 
banks and federally licensed branches 
and agencies of foreign banks. The 
Comptroller ts responsible for d.lrectlng 
the development, execution, and review 
of all omce programs and functions. 
The Comptroller is appointed by the 
President. by and wt th the advice and 
consent of the Senate, for a term of 5 
years. The Comptroller'& offlce ts lo­
cated at 490 L'Enfant Plaza East, SW .. 
Washington, DC 20219. The Comptroller 
Is assisted by the following ofnclala 
who perform such duties as the Comp­
troller may prescribe in add.ltion to the 
responsib111ties set forth below. 
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(2) Senior Deputy Comptroller for Legis­
lative and Public Affair!. The Senior 
Deputy Comptroller for Legislative and 
Public Affairs d.lrects and coord.lnates 
external communications w1 th banks 
and banking organizations. Congress, 
the public. news media. bank cus­
tomers and nonbank financial industry 
groups. In add.ltion. the Senior Deputy 
Comptroller oversees the internal com­
munications program and the Commu­
nity Development Corporation pro­
gram. The Director of Banking Rela­
tions. the Director of Communications, 
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the appraiser who prepared the report 
under review. 

Reviewing is a distinctly different function 
from that addressed In Standards Rule 2-
5. To avoJd confusion In the marketplace 
between these two functions, review ap­
praisers should not sign the report under 
review unless they Intend to take the re­
sponsiblllty of a cosigner. 

Review appraisers must take appropriate 
steps to Indicate to third parties the pre­
cise extent of the review process. A sepa­
rate report or letter is one method. An­
other appropriate method is a form or 
checklist prepared and signed by the ap­
praiser conducting the review and at­
tached to the report under review. It is 
also possible that a stamped impression on 
the appraisal report under review, signed 
or lnitlaled by the reviewing appraiser, 
may be an appropriate method for sepa­
rating the review function from the actual 
signing of the report. To be effective, how­
ever, the stamp must briefly indicate the 
extent of the review process and refer to a 
file memorandum that clearly outlines the 
review process conducted. 

The review appraiser must exercise extreme 
care In clearly dlstlnguishlng between the 
review process and the appraisal or con­
sulting process. Original work by the 
review appraiser may be governed by 

...... STANDARD 1 rather than this standard. 
N A misleading or fraudulent review and/or °' report violates the ETHICS PROVISION. 

Standards Rule J-1. In reviewing an ap­
praisal. an appraiser must: 

Ca> Identify the report under review. the 
real estate and real property Interest being 
appraised, the effective date of the opinion 
In the report under review. and the date of 
the review; 

(b) Identify the extent of the review proc­
ess to be conducted.: 

Cc) Form an oplnJon as to the complete­
ness of the report under review In light of 
the requirements In these standards; 
Comment: The review should be conducted 

In the context of market conditions aa of 
the effective date of the opinion In the 
report being reviewed. 
(d) Form an oplnJon 88 to the apparent 

adequacy and relevance of the data and the 
propriety of any adjustment.a to the data: 

(e) Form an oplnJon 88 to the appropriate­
ness of the appraisal methods and tech­
niques used and develop the reasons for any 
dlsaareement: 

en Form an opinion 88 to whether the 
analyses, oplnJom. and conclusions In the 
report under review are appropriate and 
reasonable, and develop the reasons for any 
disagreement. 

Comment: Departure from binding require­
ment.a <a> through (f) above la not permit-

12 CFR Ch. I (1-1-93 Edition) 

ted. An opinion of a different estimate of 
value from that In the report under review 
may be expressed, provided the review ap. 
praiser: 

1. Satisfies the requirements of STAND. 
ARDl: 

2. Identlfies and set.s forth any additional 
data reUed upon and the reasoning and 
basis for the different estimate of value: 
and. 

3. Clearly identifies and discloses all as­
sumptions and limitations connected with 
the ditferent estimate of value to avoid 
contusion In the marketplace. 

Standarcu Rule 3-Z. In reporting the re­
sults of an appraisal review, an appraiser 
must: 

(a> Disclose the nature, extent, and detail 
of the review process undertaken; 

<b> Disclose the information that must be 
considered In Standards Rule 3-1 {a) and 
Cb>; 

<c) Set forth the opinions, reasons. and 
conclusions required in Standards Rule 3-1 
(C}, Cd). (e) and((}; 

Cd) Include al] know pertinent informa­
tion; 

Ce) Include a signed certification similar In 
content to the following: 

I certify that, to the best of my knowledge 
and bellef: 
-The facts and data reported by the review 

appraiser and used In the review process 
are true and correct. 

- The analyses, opinions, and conclusions in 
thls review report are 11m.tted only by the 
assumptions and llmJtlng conditions 
stated in this review report, and are my 
personal. unbiased professional analyses, 
opinions and conclusions. 

-I have no (or the specified) present or pro­
spective Interest In the property that Ja 
the subject of this report and I have no 
<or the specified) personal interest or b188 
with respect to the parties involved. 

-My compensation Is not contingent on an 
action or event resulting from the analy­
ses. oplntons, or conclusions In. or the use 
of, this review report. 

-My analyses, opinions, and conclusions 
were developed and thJs review report was 
prepared In conform.tty with the Uniform 
Standards of Professional Appraisal Prac· 
tice. 

-I did not <did) personally inspect the sub­
ject property of the report under review. 

-No one provided slrn11lcant professional 
assistance to the person signing thls 
review report. (If there are exceptions, the 
name of each Individual providing sll!lffl­
cant professional assistance must be 
stated.) 

Comment: Departure from blndin1 require­
ment.a <a> throu1h (e) above ls not permit­
ted. 
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(55 FR 53612, 5361 'l, Dec. 31, 1990; 56 FR 
1229, Jan. 11, 1991) 

Subpart D-Real Estate lending 
Standards 

SOURCE: 5'1 FR 62889, Dec. 31, 1992, unless 
otherwise noted. 

EFFECTIVE DATE Non: At 5'1 FR 62899, 
Dec. 31. 1992, subpart D to part 34 was 
added effective March 19, 1993. 

§ 34.61 Purpose and scope. 
This subpart. issued pursuant to sec­

tion 304 of the Federal Deposit Insur­
ance Corporation Improvement Act of 
1991. 12 U.S.C. 1828(0). prescribes 
standards for real estate lending to be 
used by national banks in adopting in­
ternal real estate lending policies. 

§ 34.62 Real estate lending standards. 
<a> Each national bank shall adopt 

and maintain written policies that es­
tablish appropriate limits and stand­
ards for extensions of credit that are 
secured by liens on or interests in real 
estate. or that are made for the pur­
pose of financing permanent improve­
ments to real estate. 

(b)(l) Real estate lending policies 
adopted pursuant to this section must: 

( l) Be consistent with safe and sound 
banking practices; 

( m Be appropriate to the size of the 
institution and the nature and scope 
of lts operations; and 

(Ill) Be reviewed and approved by 
the bank's board of directors at least 
annually. 

(2) The lending policies must estab­
lish: 

(I) Loan portfolio diversification 
standards; 

CU> Prudent underwriting standards, 
including loan-to-value 11.mits. that are 
clear and measurable; 

(ill) Loan administration procedures 
for the ban.k's real estate portfolio; 
and 

Uv> Documentation, approval. and 
reporting requirements to monitor 
compliance with the bank's real estate 
lending policies. 

Cc> Each national bank must monitor 
conditions In the real estate market in 
lts lending area to ensure that its real 
estate lending policies continue to be 
appropriate for current market condi­
tions. 

§ 34.62 

Cd) The real estate lending policies 
adopted pursuant to this section 
should reflect consideration of the 
Interagency Guidelines for Real 
Estate Lending Policies established by 
the Federal bank and thrift superviso­
ry agencies. 

Appendix A to Subpart D of Part 
34-lnteragency Guidelines for 
Real Estate lending 

The agencies' regulations require that 
each insured depository institution adopt 
and maintain a written policy that estab­
lishes appropriate limits and standards for 
all extensions of credit that are secured by 
liens on or Interests In real estate or made 
for the purpose of financing the construc­
tion of a building or other lmprovements. 1 

These guidelines are intended to assist insti­
tutions in the formulation and maint.enance 
of a real estate lending policy that is appro­
priate to the size of the Institution and the 
nature and scope of its individual oper­
ations, as weU as satisfies the requirements 
of the regulation. 

Each Institution's policies must be com­
prehensive. and consistent with safe and 
sound lending practices. and must ensure 
that the institution operates within limlt.s 
and according to standards that are re­
viewed and approved at lea.st annually by 
the board of directors. Real estate lending is 
an Integral part of many Institutions' busi­
ness plans and. when undertaken In a pru­
dent manner. will not be subject to examin­
er criticism. 

LoAN PORTFOLIO MAlfAGDU:NT 
CONSIDERATIONS 

The lending policy should contain a gener­
al outline of the scope and distribution of 
the institution's credit facllittes and the 
manner In which real estate lolLllS are made, 
serviced. and collected. In particular, the In­
stitution's policies on real estate lending 
should: 

• Identify the geographic areas in which 
the institution will consider lending. 

• Establish a loan portfolio diversification 
policy and set limits for real estate loans by 
type and geographic market (e.g., llm.1ts on 
higher risk loans). 

• Identify appropriate terms and condi­
tions by type of real estate loan. 

1 The agencies have adopted a uniform 
rule on real estate lend.Ing. See 12 CFR part 
365 (FDIC); 12 CFR part 208, subpart C 
<FRB); 12 CFR part 34, subpart D COCC); 
and 12 CFR 563.100-101 <OTSl. 
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• F.stabllsh loan origination and approval 
procedures, both &renerally and by size 1111d 
type of loan. 

• Establish pnuilent underwriting stand­
ards that are cleBJ~ and measurable, Includ­
ing loan-to-value limits, that are consistent 
with these supervu1ory guidelb1es. 

• Establish review and approval proce­
dures for exception loans, Including loans 
with loan-to-value percentages In excess of 
supervisory limits. 

• F.stabllsh loa.11 administration proce­
dures, Including documentation, disburse­
ment, collateral lr1spectton, collection, 1111d 
loan review. 

• F.stabllsh real 1::state appraisal and eval­
uation programs. 

• Require that 111anagement monttoir the 
loan portfolio and provide timely and ade­
quate reports to th1, board of directors. 

The Institution :!1hould consider both in• 
ternal and externa.l factors In the formula­
tion of Its loan IJ(l,Ucles and strategic plan. 
Factors that shoulcil be considered Include: 

• The size and financial condition of the 
Institution. 

• The expertise and size of the lending 
staff. 

• The need to av1>ld undue concentrations 
of risk. 

• Compliance wi1t.h all real estate related 
laws and regulatlo11is. Including the Commu­

~...nity Reinvestment Act. antl-dlscrhninatlon 
~aws. and for savin1!.'S a.uoclattons, the Quall­
'!Jed Thrift Lender t.est. 

• Mark.et conclltlcnns. 
The Institution should monitor conditions 

in the real estate ni.arets In its lending area 
so that It can rea1:t quickly t.o • changes in 
mark.et conditions that are relevant to Its 
lending declstons.. Mark.et supply and 
demand factors that should be considered 
Include: 

• Demographic bhcllcators, including popu­
lation and employn:1ent trends. 

• Zoning requlre1111ents. 
• Current and .1>r0Jected vacancy, con­

struction, and abso 11>tlon rates. 
• CUrrent and projected lease terms. 

rental ratea, and sa1Jes prices, Including con­
cessions. 

• CUrrent and l>roJected nperating ex­
penses for cllfferent types of projects. 

• Economic indkators, including trends 
and cllverslflcatlon 1t>f the lending area. 

• Valuation trendls, including- dlscoun1t and 
dlrect capitalmttora rates. 

0RDERWJllTDl'G 8TAIO).UlDS 

Prudently underwritten reall estate loans 
should reflect all r•~levant credit factors. in­
clucU.na: 

• The capacity oll the borro11rer, or income 
from the underlY1nJI property. to adequately 
service the debt. 

• The value of th,e mortgaged property. 

12 CFR Ch. I (1-1-93 Edltfcnn) 

• The overall creditworthiness of the bor­
rower. 

• The level of equity Invested In the pr,op.. 
,erty. 

• Any secondary sources of repayment. 
• Any addltlonal collateral or credit ,en­

ltlancement.s <such as guarantees, mortgage 
11.nsurance or takeout comm.Jtments>. 
, The lending polkies should reflect the 
ilevel of risk that Is acceptable to the bo1Lrd 
1>f directors and provide clear and measura­
ble underwriting standards that enable the 
Institution's lending staff to evaluate th1ese 
credit factors. The underwriting standa1:-ds 
~;hould address: 

• The maximum loan amount by type of 
1,roperty. 

• Maximum loan maturities by type of 
property. 

• Amortization schedules. 
• Pricing structure for different types of 

real estate loans. 
• Loan.to-value llmit.s by type of property. 
For development and construction 

project.s, and completed commercial proper­
ties, the policy should also establish, com­
mensurate with the size and type of the 
project or property: 

• Requirements for feasibUlty studies and 
~,ensitlvtty and risk analyses (e.g., sensitivity 
()f income projections to changes in econom­
ic: variables such as interest rates, vacancy 
rates. or operating expenses). 

• Mlntmum requlrements for lnttlal in-
1,estment and maintenance of hard equlty 
by the borrower (e.g., cash or unencumbe1·ed 
Investment in the underlying property). 

• Minimum standards for net worth. ca.sh 
now, and debt service coverage of the b,or-
1·ower or underlying property. 

• Standards for the acceptabllity of and 
11.mJts on non-amortizing loans. 

• Standards for the acceptabllity of and 
11.mJt.s on the use of Interest reserves. 

• Pre-leasing and pre-sale requirements 
for income-producing property. 

• Pre-sale and minimum unit release re­
<tuirements for non-llncome-producing pr,>P­
E!rty loans. 

• Lim.Its on partial recourse or nonre­
<:ourse loans and requirements for guanm­
t;or support. 

• Requirements for takeout com.mltmellits. 
• Minimum covenants for loan agriee­

ments. 

LoA.M ADIIIINISTRAnort 

The institution should also establlsh loan 
administration procedures for lbs real estate 
1>0rtfollo that address: 

• Documentation, including: 
Type and frequency of financial state­

ments, including requirement.is for verm­
catlon of information provided by the 
borrower: 
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Type and frequency of collateral eva.tua-
1t.ioru1 (appraisals nnd other estimates of 
•value). 

• Loan closing and dJsbursement. 
• Payment processing. 
• Escrow :administration. 
• Colli11.teral administration. 
• Loan pa,yoffs. 
• CoUecUons and foreclosure, including: 
Dellnc1uenc3r follow-up procedures: 
Foreclosure timing; 
Extensions and oth,er forms of forbear­

ance:; 
Acceptance of deeds ln lieu of foreclosure. 
• Claims processing (e.g., seeking recovery 

on a d1ifau1lted loan covered by a govern­
ment guaranty or Insurance program). 

• Sen•icing and par1t.iclpation agreements. 

8Ul'ER'11'1SORY LoA141-TO-VALUE LIMITS 

Instit111Uons should establish their own ·in­
ten1al loan-to-value limits for real estate 
loans. These internal limits should not 
exceed lthe following :supervisory limits: 

Loan category 

Raw land .......... ____ _ 
Land deveilopm,ent ______ ................... . 
Con11MJdli:,n: 

ComnMWCUII, rnuttitllffllly." and othel' 1101V&-
tick1ntial ......................... ______ -1 

1- to ,4-faniily residential ..... --------i 
Improved property ________ _ 
Owf1«..(JC:upied 1· to._,...,.,, and home tNpty .. 

Loan-lo­
value limit 
(percent} 

65 
75 

80 
85 
85 ,., 

1 Multif11mily construction includes condominiums and co­
aperalivfl;. 

1 A lout-lO-'llalue limil hu not been established for perm&• 
nenfl morlgage or home aquty loans on owner-occupied, 1-
to ._family r8llidltntlal property. Hc:JIMWS, for an, such loan 
with a 10l111n-to-value ratio ttlal equals or ekCNds 90 percent 
at oogina•llon, an instilution 1'lOUld require appropriate aedil 
enl\tncernent In the form of either mortgage insurance or 
readily mnrkatable collateral. 

The supervisory loan-to-value limits 
should be ap,plled to 1~he underlying proper­
ty that ciollaterallzes the loan. For loans 
th'.1.t ftmd multiple t>hases of the same real 
estate project (e.g .. ll loan for both land de­
velopment. and con.struction of an office 
bulldll:1g), the appropriate loan-to-value 
11.mJt Is the Umit applicable to the final 
phase of the proJec1t. funded by the loan; 
howev,er, loan disbursements should not 
exceed! actual development or construction 
outlay.s. Ln situation., where a loan Is fully 
cross-<::olla,terallzed lby two or more proper­
ties or Is ~secured by, a collateral pool of two 
or more properties, the appropriate maxi­
mum loan 81Dlount U111der supervisory loan­
to-value limits Is the sum of the value of 
each J)ro1,erty, less senior liens, multlplled 
by thie a1ppropriate loan-to-value limit for 
each pro:perty. To ensure that collateral 
marKiJll8 remain w1lthin the supervisory 
llmits. lenders shoultd redetermine conformi-

§ 34.62 

ty whenever collateral substitutions are 
made to the collateral pool. 

In establishing internal loan-to-value 
limits, each lender Is expected to carefully 
consider the institution-specific and market 
factors listed under "Loan Portfolio Man­
agement Considerations," as well as any 
other relevant factors, such as the particu­
lar subcategory or type of loan. For any sub­
category of loans that exhibits greater 
credit risk than the overall category, a 
lender should consider the establishment of 
an internal loan-to-value limit for that sub­
category that Is lower than the 11.mJt for the 
overall category. 

The loan-to-value ratio ls only one of sev­
eral pertinent credit factors to be consid­
ered when underwriting a real estate loan. 
Other credit factors to be taken lnto ac­
count are hjghilghted in the "Underwriting 
Standards" section above. Because of these 
other factors. the establishment of these su­
pervisory limits should not be interpreted to 
mean that loans at these levels will auto­
matically be considered sound. 

LoAlfS IM EXCF.SS OF THE SUPERVISORY LoAN­
TO-V ALUI: LnlITS 

The agencies recognize that appropriate 
loan-to-value limits vary not onty among 
categories of real estate loans but also 
among individual loans. Therefore, it may 
be appropriate in Individual cases to origi­
nate or purchase loans with loan-to-value 
ratios In excess of the supervisory loan-to­
value Umits. based on the support provided 
by other credit factors. Such loans should 
be Identified in the instltuttons's records. 
and their aggregate amount reported at 
least quarterly to the Institution's board of 
directors. <See additional reporting require­
ments described under "Exceptions to the 
General Polley.") 

The aggregate amount of all loans in 
excess of the supervisory loan-to-value 
Umits should not exceed 100 percent of total 
capital.• Moreover. within the aggregate 
limit, total loans for all commercial, agricul­
tural. multifamily or other non-1-to-4 f81111Uy 
residential properties should not exceed 30 
percent of total capital. An institution wlll 
come under increased supervisory scrutiny 
as the total of such loans approaches these 
levels. 

1 For the state member banks, the term 
"total capital" means "total risk-based cap­
ital" as defined in appendix A to 12 CFR 
part 208. For Insured state non-member 
banks, "total capital" refers to that term de­
scribed in table I of appendix A to 12 CFR 
part 325. For national banks. the term 
"total capital" Is defined at 12 CFR 3.2(e). 
For aavtnas associations, the term "total 
capital" Is defined at 12 CFR 567.5<c>. 
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In detennJnfng the aggregate a.mount of 
such loans. Institutions should: <a> Include 
all loans secured by the same property U 
any one of those loans exceeds the supervi­
sory loan-~value limits: and (bl include the 
recourse obligation of any such loan sold 
with recourse. Conversely. a loan shouJd no 
longer be reported to the directors as part 
of aggregate totals when reduction in princi­
pal or senJor liens. or additional contribu­
tion of collateral or equity <e.g., improve­
ments to the real property securing the 
loan). bring the loan-to-value ratio into com­
pliance with supervisory limits. 

ExCUJ'DED TRANSACTIONS 

The agencies also recognize that there are 
a number of lending situations in which 
other factors signJftcantly outweigh the 
need to apply the supervisory loan-to-value 
llm.Jts. These include: 

• Loans guaranteed or insured by the U.S. 
government or its agencies, provided that 
the amount of the guaranty or insurance Is 
at least equal to the portion of the loan that 
exceeds the supervisory loan-to-value limit. 

• Loans backed by the full faith and 
credit of a State government, provided that 
the amount of the assurance ls at least 
equal to the portion of the loan that ex-

t-eeed., the supervisory loan-to-value llm!t. 
N • Loans guaranteed or insured by a State, 
~unJctpal or local government. or an agency 
thereof. provided that' the amount of the 
guaranty or Insurance Is at least equal to 
the portion of the loan that exceeds the su­
pervisory loan-~value llmft. and provided 
that the lender has determined that the 
guarantor or Insurer has the financial ca­
pacity and wflllngness to perform under the 
terms of the guaranty or insurance agree­
ment. 

• Loans that are to be sold promptly after 
origination. without recourse. to a financial­
ly responsible third party. 

• Loans that are renewed. refinanced. or 
restructured without the advancement of 
new funds or an increase In the line of 
credit <except for reasonable closing costs), 
or loans that are renewed. refinanced, or re• 
structured in connection with a workout sit­
uation. either with or without the advance­
ment of new funds. where consistent with 
safe and sound banking practices and part 
of a clearly defined and well-documented 
prosram to achieve orderly liquidation of 
the debt, reduce risk of loss. or maximize re­
covery on the loan. 

• Loans that facWtate the sale of real 
estate acquired by the lender in the ordi­
nary course of collecting a debt previously 
contracted In good faith. 

• Loans for which a lien on or interest in 
real property ls ta.ken as additional collater­
al through an abundance of caution by the 
lender <e.g., the Institution takes a blanket 
lien on all or substantially all of the assets 
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of the borrower. a.nd the value of the real 
property Is low relative to the aggregate 
value of all other collateral). 

• Loans, such as working capital loans 
where the lender does not rely principallj 
on real estate as security and the extension 
of credit ls not used to acquire, develop, or 
construct permanent improvements on real 
property. 

• Loans for the purpose of financing per­
manent improvements to real property, but 
not secured by the property, if such security 
interest Is not required by prudent under­
writing practice. 

ExCEPTIONS TO THE GENERAL LENDING POLicY 

Some provision shouJd be made for the 
consideration of loan requests from credit­
worthy borrowers whose credit needs do not 
fit within the institution's general lending 
policy. An institution may provide tor pru. 
dently underwritten exceptions to its lend­
ing pollcies, including loan-to-value limits, 
on a loan-by-loan basis. However, any excep­
tions from the supervisory loan-to-value 
lim!ts should conform to the aggregate 
limits on such loans dJscussed above. 

The board of directors Is responslble for 
establishing standards for the review and 
approval of exception loans. Each institu­
tion shouJd estabilsh an appropriate Inter­
nal process for the review and approval of 
loans that do not conform to its own inter­
nal policy standards. The approval of any 
such loan shouJd be supported by a written 
JustUication that clearly sets forth all of the 
relevant credit factors that support the un­
derwriting decision. The JustUlcation and 
approval documents for such loans should 
be maintained as a part of the permanent 
loan flle. Each institution should monitor 
compliance with its real estate lending 
policy and Individually report exception 
loans of a significant size to its board of di­
rectors. 

SUPERVISORY REVIEW 01' REAL EsTATI! 
Lnnmo Poucu:s AKD PRAcncu 

The real estate lending policies of Institu­
tions will be evaluated by examiners during 
the course of their examinations to deter­
mine U the J)Ollcies are consistent with safe 
and sound lending practices, these guide­
lines, and the requJrementa of the regula­
tion. In evaluating the adequacy of the In­
stitution's real estate lending policies and 
practices, examiners will take into consider­
ation the followtng factors: 

• The nature and scope of the Institu­
tion's real estate lending activities. 

• The size and financial condition of the 
Institution. 

• The quallty of the institution's manage­
ment and Internal controls. 
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• The expertise and size of the lending 
and loan administration staff. 

• Market conditions. 
Lending policy exception reports will also 

be reviewed by examiners during the course 
of their examinations to determine whether 
the institutions' exceptions are adequately 
documented and appropriate in light of all 
of the relevant credit considerations. An ex­
cessive volume of exceptions to an institu­
tion's real estate lending policy may signal a 
weakening or its underwriting practices, or 
may suggest a need to revise the loan policy. 

DEFINITIONS 

For the purposes of these Guidelines: 
Corutruction loan means an extension of 

credit for the purpose of erecting or reha­
bllltating buildings or other structures, In­
cluding any Infrastructure necessary for de­
velopment. 

Extension of credit or loan means: 
( 1) The total amount of any loan, line of 

credit, or other legally binding lending com­
mitment with respect to real property; and 

(2) The total amount, based on the 
amount of consideration paid, or any loan. 
line of credit, or other legally binding lend­
Ing commitment acquired by a lender by 
purchase. assignment, or otherwise. 

Improved property loan means a.n exten­
sion of credit secured by one of the follow­
Ing types of real property: 

(1) Farmland. ranchland or timberland 
committed to ongoing management and ag­
ricultural production; 

(2) 1- to 4-ramlly residential property that 
Is not owner-occupied; 

(3) Residential property containing five or 
more individual dwelling units; 

< 4 l Completed commercial property; or 
(5) Other income-producing property that 

has been completed and is avallable for oc­
cupancy and use. except income-producing 
owner-occupied 1- to 4-famlly residential 
property. 

Land development loan means an exten­
sion of credit for the purpose of Improving 
unimproved real property prior to the erec­
tion of structures. The Improvement of un­
improved real property may include the 
laying or placement of sewers. water pipes, 
utWty cables, streets, and other Infrastruc­
ture necessary for future development. 

Loan origination means the time of incep­
tion of the obligation to extend credit (i.e., 
when the last event or prerequisite. control­
lable by the lender. occurs causing the 
lender to become legally bound to fund an 
extension of credit). 

Loan-to-value or loan-to-value ratio 
means the percentage or ratio that Is de­
rived at the time of loan origination by di­
viding an extension of credit by the total 
value of the propertyctesl securing or being 
Improved by the extension of credit plus the 
amount of any readily marketable collateral 
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and other acceptable collateral that secures 
the extension of credJt. The total amount of 
all senior llens on or interests in such 
propertyUes} should be included in deter­
mining the loan-to-value ratio. When mort­
gage insurance or collateral Is used In the 
calculation of the loan-to-value ratio. and 
such credit enhancement ls later released or 
replaced. the loan-to-value ratio should be 
recalculated. 

Other acceptable collateral means any col­
lateral in which the lender has a perfected 
security inter~t. that has a quantlfiable 
value, and ls accepted by the lender in ac­
cordance with safe and sound lending prac­
tices. Other acceptable collateral should be 
appropriately discounted by the lender con­
sistent with the lender's usual practices for 
making loans secured by such collateral. 
Other acceptable collateral includes. among 
other items. unconditional irrevocable 
standby letters of credit for the benefit of 
the lender. 

Owner-occupied, when used in conjunc­
tion with the term 1- to 4-family residential 
properly means that the owner of the un­
derlying real property occupies at least one 
unit of the real property as a principal resi­
dence of the owner. 

Readily marketa.ble collateral means In­
sured deposits, financial instruments, and 
bullion in which the lender has a perfected 
interest. Financial instruments and bulllon 
must be salable under ordinary circum­
stances with reasonable promptness at a fair 
market value determined by quotations 
based on actual transacttons, on an auction 
or similarly avallable dally bid and ask price 
market. Readily marketable collateral 
should be appropriately discounted by the 
lender consistent with the lender's usual 
practices for malt.Ing loans secured by such 
collateral. 

Value means an opinion or estimate, set 
forth in an appraisal or evaluation. whichev­
er may be appropriate. of the market value 
of real property, prepared In accordance 
with the agency's appraisal regujations and 
guidance. For loans to purchase an existing 
property, the term .. value" means the lesser 
of the actual acqu.isiUon cost or the esti• 
mate of value. 

1- to 4-familv l'Uidential property means 
property containing fewer than five Individ­
ual dweillng units. including manufactured 
homes permanenUy affixed to the underly­
Ing property <when deemed to be real prop­
erty under State law). 

{51 FR 62889. Dec. 31, 1992, 58 FR 4460, 
Jaa 14. 19931 

275 



APPENDIXG 

Community Reinvestment Act 

129 



Community Reinvestment Act 

Regulations 

130 



to Federal. State. or local governmen­
tal entities may be based on reason­
ably anticipated future transactions or 
renewals. 

(c) In all cases. both the estimated 
residual value of the property and 
that portion of the estimated residual 
value relled upon by the lessor to sat­
isfy the requirements of a full-payout 
lease must be reasonable In light of 
the nature of the leased property and 
all relevant circumstances so that real­
ization of the lessor's full investment 
plus the cost of financing the property 
primarily depends on the creditworthi­
ness of the lessee and any guarantor 
of the residual value. and not on the 
residual market value of the leased 
item. 

§ 23.12 Transition rule. 

This part shall not apply to any 
leases executed prior to June 12. 19'19. 
With respect to the applicability of 
§ 23.5. when making new extensions of 
credit, Including leases, to a customer, 
a national bank must consider all out­
standing leases regardless of the date 
on which they were made. Any lease 

.... which was entered into In good faith 
~ prior to such ~te which does not sat­

isf y the requirements of this part may 
be renewed without. violation of this 
part only if there Is a binding agree­
ment In the expi.rtng lease which re­
quires the bank to renew tt at the les­
see's option. and the bank cannot oth­
erwise reasonably or properly avoid its 
commitment to do so, and the bank In 
good faith determines and demon­
strates, by full documentation, that re­
newal of the lease ls necessary to avoid 
slgnlflcant f lnancial loss and recover 
its total investment In. plus the cost of 
financing, the property. 

PART 24-{RESERVED] 

PART 25-COMMUNITY 
REINVESTMENT ACT REGULATIONS 

RmtJuTtOBS 
• Sec. 

25.1 Authority and 0MB control number. 
25.2 Purposes, 
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25.4 Community Reinvestment Act state­

ment. 

Sec. ·j 
25.5 Files of publlc comments and recent 

CRA statements. 
25.6 Public notice. 
25.7 Assessing the record of performance.·: 
25.8 Effect on applications. . ; 

INTERPRETATIONS 

25.101 National banks performing llinJte,d 
services. ,,.: ~ 

"ad AUTHORITY: 12 U.S.C. 21, 22, 26, 27, 30, 3~ 
161, 215, 215a, 481, 1814, 1816, 1828<c), and 
2901 (as amended). · 

4 

SOURCE: 43 FR 47146, Oct. 12, 1978, Unlesii 
otherwise noted. . 

REGULATIONS 

§ 25.1 Authority and 0MB 
number. 

•.i 

control 

Ca> Authority. The Comptroller of 
the Currency ("Comptroller") issues 
this part under the authority of the 
Community Reinvestment Act of 19'17 
(title VIII of Pub. L. 95-128). and 
under provisions of title 12 of the 
United States Code authorizing the 
Comptroller to charter national banka 
<sections 21. 22. 26. and 2'1), to issue ; 
certlftcates to national banks to com­
mence or resume the business of bank- • 
Ing <sections 1814. 1816). to consider ; 
applications from national banks to re- ~ 
locate a main office (section 30) or to ~:i 
establish or relocate a branch office ~l 
<section 36). to consider applications~ 
for a merger, consolidation, acquisition Ji 
of assets. or assumption of liabllltles .t 
where the acquiring, assuming, or re- ~ 
sulting bank is a national bank (sec- -:.: 
tions 215. 215a. 1828(c». to acquire re-

1
m 

ports of condition (section 161), and to, .· 
conduct examinations of national ·!i 
banks <section 481 ). ,..: 

(b) 0MB control number. The collec- JJ 
tlon of lnf orm.atlon requirements con- • ~ 
tained In this part were approved by :. 
the Office of Management and Budget ;~ 
under 0MB control number 1557- :'· 
0159. -· 

(49 PR 11825. Mar. 28. 19841 j 
§ 25.2 Purpoaes. ·l 

The purposes of this regulation are j 
to encourage national banks to help ~: 
meet the credit needs of their local c.:: 
community or communities; to provide "':i 
guidance to national banks as to how } 
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the Comptroller will assess the records 
of national banks in satisfying their 
continuing and affirmative obligations 
to help meet the credit needs of their 
local communities, Including low- and 
moderate-in come neighborhoods. con­
sistent with the safe and sound oper­
ation of those banks; and to provide 
for taking into account those records 
in connection with certain applica­
tions. 

§ 25.3 Delineation of community. 
<a) Each national bank shall pre­

pare. and at least annually review a 
delineation of the local community or 
communities that comprise its entire 
community. without excluding low­
and moderate-income neighborhoods. 
Maps shall be used to portray commu­
nity delineations. The reasonableness 
of the delineations will be reviewed by 
national bank examiners. 

<b) Except as provided in paragraph 
(c) of this section, a local community 
consists of contiguous areas surround­
Ing each office or group of offices, in­
cluding any low- and moderate-income 
neighborhoods In those areas. More 
than one office of a national bank may 
be included In the same local commu­
nity. Unless the Comptroller deter­
mines otherwise, a community delinea­
tion need not take account of an off -
premises electronic facility that re­
ceives deposits for more than one de­
pository institution. In preparing lts 
delineation. a national bank may use 
any one of the three bases set forth 
below. 

< 1 > Existing boundaries such as 
those of standard metropolitan statis­
tical areas <SMSA's) or counties in 
which t.he bank's office or offices are 
located may be used to delineate a 
local community. Where appropriate. 
portions of adjacent areas should be 
Included. The bank may make adjust­
ments In the case of areas divided by 
State borders or stgn.lflcant geographic 
barriers, or areas that are extremely 
large or of unusual configuration. In 
addition, a small bank may delineate 
those portions of SMSA's or counties 
it reasonably may be expected to 
serve. 

<2) A national bank may use its ef­
fective lending territory, which is de­
fined as that local area or areas 

around each office or group of of fices 
where it makes a substantial portion 
of its loans and all other areas equidis­
tant from lts of fices as those areas. 
Adjustments such as those indicated 
in paragraph (b)<l) of this section may 
be made. 

< 3 > A national bank may use any 
other reasonably delineated local area 
that meets the purposes of the Com­
munity Reinvestment Act <CRA> and 
does not exclude low- and moderate­
income neighborhoods. 

Cc) A national bank whose business 
predominantly consists of serving per­
sons who are active duty or retired 
military personnel or their dependents 
and who are located outside lts local 
community or communities may delin­
eate a "military community .. for those 
customers tn addition to its local com­
munity or communities. Provisions of 
this part concerning local communities 
shall also apply to military communi­
ties, except that military communities 
shall be delineated by a written de­
scription rather than a map. 

<Sec. 803, Pub. L. 95-128, as amended by sec. 
1502, Pub. L. 95-630, 92 Stat. 3'113 U2 U.S.C. 
2902)) 

[43 FR 4'1146. Oct. 12, 1978, as amended at 
44 FR 18164, Mar. 27, 19791 

§ 25.4 Community Reinvestment Act state­
menL 

<a> Within 90 days after the effec­
tive date of this part, the board of di­
rectors of each national bank shall 
adopt a Community Reinvestment Act 
<CRA) statement for each delineated 
community. 

<b> Each CRA statement shall in­
clude at least the f ollowlng: 

<1) The delineation of the local com­
munity; 

(2) A list of speclflc types of credit 
within certain categories, such as resi­
dential loans for one to four dwelling 
units, residential loans for five dwell­
Ing units and over, housing rehabutta­
tion loans, home improvement loans . 
small business loans. farm loans, com­
munity development loans. commer­
cial loans, and consumer loans, that 
the bank is prepared to extend within 
the local community; and 
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§ 25.5 

(3) A copy of the Community Rein­
vestment .Act notice provided for in 
125.6. 

(c) Each national bank is encoura9;ed 
to include the following in each CH.A 
statement: 

(1) A description of how its currEint 
efforts. including special credit-related 
programs, help to meet community 
credit need.s; 

(2) A pe:riodic report regarding its 
record of helping to meet communiity 
credit needs; and 

(3) A des,cription oJf its efforts to ::15-
certain the credit needs of its commu­
nity, including efforts to communic~Lte 
with members of its community :re­
garding credit services. 

(d) Each national bank's board of di­
rectors shall review each CRA state­
ment at least annually and shall act 
upon any rnaterial change made in the 
interim at its first regular meeting 
after the change. Such actions shall be 
noted in its minutes. 

(e) Each current CRA statement 
shall be re1iLdllY available for public iln­
spectlon: 

< 1 > At the head office of the bank: 
and 

(2) At eaic:h office of the bank In the 
local community delineated in the 
statement. except off-premises elec­
tronic deposit ·facilltfos. 

(fl Coph!S of each current CitA 
statement shall be provided to the 
public upo11 request. A national ba:nk 
may chara·e a reasonable fee not to 
exceed thei cost of reproduction and 
malling (1f lllpplicable ). 
(43 FR 471415, Oct. 12. 19'18, as amended at 
55 FR 26626,. June 28, 19901 

I 25.5 Files of public commenta and 
recent CRA atatementa. 

(a) Each national bank shall mBJln­
tain files tltlat are readily available for 
public Inspection consisting of: 

(1) Any sllgned, written comments 1re­
cetved from the public within the pnst 
2 years th1!Lt specifically relate to a:ny 
CRA statement or to the bank's p1er­
formance i11 helping to meet the credit 
needs of llt.s commwlity or commu:ni­
tles: 

(2) A co1i>Y of the public section of 
the most recent CRA Performance 
Evaluation prepared by the Comptrol­
ler ( the fi:,rmat and content of the 

12 CFR Ch. I (1-1-93 Edition} 

bank's CRA Performance EvtiLluatton 
as prepared and transmitted to th~ 
bank by the Comptroller ma)r not be 
altered or abridged in any manner). 
The bank must place this copy In the 
public file within 30 business days 
after its receipt from the Comptroller; 

C3 > Any response to the comments 
under paragraph (a>< 1) of this section 
that the bank wishes to make; :a.nd 

< 4 l Any CRA statements in effect 
during the past 2 years. 

Cb) These files shall not contain any 
comments or responses that renect ad­
versely upon the good name or reputa­
tion of any person other than the 
bank or publication of which would 
violate specific provisions of law. 

<c> These files shall be maiintained 
by each national bank as follows: 

< 1 > All materials at the head office; 
(2) Those materials relating to each 

local community. at a designated 
office in that community; and 

< 3 > The most recent CRA Perform­
ance Evaluation shall, at a m:nimum, 
be available at the head officEt and at 
an office in each local community so 
designated under paragraph (c)(2) of 
this section. The bank may respond to 
the CRA Performance EvaluaUon and 
may make the response avaflable in 
the same manner as the CH.A Per• 
formance Evaluation. ~ 

(d) National banks shall provide 
copies of the public section 1Jf their 
most recent CRA Performance Evalua­
tion to the public upon request. A na­
tional bank may charge a reasonable 
fee not to exceed the cost of reiproduc­
tlon and mailing (if applicable>. 

(43 FR 4'1146, Oct. 12, 19'18, as amended at 
55 FR 26626. June, 28, 1990; 56 FR 28901, 
June 12, 1991) 

II 25.& Public notice. 

Ca) Each national bank shall provide. 
in the public lobby of each of its of• 
fices other than off-premises electron-
ic deposit facilities, the publii:: notice 
set forth below. Bracketed inatertal 
shall be used only by banks having 
more than one local community. The '.~ 
last item shall be Included only H the • :· 
bank is a subsidiary of a holding com­
pany that Is not prevented by statute 
from acqutrlng additional banks. 
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COMMtllHTY Rm'.NVESTMEMT Acr NOTICE 

Tltle Federal Community Reinvestment 
Act (ClftA) requires the Comptroller of the 
currency to evaluate our performance in 
hel1>in11r to meet the credit needs of this 
community, and to take this evaluation into 
accoun1t. when thE! Comptroller decides on 
certain applications submitted by us. Your 
involvement Is encouraged. 

You ~,hould know that: 
• You may obtnJn our current CHA state• 

ment l'.or this community in thJs office. 
(Current CHA statements for other commu­
niU.es served by us are available at our head 
office, ]located at----.] 

• You may send signed, written comments 
about our CHA statementCsJ or our per­
fonnance in helping to meet community 
credit needs to <Utle and address of bank of­
Ucia.n :and to the Deputy Comptroller <ad­
dress). Your letter. together with any re­
sponse by· us, may be made public. 

• You may look at a file of all signed, writ­
ten comments received by us within the past 
2 Y◄?ar.i:, any responses we have made to the 
comments, and all CHA statements in effect 
during the past 2 years at our office located 
at (adcllress>. (You also may look at the file 
about this commWllty at (name and address 
of clesl1piated offlce).J 

• You may ask. to look at any comments 
rec1elved by the Deputy Comptroller. 

• Yo111 also may request from the Deputy 
Comptroller an announcement of appUca­
tlons <:overed by the CHA filed with the 
Cornptrolller. 

• We aire a sub:sidiary of <name of holding 
co01pB.Jny>, a banlt holding company. You 
ma:y request from the Federal Reserve Bank 
of (clt3r, address) an &nnouncement of appll­
cat1loru; covered by the CRA filed by bank 
holdin11 companies. 

(b) Within ~10 business days of re­
ceipt oJf its first publicly available, 
wriltten CRA Performance Evaluation, 
each 11ational bank shall add language 
to the: public CRA Notice as follows: 

• You may obtain the public section of 
ow· most, recent CRA Performance Evalua­
t101n, which was 1>repared by the Office of 
thE: Co,m]Ptroller of the currency at <address 
of best.Cl office> Uf the national bank has 
more t.h8111 one local community, each office 
<other th.an off-premises electronic deposit 
facilities) in that community shall include 
thti addriess of thEi designated office for that 
cotnmun.tty]. 

(43: FU ◄!'1146, Oct. 12, 19'18, as amended at 
55 FR 26626, June 28, 19901 

§ 25.7 

§ 25. 7 Assessing the record of perform­
ance. 

In connection with its examination 
of a national bank, the Comptroller 
shall assess the record of performance 
of the bank in helping to meet the 
credit needs of its entire community. 
Including low- and moderate-income 
neighborhoods. consistent with safe 
and sound operation of the bank. The 
Comptroller will review the bank's 
CRA statement<s> and any signed. 
written comments retained by the 
bank or the Comptroller. In addition, 
the Comptroller wtll consider the fol­
lowing factors in assessing a bank's 
record of performance: 

(a) Activities conducted by the bank 
to ascertain the credit needs of its 
community, including the extent of 
the bank's efforts to communicate 
with members of its community re­
garding the credit services being pro­
vided by the bank; 

(b) The extent of the bank's market­
ing and special credit-related programs 
to make members of the community 
aware of the credit services offered by 
the bank; 

(c) The extent of participation by 
the bank's board of directors In formu­
lating the bank's policies and review­
Ing its performance with respect to 
the purposes of the Community Rein­
vestment Act; 
• (d) Any practices intended to dis­
courage applications for types of 
credit set forth In the bank's CRA 
statement<s); 

<e> The geographic distribution of 
the bank's credit extensions. credit ap­
plications. and credit dentals; 

(f) Evidence of prohibited discrimi­
natory or other illegal credit practices; 

(g) The bank's record of opening and 
closing offices and providing services 
at offices; 

<h> The bank's participation. Includ­
ing investments. In local community 
development and redevelopment 
projects or programs; 

C 1) The bank's origination of residen­
tial mortgage loans, housing rehabili­
tation loans, home Improvement loans, 
and small business or small farm loans 
within Its community. or the purchase 
of such loans originated In its commu­
nity; 
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(j) The bank's participation in gov­
ernmentally insured. guaranteed. or 
subsidized loan programs for housing 
small businesses. or small farms· ' 

Ck) The bank's ability to me;t vari­
ous community credit needs based on 
its financial condition and size and 
legal impediments. local econom.i~ con­
dlUons, and other factors; and 

(1) Other factors that, in the Comp­
troller's Judgment reasonably bear 
upon the extent to which a national 
bank is helping to meet the credit 
needs of its entire community. 

§ 25.8 Eff'ect on applications. 

<a> In considering an appllcatlon for: 
(1 > The establishment of a domestic 
branch or other f acillty with the abili­
ty to accept deposits; (2) the relocation 
of the main of flee or a branch off ice· 
or (3) a merger or consolidation with 
or the acquisition of assets or assump­
Uon of Uabilfties of a federally insured 
bank, the Comptroller will take into 
account, among other factors, the ap­
plicant's record of performance. 

Cb> In considering an application for 
conversion from a State bank charter 
to a national bank charter, the Comp-

• troller will assess the applicant's 
record of performance, and will take 
Into account, among other factors 
that record. • 

(c) Applicants for a national bank 
charter other than a State bank shall 
submit a proposed CRA statement 
when the application is made. In con­
sidering the application. the Comp­
troller will take into account, among 
other factors, the proposed CRA state­
ment. 

< d) In considering an application de­
scribed In paragraph <a>. (b), or <c> of 
this section, the Comptroller will take 
Into account, among other factors, any 
v1ews expressed by State or other Fed­
eral supervisors of depository institu­
tions or other Interested parties. 
which are submitted In accordance 
with the Comptroller's procedures set 
forth In 12 CPR part 5. 

Ce) A bank's record of performance 
may be the basis for the denJal of an 
application described In paragraph <a> 
or -Cb) of this section. The proposed 
CRA statement of an applicant for a 
national bank charter may be the 
basis for the denial of the application. 

,., 

12 CFR Ch. I (1-1-93 Edition) 

INTERPRETATIONS 

§ 25.101 National banks performing limit-
ed se"ices. . ; 

In response to its proposed regu]a~ 
tion. 12 CFR part 25, to implement the 
Community Reinvestment Act 
("CRA"), the Comptroller of the Cur­
~ency received several inquiries from 
mstitutJons that. although they are· 
chartered as banks, do not perform. 
commercial or retail banking services 
These institutions serve solely as cor: 
r~spondent banks, or as trust compa­
nies, or as clearing agents, and they do 
not_ extend credit to the public for 
their own account. The Comptroller 
concludes that the CRA is not intend­
ed to cover these institutions. It is the 
purpose of the CRA to require the 
Comptroller to encourage national 
banks to meet the credit needs of their 
local communities. To this end. the 
Comptroller must assess banks' 
records of performance and take those 
re~ords into account in acting on cer­
tam applications affecting the banks. 
The Comptroller believes that these 
provisions were intended to cover all 
banks that are in the business of ex­
tending credit to the public, including 
both "wholesale" and "retail" banks. 
The lending activities of these banks 
affect the economic health of the com­
munities In which they are chartered. 
However. the Comptroller believes ft 
would be pointless to encourage or to 
~ess the credit granting record of in­
stitutions that are not organized to 
grant credit to the public in the ordi­
nary course of business. other than as 
an incident to their specialized oper­
ations. Accordingly the term "national 
bank" as used in the Comptroller's 
regulation, part 25 <12 CFR part 25), 
does not include banks that engage 
solely In correspondent banking busi­
ness. trust company business, or acting 
as a clearing agent. 

PART 26-MANAGEMENT OFFICIAL 
INTERLOCKS 

Sec. 
28.1 Authority, purpose. and scope. 
28.2 Deftnltlons. 
28.3 General prohtbltlona. 
26.4 Permitted lnterloctlng relationships. 
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Sec. 
26.5 Grandfathered interlocking relation­

ships. 
26.6 Changes in circumstances. 
26. 7 Enforcement. 

AUTHoRITY: Depository Institution Man• 
agement Interlocks Act. 92 Stat. 3672 (12 
U.S.C. 3201 et seq.> 

§ %6.1 Authority. purpose, and scope. 
(a) Authority. This part is issued 

under the provisions of the Depository 
Institution Management Interlocks 
Act (Interlocks Act) (12 U.S.C. 3201 et 
seq.). 

(b) Purpose and scope. The general 
purpose of the Interlocks Act and this 
part ls to foster competition by gener­
ally prohibiting a management official 
of a depository institution or deposito­
ry holding company from also serving 
as a management official of another 
depository institution or depository 
holding company if the two organiza­
tions Cl) are not affiliated and (2) are 
very large or are located in the same 
local area. This part applies to man­
agement officiais of national banks. 
banks located In the District of Colum­
bia and their af flliates. 
[45 FR 24391. Apr. 9, 1980] 

§ 26.Z Definitions. 
For the purpose of this part, the fol­

lowing definitions apply: 
Ca) Adjacent cities, town.,, or villages 

means cities. towns or villages whose 
borders are within ten road miles of 
each other at their closest points. The 
property line of an office located In an 
unincorporated city. town. or village is 
regarded as the boundary line of that 
city. town or village for the purpose of 
this definition. 

Cb> Affiliate has the meaning given 
in section 202 of the Interlocks Act. 
For purposes of section 202, an Individ­
ual's shares Include shares of members 
of his or her immediate family. For 
the purpose of section 202(3)(B> of the 
Interlocks Act. an afflllate relation­
ship based on common ownership does 
not exist lf the appropriate Federal su­
pervisory agency or agencies deter­
mine, after giving the affected persons 
the opportunity to respond, that the 
asserted afflltation appears to have 
been established in order to avoid the 
prohibitions of the Interlocks Act and 

§ 26.2 

does not represent a true commonality 
of interest between the depository or­
ganizations. In making this determina­
tion, the agencies will consider. among 
other things. whether a person. in­
cluding members of his or her immedi­
ate family, whose shares are necessary 
to constitute the group owns a mini­
mal percentage of the shares of one of 
the organizations and the percentage 
is substantially disproportionate with 
that person's ownership of shares in 
the other organization. Immediate 
family includes spouse. mother. 
father. child, grandchild, sister, broth­
er, or any of their spouses, whether or 
not any of their shares are heid in 
trust. 

<c) Community means city, town. or 
village. or contiguous or adjacent 
cities. towns. or villages. 

( d > Contiguous cities, towns, or vil­
lages means cities, towns, or villages 
whose borders actually touch each 
other. 

(e) Deposito111 holding company 
means a bank holding company or a 
savings and loan holding company <as 
more fully defined in section 202 of 
the Interlocks Act) having its principal 
office located in the United States. 

(f) Deposito111 institution means a 
commercial bank (including a private 
bank), a savings bank, a trust compa­
ny, a savings and loan association. a 
building and loan association. a home­
stead association, a cooperative bank, 
an industrial bank, or a credit union, 
chartered under the laws of the 
United States (including f eder&l law> 
and having a principal office located 
in the United States. Additionally. a 
United States office. including a 
branch or agency, of a foreign com• 
mercial bank ls a deposito111 institu, 
tion. 

(g) Deposito111 organization means 1 
depository institution or a depositor~ 
holding company. 

Ch)<l) Management official means (j 
an employee or officer with manage 
ment functions <Including a brancl 
manager); (U) a director (including a 
advisory director or honorary dire4 
tor>; (111> a trustee of a business organ 
zation under the control of truste• 
Ce.a., a mutual savings bank>; or (i· 
any person who has a representatt, 
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COMMUNITY REINVESTMENT ACT STATEMENT 

ALASKA FEDERAL 
Juneau, Alaska 

FEBRUARY 1991 

This Community Reinvestment Act is submitted for review in compliance with 
the Community Reinvestment Act of 1977, according to the expectations of the 
joint policy statement, "Statement of the Federal Financial Supervisory 
Agencies Regarding the Community Reinvestment Act" (Federal Register, Vol.54, 
No. 64, April 5, 1989) , "The Financial Institutions Reform, Recovery & 
Enforcement Act" (FIRREA), the "Final Uniform Interagency community 
Reinvestment Act Guidelines" issued in June 1990, requirements of regulatory 
agencies, and this institution's CRA policies and procedures. 

1. DELINEATION OF COMMUNITY 

i. This institution's entire "community" (see 804.1 for definitions 
of "community" and "local community") is made up of the "local 
communities of: 

a) Juneau 

b) Sitka 

c) Ketchikan 

d) Wrangell 

ii. The offices, local communities they serve, and the methods of 
delineation are designated below. 

The local communities are made up of areas in which they are 
located as well as the contiguous areas surrounding the offices, 
as clearly indicated on the maps delineating the local communities 
in EXHIBIT A - MAPS. 

a) Offices:Juneau - Downtown 
Juneau - Nugget Mall 

Local community Served: Juneau, Alaska 

Method of Delineation: Existing boundaries of the city and 
borough of Juneau. This includes all land approved for 
development by the city and borough which is accessible by 
automobile. This includes the cities of Juneau and Douglas, the 
extended areas along the North Douglas Highway; the area along 
Thane Road to its southern end; the Mendenhall Valley area, and 
Glacier Highway to approximately 28 mile. 

Community Reinvestment Act statement 

ALASKA FEDERAL 
·uneau, Alaska 

.r'ebruary 1991 

137 
l 



b) Offices: Sitka 

Local community served: Sitka 

Method of Delineation: Existing boundaries of the city of 
Sitka. This includes the city of Sitka plus all lands approved 
for development which are accessible by automobile. 

c) Offices: Ketchikan 

Local Community Served: Ketchikan 

Method for Delineation: Existing branches of the city of 
Ketchikan and the areas accessible from Tongass Highway from 
approximately 16 mile south to 17 mile north. Also included 
are the beach front properties of Pennock Island. 

d) Offices: Wrangell 

Local community served: Wrangell 

Method for Delineation: 
Zimovia Highway that 
accessible by car. 

City of Wrangell and the area along 
are approved for development and 

2. SPECIFIC TYPES OF CREDIT PRODUCTS ~-ND SERVICES OFFEFED 

i. This institution is prepared to extend the following types of 
credit services to the community: 

> 1-4 single family residential loans: 

> 5 + residential loans; 

> Housing rehabilitation loans: 

> Home improvement loans: 

> Small business loans; 

> Commercial loans; 

> Consumer loans: and 

> Visa Credit cards. 

3 • COPY OF COMMUNITY REINVESTMENT ACT NOTICE 
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3 • COPY OF COMMUNITY REINVESTMENT ACT NOTICE 

A copy· of the Community Reinvestment Act Notice, as required by 
regulation, is included with this statement. See EXHIBIT B - COMMUNITY 
REINVESTMENT A<::r NOTICE. 

4. CURRENT EFFORTS TO HELP MEET THE CREDIT NEEDS OF THE COMMUNITY 

This institution is currently helping to meet the credit needs of the 
community through the following products and services: 

Product or service Offered 

a) Unsecured Visa 

b) Mad/Tiff 

c) IRA 

d) Interest on all checking 
accounts 

e) Savings fees waived 

f) Reach Home customers 

g) In house lending programs 

h) Merchant Visa program 

Community Reinvestment Act Statement 

1u.ASKA FEDERAL 
uneau, Alaska 

i'ebruary 1991 

139 

Specific Need Met 

Persons with no or poor credit. 

Low down payment requirements. Moderate 
income and marginal credit, borrower can 
qualify. 

Wealth accumulation for persons with no 
retirement benefits. 

Even low balance customers receive 
interest. 

Senior customers and minors are not 
assessed maintenance fees on low balance 
accounts. 

Program for mentally handicapped to allow 
them to maintaim personal finances. 

Only financial in Alaska that will 
portfolio real estate loans. Persons 
that do not qualify for other loan 
programs can obtain financing. 

Fee structure is aimed at providing this 
service at a rate attractive to small 
businesses. 
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5. EFFORTS TO ASCERTAIN ADDITIONAL CREDIT NEEDS OF THE COMMUNITY 

i. All levels of management are involved in establishing a dialogue 
with community groups and individuals to receive comment and 
feedback regarding this institution's CRA performance. 

Level of Management 

a) President 

b) Branch Managers 

Communication with Specific 
Group or Individuals 

President Board of Directors - Glory 
Hole shelter for homeless, 
Member United Way Board of Directors, 
Treasurer - Saint Annes Nursing Home, 
city Manager, 
Mayor, 
Congretional Delegate, 
Board of Directors Federal Home Loan 
Bank of Seattle, 
State Senator and Representatives. 

Local government - both elected and 
staff. 

ii. The following additional credit needs were identified through the 
communications with community members described in (i) above, and 
will be met through the fellowing actions: 

Identified Neeg 

a) Congregate 
Housing 

b) Low Cost 
Housing 

c) FHLB Affordable 

d) Handicap Access 

Action Taken to Meet Need 

Working with Representative 
Fran Ulmer and city adminis­
tration. 

Study being done by the city. 

Working with the city, non­
profit and developer to obtain 
program suitable. 

During remodel, all branches 
are now handicap accessible. 

Community Reinvestment Act statement 
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Date Action 
Implemented 

Continuing 

Continuing 

Continuing 

1985 
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6 • MARKETING AND ADVERTISING PROGRAMS 

i. The association spends relatively little on advertising and most 
of this is spent in the form of institutional advertising. We 
attempt to let people know that we are strong financially and will 
continue to provide home town type service as we have over the 
past 50 plus years. We currently are advertising our Visa card 
program with an emphasis on unsecured credit and a savings program 
and at securing a nest egg for college education. 

ii. Branch Managers include small business owners and real estate 
agents and inform them of available credit services. 

7. ADDITIONAL STEPS TO KEET CRA RESPONSIBILITIES 

This institution has taken many additional steps to ensure that its CRA 
responsibilities are met. They include: 

i. Establishment and implementation of CR.A policies and procedures. 
See EXHIBIT D - COMMUNITY REINVESTMENT ACT POLICIES AND 
PROCEDURES. 

ii. Designation of a CRA Officer responsible for supervising and 
monitoring this institution's overall CRA process according to the 
this institution's CRA policies and procedures, and regulatory 
requirements. See 803.4 for the CRA Officer's overall 
responsibilities. 

iii. Investigation of all complaints regarding this institution's CRA 
performance by the President and correction of any deficiencies 
through changes in procedures and policies with a response letter 
to the person making the complaint. 

iv. Imparting information to customers or potential customers 
regarding federal, state, and local assistance programs for small 
businesses and housing, and other similar community needs through 
this institution's Senior management. 

v. Semi-annual analysis of loan applications by CRA officer to ensure 
non-discrimination and fair treatment of potential borrowers. 

vi. Annual analysis of this institution's Data Submission Reports, 
Loan Application Registers, and Home Mortgage Disclosure 
statements, as required in "Thrift Bulletin 25: Disparities in 
Mortgage Lending" by CRA officer, and consideration of the 
findings from the analysis in this ins ti tut ion's overall CRA 
plans. 
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vii. An institution-wide employee training program which imparts this 
institution's CRA policies and plans, and regulatory requirements 
to all management and employees, and entrusts them with the 
responsibility of upholding the institution's CRA policies and 
procedures. 

viii. Annual analysis of this institution's CRA activities, performance, 
and responsibilities by the CRA Officer as regards the 12 factors 
listed in regulation "56Je. 7 Assessing the record of performance." 

ix. Periodic reports to the Board of Directors given by the CRA 
Officer on this institution's CRA efforts and performance, and the 
local community's concerns. 

a. PUBLIC COMMENTS REGARDING CRA PERFORMANCE 

i. Public comments regarding this institution's CRA record and 
performance have been collected and included with this statement. See 
EXHIBIT C - PUBLIC COMMENTS. At this point no comments have been 
received. 

ii. In response to these comlfients and concerns, this institution has taken 
steps which are outlined in (5) above. 

9. REGWJ.ATQRY AGENCY INTERNAL REVIEW OF CP,1\ COMPT -I~CE 

(Note: FIRREA requires public disclosure of an institution's CRA rating, 
a..~d bases for the rating, beginning July 1, 1990.) 

i. Alaska Federal has not been reviewed since the new rating and 
disclosure system has gone into effect. The review accomplished in 
February 1990 concluded that the association was adequately meeting 
the needs of its local communities. 

10. SIGNATURES 

I hereby certify that all the information, delineations, and actions 
described in this statement are true and correct. 

(Signature of CRA Officer) 

(Signature of Chief Lending Officer) 

(Signature of Chief Executive Officer) 
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EXHIBIT B - COMMUNITY REINVESTMENT ACT NOTICE 

his institution provides the public notice set forth below in the public 
obby of each of its offices, other than off premises electronic deposit 

facilities. 

COMMUNITY REINVESTMENT ACT 
NOTICE 

The Federal Community Reinvestment Act (CRA) requires the Office of Thrift 
Supervision to evaluate our performance in helping to meet the credit needs 
of this community, and to take this evaluation into account when deciding on 
certain applications submitted by us. Your involvement is encouraged. 

You may obtain our current CRA statement for this community in this 
office. [Current CRA statements for other communities served by us are 
available at our home office, located at Juneau, Alaska.) 

You may obtain the public section of our most recent CRA Performance 
Evaluation, which was prepared by the Office of Thrift Supervision, at all 
four addresses. 

1) Community Reinvestment Officer 
2094 Jordan Avenue 
Juneau, AK 99801 

2) 101 Lake Street 
Sitka, AK 99835 

3) 400 Mission Street 
Ketchikan, AK 99901 

4) Lynch and Front Street 
Wrangell, AK 99929 

You may send signed, written comments about our CRA statement(s) or our 
performance in helping to meet community credit needs to: 

1) Community Reinvestment Officer 
2094 Jordan Avenue 
Juneau, Alaska 99801 

2) Office of Thrift Supervision 
2201 Sixth Avenue, Suite 1500 
Seattle, WA 98121 

Your letter,-together with any response by us, may be made public. 

You may look at a file of all signed; written comments received by us 
within the past 2 years, any responses we have made to the comments, all CRA 
statements in effect during the past_ 2 years, and the public section of our 
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most recent CRA Performance Evaluation, all at our office located at 2094 
Jordan Avenue, Juneau, Alaska 99801. 

You may ask to look at any comments received by the Office of Thrift 
~upervision of Seattle, Washington. 

You also may request from the Office of Thrift Supervision an announcement 
of applications covered by the CRA filed with the Office of Thrift 
Supervision. 

•xhibit B - Community Reinvestment Act Notice 
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EXHIBIT c - PUBLIC COMMENTS 

None received to date. 

.t!xhibit C - Public Comments 
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Note: 

PUBLIC DISCLOSURE 
September 30, 1991 

COMMUNITY REINVESTMENT ACT PERFORMANCE EVALUATION 

Alaska Federal Savings and Loan Association of Juneau 
Docket No. 04202 

2094 Jordan Avenue 
Juneau, Alaska 99801 

Office of Thrift Supervision 
2201 Sixth Avenue 

Suite 1500 
Seattle, Washington 98121 

This evaluation is not, nor should it be construed as, an assessment of 
the financial condition of this institution. The rating assigned to 
this institution does not represent an analysis, conclusion or opinion 
of the federal financial supervisory agency concerning the safety and 
soundness of this financial institution. 
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GENERAL INFORMATION 

This document is an evaluation of the Community Reinvestment Act (CRA) 
performance of Alaska Federal Savings and loan Association of Juneau prepared by 
the Office of Thrift Supervision, the institution's supervisory agency. 

The evaluation represents the agency's current assessment and rating of the 
institution's CAA performance based on an examination conducted as of 
September 30, 1991. It does not reflect any CAA-related activities that may 
have been initiated or discontinued by the institution after the completion of 
the examination. 

The purpose of the Coll'Vllunity Reinvestment Act of 1977 {12 U.S.C. 2901), as 
amended, is to encourage each financial institution to help meet the credit 
needs of the communities in which it operates. The Act requires that in 
connection with its examination of a financial institution, each federal 
financial supervisory agency shall {1) assess the institution's record of 
helping to meet the credit needs of its entire convnunity, including low- and 
moderate-income neighborhoods, consistent with safe and sound operations of the 
institutions, and {2) take that record of performance into account when deciding 
whether to approve an application of the institution for a deposit facility. 

The Financial Institutions Reform, Recovery and Enforcement Act of 1989, Pub. L. 
No. 101-73, amended the CAA to require the Agencies to make public certain 
portions of their CAA performance assessments of financial institutions. 

Basis for the Rating 
The assessment of the institution's record takes into account its financial 
capacity and size, legal impediments and local economic conditions and 
demographics, including the competitive environment in which it operates. 
Assessing the CRA performance is a process that does not rely on absolute 
standards. Institutions are not required to adopt specific activities, nor to 
offer specific types or amounts of credit. Each institution has considerable 
flexibility in determining how it can best help to meet the credit needs of its 
entire convnunity. In that light, evaluations are based on a review of 12 
assessment factors, which are grouped together under five performance 
categories, as detailed in the following section of this evaluation. 

1 
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ASSIGNMENT OF RATING 

Identification of Ratings 

In connection with the assessment of each insured depository institution's 
CRA performance, a rating is assigned from the following groups: 

Outstanding record of meeting co1J111unity credit needs. 

An institution in this group has an outstanding record of, and is a leader 
in, ascertaining and helping to meet the credit needs of its entire 
delineated convnunity, including low- and moderate-income neighborhoods, in a 
manner consistent with its resources and capabilities. 

Satisfactory record of meeting co1J111unity credit needs. 

An institution in this group has a satisfactory record of ascertaining and 
helping to meet the credit needs of its entire delineated community, 
including low- and moderate-income neighborhoods, in a manner consistent with 
its resources and capabilities. 

Needs to improve record of meeting community credit needs. 

An institution in this group needs to. improve its overall record of 
ascertaining and helping to meet the credit needs of its entire delineated 
convnunity, including low- and moderate-income neighborhoods, in a manner 
consistent with its resources and capabilities. 

Substantial noncompliance in meeting convnunity credit needs. 

An institution in this group has a substantially deficient record of 
ascertaining and helping to meet the credit needs of its entire delineated 
community, including low- and moderate-income neighborhoods, in a manner 
consistent with its resources and capabilities. 
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DISCUSSION Of INSTITUTION'S PERFORMANCE 

Institution's Rating: 

This institution is rated "Needs to improve record of meeting community 
credit needs" based on the findings presented below: 

I. ASCERTAINMENT OF COMMUNITY CREDIT NEEDS 

Assessment Factor A - Activities conducted by the institution to 
ascertain the credit needs of its community, including the extent of 
the institution's efforts to communicate with members of its community 
regarding the credit services being provided by the institution. 

The institution relies on contacts with the real estate and business 
communities, as well as local government and community groups to 
determine the credit needs of the service area. Employee community 
service is also encouraged. However, no procedures have been devised 
to systematically document the information obtained from the contacts. 

Assessment Factor C - The extent of participation by the institution's 
board of directors in formulating the institution's policies and 
reviewing its performance with respect to the purposes of the Community 
Reinvestment Act. 

The minutes of the Board of Directors' meetings and discussion with 
management disclosed that the Board is relatively inactive in the CRA 
process. The Board approved the CRA statement in February of 1991 and 
has occasionally discussed other related matters. However, there was 
no effort by the Board to establish CRA goals, measure community credit 
needs, monitor the effectiveness of the overall program, or guide the 
CRA process. This level of participation indicates a less than 
affirmative commitment by the Board. 
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II. MARKETING AND TYPES OF CREDIT OFFERED AND EXTENDED 

Assessment Factor B - The extent of the institution's marketing and 
special credit-related programs to make members of the convnunity aware 
of the credit services offered by the institution. 

Alaska Federal has a traditional marketing program to promote its 
products and services. Newsprint, television, and radio as well as 
meetings with local realtors are frequently used. In addition, 
informational brochures are provided to potential borrowers along with 
occasional presentations on home mortgage loans. 

No segment of the market has been ignored by this program. Loan 
originations were made throughout the delineated lending area and 
represent all groups within the convnunity. 

Assessment Factor I - The institution's origination of residential 
mortgage loans, housing rehabilitation loans, home improvement loans, 
and sma11 business or small farm loans within its community, or the 
purchase of such loans originated in its convnunity. 

In addition to conventional mortgage loans and construction loans for 
residential properties, the institution grants home improvement and 
consumer loans. 

Alaska Federal provided over 250 residential mortgage loans throughout 
their delineated convnun1ties from February of 1990 through July of 
1991. This represents over 80 percent of all lending done in this time 
period by the institution and is an increase in residential lending 
volume of over 36 percent since the last examination. 

Assessment Factor J - The institution's participation in governmentally 
insured, guaranteed or subsidized loan programs for housing, small 
business, or small farms. 

Alaska Federal actively participates in the Alaska Housing Finance 
Corporation's loan subsidy program for low- and moderate- income 
borrowers. In addition, during the last 12 months, the institution has 
originated 37 FHA/VA loans for over S 4 million. 
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III .. GEOGRAPHIC DISTRIBUTION AND RECORD OF OPENING AND CLOSING OFFICES 

Reasonableness of Delineated Community 
The delineations used by Alaska Federal are reasonable as they include 
the majority of the loan originations and do not exclude any low- or 
moderate-income areas. 

Assessment Factor E - The geographic distribution of the institution's 
credit extensions, credit applications, and credit denials. 

A review of the Loan Application Registers (LARs} completed s1nce the 
last examination disclosed that the institution granted credit 
throughout the entire delineated lending area. Alaska Federal, 
however, has made no effort to determine the geographic location or 
develop statistical analysis of loan originations, applications or 
denials. A review by the examiners of denied loan applications 
disclosed no evidence of loans rejected due to location of property. 

Assessment Factor G - The institution's record of opening and closing 
offices and providing services at offices. 

No offices have been opened or closed since the last examination of 
February 5, 1990. In addition, all the delineated convnunities are 
offered the same services during uniform business hours. 
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IV. DISCRIMINATION AND OTHER ILLEGAL CREDIT PRACTICES 

Assessment Factor D - Any practice intended to discourage applications 
for types of credit set forth in the institution's CRA Statement(s). 

No evidence of these practices were found. The institution has 
developed policies and programs along with providing adequate training 
to assure that all applicants are treated in a similar manner and 
within legal requirements. 

Assessment Factor F - Evidence of prohibited discriminatory or other 
illegal credit practices. 

No evidence of these practices were found. The institution has an 
effective program to prevent prohibited discriminatory practices as 
supported by interviews with lending personnel and the examination 
results. 
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V .. COMMUNITY DEVELOPMENT 

Assessment Factor H - The institution's participation, including 
investments, in local community development and redevelopment projects 
or programs. 

Alaska Federal has considered involvement in local community 
development or redevelopment projects. On April 15, 1991, the bank 
applied to the Federal Home Loan Bank of Seattle (FHLB) for funds to 
construct an affordable housing apartment project. The application was 
denied due to insufficient funds in their affordable housing program. 
In addition, a project to construct low-income housing in downtown 
Juneau is currently in the planning stage, and another application to 
the FHLB is planned soon. 

Assessment Factor K - The institution's ability to meet various 
convnunity credit needs based on its financial condition and size, legal 
impediments, local economic conditions and other factors. 

The institution's ability to meet community credit needs is limited 
only by its small asset size. 

Assessment Factor L - Any other factors that, in the regulatory 
authority's judgment, reasonably bear upon the extent to which an 
institution is helping to meet the credit needs of its entire 
COJJ1T1Unity. 

The institution is actively exploring the opportunities available in 
their service area to provide affordable housing, but they are limited 
by the lack of developers and funding. 

No other activities or factors restrict the institution's CRA program. 
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COMMUNITY REINVESTMENT· STATEMENT 

June 7, 1993 

FIRST BANK 

Administrative Offices 
331 Dock Street 
P.O. Box 7920 

Ketchikan, Alaska 99901 

Main Office Branch 
331 Dock Street 
P.O. Box 7920 

Ketchikan, Alaska 99901 

Totem Branch 
2530 Tongass Ave 

P.O. Box 5100 
Ketchikan, Alaska 99901 

Prince of Wales Branch 
3rd & Main 

P.O. Box 74 
r.r::iig, Al::ic:k::i QQQ?1 

Petersburg Branch 
204 Harbor Way 
P.O. Box 1109 

Petersburg, Alaska 99833 

Wrangell Branch 
')'),1 Ar, ,onor C:::troot -~...,.. ..... , --:::,-• _,, --· 

P.O. Bex 778 
Wrangell, Alaska 99929 

Sitka Branch 
208-C Lake Street 

P.O. Box 1829 
Sitka, Alaska 99835 

Sealaska Plaza Branch 
One Sealaska Plaza 

P.O. Box 21268 
Juneau, Alaska 99801 

Mendenhall Center Branch 
9106 Mendenhall Loop Road 

P.O. Box 21268 
Juneau, Alaska 99801 
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COMMUNITY REINVESTMENT - STATEMENT 

COMMUNITY REINVESTMENT ACT 

NOTICE 

The Federal Community Reinvestment Act (CRA) requires FDIC to evaluate our 
performance in helping to meet credit needs of this community, and to taketh is evaluation 
into account when the FDIC decides on certain applications submitted by us. Your 
involvement is encouraged. 

You should know that: 

- You may obtain our current CRA statements for this community in this office. [Current 
CRA statements for other communities served by us are available at our administrative 
office, located at 331 Dock Street, Ketchikan, Alaska.] 

- You may send signed, written comments about our CRA statements or performance in 
helping to meet community credit needs to Assistant Vice President, Community Affairs, 
P .0. Box 7920, Ketchikan, Alaska 99901 and to Federal Deposit Insurance Corporation, 
44 Montgomery Street, Suite 3600, San Francisco, California. Your letter, together with 
any responses by us, may be made public. 

- You may look at a file of all signed, written comments received by us within the past 2 
years, any responses we have made to the comments, and all CRA statements in effect 
during the past 2 years at our office located at 331 Dock Street. [You also may look at the 
file about this community at our administrative office, located at 331 Dock Street, 
Ketchikan, Alaska.] 

You may ask to look at any comments received by the FDIC's regional office at 44 
Montgomery Street, Suite 3600, San Francisco, California. 

You also may request from the Federal Deposit Insurance Corporation, 550 17th Street 
NW., Washington, D.C. 20429, an announcement of applications covered by the CRA filed 
with the FDIC. 

- We are a subsidiary of First Bancorp, a holding company, You may request from the 
Community Affairs Officer, Federal Reserve Bank of San Francisco, P.O. Box 7702, San 
Francisco, CA. 94120 an announcement of applications covered by the CRA filed by bank 
holding companies. 
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COMMUNITY REINVESTMENT· STATEMENT 

FIRST BANK LOAN POLICY - DEUNEA TED MARKET AREA: 

The market area of the Bank is limited to the communities and outlying areas of 
Southeast Alaska within reasonable proximity of where the Bank has established full 
service branch offices. In general, the Bank will not make loans outside of its market area 
and will not accept large -deposits from customers with no established personal or 
commercial ties to its market. On very limited occasions, the Bank will grant loans outside 
of its market but only as a convenience to established customers with ongoing ties to the 
market area. 

COMMUNITY REINVESTMENT AND EQUAL CREDIT OPPORTUNITY: 

First Bank is committed to the vitality and success of the customers and 
communities it serves. Management understands the need to maintain strong ties at the 
community level and the responsibility to invest in and serve the customers and markets 
that provide its sources of funding. This requires continuing programs of exploration, 
communication, and education through out the Bank's estabiished markei area. 

The Bank promotes the availability of credit for any legitimate purpose to a!! credit 
worthy applicants without regard to race, color, reiigion, nationai origin, sex, mariiai status, 
or age (provided the applicant has the capacity to contract). it is the poiicy of Firsi Bank 
to comply with a!! app!icab!e !aws and regulations as they relate to all types of lending 
activities. 

First Bank provides a full menu of credit products including commercial and 
residential real estate loans, consumer loans, business loans, construction loans, home 
improvement loans and occasionally delinquent leans and charge-off loans. The Bank 
participates in government insured, guaranteed or subsidized loan programs for housing, 
and small business. First Bank is aiso a member of the Federai Home Loan Bank system. 

The availability of a specific type of loan may vary from time to time depending on 
a variety of factors including current economic conditions, the level of interest rates, the 
availability of funding sources, and the responsibility of management to prudently diversify 
the Bank's asset portfolio and to support the growth of that portfolio with internally 
generated capital. 

REAL ESTATE MORTGAGE LOAN INFORMATION 

First Bank originates mortgage loans throughout its markei area. The Bank has 
branch offices in the cities of Juneau, Ketchikan, Wrangell, Petersburg, Craig (which 
serves all of Prince of Wales Island), and Sitka. First Bank is an Equal Housing Lender, 
and offers a wide variety of mortgage loans, through the secondary market as well as 
non-conforming loans for the Bank's own loan portfolio. The financing through the 
secondary market includes, but is not limited to, FHA/HUD, VA, FHLMC, FNMA, Alaska 
Housing Finance Corporation, and the Alaska Rural Housing Division of AHFC (formerly 
the Department of Community and Regional Affairs. 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

h Ascertainment of Community Credit Needs 

Some of First Bank's activities to ascertain credit needs in the community it serves are 
listed be low: 

Comprehensive Housing Affordability Strategy For The Sate of Alaska, covering 
federal fiscal years 1992-1996, February 1992, published by the Alaska Housing Finance 
Corporation addresses in depth a broad range of housing issues. 

The housing challenges faced by the State of Alaska are vastly dissimilar to those 
faced by any other state. Economic, logistic, environmental, and cultural forces 
combine with the geography to re-write the rules by which housing programs are 
traditionally delivered. The CHAS attempted to address some of thes~ challenges, 
and suggests ways in which the state can work in partnership with federal and 
local government, as well as private and non-profit interests to further the 
development of affordable housing for all Alaskans. 

The bank responds to survey information which is used to gather Alaska Housing 
Market Indicators, Alaska Housing Finance Corporation contains statewide data discussing 
affordability differences.economic effects on home prices, and building permit activity. The 
Affordability Index may offer some insights to the direction affordable housing is taking 
over time. 

Marketing data firms specialize in providing specific data for CRA compliance, 
providing HMDA loan application registers, they compute HMDA analytical tests, geo­
code all of the data, collect and archive "declined loan" data. The Bank has pursued the 
option of using these services and it appears that these services are not available in 
southeast Alaska. In addition to using available 1990 census information, The Bank tracks 
the declined loans by zip code using manual input to a data base system .. 

Officers and staff of First Bank attempt to maintain a proactive presence in 
community organizations for the purpose of establishing contact with individuals, groups, 
governmental officials, and community leaders in order to identify community credit needs 
as they emerge within the infrastructure of southeast Alaska and the communities being 
served. These organizations characteristically represent the interests of fishing, logging, 
tourism, mining, real estate and other business organizations in the communities. The 
Bank obtains small business & economic development input from regional organizations 
including; Alaska Forest Association, Alaska State Chamber of Commerce, and Southeast 
Conference. Bank employees are involved with the local Chambers of Commerce, Tourist 
Bureaus, and Economic Development organizations as well as other organizations with 
specific interest including Junior Achievement. 

Developing a Local Strategy: a guidebook for local government was prepared by 
U.S. Conference of Mayors National Community Development Association Urban Land 
Institute. In describing a housing strategy appropriate to all segments of the local 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

population, the guide moves clearly, in a step-by-step way, from a discussion of the basic 
structure of the housing market to an analysis of goal-setting, always reminding the reader 
that a housing strategy can hardly be successful unless it is related to population, to jobs, 
and economic development. 

Two resources have been used to access the low-and moderate income 
neighborhoods. The Branches of Alaska, Sheshunoff, 1991 provides population and 
household data for base line comparisons. A review of the Juneau, Ketchikan Gateway, 
Prince of Wales, Sitka, and Wrangell-Petersburg categories indicates that all communities 
exceed the above standard by a some margin. Our review includes sub areas that are 
categorized as Census Designated Places (CDP) or Alaska Native Villages (ANV). At this 
level of analysis there are no areas which fall below the low-moderate median household 
income threshold. Charts for each of the areas expand the data; however there are no 
conclusive indicators of low-moderate income housing situations. ' 

Very low-income households means households for which the aggregate income 
is fifty percent (50%) or less of the area median income. 

Low- and moderate-income households means households for which the aggregate 
income is 80 percent or less of the area median income. 

Moderate income means the median f amiiy income for an area as determined and 
published by the U.S. Department of Housing and Urban development. 

These definitions were provided by the Federal Home Loan Bank from Affordable 
Housing Guidelines as published by the Federai Housing Finance Board. 

Specific individuals in our real estate department are assigned the responsibility 
of making regular contact with the real estate brokers, appraisers, local and governmental 
representatives to discuss their perceptions of the need for low-moderate housing in the 
area. Each loan processor is trained to develop competitive and marketing information, 
and low-moderate housing data. In addition, they are trained to assure that any assistance 
provided to applicants in how to best qualify for credit is provided consistently to a!! 
applicants. 

Year Number Loans serviced Amount of Loans 
Serviced 

" . 
1992 550 $54,318,219 I 1991 439 $39,786,832 

First Bank advertised and implemented the Alaska State - Home Energy Loan 
Program. By mid year 1992, seven applicants had received subsidies valued at more than 
$17,200. 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

During the first quarter of 1992, the Bank worked with the Farm Home 
Administration to make office space available to the area representative to facilitate visits 
to communities in southeast Alaska. One of the programs offered meets the needs of low­
income housing applicants. 

During the first two quarters of 1992 a substantial number of home mortgages were 
refinanced to help customers bring down the cost of monthly payments. 

A :ion-obligatory free mortgage analysis is offered in the form of free consultation 
by staff members who are familiar with the requirements of the secondary mortgage 
market. 

During the third quarter of 1992 First Bank sponsored the Gasteneau Apartments 
project in Juneau Alaska. This seven unit low- income housing project was· a cooperative 
effort involving Housing First, Inc., the City &Borough of Juneau, and the Federal Home 
Loan Bank. The project took advantage of a city grant for $106,000 and a FHLB grant of 
$57,000. Units are expected be available in the second quarter of 1993. 

Two approaches have been employed to evaluate affordable housing issues. The 
"Affordability Index" and the" Home Affordability Guide". The next two pages decribe the 
information in detail. 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

Affordability Index 

"Affordability Index" is an indicator of the ease or difficulty of qualifying for an 
average mortgage. A larger number means that the household must contain a greater 
number of people, who are earning the average wage income, in order to qualify for the 
mortgage. If the indicator gets larger over time in a particular geographic area. this implies 
that it is becoming more difficult to qualify for an average home in that area. Mortgage 
loan borrowers belong to households. The number of persons per household varies, of 
course as does the gross income. One way to compare the mortgage payment with 
borrower income is to estimate household income. The unemployment insurance wage 
file was used to calculate the mean (average) wage and salary income (per worker) for 
each geographic area for each quarter between January 1987 and March 1991. Dividing 
the minimum income required to qualify for a mortgage by the average wage income, 
gives the number of persons earning an average wage that is needed in a 'household in 
order to qualify for an average mortgage. 

The indicator is area specific and is based on home prices and incomes in an area 
at a particular time. If the indicator rises housing is less affordable. The indicator can rise 
for one or more of the following reasons: 
a. the median price of homes increases; 
b. lenders tighten the underwriting standards (for exampie to allow mortgage 

payments to be no greater than 22% of income rather than 24%); 
c. interest rates increase; or 
d. average gross income fa!is. 
For the purpose of this discussion the average wage earner income is approximately 
$2,500 per month. Source: Alaska Housing Market Indicators, Vol 1 issue 1. 1991 

Alaska Housing Affordability Index 

Census Census AHFC 
Area/Borough Data Data 

by quarters 1990 1 st-90 4th-91 1 st-92 2nd-92 3rd-92 

Juneau Borough 1.62 1.42 1.40 1.38 i.56 1.17 

Ketchikan Gateway 1.63 1.67 1.49 1.54 1.59 1.43 
Borough 

.. 
Rest of state n/a 1.39 1.39 1.44 i.38 

Prince of Wales- 1.00 n/a n/a n/a n/a n/a 
Outer 

Sitka Borough 1.97 n/a n/a n/a n/a n/a 

Wrangell- 1.61 n/a n/a n/a n/a nla 
Petersburg 

. ... • ·= -- - .; • .. •• • • ---· ...... --~- !l f'!;._ i...l ~- • :"'I.- ••• ~t~ 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

A second approach is to use The Home Affordability guide as a backdrop against 
which to review data that describes more specific details on a community by community 
basis. $25,000 is used to represent a typical low-income situation, $35,000 is used to 
represent the 90%-95% range for moderate-income, and $45,000 represents the typical 
median income. This chart demonstrates the effect of ratios, and dramatizes the 
incongruity between the allowable sale price and available housing in that price range. 

Home Affordability Guide 

@ 7.50% Yearly Monthly Max. Other Maximum 
Income Income Mo. Mo. Debts Sales 

Paymen Price of Home 
t 

5% 25,000 2,083 583 167 68,345 

Down 35,000 2,917 817 233 95,777 

Payment 45,000 3,750 1,050 300 123,092 

10% 25,000 2,083 583 167 72,455 

Down 35,000 2,917 817 233 101,537 

Payment 45,000 3,750 1,050 300 130,494 

20% 30,000 2,500 700 200 98,714 

Down 35,000 2,917 817 233 115,213 

Payment 45,000 3,750 1,050 300 148,071 

The figures shown are based upon a 30 year Fixed rate Conventional Mortgage. 
Principal and Interest, PMI, Hazard Insurance estimated costs are included in the 
calculations. Qualifying ratios of 28%, 36% are used. Real Estate Taxes are calculated 
at 1.5% of the Sales Price, Hazard Insurance is calculated at .03% of the Sales Price. 
Other Monthly Debts include the total monthly obligations for secured loans, Autos, Boats, 
campers, etc. Unsecured loans, personal loans, installment payments, revolving payments 
(charge cards), child support, rental (i.e. auto, equipment, etc.) payments. 

This chart is a practical application of the Home Affordability Guide which is readily 
available at the Bank's branches. the guide has a slide which allows the individual to look 
at a full range of alternatives using down payment criteria of 5%, 10% and 20%. The 
interest rate selections include 6.0%, 6.5% through 13%. The benefit of the chart above 
is that it demonstrates the range of of maximum sales prices of homes in low- and 
moderate income groups according to the purchasers ability to meet down payment 
requirments. 
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COMMUNITY REINVESTMENT-ADDITIONAL INFORMATION 

Juneau (urban area) 

The 1992 median household income for the Juneau Borough is $62,200. Moderate income 
household income ranges between $59,090 and $50,382 (95% to 81% of median) and low 
household income is $49,760 or less. The population of Juneau increased 64.3% between 
1980 and 1990. 

City & Median 95% 81% Est. No Avail % % 
Borough Income Household Units Owner Renter 

0cc. 0cc. 

Juneau 62,200 59,090 50,382 9,825 10,638 58.2% 38.9% 
source: 1-edera HouS1ng t-inance Board :Alaska and elected 1-'opulatlon and Housin g 1.,;naractensucs; ,~~u 
Census 

II 

Housing Single Apartment Mobile Total 

I Type Home Persons 

Downtown 1 456 923 5 
,- ,.. .. ,.. I 
0 O<+O I 

Douglas 534 287 1 1,962 I I 
II Outlying Areas 48 6 a 1so 11 I 
I 

Salmon Creek 272 37 
I 

3 822 

Lemon Creek-Mendenhall 3,208 812 992 14,562 
East 

Auke Bay-Mendenhall West 965 140 27 3423 

Douglas 2 386 29 70 1,521 

Tea Harbor 272 3 9 785 
>Ource: Juneau t-'o ulatlon ::;tausttcs Accordin p g to Service Area 

Since the City/Borough of Juneau does not have a program for assisting low­
income persons with their housing needs, the Assembly requested the Lands Committee 
to establish a special task force including representatives from financial organizations, 
nonprofit service organizations, state government, construction and general interests. The 
committee charged the task force to make findings and recommendations on iow income 
housing needs and issues to the Assembly and CBJ Administration. The Report of the 
Low Income Housing Task Force, March 1991 was presented to the City & Borough of 
Juneau. This report provides a comprehensive survey of the community. A contact is 
Steve Gilbertson, Land & Resources manager, JC&B @ 1-586-5252. The Tlingit-Haida 
Regional Housing Authority is based in Juneau. its area of operation is all of southeast 
Alaska excluding Baranof Island and Metlakatla which are covered by the other two 
housing authorities. Jackie Johnson is the director of Tlingit-Haida at (907) 789-3800. 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

Ketchikan (urban area) 

The median household income for the Ketchikan Gateway Borough is $54,000. 
Moderate income household income ranges between $51,300 and $43,740 (95% to 81 % 
of median) and low-income is $43,200 or less. There are approximately 5,463 housing 
units available for 5,030 households. 56.0% of which are owner occupied and 44.0% of 
which are renter occupied. The population of KGB (urban area) increased 22.2% between 
1980 and 1990. 

Ketchikan Median 95% 81% House Avai. Owner Renter 
Gateway Income holds Units 0cc. 0cc. 
Borough 

·-
KGB 54,000 51,300 43,740 4,374 5463 56% 40% 

Clover Pass 151 

Herring Cove 36 

Ketchikan 2,907 

Ketchikan East 94 

Mountain Point 146 

N.Tongass 644 

Pennock I 44 

Saxman 70 105 72% 26% 

Saxman East 160 

>Ource: t-ederat Housing t-mance :loard: Alaska and ::ietected i-'oputatton and Housing (;haractenstics; 1990 
Census 

The Tlingit-Haida Regional Housing Authority is based in Juneau. It's area of 
operation includes the Ketchikan Gateway Borough area. Forest DeWitt, Mayor of Saxman 
can be reached at 225-4166. The HUD has approval for a two million dollar low income 
housing project that is in progress at this time. It will provide up to twenty additional 
housing units. The U.S. Coast Guard, Housing Office can be reached at 228-0227. The 
USCG has contracted a study of the housing needs in Ketchikan and subsequently made 
a presentation of housing needs to City and Borough Officials during 1992. The University 
of Southeast Alaska, Bill Trudeau, Assistant Director for the Campus can be reached at 
225-6177 to discuss student housing needs. 
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Prince of Wales (rural area) 

The median household income for the Prince of Wales and Outer Ketchikan 
Census Subarea is $40,700. Moderate income household income ranges between 
$38,665 and $32,967 (95% to 81% of median). Low-income household is $32,560. There 
are approximately 2,543 housing units available for 2,061 households. 60.5% of which are 
owner occupied and 39.5% of which are renter occupied. The population of POW (rural 
area) increased 64.3% between 1980 and 1990. 

Median 95% 81% House Avai. Owner Rent 
Income holds Units 0cc. 0cc. 

POW 40,700 38,665 32,967 2,061 2,543 60.5 o/o 39.5% 

Annette 12 40 16.7 % 25.0% 

Cape Pole • I 
I 

Coffman Cove 73 81 49.3 % 45.7% 

I r.r::1in II 444 504 63.1 % 32.5% 
I -•-•::, 

I 
Hydaburg i i8 135 61.0 % ... ~ .. "' .>~.170 

I 
I 

Hyder 45 58 66.7 % 25.9% 

1l I Kasaan 19 30 63.2 % 23.3% 

Klawock 241 281 55.2 % 38.4% 

Metlakatla 430 481 70.9 % 26.0°/o 

I Meyer Chuck . ., -, A Q') '1 0/_ 2.9 °/c ·~ ...... .;;14.v ,u 

I 
N. Whale Pass 43 

Point Baker 21 28 90.5 % 7.1 % 

Thome Bay 196 233 53.1 % 34.6% 
,ource: Federal Housm g finance Boara: Alas Ka ano ;jetectea t-'o uIatIon ana Housm p g ~naractenstJcs; 1 l:ll:IU 

Census 

The Tlingit-Haida Regional Housing Authority's area of operation includes POW 
excluding Metlakatla which is covered by Metlakatla Housing Authority. Jackie Johnson 
is the director of Tlingit-Haida at (907) 789-3800. The Metiakatla Housing Authority is 
located in Metlakatla. Metlakatla is the only Native Reservation in Alaska. The director is 
Ernest Stickey at (907) 886-6500. Metlakatla has a five million dollar (40 unit) housing 
project in progress •.vith a need for additional housing. 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

Sitka (Urban Area) 

The median household income for Sitka is $57,200. Moderate income household 
income ranges between $54,340 and $46,332 (95% to 81 % of median). Low-income 
household is 45,760. There is only one income figure for this area. There are 
approximately 3,222 housing units available for 2,939 households, 55.9% of which are 
owner occupied and 44.1 % of which are renter occupied. The population of Sitka (urban 
area) increased 10.1 % between 1980 and 1990. 

Sitka Median 95% 81% House Avail. Owner Renter 
Borough Income hold Units 0cc 0cc. 

Sitka 57,200 54,340 46,332 2,939 3,222 55_.9 % 40.2% 
,ource: I he jjranches ot Alaska, ):1):11 and ::ielectea 1-'opulatJon ana Housing aractenstJcs; 1 ):l):IU c.;ensus 

The Baranof Island Housing Authority covers all of Baranof Island. The agency is 
located in Sitka. Don Foss is the director at (907) 747-5088 .. 

Wrangell (Rural Area) 

The median household income for the Wrangell-Petersburg area is $48,500. 
Moderate-income household income ranges between $46,075 and $39,285 (95% to 81 % 
of median). Low.jncome household ranges $38,800 and below. There are approximately 
3,222 housing units available for 3,005 households, 66.7% of which are owner occupied 
and 33.3% of which are renter occupied. The population of Wrangell-Petersburg increased 
14.2% between 1980 and 1990. 

Wrangell- Median 95% 81% House Avail. Owner Renter 
Petersburg Income hold Units 0cc. 0cc. 

Wrangell- 48,500 46.075 39,285 2,514 3,005 66.7 % 27.9% 
Petersburg 

Kake 220 265 77.3 % 18.9% 

Kupreanof 12 32 75.0 % 9.4 % 

Petersburg 1,135 1,222 66.3 % 31.3% 

Port Alexander 39 64 71.8 % 17.2% 

Wrangell 942 1,054 66.5 % 30.0% 

,ource: i-eaeral Housing t-mance ,oard: Alaska and Selected Po ulatJon and Housing C,;haractenstics; 1~l:IU p 
Census 

June 7, 1993 12 

167 



COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

The Board of Directors participates in formulating policies and reviewing First Bank's 
Community Reinvestment Act (CRA) performance. 

Goals: 

To demonstrate an outstanding record of identifying, evaluating, and implementing 
credit programs to meet the credit needs of First Bank's entire market area 
including low and moderate income housing in a manner consistent with our 
resources and capabilities. 

To incorporate safe and sound community re-investment goals, objectives, and 
methodology for self assessment into First Bank's policies, procedures, and 
training programs and to emphasize the importance of community reinvestment in 
First Bank's planning process. • 

To document First Bank's community re-investment activities thoroughly. 

To assure the involvement of the Board of Directors and Management in the 
planning, implementation, and monitoring of First Bank's community re-investment 
pt:if'UI llldl 11,.;t:. 

To take a leadership role in promoting economic revitalization and growth, to 
engage in other activities selected to meet community credit needs. 

The Office of Community Banking is responsible for monitoring community reinvestment 
activities, for making recommendations to the President and the Board of Directors. 

Material discussing legal, regulatory and resources is gathered and disseminated 
by this office. Liaisons between civic, governmental, and community leadera aie 
estabiished to continue an on-going dialogue regarding reinvestment issues as they 
develop. Information describing selected population and housing characteristics, 
population growth, and household income is collected and analyzed with appropriate 
summaries forwarded for administrative review. 

The manger of the Real Estate Mortgage Department has an on-going process for 
developing a broad array of "affordable housing programs" that are offered to all southeast 
Alaskans. 

Th@ Bank has a Rea! Estate ~"1artaaae Decartment that omvides loan oriaination. --------·-·-------·------- ----.;;1--...,,---.- - -----,- - f 

marketing, and loan servicing to residents in southeast Alaska. New and existing programs 
are consistently offered to qualified applicants. In order to provide the broadest possible 
range of programs First Bank has signed Seller/Servicing agreements with Aiaska Housing 
Finance Corp (AHFC), Federal Home Loan Mortgage Corporation (Freddie Mac), Federal 
National Mortgage Association (Fannie Mae) and Alaska Industrial Development and 
Export Authority (AIDEA). The structure of the programs encourages the use of flexible 
underwriting and appraisal standards that preserve safety and soundness criteria while 
responding to special factors in low- and moderate-income minority communities. 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

The branch mangers are responsible for identifying the business needs of their community 
and meeting those needs with safe and sound lending practices. 

First Bank Administrative Department maintains excellent relationships with 
correspondent banks and seeks participation for loans exceeding the safe and sound 
lending limits of the bank. Branch Managers maintain consistent contact with 
representatives of governmental resources such as the Small Business Administration 
(SBA), U.S. Forest Service (USFS), National Oceanic Administration (NOA), Bureau of 
Indian Affairs (BIA). Alaska Industrial Development and Export Authority (AIDEA). 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

!h Marketing and Types of Credit Extended 

First Bank reviews its marketing and special credit-related programs on an on-going 
basis. 

First Bank discusses advertising and marketing plans with all management staff 
at semi-annual meetings. These plans include a budget of expenses for each branch and 
relates to print media, broadcast media (radio and television), point of sale brochures and 
displays, as well as other more direct marketing efforts. The president of the bank 
maintains oversight and provides feedback to the marketing director regarding marketing 
or advertising performance. 

The marketing director is responsible for origination, production, publication and 
maintenance of advertising and marketing records. Each advertisement is' reviewed for 
legal and regulatory compliance by the marketing director using the FDIC Law, 
Regulations, and Related Acts Advertising regulations, and Federal Advertising Law 
Guide, Bank Marketing Association as reference materiai. Copies of print media, and 
broadcast advertisements are retained for two years. 

The Bank is active in the origination of loans within the community. 

At year end 1992, First Bank was servicing 550 loans totalling more thatn fifty four 
miiiion dollars. Studies of the recorded deeds indicate that the Bank is agressiveiy serving 
the reai estate market in souteast Aiaska. As of April 30, 1993, First Bank services 186 
Rural Housing Development loans totaling over ten million dollars ($10,000,000). In 1992 
nineteen ioans totaiing over one miiiion nine hundred thousand were sold and added to 
the Bank's servicing portfolio. This includes a rental prnperty loan made in Craig, AK. 

First Bank invests in Alaska Housing Finance Corporation Alaska Municipal Bond 
Bank (AHFC), Alaska Industrial Development Authority (AIDEA). and local municipal 
bonds. 

The Bank's participation in governmental insured, guaranteed, or subsidized loan 
programs is an integral strategy for meeting the credit needs of qualified borrowers in the 
Bank's market area. 

First Bank initiated the request for state approval for banks to take advantage of 
membership in the Federal Home Loan Bank, duiing the spiing of 1990. This required 
legislative action and cooperative effort on the part of the bank, regulatory agencies, and 
membeis of the legislatuie. During 1991, the Bank continued to seek regulatory approval 
allowing a state chartered bank to access a higher level of Federal Home Loan Bank 
programs that provide for the funding of low-moderate housing loans. 

June 7, 1993 15 

170 



COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

During 1991, the Bank identified a need to have private mortgage insurance coverage re­
instated in southeast Alaska. Mid 1991, the Bank received approval to offer private 
mortgage insurance through MGIC to qualified borrowers. Although, First Bank actively 
participates in government insured programs such as Department of Housing and Urban 
Development (HUD) and Veteran Administration (VA) some conventional home buyers 
could not meet the down payment requirements without access to private mortgage 
insurance. 

During the second quarter of 1993, the House America program was added to the 
Bank's matrix of affordable housing loan programs. The program is designed for special 
case low to moderate housing situations. Aside from its flexible low down payment 
features, this program is somewhat novel in that it requires the borrower to successfully 
complete a self study course about personal finance and home ownership._ 
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COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

Ill. Geographic Distribution and Record of Opening and Closing Offices. 

The Branches of Alaska 1991, Sheshunoff is published annually and contains 
information about Banks, Savings and Loans, Credit Unions, & Savings Banks. First Bank 
has eight full service branches located throughout southeast Alaska and employs over one 
hundred people. The bank offers a comprehensive portfolio of modem financial services 
to the communities of southeast Alaska. With its Main Office in Ketchikan, First Bank is 
the only commercial bank with headquarters in southeast Alaska. 

Geographic Distribution of Credit Extensions, Applications, and Denials. 

First Bank makes loans throughout southeastern Alaska. The following table shows 
a breakdown of the broad categories of the bank's total outstanding loans oa the last day 
of the past two years: 

I 
I: 

!! 

1992 --g- II 

12,855

1

.:8: I Mortgage 9,186,054 
I I Commercial II 25,075,759 2s,228,01 o 11 

I ~o~~~mer I 24,874,722 26,392,495 I 
I I 59,136,535 64,476,390 II ! ota1 1..oans I 
I 

Total Deposits 152,581,146 162,846,346 I 
Record of opening and closing offices and providing services. 

During the past three years, two branches have been opened in Juneau. The 
Sealaska Plaza Branch opened June 4, 1990 and as First Bank responded to the 
customer's suggestions that this would complete the southeast banking network. The 
Mendenhall Center Branch was opened March 26, 1992. 

First Bank accommodates the personal and business community in each of the 
communities served with flexible schedules of business days, and business hours. Totem 
Branch in Ketchikan, and Craig Branch in Craig offer Saturday banking, and the daily 
hours that the branches are open to the public generally start at 9:00 A.M. and close at 
5:00 or 5:30 P.M. depending economic feasibility and the needs of the community. In June 
1990, the Bank expanded service to customers by offering a debit card and access to the 
Alaska Option Network (140 ATM's in Alaska, and worldwide access via the PLUS 
network). ln the spring cf 1991, the Bank conducted a sur1ey cf products and services 
offered by the financial institutions in southeast Alaska. In the process of product 
positioning and pricing, a conscious decision was made in assuring that "life line" checking 
services were provided in the First Check and First Saver checking and savings programs. 
In June 1991, the Bank further expanded access for our customers by installing a toll free 
number (1-800-478-6101) for the convenience ef customers in outlying areas. 

June 7, 1993 17 

172 



COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

IV. Discrimination or Other Illegal Credit Practices 

"Substantial minority" census tracts are those in which minority residents constitute 25 
percent or more of the total population. In southeast Alaska, our total population is 
approximately 68,000 people. 

Population minority Population minority 
census ANV/CDP percent 

area percent 

Juneau C&B 26,751 19.6 % 

Ketchikan Gateway Borough 13,828 18.2 % 

Saxman (ANV) 369 77.0 % 

Prince of Wales-Outer Ketchikan 6,278 38.5 % 

Outer Ketchikan - Census Subarea 

Annette (ANV) 43 62.8 % 

Metlakatla (CDP) 1,407 83.5 % 

Prince of Wales Census Subarea 

Hydaburg (ANV) 384 89.1 % 

Kassan City (ANV) 54 53.7 % 

Klawock (ANV) 722 54.3 % 

Sitka Borough 8,588 26.0 % 

Wrangell-Petersburg 7,042 21.3 % 

Kake City (ANV) 700 73.4% 
,ource: Selected PopulatJon and Housm g Characteristics: 1 ~~u Census 

There are three local housing authorities operating in southeast Alaska. All three 
agencies are non-profit housing authorities which provide home-ownership and special 
housing programs to low-moderate income minorities. Typical funding is received through 
Indian Housing Development grants awarded by the U. S. Department of Housing and 
Urban Development (HUD). However, the Tlingit-Haida Regional Authority also originates 
loans through the Alaska Housing Finance Corporation (AHFC). 

The Tlingit-Haida Regional Housing Authority is based in Juneau. Its area of 
operation is all of southeast Alaska excluding Baranof Island and Metlakatla which are 
covered by the other two housing authorities. Jackie Johnson is the director of Tlingit­
Haida at (907) 789-3800. 
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The Baranof Island Housing Authority covers all of Baranof Island. The agency is 
located in Sitka. Don Foss is the director at (907) 747-5088. 

The Metlakatla Housing Authority is located in Metlakatla. Metlakatla is the only 
Native Reservation in Alaska. The director is Mike Faber at (907) 886-6500. 

First Bank does not support any practices to discourage applications for any types of 
credit. 

~· 
For the purposes of this publication, the terms "minority" or "minority group" are 

used to refer to borrowers who are not members of the dominant culture in a particular 
area. We distinguish among three types of discrimination: overt, intentional discrimination; 
subtle, deliberate discrimination, and unintentional discrimination. 

All declined loans are reviewed by a committee of the board of directors to help 
ensure fairness in the Bank's lending practices and prevent loss of business opportunities. 

First Bank encourages staff members to pursue professional training by 
reimbursing the cost of continuing education. 

First Bank is licensed to use computer programs ,hat are 1,;u111111only utilized 
throughout the banking community in the United States. Criteria for the selection of these 
programs includes the capability of meeting ali regulatory requirements, and providing the 
widest range of products available. VVhen the programs are revised the bank aggressiveiy 
and consistently upgrades the program to the most current status. 

There is no evidence of prohibited discriminatory or other illegal credit practices which we 
are aware of that should be set forth in CRA statement. 

First Bank underwrites real estate mortgage ioans in compliance with the 
guidelines of secondary market investors; such as AHFC, Freddie Mac, and Fannie Mae. 
We have created a matrix of the types of affordable housing programs that are originated 
at the branches. 

Internal, FDIC and State audits are routinely conducted. First Bank does not have 
historic indications of any discriminatory or illegal practices. 

Public concern that lenders have been avoiding or under-serving the credit needs of 
certain communities has grown in recent years. A study published by the Federal Reserve 
of Boston suggests that borrowers in minority neighborhoods, regardless of income, have 
more difficulty obtaining loans. 

The Federal Home Loan Mortgage Corporation produced a document titled, The 
Secondary Market and Community Lending Through the Lender~• Eyes. F ebruarv 28. 
1991. The report provides lenders' perceptions in three critical areas: 
a. the nature and extent of discrimination_ in mortgage lending; 
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b. the challenges associated with community lending; and 
c the secondary market's current and potential role in serving the credit needs of low 

and moderate income communities. 

First Bank's affordable housing strategy is to provide the fullest possible matrix of 
affordable housing. 

The Bank is consistent in reviewing all applications based upon criteria developed 
by the Alaska Housing Finance Corporation (AHFC), Freddie Mac, and Fannie Mae. 

As background for studying moderate low-income affordable housing programs, The Bank 
review~ publications such as: 

' a. Low-and Moderate-Income Housing Incentives, March 1990; Fannie Mae 
b. A Guide to Housing Trust Funds, Tools for Community Development, 

Neighborhood Reinvestment Corporation. 
c. Single Family Housing, Guaranteed Rural Housing. Farmer's Home 

Administration 
d. Affordable Housing Initiatives, Freddie Mac 
e. Affordable Housing, Finance Programs and Technical Assistance, Federal 

Home Loan Bank of Seattle 

Our review of affordable housing programs strives to achieve a balance between the 
requirements of safe and sound banking practices, customary real estate lending 
guidelines set forth in investor guidelines. 

Appendix A of the document, Lender's Recommended Underwriting Criteria for 
Special Community Lending Programs offered the following suggestions. 

STANDARD LENDERS' RECOMMENDATIONS 

Down payment 

Employment 

Income 

June 7, 1993 

Retain minimum 5 percent down payment; however 
borrower need not contribute entire 5 percent, but 
must contribute something. For example, require 2 
to 3 percent borrower cash with 2 to 3 percent 
provided by gift, soft seconds, sweat equity or other 
source. (Note: no lenders suggested a loan to value 
of more than 95%). 

Focus on income stability, rather than job stability. 
Recognize income from second job sooner. 

Increase ratios for low and moderate income 
families, (many families are already accustomed to 
relatively high rent-to-income ratios). Consider 
previous housing costs in general consensus on 
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Credit Standards 

Property/Neighborhood Conditions 

Borrower Counseling 

June 7, 1993 

maximums. 

Incorporate alternative methods of determining credit 
worthiness for borrowers with no credit. 

Make available purchase plus rehab mortgages. 

Design special appraisal standards more suited to 
lower income, inner city neighborhoods that deal 
appropriately with mixed use, 2 to 4 unit properties 
and "neighborhoods within neighborhoods" 

Counseling should be a requirement {or all special 
programs. Some Lenders pref erred "in-house" 
counseling while others rely on affiliations with 
community counseling programs. 
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Community Development 

The Bank has an on-going record of participation, including investments in local 
development 

First Bank invests in the Alaska Municipal Bond Bank (AMS), Alaska Housing 
Finance Corporation (AHFC), Alaska Industrial and Export Development Authority 
(AIDEA), as well as municipal bonds for communities throughout southeastern Alaska. 

First Bank directly supports the Berth II LID project which will increase downtown 
parking in Ketchikan by providing over a hundred spaces. 

Ability to meet community needs consistent with institution's characteristics, 

First Bank has been classified in the Veribank "Blue Ribbon" category for six years 
in a row. In order to qualify, the bank must have total assets exceeding $50 million, equity 
must exceed 7.5 percent, and net income after extraordinary items and taxes must be 
positive. In addition: 
a. Liquid assets must be at least 45 percent of total deposits. 
b. Equity, discounted for problem loans in excess of loan loss reserves must exceed 
6 percent. 
c. Total overseas lending must not exceed the bank's equity. 
d. The equity of the bank must not have declined from its value in the previous 
quarter. 
e. The liquidity must not have increased by more than 50 percent or decreased by 
more than 33 percent since the previous quarter. 

Participation in other activities not covered under other performance categories that bear 
on extent to which institution meets community credit needs. 

The Bank maintains a record of the sponsorships and donations to non-profit civic 
organizations in each of the communities. 

Participation in literacy programs is an integral element of the Bank's community 
reinvestment program. 

First Bank originated a "Library Bucks" program which injected thousands of dollars 
into the public libraries of southeast Alaska. The "Battle of the Books" program received 
direct support from the bank in southeast Alaskan public schools. A First Bank staff 
member participates in the Ketchikan High School "Ready for Work Program" which is 
a long range program to quantify the essential skill level which a high school graduate 
must achieve in order to be ready for work upon graduation. 

First Bank provides assistance In developing business leadership and entrepreneurial 
skills as a long term solution. 

Staff members have a significant and on-going commitment to the Junior 

June 7, 1993 22 

177 



COMMUNITY REINVESTMENT - ADDITIONAL INFORMATION 

Achievement program in Ketchikan Alaska. 

During 1993 the officers of the Bank have participated in activities directed to the 
Small Business owner/manager. These credit fairs have been held in Wrangell, 
Petersburg, and Klawock. Representatives from various sources of financial assistance 
include Small Business Administration, State of Alaska Economic Development and others 
were in attendence in support of the porject.. 
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PUBLIC DISCLOSURE 

November 16, 1993 

COMMUNITY REINVESTMENT ACT PERFORMANCE EVALUATION 

FIRST BANK 
14885-7 

331 Dock Street 
P. o. Box 7920 

Ketchikan, Alaska 99901 

Federal Deposit Insurance Corporation 

25 Ecker Street, Suite 2300 
San Francisco, California 94105 

This evaluation is not, nor should it be construed as, 
an assessment of the financial condition of this 
institution. The rating ass{gned to this institution 
does not represent an analysis, conclusion or opinion 
of the federal financial supervisory agency concerning 
the safety and soundness of this financial 
institution. 
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GENERAL INFORMATION 

This document is an evaluation of the Community Reinvestment 
Act (CRA) performance of the First Bank, Ketchikan, Alaska, 
prepared by The Federal Deposit Insurance Corporation, the 
institution's supervisory agency. 

The evaluation represents the agency's current assessment 
and rating of the institution's CRA performance based on an 
examination conducted as of November 16, 1993. It does not 
reflect any CRA-related activities that may have been 
initiated or discontinued by the institution after the 
completion of the examination. 

The purpose of the Community Reinvestment Act of 1977 (12 
U.S.C. 2901), as amended, is to encourage each financial 
institution to help meet the credit needs of the communities 
in which it operates. The Act requires that in connection 
with its examination of a financial institution, each 
federal financial supervisory agency shall (1) assess the 
institution's record of helping to meet the credit needs of 
its entire community, including low- and moderate-income 
neighborhoods, consistent with safe and sound operations of 
the institution, and (2) take that record of performance 
into account when deciding whether to approve an application 
of the institution for a deposit facility. 

The Financial Institutions Reform, Recovery and Enforcement 
Act of 1989, Pub. L. No. 101-73, amended the CRA to require 
the Agencies to make public certain portions of their CR.~ 
performance assessments of financial institutions. 

Basis for the Rating 

The assessment of the institution's record takes into 
account its financial capacity and size, legal impediments 
and local economic conditions and demographics, including 
the competitive environment in which it operates. Assessing 
the CRA performance is a process that does not rely on 
absolute standards. Institutions are not required to adopt 
specific activities, nor to offer specific types or amounts 
of credit. Each institution has considerable flexibility in 
determining how it can best help to meet the credit needs of 
its entire community. In that light, evaluations are based 
on a review of 12 assessment factors, which are grouped 
together under 5 performance categories, as detailed in the 
following section of this evaluation . 
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ASSIGNMENT OF RATING 

Identification of Ratings 

In connection with the assessment of each insured depository 
institution's CRA performance, a rating is assigned from the 
following groups: 

Outstanding record of meeting community credit needs. 

An institution in this group has an outstanding 
record of, and is a leader in, ascertaining and 
helping to meet the credit needs of its entire 
delineated community, including low- and 
moderate-income neighborhoods, in a manner 
consistent with its resources and capabilities. 

Satisfactory record of meeting community credit needs. 

An institution in this group has a satisfactory 
record of ascertaining and helping to meet the 
credit needs of its entire delineated community, 
including low- and moderate-income neighborhoods, 
in a manner consistent with its resources and 
capabilities. 

Needs to improve record of meeting community credit 
needs. 

An institution in this group needs to improve its 
overall record of ascertaining and helping to meet 
the credit needs of its entire delineated 
community, including low- and moderate-income 
neighborhoods, in a manner consistent with its 
resources and capabilities. 

Substantial noncompliance in meeting community credit 
needs. 

An institution in this group has a substantially 
deficient record of ascertaining and helping to 
meet the credit needs of its entire delineated 
community, including low- and moderate-income 
neighborhoods, in a manner consistent_ with its 
resources ana capabilities. 
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DISCUSSION OF INSTITUTION'S PERFORMANCE 

Institutions Rating: 

This institution is rated Outstanding based on the 
findings presented below. 

I. ASCERTAINMENT OF COMMUNITY CREDIT NEEDS 

Assessment Factor A - Activities conducted by the 
institution to ascertain the credit needs of its 
community, including the extent of the institution's 
efforts to communicate with members of its community 
regarding the credit services being provided by the 
institutiono 

(Conclusion/Support): 

First Bank is a commercial bank operatinq branches in 
the southeast Alaska communities of Ketchikan, Juneau, 
Wrangell, Petersburg, Craig and Sitka. Bank officers 
maintain a proactive presence in area organizations to 
establish contact with groups, individuals, government 
officials and community leaders to identify credit 
needs of the communities being served. organizations 
represent the interests of fishing, logging, tourism, 
mining, real estate and other business organizations. 

Bank officers worked closely with MGIC to reintroduce 
the insurance program in Alaska so customers can obtain 
home loans with smaller down payments. The bank uses 
information of the Alaska Housing Finance Corporation 
concerning the comprehensive Housing Affordability 
Strategy For The State of Alaska. This survey reviews 
economic, logistic, environmental and cultural forces 
combined with local geography to address challenges and 
suggests ways in which the state can work with federal, 
local government and private interests for development 
of affordable housing for all Alaskans. Officers of 
the real estate department are assigned responsibility 
of making contact with real estate brokers, appraisers, 
local and governmental representatives to discuss the 
need for low-moderate housing in the area. To help 
evaluate affordable housing issues, bank officers use 
the "Affordability Index" and the "Home Affordability 
Guide" developed by the Alaska Housing Finance 
Corporation. The information contained in these guides 
is available at each banking office and is discussed 
with anyone interested in obtaining a real estate loan . 

• 
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Assessment Factor A (Continued) 

Each Saturday bank officers provide real estate loan 
analysis to customers unable to get to the bank during 
the week. Combining the guide and index information 
with demographic information concerning population and 
household data the bank can target available programs 
to all of its communities. Officers are working with 
the Sitka and Juneau housing authorities and are trying 
to get one created in Ketchikan. In addition there are 
three non-profit housing authorities providing home­
ownership and special housing programs to low- and 
moderate-income minorities which also serve the bank's 
communities. Bank officers work with the Tlingit-Haida 
Regional Housing Authority, the Baranof Island Housing 
Authority and the Metlakatla Housing Authority. The 
Metlakatla Housing Authority works with the only Native 
Reservation in Alaska. 

The bank uses small business and economic development 
input from regional organizations including Project 
2000, a state forest association, state and area 
Chambers of Commerce, tourist bureaus and economic 
development organizations. 

Officers are involved in a calling program to determine 
credit needs and relay product information to existing 
and potential customers. Contact is maintained with 
representatives of governmental resources such as the 
Small Business Administration, U.S. Forest Service, 
National oceanic Administration, Bureau of Indian 
Affairs and the Alaska Industrial Development and 
Export Authority. 

Assessment Factor C - The extent of participation by 
the institution's board of directors in formulating the 
institution's policies and reviewing its performance 
with respect to the purposes of the Community 
Reinvestment Act. 

(Conclusion/Support}: 

The board of directors are involved in the CRA process 
and activities. The board reviews and approves the CRA 
statement annually. The board appointed a CRA officer 
who makes quarterly updates at board meetings keeping 
directors aware of current developments and programs. 
To meet local credit needs loan programs are structured 
to encourage flexible underwriting and appraisal 
standards responding to specific community factors. At 
each meeting the board reviews 0 the market share report 
to compare lending activities of all area banks. 
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II. MARKETING AND TYPES OF CREDIT OFFERED AND EXTENDED 

Assessment Factor B - The extent of the institution's 
marketing and special credit-related programs to make 
members of the community aware of the credit services 
offered by the institution. 

(Conclusion/Support): 

Within its local communities the bank utilizes radio, 
newspaper, television, trade journals, point of sale 
brochures and displays, statement stuffers, direct 
marketing, lobby posters and brochures to keep 
customers aware of new services. Local advertising is 
directed to all income levels throughout the community. 
Image promotion is done at community events. 

Assessment Factor I - The institution 1 s origination of 
residential mortgage loans, housing rehabilitation 
loans, home improvement loans, and small business or 
small farm loans within its community, or the purchase 
of such loans originated in its community. 

(Conclusion/Support): 

The loan program offers commercial and residential real 
estate, home improvement, construction, small business, 
agricultural and consumer programs. The majority of 
loans are to area businesses. About 20% of that total 
are made under various Small Business Administration 
prog~am~. Remaining loans are for consumer and real 
estate purpose. The bank services a large portfolio of 
real estate loans sold to investors. The bank invests 
in FNMA, FHLMC, GNMA, SLMA, FFCB, FHLB, Alaska Housing 
Finance Corporation and Alaska Industrial Development 
Authority bonds. 
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Assessment Factor J - The institution's participation 
in governmentally-insured, guaranteed or subsidized 
loan programs for housing, small businesses, or small 
farms. 

(Conclusion/Support): 

The bank is a participant in governmentally-insured, 
guaranteed or subsidized loan programs. The bank 
offers HUD, VA, SBA, FmHA and State of Alaska housing 
programs. In addition the bank offers MGIC programs to 
qualify borrowers and uses the House America program to 
finance low- and moderate housing situations. The bank 
is active in making small business loans. In addition 
to making governmentally-insured loans the bank invests 
in guaranteed housing securities. 

III. GEOGRAPHIC DISTRIBUTION AND RECORD OF OPENING AND 
CLOSING OFFICES 

Reasonableness of Delineated Community 

(Conclusion/Support): 

The bank has defined its community as the cities and 
outlying areas of southeast Alaska, within reasonable 
proximity of established full service offices. Cities 
where branches are located are Craig (Prince of Wales 
Island), Juneau (2), Ketchikan (2), Petersburg, Sitka 
and Wrangell. These are mostly isolated communities 
accessible by plane and ferries. The communities 
include all types of neighborhoods including low- and 
moderate-income areas. Business hours are reasonable 
and all services can be conducted on premises. The 
bank's delineated community appears to be appropriate. 

Assessment Factor E - The geographic distribution of 
the institution's credit extensions, credit 
applications, and credit denials. 

(Conclusion/Support): 

The bank maintains an application register. for all real 
estate loans which monitors each application from 
receipt to approval or denial. The bank tracks all . . . 
loans for its market sha~e report which compares 
penetration levels of all financial institutions in 
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Assessment Factor E (Continued) 

each community. These reports are kept on an annual 
basis. All credit denials are reviewed by the board of 
directors at each meeting. Information on all credit 
denials is then input into a computer program which 
maintains the information by zip codes. The market 
share report and the declined loans are reviewed at 
each months board meeting. 

The bank does not have a minimum dollar requirement for 
residential real estate loans, thus allowing credit in 
all areas of its community, including low- and 
moderate-income areas. The bank is addressing credit 
needs of small businesses throughout its communities. 
The bank also addresses credit needs of special groups 
by funding community groups and public programs. 

Assessment Factor~ - The institution's record of 
opening and closing offices and providing services at 
offices. 

(ConclusioniSuoport): 

Each office is centrally located and accessible to all 
areas of the com.~unity in which it is located. Lobby 
hours vary from branch to branch, but each office is 
generally open from 9:00 AM untii 5:00 or 5:30 PM, 
depending on economic feasibility and needs of the 
community. The Totem Branch in Ketchikan and the Craig 
Branch offer Saturday banking. The bank offers debit 
card access to the Alaska Option and PLUS Networks. 
Since the previous examination two branches in Juneau 
have been opened. 

IV. DISCRIMINATION AND OTHER ILLEGAL CREDIT PRACTICES 

Assessment Factor D - Any practices intended to 
discourage applications for types of credit set forth 
in the institution's CRA Statement(s). 

(Conclusion/Support): 

No practices were noted that would discourage 
applications for the type of credit the bank offers. 
There appears to be adequate policies: procedures and 
training programs to prevent discrimination in lending 
and credit activities. • 
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Assessment Factor F - Evidence of prohibited 
discriminatory or other illegal credit practices. 

(Conclusion/Supoort): 

No evidence of discriminatory or other illegal credit 
practices were noted. The bank has developed 
procedures to assure that loan applicants are not 
illegally discouraged or pre-screened. The bank is in 
compliance with the substantive provisions of anti­
discrimination laws and regulations. 

V. COMMUNITY DEVELOPMENT 

Assessment Factor H - The institution's participation, 
including investments, in local community development 
and redevelopment projects or programs. 

{Conclusion/Support): 

The bank has taken an active role in participating in 
development and redevelopment programs within its local 
communities. In Juneau the bank participated with 
Housing First, Inc., the City & Borough of Juneau and 
the Federal Home Loan Bank to construct a low-income 
housing project. The bank is working closely with low­
and moderate-income borrowers to obtain energy 
assistance financing through a State of Alaska program. 
In Ketchikan and Sitka the bank financed construction 
of rental units designed as low income rentals. The 
bank funds small businesses and expansion for civic and 
religious organizations and is participating with 
Historical Ketchikan, Inc. a non-profit organization in 
restoration of downtown areas. The bank has investment 
holdings in municipal securities that benefit the 
delineated communities. 

Assessment Factor K - The institution's ability to meet 
various community credit needs based on its financial 
condition and size, legal impediments, local economic 
conditions and other factors. 

{Conclusion/Support): 

There are no known legal impediments, local economic 
conditions or other factors that affect the ability of 
the bank to meet the various community credit needs. 
The institution's financial condition and size are not 
deemed a limiting factor. -

- 8 -
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Assessment Factor L - Any other factors that, in the 
regulatory authority's judgment reasonably bear upon 
the extent to which an institution is helping to meet 
the credit needs of its entire community. 

(Conclusion/Supoort}: 

The bank appears to be a prominent real estate and 
small business lender in its community. Officers 
appear to have established good working relationships 
with community, business and civic leaders as well as 
local, state and federal government agencies regarding 
efforts to meet credit needs, economic revitalization 
and growth.of its communities. The bank has many 
contacts in city, county and state agencies to identify 
opportunities for future involvement in addressing 
community credit needs. In addition the bank and/or 
employees: 

o Originated a "Library Bucks" program which 
injected money into public libraries in southeast 
Alaska and participated in the "Battle of the 
Books" program in public schools. 

o Participates in the Ketchikan High School ;;Ready 
for Work Program" which is a long range prog.i:-am to 
quantify essential skill levels which a high 
school graduate must achieve in order to be ready 
for work upon graduation. 

o Participate in the Junior Achievement program in 
Ketchikan, Alaska. 

o Provided office space for the area representative 
of the Farm Home Administration to facilitate 
visits to communities in southeast Alaska. 

o Sponsored a child care forum. 

o Held a small business management class, donating. 
proceeds to Junior Achievement. 

- 9 -
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CRA Statement 12/30/93 

A MESSAGE FROM THE CHAIRMAN 

The CRA Statement for the First National Bank of Anchorage serves to aniculate 
this Bank's long-standing commitment to the Alaskan communities we serve. Every day, 
through a wide yariety of methods, First National makes a committed effort to ascertain 
the credit needs of those communities, meet their credit needs within the bounds of safe 
and sound banking practices, and let each and every customer and potential customer 
know about the availability of our credit products without regard to race, sex, color, 
religion, age or national origin. 

Before the 1977 advent of the Community Reinvestment Act, this process was 
called "good business." Today, it's still called good business, and good business is the 
principle in which First National believes. 

First National is also committed to reinvest in its communities in ways other than 
by providing credit. This Bank provides jobs, and its people put their energies back into 
their neighborhoods as well. We serve as a major contributor, committing both money and 
resources to such organizations as Alaska Pacific University's Changing Images 
entrepreneurship program, Junior Achievement in Alaska's schools, Boys and Girls Clubs, 
the Denali Senior Center in Fairbanks and Big Brothers/Big Sisters of Anchorage. 

First National Bank is a neighbor Alaskans can trust, caring about the welfare of its 
communities and lending a sensible approach to economic boom and bust periods --
putting this Bank's resources to work reinvesting in Alaska's businesses and its people. 

D.H. Cuddy 
Chairman 
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CRA Statement 12/30/93 

WHOWEARE 

First National Banlc is a locally owned and operated Alaskan bank, founded in 
1922 by Winfield Ervin. Then, we stored gold nuggets and untanned pelts from beaver, 
wolverine, fox and mink - treasures gleaned from Alaska's rich store of resources. Our 
tellers' counters were marble slabs from Ervin's old candy business in Idaho. We had 500 
outstanding shares of stock. The original Board of Directors consisted of a doctor, 
conductor and disbursing agent from the Alaska Railroad, two Anchorage attorneys, the 
proprietor of the North Pole Bakery and Ervin himself. 

We were here to serve the fledging community of Anchorage. We were here when 
Alaska became a state, helping in the transition from a territory. We were here during the 
1964 earthquake, committing to an immediate rebuilding program. We were here during 
the oil discovery and subsequent pipeline boom, providing services to the communities we 
serve. We were here during the recession that wreaked havoc on the state, continuing our 
services and commitments even as 13 other institutions across Alaska failed. 

Today, First National Banlc is a billion dollar bank with state-of-the-art technology, 
28 branches across .Alaska, a...nd more than 800 employees dedicated to serving you, our 
customer. First National is consistently ranked at the top of the nation's banks for strengd1 
and security, earning accolades from such banlc analysis and rating firms as Thomson 
Bankwatch, Bauer Financial Reports, Inc., Veribanc, and Sheshunoff. 

First National has come a long way over the years, building strength and each year 
renewing our commitment to the Alaskan communities we serve. As Alaska has grown 
and changed, so has First National -- to reflect the business and social climates of each of 
our individual communities. Credit products and deposit services are reviewed and 
changed to improve and strengthen the social and economic development of those 
communities. First National's officers, Board of Directors and employees are active 
members of their communities. They enrich the fabric of Alaska through their willingness 
to invest in their communities by participating in educational or economic development 
organizations, in their churches and in social functions. 
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CRA Statement 12/30/93 

OUR COMMITMENT 

First National's Board of Directors consists of nine Alaskan business and 
community leaders who are actively involved in the Bank's economic and Community 
Reinvestment Act activities . 

Each year, the Board of Directors reviews the Bank's CRA statement and, if any 
material change is made in the Statement, the Board acts upon it at its first regular meeting 
after the change. Actions taken on the CRA Statement are made a part of the Board 
minutes . 

The Board's commitment includes: 

PRESERVE public confidence and First National's reputation as a stable financial institution . 

SERVE the credit needs of our communities without sacrificing the quality, integrity and 
profitability of the Bank through unsound credit decisions . 

UNDERSTAND the banking and credit needs of the Bank's service areas by analyzing 
community delineations, community and customer surveys, contacting community and 
neighborhood leaders and through focus groups. 

M'EET those banking and credit needs by designing products and services that meet the 
legitimate banking needs of these communities . 

INVEST in loans to local communities and in local bond issues. 

PARTICIPATE with local, state and federal agencies and non-profit organizations on 
projects that focus on the quality of life of the citizens of our communities. 

STAY FULLY INFORMED about banking needs by reviewing and refining the foregoing 
activities annually. 

PROVIDE ongoing training to ensure that Bank personnel stay fully informed about the 
Community Reinvestment Act as it applies to each individual's job responsibilities. This 
helps First National employees identify and call to the attention of Senior Management any 
banking needs within the Bank's communities. 
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CRA Statement 12/30/93 

The Board has a CRA Committee which consists of three members of the Board of 
Directors, including the President of the Banlc. Senior management members are invited 
periodically to advise the Committee on various Banlc and community activities and 
programs. It operates much the same as other standing committees of the Board, and is 
charged specifically with: 

• Providing policy direction; 
• Reviewing CRA Working Committee reports and other information provided by 

Banlc officers; 
• Reviewing and determining, annually or more often as needed, the appropriateness 

of the Banlc's delineated communities, CRA statement and credit services, and 
recommending action, if necessary, to the Board; 

• Overseeing all CRA activities throughout the Bank, evaluating the assessment of 
community needs and reviewing proposed product development. 

rne CRA Working Committee consists of officers from various areas of the Bal'.k. 
These areas are: 

• Business Development 
• Compliance 
• Marketing 
e Branch Lending 
= ~1ortgage Lendi.'lg 
• Commercial Lending 
• Electronic Data Processing 

The committee meets regularly to discuss community and economic development 
issues revealed in branch manager and officer call and other reports, to evaluate the 
banking and credit needs of First Nationai1s communities, and to make recommendations 
to the appropriate Divisions. 

A CRA Officer has been appointed to be directly involved with implementing CRA 
policies assuring CRA compliance. 
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CRA Statement 12/30/93 

WHAT THIS l\1EANS 

The Banlc is committed to serving the credit needs of the entire community in 
which the Bank is engaged in business. In keeping with that commitment, all directors, 
officers and employees will be governed in their actions on behalf of the Bank by the 
provisions of the Community Reinvestment Act. At all times, we will be actively engaged 
in ascertaining community credit needs and meeting those credit needs in a manner 
consistent with safe and sound banking principles, including, without limitation, the credit 
needs of credit-worthy individuals in low- to moderate-income areas within the Bank's 
community . 

Community Reinvestment Policy 

On motion duly made and seconded that the policy respecting the 
following matter be reaffirmed, it was 

RESOLVED, that it is the commitment of this Bank to serve the credit 
needs of the entire community in which the bank is engaged in business; and policy 
of this Bank to serve all credit-worthy segments of the community, based upon the 
conclusion that doing so is a good banking practice and necessary to ensure the 
Bank's long term success; and 

Further RESOLVED, that in keeping with that commitment, all directors, 
officers and employees will be governed in their actions on behalf of the bank by the 
provisions of the Community Reinvestment Act and regulations promulgated 
thereunder; and the Bank will at all times be actively engaged in a process of 
ascertaining community credit needs and meeting those credit needs in a manner 
consistent with safe and sound banking principles, including, without limitation, the 
credit needs of credit-worthy individuals in low- to moderate-income areas within 
the Bank's community. 

The Banlc will make credit available on a fair and consistent basis to all people and 
organizations who meet the Banlc's lending standards, without regard to race, color, 
religion, national origin, sex, marital status, age (providing the applicant has the capacity 
to enter into a binding contract), receipt of public assistance, exercise of legal rights under 
the Consumer Credit Protection Act or other law, handicap, or familial status. 

We further ensure that all directors, officers, and employees follow this policy, and 
will promptly investigate and terminate any Banlc practice or procedure that interferes with 
adherence to this policy. Appropriate action will be taken against any Banlc employee, 
including directors and officers, who do not follow the established policy and procedure. 
Such action may include, without limitation, reversal of the decision of the employee 
involved, disciplinary action, up to and including dismissal. 
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CRA Statement 12/30/93 

Equal Credit Opportunity Policy 

On motion duly made and seconded that the policy respecting the 
following matter be reaffirmed., it was 

RESOLVED, that the Bank will make credit available on a fair and 
consistent basis to all people and organizations who meet the Bank's lending 
standards, without regard to race, color, religion, national origin, sex, marital 
status, age (providing the applicant has the capacity to enter into a binding 
contract), receipt of public assistance, exercise of legal rights under Consumer 
Credit Protection Act, or any other law, handicap, or famjljal status; 

Further RESOLVED that it is the responsibility of each and every director, 
officer, and employee of the Bank to assure that there is no discrimination on a 
prohibited basis in connection with the performance of his or her duties on behalf of 
the bank; 

Further RESOLVED that it is the duty of Bank directors and officers to 
promptly investigate and terminate any Bank practice or procedure when there 
appears ~n to believe that it has an unj~.ifiable, disproportjonate, adverse effect 
on any group of persons by reason of their race, color, religion, national origin, sex, 
marital status, age, receipt of public assistance, exercise of legal rights under any 
law, handicap, or iaroiiiai status; and to take appropriate ac-Jon against any Bank 
employee who, in discharging his or her duties on behalf of the Bank, discriminates 
against a person by reason of any of the foregoing maners, which action may 
inciude, without li.miiation, rever~ of the dedsion of the employee involved, 
disciplinary action, and dismissal. 

This commitment is further reflected in our policy on branch consolidations. The 
Bank assesses and considers the impact on the communities in which those facilities are 
located, including its ability to provide continuity of services through other offices, the 
physical proximity of other branch locations or the presence of other financial institutions. 
Decisions will not be based upon the racial composition of neighborhoods in which the 
branch is located. The Banlc will notify the Comptroller of the Currency and customers of 
the branch not less than 90 days prior to closure, and will post a conspicuous notice in the 
branch not less than 30 days prior to closure. 
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CRA Statement 12/30/93 

Branch Closures. Consolidations. and Reductions in Service 

RESOLVED that all prior resolutions regarding branch closures, 
consolidations, and reductions in bank services are hereby revoked, and 

Funher RESOLVED as follows: 
l. Impact on Community: When formulating and implementing a 

consolidation program, the Bank should assess and consider the impact of any 
reduction or closing of branch facilities on the communities in which those facilities 
are located. The factors considered should include the Bank's ability to provide 
continuity of service through other offices, the physical proximity of other offices of 
the Bank. or the presence of other financial institutions in the community. 

2. Alternative Solutions: In connection with any branch consolidation 
program, the Bank should review and evaluate alternatives to closing particular 
branches, to determine whether it is feasible to continue to serve an area 
surrounding a branch by restructuring the services offered at that branch. 

3. Objective Criteria for Branch Decision Making: In selecting particular 
facilities for consolidation, the Bank should avoid, insofar as possible, subjective 
impressions based on undocumented neighborhood factors and rely, to the fullest 
possible, upon: 

A. An analysis of the relative and/or absolute profitability of the 
branch as a 1tnit in the branch system; 

B. Ascertainable demographic growth or decline trends in the 
community and commercial and retail banking potential (e.g., population size, 
income level, business growth); 

C. Review an analysis of branch utilization and traffic to 
determine whether there is sufficient demand to justify the continuance of an office 
in its current configuration. 

4. Non-discrimination: In all of its branch consolidation programs, the 
Bank is firmly committed to making decisions without regard to considerations of 
race, color, religion, national origin, sex, marital status, physical or mental 
handicap, or age. The Bank's branch consolidation program will also not be based 
on any factor relating to the racial composition of neighborhoods in which branch 
facilities are located 

S. Notice to Federal Regulatory Agency: The Bank will notify the Office of 
the Comptroller of the Currency of a branch closing not later than the first day of 
the 90~y period ending on the day proposed for the closing. The notification will 
include a detailed statement of the reasons for the decision to close the branch and 
statistical or other information in suppon of such reasons. 

6. Notice to Customers: A notice will be posted conspicuously in the 
branch proposed to be closed during not less than the 30~y period ending on the 
date proposed for that closing. Additionally, inclusion of a notice in at least one of 
any regular account statements mailed to customers of the closing branch or in a 
separate mailing to customers of the closing branch by not later than the beginning 
of the 90~y period ending on the date proposed for that closing. 

1. Communication with the Community: The Bank is committed to ensure 
that the branch decision and the rationale for the branch decision is effectively 
communicated. 
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CRA Statement 12/30/93 

The Bank will also provide equal opportunity in employment to all employees and 
applicants and to recruit, hire, train and promote persons in all job titles, without regard to 
race, color, religion, sex, age or national origin, and without discrimination against any 
Vietnam Era Veteran, disabled veteran, or disabled person who is qualified to perform the 
work available. 

Equal Employment Policv 

It is the policy of The First National Bank of Anchorage to provide equal 
opportunity in employment to all employees and applicants and to recruit, hire, 
train and promote persons in all job titles, without regard to race, color, religion, 
sex, age, or national origin, and without discrimination against any Vietnam Era 
Veteran, disabled veteran, or disabled person who is qualified to perform the work 
available. 

This policy applies to all terms, conditions and privileges of employment 
including hiring, observation period, training and development, promotion, 
transfer, compensation, benefits, educational assistance, layoff, social and 
recre...ational programs, facilities, termination, and retirement. 

_. • •• •tt 1 - r_u _____ ...l .!_ -11 .._ ___ ---~!♦!--rt ,,,_,4 .,......;,.,;1onor n♦ o 1 t 1 rus poucy Wlll oe IOllOWCU Ill cUl Lt;llU:>, \,Ulll,.ULlVU;:t -· ... ,t'U ...... ~ ... ., --~ ... mp.oymen. 
including hiring, observation period, trair..ing and development, promotion, transfer; 
compensation, benefits, educational assistance, iayoff, social and recreational progra."lls, 
facilities, termination, and retirement. 

WHERE WEARE 

The First National Banlc of Anchorage is Alaskan owned and operated with 28 
branches located throughout the state. A delineated area around each branch comprises 
the territory of the communities we serve. A map delineating the territory is posted in the 
lobby of each branch location. 
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CRA Statement 12/30/93 

First National Bank Branch Locations: 

ANCHORAGE 
Main Branch 
646 W. Fourth Avenue 
Phone: 276-6300 

Dimond Branch 
1000 E. Dimond Blvd., Suite 100 
Phone: 276-6300 

Eagle River Branch 
11412 Business Blvd. 
Phone: 694-2103 

Eastchester Branch 
1821 Gambell Street 
Phone: 276-6300 

Elmendorf Branch 
8th and E Street 
Phone: 753-1170 

Federal Branch* 
222 W 7th Avenue 
Phone: 276-6300 

Muldoon Branch 
1100 Muldoon Road 
Phone: 276-6300 

Northern Lights Branch 
1210 West Northern Lights Blvd. 
Phone: 276-6300 

Parkway Branch 
5305 East Northern Lights Blvd. 
Phone: 276-6300 

South Center Branch 
201 W. 36th Avenue 
Phone: 276-6300 

FAIRBANKS 
Golden Valley Branch 
1300 Washington Drive 
Phone: 4 79-4800 

Interior City Branch 
8th and Noble 
Phone:452-1871 

JUNEAU 

Channel Branch** 
840 W. 10th Avenue 
Phone: 586-3313 

Juneau Branch 
238 Front Street 
Phone: 586-2550 

Valley Centre Branch 
8990 Glacier Highway 
Phone: 789-3141 

STATEWIDE 

Cordova Branch 
528 First Street 
Phone:424-7521 

Haines Branch** 
215 Main Street 
Phone: 766-2321 

Homer Branch 
3655 Heath Street 
Phone: 235-5150 

Kenai Branch 
11408 Kenai Spur Highway 
Phone:: 283-3585 

Kodiak Branch 
218 Center Avenue 
Phone: 486-3251 

Kuskokwirn Branch 
Bethel** 
700 Front Street 
Phone: 543-2601 

Palmer Branch 
303 W. Evergreen Ave. 
Phone: 745-4847 

Seward Branch 
303 4th Avenue 
Phone: 224-5217 

Sitka Branch 
318 Lincoln Street 
Phone: 747-3272 

Soldotna Main Branch 
44501 Sterling Hwy. 
Phone: 262-9070 

Soldotna Mall Branch 
44332 Sterling Hwy. 
Phone: 262-1766 

Valdez Branch 
101 Egan 
Phone: 835-4381 

Wasilla Branch 
775 E. Parks Hwy. 
Phone: 376-0976 

*ATM Service tn Lobby Only 
**No ATM Service 
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CRA Statement 12/30/93 

MAKING CONTACT 

First National has a variety of programs designed to make direct contact with the 
citizens of the communities we serve. These programs assure that Bank directors and 
officers are informed about the credit needs of our communities through participation in 
local organizations and personal contact with those who are in a position to recognize and 
communicate community needs. This is an important factor in enabling the Bank to 
determine banking and credit needs. That's why our employees attend social and business 
functions, and serve on various boards and committees in our communities. Some of our 
outreach activities are: 

Marketing conducts surveys and assists the CRA Officer with surveys. We survey 
customers who have rec.ently opened or closed accounts with First National to determine 
if their needs have been met or how we can better meet th.em. Periodic and more strictly 
targeted surveys are also conducted. A lending function was recently added to our 
Parkway and Northern Lights branches and safe deposit boxes to our Dimond Bra.11ch as a 
result of surveys. 

We also survey First National employees to determine what special skills they 
have, what ianguages they speak (the Bank keeps a directory of employees and the 
languages they speak to assist in translating, if needed) and to what organizations they 
belong. We determine what training or educational programs we could make available to 
them to better serve our communities. For instance, we have educated several Anchorage 
employees in sign language. Knowing our employees' involvement and capabilities 
in certain areas helps us develop programs that benefit our communities. 
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CRA Statement 12/30/93 

COMMUNITY OUTREACH 

A calling program is in place that encourages directors and Bank officers, 
including branch managers, to contact and talk with community leaders and 
representatives, community organizations and potential customers as part of an overall 
sales, marketing and CRA effort. 

An extension of the calling program, focus groups are meetings specifically 
targeted to a particular community or group of people, so that their specific credit needs 
can be discussed . 

We hold open houses at our branches at least twice each year, inviting customers 
and non-customers to come in, meet our officers and staff and discuss banking services. 
We make available information on lending and other services in an informal atmosphere to 
encourage questions and comments . 

COMMUNITY lNVOLVEMENT 

We encourage employee involvement in community activities, and our employees 
serve in many volunteer activities, ranging from membership in chambers of commerce and 
rotary clubs to serving on community boards and actively working for various non-profit 
organizations. We also actively support the annual United Way Campaign. We have a 
Donations Committee which reviews and makes recommendations about the organizations 
we support. 

Some of the organizations in which you will find our employees involved are 
Anchorage and Fairbanks Neighborhood Housing Services, Anchorage and Central 
Peninsula Habitat for Humanity, Municipality of Anchorage Housing and Platting boards, 
Alaska Housing Finance Corporation Board, Anchorage Housing Commission, Junior 
Achievement, Boys and Girls Clubs, YMCA, American Cancer Society, Providence 
Health Care Foundation and Alaska Pacific University. In addition, many employees assist 
with local PTAs, Boy and Girl Scouts troops and with coaching children's sports teams. 

From its beginning, First National has contributed generously of its resources in 
donations that benefit the communities it serves, underwriting live opera performances for 
school children; giving a five-member basketball team from a small rural village a chance 
to compete in, and take home, a statewide championship; supplying funds to purchase the 
technical equipment a hospital needs to save infants'· lives. 
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CRA Statement 12/30/93 

First National is the major sponsor for the Alaska School Activities Association 
(ASAA), a non-profit organization that manages all statewide high school competitions. 
Through it, high school students from varied backgrounds rub shoulders and compete with 
peers in activities that include art, music, debate, drama, foreign languages and sports. 

We are also a major supporter of the Big Brother/Big Sister Program. This 
provides children from single parent families with a positive adult role model. Many of 
these relationships last throughout the lives of the participants. 

Knowing that education in the arts is often available only to the affluent, the Bank 
put dance and theater education within reach of many students from low income families 
through scholarships. 

Further support of the a.rts is found in the a!u1u~1 c~lendar published by the Bank. 
Each year, we invite artists or photographers to submit their work. The top 13 entries are 
used in the calendar, spotlighting the artists and their work. 

First National supports formal education, providing scholarships throug..h Alaska 
Pacific University, a.'ld fondi.'lg the Wa.rren Cuddy Memorial scholarship in association 
with Aiaska Rural Rehabilitation Corporation. 

First National also supports the Alaska Pacific University entrepreneurship 
program by establishing the First National Bank Center for Enterprise Opportunities. It is 
designed to assist ethnic minorities and women in starting and conducting successful 
businesses. We also assist the Changing Images program, offered by APU, which 
encourages participants to learn about, consider and relate to a global marketplace. 

First National's educational program, Basic Banking, teaches new U.S. Citizens 
and potential citizens how to establish and maintain savings and checking accounts, as well 
as how to establish and maintain good credit. It also teaches these groups how to apply for 
credit and what different types of credit exist within the Bank. As supplemental material 
for this course, First National has translated Bank services and products into six languages 
to address the majority of new immigrants: 

• Spanish 
• Korean 
• Japanese 
• Chinese 
• Tagalog 
• Russian. 
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First National recently made a major contribution to the renovation of the Lucy 
Cuddy Center, which houses the UAA Food Service Technology program. This 
renovation has brought the program up to date, giving students a more competitive edge 
in the food service field. 

The Bank also supports a number of health and social service organizations and 
agencies. One example of that commitment is the substantial pledge made to the building 
fund for the Den~ Senior Center, a regional nursing facility being built in Fairbanks. The 
threatened closure of an older nursing care facility that no longer meets state regulations 
provided the impetus for the new, more modem center. When completed, it will serve the 
elderly and others in the northern region of Alaska who need long-term care . 

Some of the organizations that we support are: 

• Providence Health Care Foundation 
• Boys and Girls Clubs 
• The American Cancer Society 
• The American Diabetes Association 
• The American Lung Association 

:MEETING COMMUNITY NEEDS 

From the contacts we make and the research we do, we determine the banking and 
credit needs of our communities. 

We then make available a variety oflending and banking services to meet those 
needs. This package of services changes from time to time, reflecting the changing needs 
of those we serve. Currently, we have available the following loans and service packages: 

LOANS: The Bank provides a wide range of credit programs, both bank-held and investor 
loan programs. On Bank-held loans, the terms of credit can be tailored to meet a variety of 
borrowers• needs. This enables those who would not otherwise fit into an investor or 
government program to obtain financing. For instance, we recognize the diversity in 
Alaska by having seasonal payment arrangements available, which is particularly helpful in 
fishing communities. 

The decision to make, or reject, a Bank-held loan is not arrived at arbitrarily. Loan 
purpose and suitability of arrangements for repayment are considered. Creditworthiness is 
determined objectively in light of essential criteria. Investor loans are made pursuant to the 
guidelines established by the investor. 
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Additionally, the Bank services over 8,000 loans made under Investor Loan 
programs, keeping the loan in the state and providing service for those borrowers. 

Currently, the types ofloans available include: 

COMMERCIAL: Corporations, partnerships and sole proprietorships. 
Seasonal: Seasonal loans are those loans which have repayment terms 

to coincide with seasonal business patterns such as 
commercial fishing. 

Working Capital: Loans for acquiring inventories or carrying accounts 
receivable. 

Term: Acquiring or refinancing equipment used for business 
purposes. 

Lines of Credit: Business fo1es of credit to assist businesses in carrying 
accounts receivable and to provide working capital to meet 
monthly business requests. 

Letters of Credit: Docu.rnenta.ry and Stand-By Letters of Credit to facilitate 
business tra.11sactions in both domestic and international 
trade. 

SBA LO.Al.~S: First National is a Small Business Adrri.i.nistration "Certified 
Lender". lending to small businesses in metropolitan and 
rural areas. As such, we are one of the largest SBA loan 
producers in the State. 

BIA LOANS: Loans guaranteed under the Bureau of Indian Affairs 
program. 

AIDEA LOANS: Alaska Industrial Development and Export Authority 
provides long-term funding for commercial projects by 
participating with the bank in providing loan funds. 

REAL ESTATE: Loans which are secured by real estate. 
1-4 Family 
Residential Property: Acquiring, constructing or refinancing a residence for owner 

or non-owner occupancy. 
Recreational 
Property: Acquiring, constructing or refinancing recreationai property 

for owner occupancy. 
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Multi-family 
Property: 

Commercial 
Property: 

LAND&LAND 
DEVELOPMENT: 

INVESTMENT: 

CONSUMER: 

Mobile Homes: 

CRA Statement 12/30/93 

Acquiring, constructing or refinancing single or multi-family 
housing developments. 

Acquiring, constructing or refinancing commercial buildings. 

Loans to acquire land for personal use or for development -­
for a home, a subdivision or for recreational property. 

Loans for investment purposes. 

Loans to consumers for any legitimate purpose, but more 
generally to assist consumers with the acquisition or 
refinancing of consumer goods with loans being made on 
either a secured or unsecured basis depending on the 
individual's credit . 

Loans to facilitate the acquisition, refinancing or sale of a 
mobile home used for residential purposes. 

Home Improvement: Loans for repairing and improving owner-occupied or non­
owner occupied 1-4 family residences. 

Credit Cards: 

INVESTOR REAL 
ESTATE LOANS: 

Conventional: 

FHA Loans: 

VALoans: 

MasterCard for individuals, Merchant Services for 
businesses accepting Visa and MasterCard. 

The Bank participates in various investor loan programs 
which make available additional funds for lending in the 
community. These programs generally allow individuals to 
make smaller down payments when acquiring new homes. 
Underwriting of these loans is done under the investors' 
guidelines. 

These are loans which are not insured or guaranteed by a 
Federal Government agency; conventional investors include 
FNMA, AHFC, FHLMC, etc. 

Loans insured by Federal Housing Authority. 

Loans guaranteed by Veterans Administration for veterans. 
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AHFC Tax Exempt: Offers below-market interest rate to qualified applicants. 

AHFCHOF: 

AHFC Streamline 
Refinance: 

Energy :Rated 
Homes: 

Fa.rmers Home 
Loa,."'l Administration: 

Fannie Mae 
Single-Family 
Community Lending 
and Neighborhood 
Loans: 

Typically, qualifying applicants are first-time home buyers. 

Home Ownership Fund program, offers home loan 
assistance to persons oflow- to moderate-income. 

Streamline Refinance loans provide refinancing 
opportunities to those borrowers with current AHFC loans. 
The Streamline program allows borrowers to take advantage 
of current low interest rates with limited closing costs. FHA, 
VA and Conventional loans are eligible. 

This loan program is sponsored and funded by AHFC, and 
allows rebates, for purchase or remodel, to promote energy­
efficient homes. 

Through this federally guaranteed loan program, Farmers 
Home loans are availabie to applicants who meet 
specific qualifications. Loan amounts, providing up to 
i 00 percent financing, are limited to $135,000 and are 
avaiiabie oniy for rural fanning areas. 

Various affordable housing and community development 
loans for low- and moderate-income borrowers who are 
good credit risks but who might not qualify under standard 
Fannie Mae underwriting guidelines. Generally, borrowers 
must have incomes no greater than 115 percent of HUD area 
median income. Fiexibie underwriting criteria include "3/2" 
down payment option (3 percent from borrower, 2 percent 
from gi..fts, grants or unsecured ioans) and increased debt-to­
income ratios. Borrower eligibility requires structured home 
buyer education provided at no additional cost by the 
Investor Loan Production Division. 
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FDIC Low-Moderate 
Income Housing 
Program: 

Cook Inlet Housing 
Association HOME 
Partnership Program: 

Rural Housing: 

Non-Conforming: 

Health & Safety 

Second Mortgage: 

CRA Statement 12/30/93 

The FDIC Low-Moderate Income Housing program is 
sponsored by the Federal Deposit Insurance Corporation and 
requires FDIC to offer specified homes to low- to moderate­
income buyers. The program provides a 10 percent subsidy 
to be used for additional downpayment, towards closing 
costs or towards repairs on the home being purchased. 

This loan program is a partnership of AHFC, HUD, Cook 
Inlet Tribal Council & Housing Authority and local lenders. 
AHFC purchases the first deed of trust, CIHA provides the 
second and closing costs and a panial downpayment from 
funds provided by HUD. Borrowers must qualify through 
CIHA, and must have 3 percent downpayment. 

Loans provided for properties identified as "rural". 
Generally, areas with a population of 5,500 or fewer that 
are not connected by road or rail to Anchorage; or areas 
with a population of 1,400 or fewer that are connected to 
Anchorage by road or rail. 

Loans on properties that have non-conforming features that 
cannot be repaired for which financing cannot be obtained 
through other mortgage programs. 

Second mortgage financing for borrowers with an AHFC 
loan who need to improve their property to meet health and 
safety requirements relating to water, wastewater and 
structure integrity. 

Financing for purchase or home improvement. 

Veterans Mortgage: Qualified veterans receive a below market interest rate. 

State Veteran 
Preference: An option on most programs offered by AHFC to 

persons meeting the requirement; allows a reduced interest 
rate on a portion of the loan. 
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DEPOSIT SERVICES: First National takes pride in offering a full range of deposit services to 
our customers. From checking and savings accounts to certificates of deposit, First 
National offers its customers a wide variety of services ... including such convenient, time­
saving services as direct deposit; automatic savings transfers, loan payments and social 
security and annuity deposits; automated teller machines and FirstLine, First National's 
telephone access system. 

First National also offers a TTY/telephone line for the hearing impaired and 
handicap access to branches for physically challenged customers. When the new state-of­
the-art automatic tellers were installed, First National made them lower to accommodate 
wheeichair traffic. 

EDUCATIONAL ENDEAVORS: First National participates in home shows and other such 
promoticms, staffing infom1a.tion booths • .. vith employees well acqu~irited with lendi...ng. 
This forum is particularly helpful in reaching first time buyers, including low-to moderate­
income people. It also provides information about options available to the first-time buyer. 
First National participates in home loa.'l. workshops, Jur,Jor Acbievement programs and 
provides speakers to a variet-f of coii'Wluriirf groups upon request. 

It is not possible for us to make every loan requested ofus. To accormnodate the 
credit needs we are unable to meet, we have provided va..rious services aimed at facilitating 
credit that may not otherwise be available in the communities. Some of those services are: 

PUBLIC FINANCING: The Bank makes investments in Aiaska by financing iocal 
governments. We have provided loan funds, at a favorable interest rate, to retire general 
obligation bonds for a community in Southcentral Alaska; another city finances local 
improvement paving districts with underwriting from First National; and we have 
purchased bonds issued by a neighborhood housing service to facilitate low- to moderate­
income housing in Anchorage. The First National Trust Department serves as trustee for 
certain issues of the Alaska Industrial Development and Export Authority. 

ESCROW SERVICES: First National has the largest escrow servicing department in the state, 
servicing some 18,500 accounts. Realizing the needs of our communities, this program is 
especially designed and written by the Bank to provide for flexible arrangements between 
parties. The program can accommodate not only the standard payment arrangement, but 
seasonal arrangements, automatically increased and decreased installment amounts, or a 
floating interest rate. 
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The program facilitates the purchase of things sometimes difficult to finance 
through ordinary means, such as unimproved real estate and business inventories. It also 
makes the assumption of existing mortgages easier, with the seller carrying a second. This 
helps people unable to obtain financing otherwise. Often mobile home financing is 
accommodated through escrow -- which may give a first-time home buyer the opportunity 
to own a home and establish a credit record. Of the accounts serviced, 82 percent are real 
estate or mobile home transactions. 

The Hospital Servicing Program allows a hospital to set up a repayment plan for 
patients, and the Bank administers collection of the funds, disbursing collected monies to 
the hospital. This cuts costs for the hospital, and provides financing accommodation for 
persons without other alternatives. 

Boroughs and municipalities can avail themselves of this same service, allowing 
payers to enter into installment arrangements for various borough services through flexible 
repayment terms. 

Entrepreneurs can utilize the services to provide owner financing to buyers. This is 
particularly helpful in the sale of unimproved real estate. 

The Escrow Department also donates escrow services to WO:MENSFUND. This 
fund is donated seed money intended to provide funding for women at or below the 
poverty level. By donating these services, administration costs are cut, allowing more 
money for lending. One such loan purchased a computer for a single mother, letting her 
work at home. 

GETIING THE WORD OUT 

First National regularly advertises its deposit and credit services to a wide 
audience, using large, general circulation newspapers, neighborhood newspapers, ethnic 
newspapers, direct mail, newspaper inserts, radio and, on occasion, television. A sample of 
these publications includes: 

• Anchorage Daily News • Tundra Drums 

• Fairbanks Daily News-Miner • Calista News 

• Juneau Empire • Tundra Times 

• Sitka Sentinel • Korean Central Daily 

• Peninsula Clarion • Chugiak-Eagle River Star 

• Frontiersman • Great Lander 

• Eastside, Westside and Southside Pulse • Korean Times 
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In addition to advertising, First National supports its marketing efforts with 
methods that include product brochures, an officer calling program, participation in and 
sponsorship of seminars and workshops for small business owners, branch open houses to 
introduce new customers to the Bank's loan and deposit products. 

For further information about our programs, to meet with us to discuss a 
community forum or arrange an educational seminar, or to voice a complaint about First 
National's efforts to assess and meet community credit needs, please contact us at 
265-4012 and ask for our CRA Officer, or write to: 

CRA.Officer 
Compliance Division 
First National Bank of Anchorage 
P. 0. Box 100720 
Anchorage, AK 99510-0720 
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First National Bank 

of Anchorage 

COMMUNITY REINVESTMENT 
ACT NOTICE 

The Federal Community Reinvesttnent Act (CRA) requires the Comptroller of 
the Currency to evaluate our performance in helping to meet the credit needs 
of this community and to take this evaluation into account when the 
Comptroller decides on certain applications we submit. We encourage your 
involvement 

YOU SHOULD KNOW THAT: 

* You may obtain our current CRA Statement for this community in this 
office. Current CRA Statements for other communities served by First 
National are available from our CRA Unit located at 425 G Street, Suite 300, 
Anchorage, AK 99501. 
• You may send signed, written comments about our CRA Statements or 
our performance in helping to meet community credit needs to the CRA 
Officer, First National Bank of Anchorage, P.O. Box 100720, Anchorage, 
Alaska 99510-0720 and to the Deputy Comptroller ofNational Banks, 
Western District, 50 Fremont Street, Suite 3900, San Francisco, California 
94105. Your letter, together with any response, ifwe make one, may be made 
public . 
• You may look at a file of all signed, written comments we have 
received within the past two years, any responses we have made to the 
comments, and all CRA Statements in effect during the past two years at our 
CRA Unit located at 425 G Street, Suite 300, Anchorage, Alaska 99501. You 
may also look at the file regarding a specific community in any branch located 
in that community or by writing to the First National Bank of Anchorage, 
CRA Unit, P.O. Box 100720, Anchorage, Alaska 99510-0720 . 
• You may ask to look at any comments received by the Comptroller of 
the Currency. 
• You may also request from the Comptroller of the Currency an 
announcement of applications covered by the CRA filed with the Comptroller. 
• You may obtain the public section of our most recent CRA 
Performance Evaluation, whcih was prepared by the Office of the Comptroller 
of the Currency, at our CRA Unit at 425 G Street, Suite 300, Anchorage, 
Alaska 99501 and at any First National Bank of Anchorage branch. A 
comprehensive list of statewide branches follows this Notice . 
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() 
Comptroller of the Currency 
Administrator of National Banks 

San Francisco District Office 
so Fremont street, Suite 3900 
San Francisco, California 94105 

II 

PUBLIC DISCLOSURE 
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NOTE: 

May 12, 1994 

FIRST NATIONAL BANK OF ANCHORAGE 

Charter #12072 
646 West 4th Avenue 

Anchorage, Alaska 99510-0720 

This evaluation is not, nor should it be 
construed as, an assessment of the financial 
condition of this institution. The rating 
assigned to this institution does not represent 
an analysis, conclusion or opinion of the federal 
financial supervisory agency concerning the 
safety and soundness of this financial 
institution. 
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GENERAL INFORMATION 

This document is an evaluation of the Community Reinvestment Act (CRA) 
performance of First National Bank of Anchorage prepared by the Office of 
the Comptroller of the currency (OCC), the institution's supervisory 
agency. 

The evaluation represents the OCC's current assessment and rating of the 
institution's CRA performance based on an examination conducted as of May 
12, 1994. It does not reflect any CRA-related activities that may have 
been initiated or discontinued by the institution after the completion of 
the examination. 

The purpose of the Community Reinvestment Act of 1977 (12 u.s.c. 2901), as 
amended, is to encourage each financial institution to help meet the credit 
needs of the communities in which it operates. The Act requires that in 
connection with its examination of a financial institution, each federal 
financial supervisory agency shall (1) assess the institution's record of 
helping to meet the credit needs of its entire community, including low-
and moderate-income neighborhoods, consistent with safe and sound 
operations of the institution, and (2) take that record of performance into 
account when deciding whether to approve an application of the institution 
for a deposit facility. 

The Financial Institutions Reform, Recovery and Enforcement Act of 1989, 
Pub. L. No. 101-73, amended the CRA to require the Agencies to make public 
certain portions of their CRA performance assessments of financial 
institutions. 

Basis for the Rating 

The assessment of the institution's record takes into account its financial 
capacity and size, legal impediments and local economic conditions and 
demographics, including the competitive environment in which it operates. 
Assessing the CRA performance is a process that does not rely on absolute 
standards. Institutions are not required to adopt specific activities, nor 
to offer specific types or amounts of credit. Each institution has 
considerable flexibility in determining how it can best help to meet the 
credit needs of its entire community. In that light, evaluations are based 
on a review of 12 assessment factors, which are grouped together under 5 
performance categories, as detailed in the following section of this 
evaluation. 
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ASSIGNMENT OF RATING 

Identification of Ratings 

In connection with the assessment of each insured depository institution's 
CRA performance, a rating is assigned from the following groups: 

Outstanding record of meeting community credit needs. 

An institution in this group has an outstanding record of, and is 
a leader in, ascertaining and helping to meet the credit needs of 
its entire delineated community, including low- and 
moderate-income neighborhoods, in a manner consistent with its 
resources and capabilities. 

Satisfactory record of meeting community credit needs. 

An institution in this group has a satisfactory record of 
ascertaining and helping to meet the credit needs of its entire 
delineated community, including low- and moderate-income 
neighborhoods: in a manner consistent with its resources and 
capabilities. 

Needs to improve record or m~~~ing r.nmm11ni~y rr~nit needs. 

An institution in this group needs to improve its overall record 
of ascertaining and helping to meet the credit needs of its 
entire delineated community, including low- and moderate-income 
neighborhoods, in a manner consistent with its resources and 
capabilities. 

Substantial noncompliance in meeting community credit needs. 

An institution in this group has a substantially deficient record 
of ascertaining and helping to meet the credit needs of its 
entire delineated community, including low- and moderate-income 
neighborhoods, in a manner consistent with its resources and 
capabilities. 

-3-
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DISCUSSION OF INSTITUTION'S PERFORMANCE 

Institution's Rating: 

Based on the findings presented below, this institution is rated: 

"Satisfactory Record of Meeting Community Credit Needs". 

I. ASCERTAINMENT OF COMMUNITY CREDIT NEEDS 

Assessment Factor A - Activities conducted by the institution to 
ascertain the credit needs of its community, including the extent of 
the institution's efforts to communicate with members of its community 
regarding the credit services being provided by the institution. 

o Methods used by First National Bank of Anchorage (FNBA) to 
ascertain and address the credit needs of its community, 
including its low- and moderate-income neighborhoods, are 
effective. 

As a starting point, management uses 1990 census information to 
identify the population and income levels within their delineated 
community. Within FNBA's service area, low- and moderate-income 
neighborhoods represent 18% of the bank's total delineated community. 
The minority population comprises 21%. 

Bank personnel have several methods of ascertaining and addressing 
community credit needs. They learn about customer needs by 
participating in outreach programs, making presentations at focal 
groups, conducting customer surveys, and making direct customer calls. 
For consistency, staff members use a standard list of questions as a 
base. 

The Bank participated in a small business survey in partnership with 
the Anchorage Chamber of Commerce, the Small Business Development 
Center of the University of Alaska and four other banks. 

Bank representatives also canvassed area merchants in selected 
neighborhoods regarding credit products and credit needs. 

Bank personnel conduct outreach activities with a wide range of 
contacts, including neighborhood housing organizations, small business 
and trade groups, nonprofit corporations, government agencies, 
minority organizations, and religious organizations. The bank has 
ongoing relationships with members of the Anchorage Assembly, 
Municipality of Anchorage, the Fairbanks Assembly, and the Alaska 
Housing Finance Corporation. Community contacts include minority 
organizations such as the African-American Organization and the Korean 
Community of Anchorage. Bank representatives have discussed 
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affordable housing needs with such non-profit organizations as the 
Anchorage Neighborhood Housing Services, Inc., Concerned Citizens of 
Mountain View, and Habitat for Humanity. In addition, the staff, 
management and directors regularly participate in various civic and 
service organizations that facilitate the exchange of information on 
community credit needs and services FNBA provides. 

FNBA's managers and lending officers joined other local lenders in 
fourteen focus group sessions since April 1993. By working together, 
the banks were able to identify community needs, communicate their 
products and services, and discuss possible solutions. FNBA's 
representatives submit written reports detailing each group's concerns 
and needs to the bank's CRA officer. Seven focus groups were held in 
Anchorage with African American, Hispanic, Korean, and Filipino 
representation, and with the Federation of Community Councils. Two 
focus group sessions were held in Fairbanks with Native Alaskan and 
African-American participants. Five statewide focus groups were held 
with Eagle River community leaders, Juneau Filipino community members, 
Kenai/Soldotna non-profit organization representatives, Seward 
Community Leaders, and Kodiak Filipino community members. 

Bank personnel submit monthly reports to the CRA officer listing their 
ascertainment activities along with identified credit and service 
needs. The CRA officer compiles the data and communicates results to 
a CRA Working Committee (comprised of bank's departmental managers). 
The Working Committee then analyzes the information and makes 
recommendations Lor addressing community needs to the directors' CRA 
Board Committee for review and final approval. 

Through these ascertainment efforts, management determined that the 
community's primary needs are affordable housing loan products and a 
broad range of education regarding: acquiring credit, the application 
process, developing and managing a business, re-establishing credit, 
~nn rP~pnn~ihiliriP~ nf hnmP nWnPrship-

FNBA offers conventional, government, and several special credit­
related programs which address housing, small business, and consumer 
credit needs. Management added special credit-related products in 
1993 and 1994 to include: 

Alaska Housing Finance Corporation tax exempt program which 
offers below market interest rates to qualified applicants. 

Alaska Housing Finance Corporation Streamline Refinance program 
which provides refinancing opportunities to borrowers who have 
current loans through the Alaska Housing Finance Corporation. 
The program offers lower than market rates with reduced closing 
costs. 

Alaska Housing Finance Corporation second mortgage program to 
borrowers who need to improve their property to meet health and 
safety requirements relating to water, wastewater and structure 
integrity. 
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Alaska Housing Finance Corporation Energy Rated Home loan program 
which allows rebates for purchase or remodeling to promote energy 
efficient homes. 

Cook Inlet Housing Authority HOME Partnership program with the 
Alaska Housing Financing Corporation and the Housing Urban 
Development corporation to facilitate financing for low-income 
Alaska Natives and American Indians. 

Federal Deposit Insurance Corporation (FDIC) Low-Moderate Income 
Housing program. FNBA participated in a program sponsored by 
FDIC in July 1993 which offered specified homes to low- and 
moderate-income homebuyers. The program provided a 10% subsidy 
to be used for closing costs or towards home repairs. 

Affordable Housing Enhanced Loan Program (AHELP) which has a 25% 
downpayment requirement, but allows up to 20% of the financing to 
come from a secondary source. The remaining 5% must come from 
the borrower's assets. Other incentives are also available. 

Federal National Mortgage Association (FNMA) Single-Family 
Community Lending and Neighborhood Loan programs which provide 
applicants with low- to moderate-income more flexibility in 
meeting qualification requirements, such as higher debt-to-income 
ratios and lower downpayrnents. Applicants must complete a buyer 
education program. 

Modified secondary market investor programs which make it easier 
for low- and moderate-income individuals to qualify for loans, 
possibly qualifying for Home ownership Fund interest rate 
subsidies as well as payment subsidies, which result in reduced 
payment amounts. A modified mobile home program offers a lower 
origination fee. 

In response to community needs identified through ascertainment 
activities, several branches are open on Saturdays and staffed with 
lending personnel. 

Assessment Factor C - The extent of participation by the institution's 
board of directors in formulating the institution's policies and 
reviewing its performance with respect to the purposes of the 
Community Reinvestment Act. 

o The Board of Directors exercises reasonable oversight and 
regularly considers CRA in its planning process. 

The Board has adopted written CRA and Marketing Plans. The plans 
define responsibilities and methods to identify and address community 
credit needs. It also discusses means to evaluate marketing efforts 
and lending performance. Although the plan does not include monetary 
performance goals, management h~s targeted specific segments of the 
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performance goals, management has targeted specific segments of the 
community to improve loan penetration. The goals for 1994 are to 
increase the number of applications and approved loans in low- and 
moderate-income segments of the community~. 

The bank implemented a Centrax computer system in February 1994 to 
track Horne Mortgage Disclosure (HMDA) data and credit distribution 
geographically. Centrax also gives management the capacity to track 
lending activity according to specific credit program. This will help 
them establish marketing and lending goals and allow them to measure 
their success in reaching specific segments of the community. 

Systems are in place to ensure technical compliance with CRA. The 
Board adopted an expanded statement in 1993 to better describe efforts 
in each of the CRA performance categories. The Board ensures that the 
CRA statement complies with technical requirements. They review the 
community delineation, lending distributions and HMDA results at least 
annually. An independent consulting group conducted a CRA self­
assessrnent, completing its work in March 1994. Management responded 
to their suggestions and reported the results to the Board at its 
April meeting. 

Two CRA committees exist to ensure that policies and procedures comply 
with CRA requirements. The CRA Committee of the Board is comprised of 
directors who provide policy direction, ensure technical compliance, 
and oversee all CRA activities. A subcommittee; the CRA Working 
Committee, includes bank personnel from the Compliance Division, 
business development, marketing, and the various lending areas. The 
Wnrking rnmmit-t-00 m00t-c: fr0q11i:>nt-ly t-n nic:rusc: rnmm11nit-y ;inc, i:>rnnnmil"'. 

development issues, to evaluate community needs determined through 
ascertainment activities, and to make recommendations to better serve 
the community. 

The Board supports ongoing training to keep bank personnel informed of 
their roles in fulfilling CRA responsibilities. Tne employees receive 
computer-based training and quarterly newsletters that inform them of 
compliance and CRA issues. 

First National Bank of Anchorage's managers, employees, and directors 
are members of many organizations designed to develop and improve the 
local communities. Involvement includes participation in community 
organizations' loan committees, and participation in community groups 
such as the Rotary Club which provide education and support to small 
businesses. 

II. MARKETING AND TYPES OF CREDIT OFFERED AND EXTENDED 

Assessment Factor B - The extent of the institution's marketing and 
special credit-related programs to make members of the community aware 
of the credit services offered by the institution. 
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o The Board of Directors and senior management adopted a written 
CRA marketing plan that is sufficient to inform all segments of 
the community of products and services offered by FNBA. 

FNBA's marketing strategies take into consideration the credit needs 
of all segments of the community. Management employs several methods 
to market products and services, including: in-branch posters and 
displays, direct mailings, advertisements in statewide, regional and 
neighborhood publications, and television and radio advertisements. 
Bank personnel also distribute product and service information at 
trade shows, home shows, focus groups, educational seminars and 
workshops. 

Bank personnel conduct workshops and seminars for homebuyers, small 
business owners and potential small business owners. Besides general 
information on specific products, the participants receive information 
on what to expect when applying for a loan and how to manage finances 
and maintain a home. 

Advertisements are product specific. The compliance officer reviews 
all advertising for regulatory compliance, and maintains a copy in the 
marketing department. FNBA advertised products that address housing, 
small business, and consumer credit needs. The Bank also promoted 
special credit-related programs that assist individuals with low- and 
moderate-incomes and first-time homebuyers who have low downpayments 
and high debt-to-income ratios. 

Bank personnel conducted and participated in workshops and seminars 
with other lenders for homebuyers and small business owners and 
potential owners. Participants received information on specific 
products, detailed information on the application process, managing 
finances and a business, and the responsibilities of owning a home. 
Bilingual materials are available for participants who do not speak 
English. 

Assessment Factor I - The institution's origination of residential 
mortgage loans, housing rehabilitation loans, home improvement loans, 
and small business or small farm loans within its community, or the 
purchase of such loans originated in its community. 

o FNBA's lending levels and products are acceptable given the 
bank's size and capacity. 

The bank originated traditional conventional and government backed 
loans throughout our evaluation period. A high proportion of these 
loans occurred within the delineated community. Although they did not 
keep records of loan volumes, management also implemented several 
special credit-related programs in late 1993. These are included in 
the loan groups detailed below. Government loan products and volumes 
are discussed in assessment factor J. 
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For the period from May 1993 through March 1994, lending personnel 
originated 1,490 housing loans in the amount of $103.8 million. 91% 
of the activity occurred inside the community. Home Mortgage 
Disclosure Act (HMDA) reportable conventional loan volumes nearly 
tripled in 1993 compared to 1992. 

HOUSING LOAN VOLUMES 
May 1993 - March 1994 

(in millions, MM) 

Inside outside 
Community Community 

Purchase # 338 $ 28.4MM # 47 $ 2.6MM 
Home Improvement 101 3.6MM 23 . 8MM 
Refinances 856 59.8MM 92 5.2MM 
Multi-Family 
(all loan purposes) 31 3.3MM 2 . lMM 

Total Loans: #1,326 $ 95.lMM # 164 $ 8.7MM 

The bank also originated 1,944 small business loans in 1993 totaling 
$81.5 million. Geographic loan volumes are not available. 

The Board's CRA statement adequately describes action taken to 
ascertain and meet community needs. The statement correctly lists the 
bank's credit products and services that are available throughout its 
~t:::L v .i,1.,;!::! areas. 

Assessment Factor J - The institution's participation in 
governmentally-insured, guaranteed or subsidized loan programs for 
housing, small businesses, or small farms. 

o Management is aware of available government programs and actively 
participates in governmentally insured, guaranteed, and 
subsidized loan programs to help meet identified community credit 
needs. 

FNBA offers several traditional products that address housing and 
business credit needs to include: Federal Housing Administration 
loans (FHA), Veterans Administration loans (VA), Bureau of Indian 
Affairs loans (BIA), Farmers Horne Loan Administration Loans (FmHA), 
and business loans through the Small Business Administration (SBA). 

Beginning in May of 1993, when the bank started tracking its loan 
originations, through March of 1994, FNBA granted a total of 158 FHA 
loans ($9.5 million) of which 147 ($9.0 million) were within its 
service area. The bank financed 78 VA loans totaling $5.7 million 
during this period, including 69 ($5 million) in its service area. 
The bank also originated 60 (SBAj loans totalling $10.6 million, 4 
(BIA) loans in the amount of $.4 million, and 3 Alaska Industrial 
Development and Export Authority (AIDEA) loans totalling $2.5 million. 
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A high proportion of FNBA's government-related loans is within its 
delineated service area. 

III. GEOGRAPHIC DISTRIBUTION AND RECORD OF OPENING AND CLOSING OFFICES 

Reasonableness of Delineated Community 

0 FNBA's delineated community is reasonable. 
low- and moderate-income neighborhoods. 

It does not exclude 

The delineated community consists of 15 separate communities. Most of 
Anchorage falls within the delineated community, comprising 2 of the 
15 service areas. Other major communities are: Bethel, Cordova, 
Fairbanks, Haines, Homer/Anchor Point/Kachemak, Juneau, Kenai/ 
Kasiloff/Nikiski/Soldotna/Sterling/Ninilchik, Kodiak, Palmer, Seward/ 
Moose Pass, Sitka, Valdez, and Wasilla/Big Lake. 

Anchorage is the only Metropolitan Statistical Area (MSA) in Alaska. 
FNBA has all but 2 census tracts in its delineated community. Service 
areas includes 14 low- and moderate-income census tracts. 

Management considers population and income demographics, geographic 
lending and deposit activity, and geographic and geopolitical (city, 
burroughs, etc.) boundaries to determine the bank's delineated 
community. In late 1993, they modified a number of individual 
community delineations in recognition of changing loan and deposit 
patterns. 

FNBA's service area includes 80% of Alaska's population. The bank's 
branch network is accessible to its entire delineated community. 

Assessment Factor E - The geographic distribution of the institution's 
credit extensions, credit applications, and credit denials. 

o Lending activities occurred in all geographic and ethnic segments 
of FNBA's delineated community. 

FNBA's geographic distribution of loan products demonstrates that it 
is serving its customers in a reasonable manner. We detected no 
unreasonable or irregular lending patterns. 

Management has achieved favorable results lending to individuals with 
low-and moderate-incomes. These households represent 38% of the 
population in the bank's trade area. In Anchorage, this segment 
received 45% of the total number of loans; outside Anchorage, they 
received 54%. These figures reveal reasonable loan penetration as a 
whole, although lending rates in specific low-and moderate-census 
tracts is less favorable. In Anchorage, for instance, families 
residing in these areas comprise 28%.of the population, but received 
19% of the total number of approved loans. 
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FNBA is also less successful serving the minority population. 
Minorities comprise roughly 20% of the population in the bank's 
service area, both in and outside of Anchorage. But, they generate 
only 11% and 9%, respectively, of total credit applications. 

Management is making a special effort to reach under-represented 
groups. They are focusing on minority and low- and moderate-income 
communities and individuals to improve lending performance and better 
serve their needs. In 1993, FNBA's loan approval rate for minorities 
reached 70%, compared to 54% in 1992. The non-minority approval rates 
decreased slightly to 76% compared to 79% the prior year. 

Management conducts various geographic distribution and statistical 
analyses. These analyses vary by community due to the demographic and 
geographic information available, as well as the type of loan tracking 
mechanisms that were available to FNBA in 1993. FNBA personnel use an 
automated system that incorporates demographic data such as income and 
population statistics, HMDA information, and lending patterns within 
and outside the bank's delineated community. In Alaska, census tract 
data is available only for the municipality of Anchorage and the city 
of Fairbanks. For the other areas of the state, geographic data is 
available by a combination of zip codes and/or block numbering. Low­
and moderate-income neighborhoods comprise 14 of the 55 census tracts 
(based on information provided by the 1990 United States Census and 
Housing and Urban Development). Outside of Anchorage, there are a few 
low- and moderate-income areas that are located within the bank's 
community delineation. 

Management began tracking all applications by census tract and block 
numbers in 1994. The majority of the bank's analyses in 1993 
addressed Anchorage, which is the major portion of it's delineated 
community. 

Assessment Factor G- The institution's record of opening and closing 
offices and providing services at offices. 

o The bank has a reasonable record of providing services within its 
community. Credit and deposit distribution is widely dispersed. 

The Board adopted a revised branch closure policy in September 1993 
which requires management to consider and assess any adverse impact a 
branch closure or relocation would have on the community, including 
low-and moderate-income neighborhoods. However, FNBA has not closed 
any branches in several years. 

Twenty-eight branches serve the bank's delineated community. The 
branches are reasonably accessible to all segments of the community. 
Management uses customer surveys to evaluate community needs and the 
quality of service. As a result of these efforts, management added 
lending personnel to several branches and opened several on Saturdays. 
FNBA is available by telephone and fax for many customers who are not 
conveniently located to a particular branch. 
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IV. DISCRIMINATION AND OTHER ILLEGAL CREDIT PRACTICES 

Assessment Factor D- Any practices intended to discourage applications 
for types of credit set forth in the institution's CRA Statement(s). 

Management and lending personnel actively solicit credit applications 
from all segments of FNBA's community, including low- and moderate­
income areas. The Board and management affirmatively support fair and 
nondiscriminatory lending practices. They have developed policies, 
procedures, and training programs to ensure compliance with all anti­
discrimination laws and regulations. 

Management actively directs its efforts to low- and moderate-income 
areas and racial minorities to make its products and services 
available to these individuals. 

Assessment Factor F- Evidence of prohibited discriminatory or other 
illegal credit practices. 

The bank is in compliance with the substantive provisions of all fair 
lending laws and regulations. FNBA has systems and controls in place 
to help ensure compliance. 

V. COMMUNITY DEVELOPMENT 

Assessment Factor H- The institution's participation, including 
investments, in local community development and redevelopment projects 
or programs. 

o Bank personnel has established ongoing meaningful relationships 
with governmental and private sector representatives. The level 
of participation in development and redevelopment projects is 
reasonable. 

Contacts with a variety of organizations help keep management informed 
of various community development opportunities. Other opportunities 
arise as a result of the bank staff's involvement in local government 
and business organizations. Outside community contacts are aware of 
FNBA's willingness to help the community grow and prosper. 

The level of participation in community development projects is good. 
The bank approved $11 million in loans to create and rehabilitate 233 
units of low-moderate-income housing. Another $12 million is 
currently committed for another 200 units. The bank also invests in 
state and municipal bonds to support and develop communities. In 1993 
the bank purchased bonds totaling$ 7.2 million, including $2 million 
in Anchorage Neighborhood Housing Services - Alaska Housing Finance 
bonds. 

Assessment Factor K- The institution's ability to meet various 
community credit needs based on its financial condition and size, 
legal impediments, local economic conditions and other factors. 
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FNBA is Alaska's second largest bank. It has 28 branches serving most 
of the state's population centers, and offering a wide range of 
products and services. These include retail banking services, trust 
services, commercial and real estate loans, and an array of credit 
products designed to meet consumer needs.~· 

The bank actively solicits loans in all segments of its community 
delineation. FNBA is making a special effort to serve the credit 
needs of minority and low- to moderate-income individuals. It has the 
resources and capacity to meet community credit needs. As of March 
31, 1994, the bank had just under $1.4 billion in total assets, $970 
million in deposits, and$ 474 million in loans. 

Alaska's population, based on the 1990 census information, 
approximates 550,000 with 40% located in the municipality of 
Anchorage. The Armed Forces continue to play a significant role. 
Including dependents, almost 11% of the state's population consists of 
U.S. military personnel. Nearly 36% of Alaskan families earn low to 
moderate incomes. 

Economic conditions are uncertain given declining oil revenues, 
military cutbacks, and the declining fishing, timber, and mining 
industries. Military reductions will affect Anchorage and Fairbanks. 
The Cordova community has had three consecutive poor fishing· seasons. 
The paper mill in Sitka closed, eliminating one of the area's largest 
_,...,,"r"'l.1,....,r_.._,_ T.,... ~AA.;~;,...,,..,, C.~::t.+--o ::,,n,4 T_l""\,...::t.l ~l""\'tTo-,-nmont-c .::::aro -F~,-,inn 
~lll,t-'AVJ1-J..We Al& """'""""""-A.'-J..\..14& '--""""'"""'"""''- ·"""'"'"""' .,_. __ """'..,_ --•-4A&.1.1.•-••-- --- ----••'::, 

deficits and staff reductions. 

Although economic conditions indicate a decline in some industries, 
tourism has been good, and the retail and housing industries have 
improved. 

Assessment Factor L- Any other factors that, in the regulatory 
authority's judgment, reasonably bear upon the extent to which an 
institution is helping to meet the credit needs of its entire 
community. 

Bank personnel participate in a number of community activities and 
organizations that benefit the community. Employees volunteer to 
serve in community activities such as Habitat for Humanity that 
benefits the less fortunate, and Christmas in May which is an annual 
project designed to repair and improve homes owned by low- and 
moderate-income individuals. Other activities that benefit the youth 
include fund raising for Childrens Miracle Network for medical 
research and serving on the Board for Junior Achievement and the Youth 
Crime Prevention Education Committee. 

The Board of Directors authorizes charitable donations to various 
organizations. In 1993, FNBA contributed $.44 million to minority 
organizations, government housing agencies, and educational 
facilities. 
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The bank's offers automated teller machines and Firstline, a telephone 
access system that provides access for customers that are physically 
~hallenged or hearing impaired. 

Bank personnel also conduct workshops to 1·nform members of the 
community about the basics of banking. 

ADDITIONAL INFORMATION 

None. 
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I. INTRODUCTION 

COMMUNITY REINVESTMENT ACT 

The Community Reinvestment Act of 1977 (CRA) is designed to encourage financial 
institutions to communicate with members of their local communities regarding their 
credit needs and ways to help meet those needs. The Board of Directors of each financial 
institution approves a CRA statement and periodically reviews the institution's perform­
ance in addressing community credit needs and evaluates the boundaries of each local 
community it serves. In addition, the financial institution provides a list of credit services 
it is prepared to extend within the local community, displays a CRA notice as prescribed 
by the Federal Deposit Insurance Corporation (FDIC), and maintains a file of public 
comments regarding the Bank's CRA performance. 

Key Bank of Alaska 

Key Bank of Alaska ls a full-service banking institution organized under the laws of the 
State of Alaska and operated for the purpose of serving the banking needs of individu­
als, organizations, institutions, busines,es and governmental bodies. One of the major 
objectives of the Bank is to provide a variety of financial services for existing and 
prospective creditworthy customers. 

The Board of Directors has the responsibility and authority for the general supervision of 
all of the affairs of the bank, including the loan portfolio. The basidoan policy of Key Bank 
of Alaska is to develop a lending program which will provide credit products and 
programs to meet the needs of our delineated market area(s) and to assist in ensuring that 
the communities being served by the Bank will continue to be viable and progres9ive. 
These products and programs will meet the Bank's Lending guidelines with regard to 
liquidity, safety, soundness and profitability. All loans will be consistent with safe and 
sound banking procedures. 

Key Bank of Alaska is a subsidiary of Keyc.orp, a multi-state bank holding company 
headquartered in Albany, New York. With over $.30 billion in assets KeyCorp Is one of 
the nation's 30 largest banking institutions, yet its strongest presence is in smaller cities 
andtownswhereitprovidesafullrangeoffinandalservicestoconsumersandbusinesses 
In eight states. Known as" America's neighborhood bank," KeyCorp banking subsidiar­
ies follow a consistent strategy of "sticking to basics." This Is demonstrated by efforts to 
diversify lending among major industry segments, limiting the overaH size of lending 
commitments, avoiding the financing of highly leveraged transactions, disamraging out 
of area loans, and limiting loans to foreign rompanies or countries. 

KeyCorp Mortgage Inc., a residential mortgage banking affiliate, essentially performs the 
residential mortgage lending function of Key Bank of Alaska effective January 1, 1993. 
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II. ASCERTAIN1\1ENT OF COMMUNITY CREDIT NEEDS 

The Board of Directors and Management of Key Bank of Alaska have established a policy 
to provide a complete range of service, that will satisfy the banking needs of the 
communities :it serves. To implement this program bank officers and employees make 
business devE1opment calls for both deposit and )ending activity with customers and 
prospective customers. Commerdan lending ,officers, branch managers and others, e.g. 
cash management service,, bankcard mercha111Jt and dealer banking are responsible for 
contracting business prospects on a oontinuiI1g and regular basis. Through this pr<>Ce99 
thebankismadeawareofthebusinessandcornmunityenvironmentwithinourcommu­
nitie,. Key Bank of Alaska has 21 branches, including one mobile branch, which service 
our communities. 

The bank has a formal process of rq>0rting and documenting community outreach and 
involvement activities and addressing re,uJts. Reports are sent to the bank's CRA officer 
for review and assessment of additional activity. The CRA Officer has been given the 
responsibility to manage, coordinate and monitor the Bank's participation in meeting the 
credit needs of the community. The CRA Offic:er as a non-voting member, attends Senior 
Loan Commilttee and Seruor Management mE!etings to emphasize oommunity develop­
ment aspects of loan proposals and operaHor1 product development. 

The bank ha:, contact with community and non-profit organizations regarding their 
banking needs and community financing needs. During 1992 some of those contacts in­
cluded Anchorage Neighborhood Housing Authority, Fairbanks Development Council, 
State of Alaska Department of Commerce ;;md Economic £>evelopment Interagency 
Funding Fonmt, Tanana Chiefs Cound), and Alliance for June.au. 

The Board of Directors are actively involved not only by their individual and professional 
participation In the community, but al90 by their partidpation on a bi-weekly loan 
committee which reviews larger lending conunlbnents. Through !this process the loan 
portfolio rem.ains focused on the load communities and on sound lending practice,. In 
addition, Directors refer prospective commUJrtlty reinvesbnent lending opporhmities to 
senior mananement. 

Senior Mana1~ement encourage,CRA outreach as they recognize the: value of community 
input a) in ke~g the bank's products and service, relevant and competitive and b) by 
fostering a vi:able and he.althy eoonomlc climate In the bank's market area. 

Ill . .MARKIETING AND TYPES OF CREDIT EXTENDED ·------------------------------Key flanl: of Alaska's marketing and advertising program uliliz.es various media to reach 
cllffe1·entsegments of our communities. The" America's neighborhood bank" campaign 
promote, the bank as offering options and convenJence to customers and prospecHve 
customers alike. Special advertisements placed In community publications, community 
evenl:s programs, fund-raising ioumals, and neW9papers assist in re.adtingmany areas of 
our c:ommunlHes. [u 90me cases direct mall efforts have been initiated to selected 
lllUdiE!llceS. 

New.tpapers and Publications: 

-Anchorage Daily News 
-IFalrbanb Daily News Miner 
-Juneau Empire 
-!Frontiersman - Palmer 
-Bristol Bay News- Dillingham 
-Aleutian Eagle - Bush 
-l?eninsuJa Oarion- Kenai 
-IKetdtikan Daily News 
-4Capital Gty Weekly 
-Tundra Times - Bush 
-The Fishennan - Dutch Harbor 

lRadi,o St;ations: 

-APRN (Allaska Public Radio Network) 
-KBXR 
-KSKA Public Radio 
-KVOK/JCJJZ 
-KPXRFM 
-KOOL 

Key :Bank of Alaska al90 partidpale, In trade shows where we are afforded the opportu­
ruty lo prorride product and financial information to members of our community. The 
!following trade shov.rs have been active forums for discussion, feedback and interaction 
with both current a111d prospective customers regarding the financial services we offer. 

-Alaska State Fair, Palmer 
-ANSCA 
-Anchorage, Juneau, Fairbanks Boat Shows 
-Tanana Valley State Fair 
-Calista Elders Conference 
-ComFish Trade Show - Kodiak 
-Home Builders Association Trade Show 
-Southwest Alaska Municipal Conference 
-Southeast Alaska Municipal Conference 
-Working Women After Hours 
-Anchorage, Juneau and Fairbanks Home Shows 

In addition to using print and radio for educational outreach, Key Bank produces and 
disbibutes to all cu<Stomers a Key Points newsletter two times a year. This newsletter is 
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inserted into account statements. It provides information on the bank's services as well 
as artldes regarding ftnandal concerns, such as the following: 

-Evaluate your needs to choose the right credit source 
-Economic outlook on the rebound from recession 
-Key Express makes keeping in touch with your accounts 

easier than ever 
-Protect your nest egg with an IRA transfer 
-When and why to consider debt consolidation 
-Four ways to simplify your finances for 1993 
-We want to know: How did we do in 1992? 

Each issue provides a postage-paid reply card for more Information. This publication 
provides a means of distributing information about our services to a wide segment of our 
market. 

On a periodic basis, Key Bank of Alaska reviews the office hours for our branch locations 
In an effort to determine if they are effectively servicing the market. If branch office hours 
are to be changed, a lobby notice is posted and a new brochure listing all of our hours and 
locationsispublished. KeyBankoffersSaturdaybankinginmanyofthecommunitieswe 
serve. 

1YPES OF CREDIT OFFERED 

Key Bank of Alaska supports equal lending and f aimessin meeting the credit needs of our 
[;; communities by o~ferlng the following types of credit through its banking fad.lities. 
0 

Consumer Credit 
Automobile Loans 
Bankcard -Mastercard /Visa .. 
Boat Loans 
Home Equity Loans 
Home Improvement Loans 
Home Purchase Loans .. 
Letters of Credit -Domestic & International 
Overdraft Une of Credit 
Personal Credit Unes 
Personal Loans 
Recreational Vehicle Loans 

Commercial Credit 
Alaska Industrial Development Export Authority Loans 
Accounts Receivable Loans 
Borough Tax Anticipation Bonds 
Bond Anticipation Notes 
Bureau of Indian Affairs Loans• 
Equipment Loans 
Farmers Home Program 
G.O. Bonds 
Inventory Loans 
Letters of Credit -Domestic klntemational 
Local Improvement Districts Financing 
Municipal Leasing 
Operating Lines of Credit 
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Revenue Bonds 
Small Business Administration (SBA) Loans• 
Special Improvement Tax Anticipation Bonds 
Term Loans 

Real Fstate 
Commercial Properties 
Residential Construction Loans 
Home Purchase Loans .. 

-see: Section VI Community Development 
.. Available through a KeyCorp subsidiary and 
affiliate of Key Bank of Alaska 

KeyCorpMortgagelnc.(KMl)isa KeyCorpmortgagebankingsubsidiary. KMl,effective 
January 1, 19931 will originate and service mortgages on one-to-four family owner­
occupied properties from the Anchorage, Fairbanks and Juneau communities. KMI will 
sell its loans lo secondary market investors or to Key Bank of Alasb thereby replenishing 
funds for further lending. In addition, those loans not meeting secondary market stan­
dards but which may qualify under Key Bank of Alasb lending policy will be originated 
by KMI and purchased by Key Bank for their portfolio. 

The following types of mortgage loans are offered: 

Federal National Mortgage Association (FNMA) 
Federal Home Loan Mortgage Corporation 
Federal Housing Administration 
Veterans Administration 
Alaska Housing Finance Corporation 

OTHER FINANCIAL SERVICES OfTERED 

Key Bank of Alaska promotes and makes available these additional financial services 
throughout its branching network. 

Account Reooncilement Processing 
Automated Funds Transfer 
Balance Reporting 
Cashier's Checks 
Cash Management Services 
Checlcing Accounts 
Certificates of Deposits 
Correspondent Banking Services 
Credit Insurance 
Customer Inquiry 
Direct Deposit 
Foreign Exchange 
Foreign Currency Drafts 
Individual Retirement Accounts 
International Banking Services 
Investment Transactions 
lockbox Services 
Money Market Accounts 
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Monia?y Orders 
NOW Accounts 
Night Depository 
Payr1Jll Services 
Safe Deposit Box Rental9 
Savings Accounts 
Timei Deposit Acmunts 
Trav,elers Cl\edcs 
Trust Services• 
24-Hour Electronic Banking 
US. Savings Bonds 
Wirei Transfer Services 

• A nilable through a KeyCorp subsidiary and affiliate of Key Bank of Alaska 
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IV. GEOGRAPHIC DISTRIBUTION AND RECORD OF 
OPENING AND CLOSING OFFICES 

--------·-----------------------The offices of Key Bank of Alaska provide banking services for a variety of towns, cities 
and bornuf;hs within the State of Alaska. The economy of these areas is diverse and 
represents a mixture 1::,f economic factors which include: governmental, native, oil, 
fishing, mining, timber, transportation services, communications, educational, profes­
sional and service instiitutions and organizations as well as tourism and recreation. 

Key Bank of Alaska recognizes the diversity of the State of Alaska including but not 
limited to 111arural barriers and the increasing mobility of the states population. It is not 
unrommor1 for customers to reside in one town, city or borough and work. go to school 
or need our banking services in another city or borough. Weather and transportation 
often d,eter:mine the economics of where banking services are established. The bank de­
lineate!; its service area into three local communities which may include one or more 
town, dty or borough. The towns, cities or borough experience similar economic 
influences thmugh natural barriers, industry focus, and population diversity. 

Key Ba111k of Alaska ha~; three (3) delineated Community Regions served by its 21 branches 
within the State of Alaska, including our Mobile Branch at the Pioneer's Home in Juneau, 
Alaska. 

Following is~• descripltion of the three regions and the respective communities served by 
the branches located therein. 

DdineJltion of Community #1- Southantral Raion 

TheSouthc:entral Region communities are served by the four Municipality of Anchorage 
offices consisting of the contiguous area surrounding each office and in affiliation wilh 
ot.her offic,es !the entire JX>pulated areas of the Municipality of Anchorage. Offices in the 
Municipality of Anchorage serving theSouthcentral Region are: Key Bank Center Office, 
South Anchorage Office, Fifth Avenue Office and the Eagle River Office. 

Included in the Southcentral Region is that portion of the Matanuska-Susitna Borough 
area surrounding the Palmer Office and the Wasilla Office located therein and an area 
North to the Palmer-Bshook Road, West to the town of Houston, F.ast to the Old Glenn 
Highway ;md to the South Boundary of the Matanuska-Susitna Borough which is North 
of the vilhige- of Eklutna. 

The Kenai Office is included in the Southcentral Region and is located in the Kenai 
PeninsulaBorougha111dservesthecontiguousareasur:roundingtheoffice,inclusiveofthe 
following geographic boundaries within the Kenai Peninsula Borough: North to the 
Captain Cook Recreation Area, South to and including the Soldotna Gty Limits, East to 
Boundary Street and West to Cook Inlet. 

The Dillingham Office is also included in the Southcentral Region and serves an area 
consisting of the contiguous area surrounding the office, Inclusive of the following geo­
graphic boundaries: North to the village of Aleknagik, East to the village of New 
Stuyahok, West to the village of Togiak and South to Oarks Point. 

lhe Kodiak Office is located in the Kodiak Island Borough and is also included in the 
Southcenltral Region. The office serves the rontiguous area SUTTounding lhe office, 

-7-



N 

Inclusive of the entire populated areas of the Island of Kodiak. 

The Unalaska Office is located in the Gty of Unalaska and is included in the Southcentral 
Region. The office serves the contiguous area surrounding the office Inclusive of the 
entire populated areas of the Island of Unalaska and Amaknak Island. 

Delineation of Community # 2 - Interior Rtiion 

The Interior Region community is served by the five Fairbanks North Star Borough offices 
consisting of the contiguous area surrounding each office and, in affiliation with other 
offices, the entire populated areas of the Fairbanks North Star Borough. The Offices 
serving the Interior Region are; Key Bank Center Office, Cushman and Gaffney Office, 
North Pole Office, College Office and the East College Office. 

Delineation of Community #3 - Southeast Rtrion 

The Southeast Region community is served by the three Borough of Juneau Offices 
consisting of the contiguous area surrounding each office and, in affiliation with other 
offices, the entire populated areas of the Borough of Juneau. Offices serving the region 
include the Behrends Office, Mendenhall Office and the Pioneers Home Mobile Office. 

The Ketchikan Office located in the Ketchikan Gateway Borough is included in the 
Southeast Region. The community served consists of the contiguous area surrounding 
the office inclusive of the entire populated areas of the Ketchikan Gateway Borough. 

~ The Hoonah Office located on the northeast shore of Olichagof Island also serves the 
Southeast Region. The office serves the contiguous area surrounding the office inclusive 
of the populated area of the community of Hoonah. 

The Yakutat Office located in the lowlands of the Gulf of Alaska also serves the Southeast 
Region. The office serves the contiguous area surrounding the office inclusive of the 
entire populated area within the City of Yakutat. 

Our public file for the bank or for individual Communities may be looked at in these 
locations: 

Community # 1 - Southcentral Region 
-Key Bank of Alaska CRA/Compliance Officer 
101 West Benson Blvd., Anchorage, AK 99501 

Community #2 - Interior Region 
-Key Bank Center - Fairbanks 
100 Cushman Street, Fairbanks, AK 9'17(17 

Community #3 - Southeast Region 
-Behrends Office - Juneau 
234 Seward Street. Juneau, AK 99801 

GEOGRAPHIC DISTRIBUTION OF CllEDIT EXTENSIONS 

Key Bank of Alaska's loan portfolio is well diversified among these major c.ategories: 
consumer aedit, commercial loans, residential real estate loans (t-4 family), commercial 
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real estate mortgages and construction lending. Loans and credit commitments are 
distributed throughout all our Regions and the local communities within those regions 
regardless of the income level or racial composition of a particular region. Key Bank does 
not encourage or solicit either commercial or real estate loans outside of the State of 
Alaska. 

Record of Opening and Closing Offices 

During 1992 Key Bank of Alaska opened one new office. The Eagle River office located 
at 10928 Eagle River Road. Eagle River opened July 7, 1992. The office is a full service 
office offering deposit products and loans including consumer, commercial and real 
estate. 

Th~ Board ?f Dir~tors of Key Bank of Alaska has approved a Branch Oosing Policy 
which reqwres notice of closure lo customers and the community based on regulatory 
standards. Management assesses the potential adverse impacts upon the community and 
implements efforts to minimize these effects. Some of the factors considered in any 
analysis of branch closure include: availability of financial services, branch performance, 
quality and accessibility of facilities, customer and employee safety. 

In 1992 the Board of Directors approved the closure of Key Bank's office located in 
Klawock on Prince of Wales Island. The office dosed on December 30, 1992. All deposit 
and related service customers were notified and given the opportunity to move their 
accounts to other financial institutions on the Prince of Wales Island. Key Bank offered 
to provide letters of introduction in all cases. Additionally, our customers were provided 
the opporhmity to move their accounts to any other Key Bank of Alaska branch of their 
choosing. There were no costs associated with these moves to the customer. AH 
customers who did not choose lo move their accounts to another institution or another 
branch of Key Bank of Alaska were transferred to the Ketchikan Branch of Key Bank of 
Alaska as of December 31, 1992. 

Opportunity was provided for each of the employees lo transfer to another Key Bank of 
Alaska office. None of the employees asked for placement as all have long term ties to the 
community in which they reside. Upon request, letters of recommendation will be 
provided through our Human Resource Department. 

The Prince of Wales Island is served by two other fi nanda I institutions and the closure of 
our Klawock Office has not significantly detracted from the island residents' access to 
financial services and products. 
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V. DISCRIMINATION AND OTHER ILLEGAL 
CREDIT PRACTICES 

AtthedirectionoftheBoardofOiredorsandMair1agement,employeesareprovidedwith 
on-going training programs to assure that the Flank complies with all laws and regula­
tions inclusive c,f the granting and extension of credit. the hand.ling and processing of 
credit applications, credit inquiries, and credit terms and cost!. 

The availability and the terms and ronditions of credit in a specific instance are always 
decided on a case by case basis and after a tho1rough evaluation as to the purpose, the 
creditworthineis of the borrower, value of coUateral and the borrower's ability lo repay 
the credit advance. 

loan applications are evaluated on 1the merit, of the applicant(s) without prejudice 
because of race,. a>1or, religion, national origin, sex, marital status, or age (provided the 
applicant has the capacity lo contract); to the fad that aU or part of the applicant's income 
derives from a public assistance program; or th1? fact that the applicant has in good faith 
exerdsed any right under the Consumer Credilt Protection Act. 

The Bank, as r,equired by the Home Mortgage Disclosure Act (HMDA), gathers and 
reports loan data for all home purchase and h1ome improvement loans ii originates or 
purchases or fo,r which it receives applications. Management regularly evaluates these 
reports to assure correctness and to conlinuaUy assure no evidence of discrimination. 
Additionally, !lllpporting analysis of the geodemographics which includes detailed 

[;; information on customers, depositors and bonuwers, specific to the communities served 
W by Key Bank of Alaska is abo evaluated. 
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V. COMMUNITY DEVELOPMENT -------------------------How Key B.mk of Alaska ls Helping To Meet The Financial Needs Of The CommunJties 
Senred in n,e State Of Alaska. 

Finanda.l Support of Community Programs: Key Bank of Alaska has traditionally made 
contributions bt support of charitable and communJty betterment programs. During 
1m financlal contributtlons totaled StOl,904. In addition, the bank has made additional 
'in ltind' eot11tributions to numerous organizations in support of their community efforbl. 

l!n!ted 1t¥!J!i Key Bank of Alaska employees have participated in and demonstrated a 
leaclersbip 1-ole in the United Way Campaigns held on an annual basis. Several officers 
hne in the past and <1urently hold Account Executive positions to a95lst in visiUng 
commu:nlty agendes to see first hand how United Way funds are used in serving the 
needs oJf people who ne.ied help and are team leaders in fund raising efforts. An Executive 
Vice Pr•!Sidentt is on the United Way Board and participates on the Rnance/ Allocation 
Commilttee .. 

WalkAmerica~ Key Barne of Alaska as an a ffilia le of KeyCorp participates in the national 
campaign for fundralsing to mpport healthier babies. Employees have demonstrated a 
leadersltdp irole in being team leaders. In 199'2 a bank a>mmercial lending officer was the 
high fundrilser in the state and nationwide for KeyCorp, raising a personal total in excess 
of ~W,700. 

.lm'estmenl~ The Bank traditionally includes in it! investment account! industrial 
reven\14! bonds in mpport of local development! as weU as murudpal and State of Alaska 
bonds amd State and Federal housing related de~tures. 

low G~_Personal Oteclcing Account! and Savings Account!: low-inrome people are 
encounged to bemme acquainted with banking services and with Ba nlc personnel by 
avallin1~ thianselves of the Bank's "Economy" cheddng account, which has no minimum 
ballano! requJirement with a small monthly service fee of $.1.00 plus $.20 per chedc, 
prt:>Yid1es A™ access, aind, if the person qualifies, a "Cash Reserve Credit" line of credit 
approv·al These products have been widely advertised. AJso encouraged ls use of the 
"Key Saveir Account" which ls free of monthly service charge if the monthly minimum 
balano! is !StOO or mon!. 

24-Hour Banking: 24-IHlour Banking is provided by Automatic Teller Machines (A 1M's). 
The Banlcllnamtains 13 A 1M'satstatewide locations. Through the PlusSystem,of which 
KeyBanklsamember,andotherparticipatingnetworksincludlngAJaskaOption,Cirrus 
and the Armed Forces Financlal Network cash may be withdrawn in Alaska and over 
60,000 locations worldwide. 

Community Service: Directors, Officers and employees of the Bank are committed to 
commumityservice, through which they are in frequent contact with communJty groups, 
community leaders a11d dvic, charitable and ecclesiastical organizations. Some of these 
are: 

-Salvation Army. A senior vice president is chairperson of lhe board for the 
Salvation Army in Anchorage. A vice president serves on the Salvation 
Army board in Ketchikan. Key Bank volunteers assist in Salvation Army 
projects year round and historically it is one of the redpients of volunteer 
efforts during our annual "Neighbors Make the Difference" project. 
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-Junior Achievemenl An executive vice president from Anchorage and a vice 
president from Juneau serve on the state board committee. Officers from 
Anchorage, Fairbanks, Juneau, Dillingham, Kodiak. Kenai and Wasilla 
serve as insbuctors in the Junior Achievement program. 

-Neighborhood Groups. Officers and employees statewide serve in numerous 
capacities on local economic development councils, neighborhood councils, 
church groups, hospital boards and others which focus on local neighbor­
hoods. 

-Newsletter. Key Bank of Alaska publishes a quarterly "Key Indicator" 
providing economic news of Alaska and the nation. At least twice a.rmually 
'Key Points' is published providing an update on products and services and 
requesting comments from customers. 

-Neighbors Make the Difference. Key Bank of Alaska has f~r th~~- years 
sponsored a Program in which the bank closes almost all of its facilities for 
one half day pt,r year and has donated that time to various community-help 
programs. With over 450 employees participating in this program, some 
1700 hours of community service was performed during the 19'J2 program. 
This program was responsible for consbuction to aid the handicapped.. 
painted and cleaned facilities of several organizations helping the homeless, 
helped local food banks, and performed a variety of tasks for other non­
profit organizations. 

~ Lending for Community Betterment. Key Bank of Alaska and its officers serve on 
economic development oouncils located in Anchorage, Eagle River, Fairbanks, Juneau, 
Kenai, Dillingham and Kodiak. We participate in development and redevelopment 
programs throughout Alaska. Permanent and interim financing has been provided for 
projects associated with municipal, native and private organizations. 

Key Bank of Alaska and its officers work closely with native corpora_tions, '?Dage 
corporations and tribal councils throughout Alaska to provide commeraal credit and 
loans to facilitate social programs. 

Our Involvement with private organizations throughout Alaska has resulted in develop­
ment in several areas. 

Small Business Administration (SBA). Key Bank of Alaska oontinues to be a 
Certified Lender with the SBA. Several officers participate statewide in workshops, 
SCORE, advisory services and seminars presented to assist borrowers in finance and 
lending related topics. In 19'J2 the Bank. the third largest in the State, approved 23 loans 
totalling $6,920,534 including ten rural loans at $3,587,339. This represented a total of 
16.23% of the total loans approved through SBA in 1992. 

Bureau of Indian Affairs (BIA). Key Bank of Alaska continues as a Certified 
Lender with the BIA. BIA requires a loan appliant to be a federally recognized tribe or 
Native Corporation pursuant to the Alaska Native Oaims Settlement Act (ANSCA), or 
member or shareholder of one of these organizations. Our affiliation with several Native 
Corporations, Native Village Organizations and Tribal Councils has assisted us in 
completing loans under the BIA guidelines for qualifying native applicants. 
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Small Business Development Center CSBQC). An executive vice president 
continues to serve on the SBOC statewide advisory board whidt developed a Small 
Business Resource Directory to assist individuals and businesses in obtaining informa­
tion on financing options which are available throughout the State. Key Bank continues 
to assist in funding the project with four other local finandal institutions. Officers par­
tidpale in SBOC workshops as speakers, panelists and attendees. 

Anchorage Neighborhood Housing Service (ANHS). A vi~president in 
commercial lending serves on the finance mmmlttee assisting in review and reoom­
mending for action requests for business loans lo cover start-up, expansion, rehabilita­
tion and working capital in low-moderate income areas of the oommunity. Key Bank of 
Alaska offlrers have participated in workshops to assist ANHS advisors in the loan 
application process. 

Womensfund. Inc. A vice president in commerdal lending is a board member 
and partidpates in the finance committee for Womensfund, Inc. This organization fills 
a funding gap for worrien in business, either as start-up or operating capital, who will not 
normally qualify under standard finandal institution lending requirements. 

Economic Development Councils. Key Bank of Alaska of firers partidpate in 
economic developmentcoundls throughout the state including Anchorage, F.agle River, 
Fairbanks, Juneau and Dillingham. The councils focus on economic development in their 
areas including established businesses as well as new endeavors. 

The Department of Commerce and Economic Development for the State of Alaska 
established an economic funding forum in 19'Jl to develop and identify funding gaps for 
economic development and lo ooordinate interagency funding and support for economic 
development projects. Key Bank of Alaska has two offtrers that continue to partidpate 
in the quarterly meetings. 

In addition to the above, Key Bank of Alaska conducted the following activities within its 
CRA communities in 1992: 

-Granted a s<,00,(Xl) loan to purchase real estate for a Baptist churdt in the 
Interior region. 

-Granted a $32,000 loan for business start-up of a native legal practice. In­
cluded roordinated efforts with AIDEA special funding program. 

-Granteda$850,(XXHoantolnterlorRegiondevelopmenlauthoritytorefinance 
building. 

-Granted a$ 1,(XX},(Xl) loan to Southcentral municipa Hty to cover cost of gas line 
extensions. 

-Granted a $6,000 loan to non-profit providing family assistance in Hoonah, in 
Southeast Region. 

-Granted a $2,250,(XX) (participated share of $7,000,(XX)) to native corporation 
to fund annual fuel purchase for delivery to North Slope Borough. 

-Donated two lots to Kachemak Heritage Land Trust for Natural habitat in 
Southcentral Region. 

-Granted a $2,000,(XX} AIDEA participated loan for private Alaskan corpora­
tion to finance wood chip production, storage and loading facility. Wood 
chips will be from clear cut of bark beetle killed trees on land owned by 
regional native corporation. The company _will provide local employment 
opportunities for an expected six or seven years. 
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-Approved 38 in-house turn-key mortgages totalling $6,782,(170. 
-PrO'lrided interim construction and !take-out loan financing with SBA partld-

p1tion of retail store warehouse and motel building on remote island in 
Alleutian Oain for $900,000. 

-PrO'lrided S 150,000 operating line for Alliance for Mentally Ill pending receipt 
of state grants. 

-Granted $140,000 loan in ronjunction with slate historical preservation for 
building renovation In Soothest Region. 

-Gra11ted $400,(0) loan in Southcentr·al Region for state historical preservation 
of theater. 

-Granted $25,(XK) loan to non-profit radio reading and education servioo. 
-Granted $2,000,«n> loan to native a>rporation for construction of nine single 

fa1nily homes in Barrow. 

STAFF INVOL11EMENT: 

Key Bank of Alaska employees are encouraged to contribute their pm1011al and profes-­
slonal skills andservkes tocmnmunfty, dvfc,a.llturaland educatlonal organi7.atlonsand 
endeavors. In mdditton to the special effort of our employees In support and fundraising 
for the United Way and Wa!kAmerica, Key Bank employees contribute numerous hours 
lo the commw1lity. For example, they serve ir1 leadership roles as board members and 
volunteers on lhe following: 

-Variious Chamber(s) of Commerce ,IE F.conomic Developrnent Councils 
-Var11ous non-profit service organjzations such as Rotary, Kiwanis, Elks, 

N Soroptimists, Uons 
~ -Ket1:hikan General Hospital Advisory Board, Valley Hospital Association, 

Children's Miracle Network 
-Gm•emor's Women's Commission 
-Building Industry of Alaska 
-Focld Bank of Alaska 
-Bo)'S &c Girls Oub of Alaska 
-PTA and School Volunteers 
-Juniior Achievement 
-Big Brothers/Big Sisters Program 
-Dilllingham Arts Coundl. lmagfnalium 
-Eld1ernet 
-Ao:ess Alaska, Olallenge Alaska 
-Woirld Trade Center Advisory Board 
-Alatska Science & TechnoBogy Foundation Mentors Program 
-SCORE/ ACE Volunteer 
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VII. CRA SELF ASSESSMENT AND PLAN ----·----------------------In cond1L1clblg our annual CRA Self Assessment, management completed a romprehen-
sive review and evaluatlion of our CRA efforts and program. The results were reviewed 
and critiiquE!d by the Board of Directors. The evaluation process involved each CRA per­
fonnanc:e a1tegory and its respective assessment factors. A summary of the finding9 are 
as follows: 

Ascertainment: Key Bank officers and employees have frequent conlacl with curr~t and 
prospe.:ttve; customers, non-profit and community groups and organizations, govern­
mental .and agency offldals and others who are investigating or providing community 
development lending. The result of this dialogue is both in heightened awareness of 
community a·edit needs and in the increased level of participation in and support of 
pri'nte and, public lending programs in the state and in our market area. 

Marketiing_and Tx.pes of Credit Extended: Our marketing efforts showed rontinued 
improv,enu!lll ln our efforts lo provide banldngservices to all sectors of our CRA commu­
nitf1es. 'llte use of local! jprinl media, radio, customer statement stuffers, a wide array of 
trade shows to both special interest and general groups enhana!S these efforts. 

Oneofthes,trE!llgthsofthebank'smarketingeffortisthedirectpersonalcontactofbranch 
and lending officers !throughout our entire market area. During 1992 senior bank 
managc!Dlent initiated an inaeased effort to demonstrate our commitment and willing­
neiS to pmvide deposit and lending services lo our communities by increasing commu­
nity and business development calling efforts. 

The bank olffeirsa wide ~·ariety of consumer, commerdal and real estate lending products. 
Theprcduc:tsincludetraditionaltypesofcredltincludinggovemmentinsuredloans,e.g. 
SBA. BllA and1 state spedfic programs such as AIDEA and Public Finance. 

Ge.ogcamc Distribution of Credit Extension. The bank also reviewed its geographic 
di!1trib11ti01n of loans and deposits. The areas with higher deposit to loan ratios are near 
our lari~er branch offices in theSouthcentral, Interior and Southeast Regions. Those areas 
located far1thET away from our larger offices tend lo have lower deposit to loan ratios. The 
bank sl!loY.'5 a good vollume of loan requests and balance of lending in all inrome and 
geographic: aireas within the regions. 

An ana1lysis of the bank's 1991 HMDA data revealed a pattern similar to other local and 
national lenders. Blade credit applications were declined at a higher rate. However only 
25% of the housing related applications were received from the MSA of Andlorage. The 
largest percentage, 75%, was received from rural areas. The banks approval rate for 
Hi1Spanics and Asian/Pacific Islanders was higher than area peers. 

It is th•~ opition of management and the Board of Directors of Key Bank of Alaska tha l the 
bank h• doin1; a good job In meeting their rommunities' credit needs. 

Diiscrimination &: Other Illegal Practices: There is no evidence of discriminatory lending 
orothE!l'improperactivity. Bankemployeesattempttoresolvecustomercomplaintsand 
inquiriies in a prompt and courteous manner. 

Community Development: The bank continues to demonstrate its commitment and 
support fo,r community development. During the year our officers and employees par­
tidpated in econo:nic development councils throughout the state. Our presence in the 
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Public Finance market inaea!led by promoting a loan specialist in Public Fmance and ap­
proving and being awarded several loans for LID's, Bond Anticipation Notes and Public 
Leases. Our involvement and support of our native population is shown with the 
approval of several loans for native corporations, tribal councils and related subsidiaries 
to provide products, service and assistance to the native population. With the assistance 
of KeyCorp foreign language brochures on deposit and lending products and services 
were made available. The brochures are available in Spanish, Tagalog, Chinese and 
Korean. 

The involvement of bank employees in oommunily volunteer and leadership roles ls 
remarkable. 'Ibepromotionof United Way, WalkAmerica andourNetghbor'sMakethe 
Difference as well as other local events and activities reinforces the idea that the 
community should be a better place to live, to work. to visit or to go to school because of 
the bank's presence. 

The economic well-being of our communities ls related lo the availability of decent, 
affordable housing and theacxess to essential banJcingservtces. During the year Key Bank 
continued its financing of private and commercial projects, inaeased the accessibility to 
financial services and promoted its baste banking types of deposit aa:ounts. 

1993 CltA Plan 

Key Bank of Alaska has developed a CRA plan for 1993 which ensures that every facet 
of the CRA program which was discussed in this Statement will be enhanced during the 
course of the year. Highlights of the plan indude: 

-Active involvement of an outside Director on the CRA Committee 
-Marketing and advertising of our aedit products and financial services 

throughout our market area with !pedal sensitivity to lower inoome areas 
and minority groups 

-Expansion and training of commercial lending officers regarding our SBA, 
BIA and AIDEA lending effort! 

-Implementation of one or more credit programs directed toward small busi­
ness owners 

-Development and distribution of native language aids 
-Exploration and expansion of our geodemographlc analysis capabilities with 

a focus on improving our tracking of declined credit applications 
-Emphasis of ongoiJlg CRA training of bank employees 
-Improvement in our tracking and recognition of employee involvement and 

contribution of time and skills to community development, support and 
enrichment efforts 

In 1993 Key Bank of Alaska pledges a a>ntinuing level of excellence in providing financial 
services within our delineated communities. We recognize the diversity of our state, its 
regions and the communities within. 

We believe in the ideal of" America's neighborhood bank .. and appreciate that commu­
nity involvement sensitivity and development are not added burdens, but are integral 
parts of our banking activity. 

IX. PUBLIC NOTICE AND MAPS 

Community Reinvestment Act Notice 

The Federal Community Reinvestment Act (CRA) requires that the FDIC to evaluate our 
performance in helping to meet the credit needs of its rommunity, and to take this 
evaluation into account when the FDIC decides on certain applications submitted by us. 
Your involvement is encouraged. 

You should know that: 

You may obtain our current CRA !ttatements for this community in this office. 
Current CRA statements for other communities served by us are available at our head 
office located at 101 West Benson Boulevard, Anchorage, AK. 

You may send signed, written comments about our CRA statement(s) or our 
performance to Michael J. Burns, CEO/President, Key Bank of Alaska, PO Box 100420, 
Anchorage, AK 99510 and to the Federal Deposit Insurance Corporation, San Francisco 
Regional Office, Regional Director, Supervision, 25 Ecker Street, Suite 2300, San Fran­
d!oo, CA 94105. Your letter, together with any responses by us, may be made pubUc. 

You may look at a file of all signed, written comments received by us within the 
past two years, any responses we have made to the comments, and all CRA statements 
in effect during the past two years at our head office located at 101 West Benson 
Boulevard, Anchorage, AK 99501. You may also look at the file a bout this community 
at: 

Southcentral Region 
101 W. Benson Blvd. 
Anchorage, AK 995m 

Interior Region 
100Cushman 
Fairbanks, AK 997f/l 

Southeast Region 
234 Seward Street 
Juneau. AK 99802 

You may ask to look at any comments received by the Federal Deposit 
Insurance Corporation, San Francisco Regional Office, Regional Director, Supervision, 25 
F.cker Street, Suite 2300, San Francisco, CA 94105. 

You may also request from the Federal Deposit Insurance Corporation, 550 
17th Street, NW, Washington, D.C 20429, an announcement of applications covered by 
the CRA files with the FDIC 

We are a subsidiary of KeyCorp, a bank holding company. You may request 
from the Federal Reserve Bank of New York, 33 Liberty Street, New York, NY 20045, an 
announcement of applications covered by the CRA filed by bank holding companies. 

You may obtain the public section of our most recent CRA Perf orrnance Evalu­
ation which was prepared by the Federal Deposit Insurance Corporation at 101 West 
Benson fflvd., Anchorage, AK 99503, at this office. 
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NOTE: 

l 

PUBLIC DISCLOSURE 

March 16, 1992 

COMMUNITY REINVESTMENT .. ""' .n.v.., PERFORMANCE EVALUATION 

Key Bank of Alaska 
Certificate Number 22300-7 

P.O. Box 100420 
Anchorage, Alaska 99510 

Federal Deposit Insurance Corporation 
25 Ecker Street, Suite 2300 

San Francisco, California 94105 

.,.. 
This evaluation is not, nor should it be 
construed as, an assessment of the financial 
condition of this institution. The rating 
assigned to this institution does not represent 
an analysis, conclusion or opinion of the 
federal financial supervisory agency concerning 
the safety and soundness of this financial 
institution. 
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GENERAL INFORMATION 

This document is an evaluation of the Community Reinvestment Act 
(CRA) performance of Key Bank of Alaska prepared by the Federal 
Deposit Insurance Corporation, the institution's supervisory 
agency. 

The evaluation represents the agency's current assessment and 
rating of the institution's CRA performance based on an 
examination conducted as of March 16, 1992. It does not reflect 
any CRA-related activities that may have been initiated or 
discontinued by the institution after the completion of the 
examination. 

The purpose of the Community Reinvestment Act of 1977 (12 U.S.C. 
2901), as amended, is to encourage each financial institution to 
help meet the credit needs of the communities in which it 
operates. The Act requires that in connection with its 
examination of a financial institution, each federal financial 
supervisory agency shall (l) assess the institution's record of 
helping to meet the credit needs of its entire community, 
including low- and moderate-income neighborhoods, consistent 
with safe and sound operations of the institution, and (2) take 
that record of performance into account when deciding whether to 
approve an application of the institution for a deposit 
facility. 

The Financial Institutions Reform, Recovery and Enforcement Act 
of 1989, Pub. L. No. 101-73, amended the CRA to require the 
Agencies to make public certain portions of their CRA 
performance assessments of financial institutions. 

Basis for the Rating 

The assessment of the institution's record takes into account 
its financial capacity and size, legal impediments and local 
economic conditions and demographics, including the competitive 
environment in which it operates. Assessing the CRA performance 
is a process that does not rely on absolute standards. 
Institutions are not required to adopt specific activities, nor 
to offer specific types or amounts of credit. Each institution 
has considerable flexibility in determining how it can best help 
to meet the credit needs of its entire community. In that 
light, evaluations are based on a review of 12 assessment 
factors, which are grouped together under 5 performance 
categories, as detailed in the following section of this 
evaluation. 
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DISCUSSION OF INSTITUTION'S PERFORMANCE 

Institution's Rating: 

This institution is rated Outstanding based on the 
findings presented below. 

I. ASCERTAINMENT OF COMMUNITY CREDIT NEEDS 

Assessment Factor A - Activities conducted by the 
institution to ascertain the credit needs of its 
community, including the extent of the institution's 
efforts to communicate with members of its community 
regarding the credit services being provided by the 
institution. 

(Conclusion/Support): 

Key Bank of Alaska (KBA) serves communities located 
throughout the State of Alaska. The diverse geographical 
and cultural makeup of this region presents significant 
challenges to ascertain the community credit needs cf 
these communities. To ascertain these needs, bank 
officers have had numerous meetings and worked closely 
with government officials, community groups, native 
organizations and corporations, and individuals to 
ascertain the various communities' credit needs. 

Bank contacts with federal government officials and 
agencies have included the United States Small Business 
Administration (SBA), Bureau of Indian Affairs (BIA), 
Farmers Home Administration (FmHA), Federal Home Loan 
Bank, and the United States Forest Service. The bank has 
had substantive contact and worked jointly or closely with 
numerous state agencies and programs. The following list 
contains some of the more significant state programs and 
agencies associated with the bank: Alaska Department of 
Commerce and Economic Development, Alaska Industrial 
Development and Export Authority (AIDEA), Alaska State 
Housing Authority, Alaska Department of Community and 
Regional Affairs, and the Alaska Housing Finance 
Corporation. Further, bank officers have worked on 
various task forces formed by the governor of Alaska nnd 
attended meetings held at the State House of 
Representatives concerning economic ·development and 
affordable housing. 

Given the small-town or village nature of many of the 
communities with KBA branches, branch managers are very 
involved with municipal governments and private civic 
organizations in efforts to stimulate economic growth, 
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provide affordable housing, and small business 
assistance. KBA officers have served on the board of 
directors or worked in close advisory capacities for 
numerous municipal organizations in towns with branch 
locations and outlying communities. 

The bank has had numerous contacts with Alaska native 
tribal organizations and the corporations which represent 
their business interests. These contacts have resulted in 
substantial loan and deposit relationships with native 
Alaskans and native owned corporations throughout Alaska. 

In addition to the numerous contacts with governmental and 
private organizations involved in Alaska's economic and 
social development, KBA desired improved awareness of the 
credit needs of the low- and moderate-income population 
served by the bank. To facilitate this awareness, KBA and 
another state-wide bank have hired a private research 
organization to interview low- and moderate-income 
residents of all ethnic types to determine these 
residents' credit needs, awareness of the banks' lending 
programs and redevelopment projects, and assess whether 
these residents are treated fairly and in a 
non-discriminatory manner. This research project began in 
early 1992 and has an expected completion date of April 
30, 1992. 

KBA began developing zip code based demographic data 
relating to deposits and loans throughout Alaska in June 
of 1991. 'While this provided valuable information 
concerning the bank's market penetration in its various 
markets~ a thorough analysis of this data in relationship 
to low- and moderate-income communities was not 
performed. In February of 1992, KeyCorp, KBA's holding 
company, began providing loan and deposit information for 
KBA based both on zip code and census tract data. During 
the examination, KBA personnel began utilizing this 
information in conjunction with other data concerning low­
and moderate-income census tracts to analyze market 
penetration into these areas. 

Assessment Factor C - The extent of participation by the 
institution's board of directors in formulating the 
institution's policies and reviewing its performance with 
respect to the purposes of the Community Reinvestment Act. 

(Conclusion/Support): 

The directors review the bank's CRA performance and update 
its CRA Statement annually. CRA is a regular agenda item 
at board meetings, where members discuss the bank's 
community involvement and lending programs as they impact 
the bank's CRA performance. A comprehensive written CRA 
program has been developed by KeyCorp and adopted by KBA 
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but to date, no CRA Policy has been formulated. However, 
management does perform periodic assessments of its CRA 
performance which are reviewed by the Board of Directors. 
The Board appears to be genuinely concerned with CRA 
issues as evidenced by discussions pertaining to CRA 
topics and associated lending programs in many meetings. 

Management has instituted a comprehensive loan tracking 
system to monitor the geographic distribution of loans 
made and denied. This tracking system was requested by 
the Board of Directors in late 1991 to monitor consumer 
and commercial loan activity to insure that the bank's 
market penetration was fair and non-discriminatory 
throughout the State of Alaska. This reporting system and 
its findings will be periodically reviewed by the board. 
Also, management actively supports CR.A training of 
personnel through the use of videos and oral 
presentations. 

The board has adopted an expanded CRA statement which 
fairly represents the bank's CRA performance. 

!!. ~.ARKETING A.J.~D TYPES OF CREDIT OFFERED AND EXTENDED 

Assessment Factor B - The extent of the institution's 
marketing and special credit-related programs to make 
members of the community aware of the credit ser-~ices 
offered_ by the institution. 

(Conclusion/Support): 

KBA has developed several special credit-related products 
to meet the needs of its community. These include the 
Cash for Contracts program designed to cash-out sellers of 
non-conforming properties, a program to purchase 
receivables from a hospital located in Fairbank and the 
Community Home Improvement and Rehabilitation Program to 
aid low-income home owners. Further, KBA is actively 
involved in a guarantee/grant program instituted by the 
Bureau of Indian Affairs which benefits the native Alaskan 
community. 

KBA utilizas all conventional media ava11able to advertise 
state-wide and in the various communities served by the 
bank. This includes television, radio, and newspaper 
advertisements as well as statement

0

stuffers and 
advertisements in bulletins and programs at various civic 
and ethnic functions. However, since almost all of KBA's 
advertising is general in nature and does not specifically 
identify loan products or credit progra~s. the bank's 
marketing efforts do not fully inform its community about 
available credit programs 
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In addition to conventional advertising, KBA has 
instituted an extensive officer call program. This 
includes bi-annual visits to isolated native communities 
throughout Alaska. In Southeast Alaska, branch employees 
fly to Saxman, Metlakatla, Kaasan, Hoonah, Kake, Haines, 
and Skagway. In the Interior of Alaska the communities of 
Healy, Nenana, Delta, North Pole, Two Rivers, Circle, 
Manley, Minto, Tok, and Paxon are called on by bank 
personnel. During these visits community needs are 
assessed and bank credit and deposit products are 
marketed. 

To market its loan and deposit facilities to Alaska's 
Korean community KBA has hired a business 
development/lending Qfficer of Korean descent. This 
employee speaks fluent Korean, has close ties to 
Anchorage's substantial Korean population, and has enabled 
the bank to have a significant presence in this community. 

Assessment Factor I - The institution's origination of 
residential mortgage loans, housing rehabilitation loans, 
home improvement loans, and small business or small farm 
loans within its community, or the purchase of such loans 
originated in its community. 

(Conclusion/Support): 

Management estimates between sixty and seventy percent, by 
dollar volume, of commercial loans are made to small 
businesses with twenty employees or less. Further, a 
significant number of large commercial loans made by KBA 
have been made to native corporations which benefit the 
Alaskan natives. Almost all of the bank's loans have been 
made within its delineated community. 

During 1991, KBA originated a substantial volume of 
mortgage loans, some of which were kept for its loan 
portfolio, while others were sold on the secondary 
market. Further, the bank purchased a similar amount in 
Alaska mortgage loans from the Alaska Permanent Fund 
during this period. Purchases from this source and other 
State Agenci~s is expected to continue and increase during 
1992 and into the future. 

The bank has instituted an innovative loan program called 
Cash for Contracts in the Fairbanks community. This 
program was started because Fairbanks has a large number 
of homes that are considered non-conforming for secondary 
market purposes because certain construction or 
downpayment criteria have not been met. Since ordinary 
financing is not available for these properties, sellers 
are unable to cash-out of these homes and instead carry 
long-term contracts. To cash-out.these property owners, 
the bank purchases real estate contracts at a discount and 
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then offers the contract payer a conventional mortgage 
with a lower loan balance than owed on the original real 
estate contract. This is possible because the discount 
paid when purchasing the contract creates significant 
equity for KBA which can be shared with the purchaser to 
create adequate loan to value. The loan can then be sold 
on the secondary market if other secondary market criteria 
are met. If the resulting loan does not fulfill all 
necessary secondary market criteria, the bank ~etains the 
loans. This product aids sellers of properties who want 
cash rather than long-term income and helps buyers by 
reducing note balances and creating equity. 

Assessment Factor J - The institution's participation in 
governmentally-insured, guaranteed or subsidized loan 
programs for housing, small businesses, or small farms. 

(Conclusion/Support): 

KBA is involved in numerous federal and state insured or 
gUAranteed programs for housing and small businesses. The 
bank is the third largest SBA lender and only one of two 
lenders with SBA preferred lender status in Alaska. The 
bank participates in a loan guarantee program sponsored by 
the Bureau of Indian Affairs to serve its native Alaskan 
customers and also participates in the more conventional 
g-.iaranteed or insured programs of the FmHA, FHA, VA, 
nil.MC , and F?il'iA. 

KBA's participation in Alaska State programs is 
signiffcant. The Alaska Industrial Development and Export 
Authority guarantees a substantial amount of the bank's 
commercial loans. Further the bank participates in loan 
guarantee and insurance programs offered by the Alaska 
Housing Corp., State of Alaska Department of Regional and 
Commercial Affairs, and the State of Alaska's REO Sales 
group. 

r 
III. GEOGRAPHIC DISTRIBUTION AND RECORD OF OPENING AND CLOSING 

OFFICES 

Reasonableness of Delineated Community 

(Conclusion/Support): 

KBA's community delineation is vague. No complete 
description of the delineated co~u~unity exists in the 1991 
CRA Statement. rather a listing of the bank's branches and 
the communities and boroughs served by _these branches is 
noted along with a map of the State of Alaska with branch 
communities emphasized. This does not adequately 
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delineate the community served by the bank. In previous 
CRA Statements the entire Stace of Alaska was considered 
KBA's delineated community. The current broad and vague 
delineation is not descriptive enough to provide for 
adequate market planning, penetration, and performance 
review as required by CRA. 

Assessment Factor E - The geographic distribution of the 
institution's credit extensions, credit applications, and 
credit denials. 

(Conclusion/Support): 

KBA's analysis of credit applications, extensions, and 
denials reflects reasonable penetration into all 
communities served by the bank. It is noted that the bank 
has been active in development and redevelopment projects 
in low-income areas in Anchorage which includes loans to 
rehabilitate low-income housing and minority owned small 
businesses. Particularly strong market penetration is 
noted in many parts of rural Alaska. 

Assessment Factor G - The institution's record of opening 
and closing offices and providing services at offices. 

(Conclusion/Support): 

The bank has 21 branches located throughout Alaska. The 
branches located in Hoonah, Yakatat, and Unalaska are the 
only banking facilities in those communities. Further, 
the Klawok branch is one of only two banking facilities 
located on Prince of Wales Island. Each of the bank's 
branches is a full service office and is reasonably 
accessible to all segments of the community. Management 
has plans to locate a new branch in East Anchorage which 
is nearer the low-income areas of Anchorage to better 
serve that population. Business hours are reviewed 
periodically to assure accommodation to the public. 

IV. DISCRIMINATION AND OTHER ILLEGAL CREDIT PRACTICES 

Assessment Factor D - Any practices intended to discourage 
applications for types of credit set forth in the 
institution's CRA Statement(s). • 

(Conclusion/Suppor~): 

Management solicits applications f~om all segments of its 
local community. The board of directors and· senior 
management effectively assures the absence of illegal 
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discouragement and prescreening of applicants through its 
policies, procedures and training programs This 
examination did not disclose any practices which would 
discourage applicants. 

Assessment Factor F - Evidence of prohibited 
discriminatory or other illegal credit practices. 

(Conclusion/Support): 

This examination revealed no evidence of noncompliance 
with provisions of the anti-discrimination laws and 
regulations. 

V, COMMUNITY DEVELOPMENT 

Assessment Factor H - The institution's participation, 
including investments, in local community development and 
redevelopment projects or programs. 

(Conclusion/Sunpor~): 

KBA has participated in a number of development and 
redevelopment programs throughout Alaska. Bank officers 
have served on economic development councils located in 
Anchorage, Fairbanks, Juneau, Kenai, Dillingham, and 
Kodiak Alaska. Permanent and interim financing have been 
provided for projects associated with municipal, native, 
and private organizations. In conjunction with an 
Anchorage neighborhood housing concern, the bank has been 
involved in numerous rehabilitation projects in low-income 
areas of Anchorage to rehabilitate or improve low-income 
housing. Further, KBA has provided financing for 
low-income housing construction in Barrow in conjunction 
with a native Alaskan corporation and is currently 
negotiating to finance low-income housing in conjunction 
with municipalities and private groups in Southeast and 
Interior Alaska . 

. 
KBA and its officers have worked closely with native 
corporations throughout Alaska to provide commercial 
credit and loans to facilitate social programs. This 
includes financing land settlement and logging operations 
for various tribal corporations in t:jle Kenai and Southeast 
Alaska regions. Currently, KBA has loans outstanding to 
native corporations for school, utility, and hospital 
construction. 

KBA's involvement with private organizations. throughout 
Alaska has resulted in development of a large 
transportation and hospitality site in Anchorage, improved 
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channel and dock facilities in Seward, exploratory 
development of mining projects in Southeast Alaska, power 
plant purchase in Galena, hospital and utility expansion 
in Yasilla, and other smaller development projects located 
throughout Alaska. 

KBA officers have served on several advisory committees 
and task forces aimed at encouraging small, minority and 
disadvantaged businesses. 

As of December 31, 1991, investment in securities issued 
by states and political subdivisions totalled $26,471,000 
of which $6,980,000 were issued by the State of Alaska or 
its municipalities. 

Assessment Factor K - The institution's ability to meet 
various community credit needs based on its financial 
condition and size, legal impediments, local economic 
conditions and other factors. 

(Conclusion/Support): 

The bank's financial condition and size, legal 
impediments, and local economic conditions do not 
generally restrict the bank's ability to meet various 
community credit needs. Overall, it appears that the bank 
has been able to offer a wide range of financial products 
to meet its communities' credit needs on a continuing 
basis. 

Assessment Factor L - Any other factors that, in the 
regulatory authority's judgment, reasonably bear upon the 
extent to which an institution is helping to meet the 
credit needs of its entire community. 

(Conclusion/Support): 

KBA and other lending institutions have formed a 
non-profit organization whose goal is to foster education, 
development, growth, and expansion of small businesses in 
Alaska and to more efficiently coordinate and combine 
public/private assistance to small businesses. This 
organization has contacts at all banks in Anchorage and 
has sponsored a small business development center and 
resource directory at an Anchorage university. This 
center provides resources to small business owners or 
potential owners including aid in preparation of business 
plans and development of financial packages. 

The bank has provided training for members of non-profit 
organizations involved with low-income housing in the 
Anchorage area. Further, senior officers of the bank have 
provided advice/assistance regarding Alaskan banking and 
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credit issues for the BIA and the State of Alaska House of 
Representatives. A bank officer sits on the Alaska State 
Housing Authority board which approves tax credits for 
low- and moderate-income income properties. 

The bank provides low cost deposit services for senior 
citizens and has reduced merchant credit-card account fees 
for Korean. businesses associated with the Korean Chamber 
of Commerce. 

Since 1990, KBA has closed almost all of its facilities 
for 1/2 day per year and has donated that time to various 
community-help programs. With over 400 employees 
participating in this program, some 1600 hours of 
community service was performed during the 1991 program. 
This program was responsible for construction to aid the 
handicapped, painted and cleaned facilities of several 
organizations helping the homeless, helped food banks, and 
performed a variety of tasks for other non-profit 
organizations. 
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A Message from 
the Ctiairman 

Dear Fellow Alaskan, 

When the Community Reinvestment Act was introduced in 1977, 
NBA already had many years of practical experience in identifying 
and meeting diverse community credit and financial needs for 
residents throughout Aiaska. This brochuie concentmtes on National 
Bank of Alaska activities that directly relate to understanding and 
r~snonrlinn tn tho l"rorlit neenc- nf th9 ,..,...,...,,.,..,U,..i+ieS .. ,e S'"''""e '"'e 
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are committed to affirmative programs to assist low- and moderate­
income groups, ethnic communities, and small businesses in 
addressing their needs for housing and economic development. 

Over 30 years ago, we established our first community Advisory 
Board to enhance communication and to enable the bank to be of 
greater service to the community. Since then, we have developed a 
network of 25 advisory boards in major communities throughout the 
state (and in Seattle). The staff of NBA keeps informed about 
activities and issues in their respective communities through periodic 
meetings with advisory board members, active participation in 
civic, community and business associations, and regular contact 
with customers, residents, and community leaders. 

National Bank of Alaska is proud of our role as a leading corporate 
citizen in the state of Alaska; and as such, we believe strongly in 
knowing local communities, participating in community activities 
and being sensitive to local credit needs. We will continue to pro­
mote and participate in activities that enhance the welfare and 
development of the communities we serve. 'vVe welcome your 
comments and suggestions. 

Sincerely, 

r,//~~ 
~ P. /£~ 
Edward B. Rasmuson 
Chairman 
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We consider the whole state to be our 
service area for deposits, loans, and our 
other financiai services. 
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Philosophy 
Statement 

Today we 
have 25 

community 
advisory 

boards 
throughout 

the state and 
in Seattle. 

National Bank of Alaska opened 
its first office in 1916. Over the 
years we have grown to a major 
regional bank with headquarters 
in Anchorage. NBA presently 
maintains more than 50 branches 
in 29 Alaska communities, as 
well as an office in Seattle. 

When the Community Rein­
vestment Act (CAA) was intro­
duced in 1977, NBA already had 
many years of participation and 
practical experience at all levels 
of the bank - from the board­
room to branch offices - in 
identifying and meeting diverse 
community credit and financial 
needs for residents of communi­
ties throughout the state. Thirty 
years ago we established our 
first community Advisory Board 
to enhance communication with 
the local population and to 
enable the bank to be of greater 
service to the community. To­
day we have 25 community 
advisory boards throughout the 
state and in Seattle. 

The staff of NBA welcomes 
applications for credit from all 
individuals, businesses, and 
organizations throughout Alaska. 
We consider the whole state to 
be our service area for deposits, 
loans, and our other financial 
services; although we do not 
have branches in some commu­
nities, customers' needs can be 
met through our branch network 
and many electronic services. 
This bank is part of the commu­
nity and, as such, NBA recog-
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nizes it is a corporate responsi­
bility, as well as a sound busi­
ness practice, to determine and 
help meet legitimate credit and 
financial needs. By doing so, 
NBA contributes to the general 
economic health of the commu­
nity, which in turn creates ex­
panded job opportunities and an 
improved quality of life. 

It is firm policy at NBA to offer 
loans for worthwhile purposes on 
fair and equitable terms to all 
credit worthy borrowers without 
discrimination as to race, color, 
religion, national origin, gender, 
marital status, family status, age, 
the presence of any physical, 
mental or sensory handicap, or 
the fact that the applicant may 
have in good faith exercised rights 
under the Consumer Protection 
Act (provided the applicant has 
the capacity to enter into a bind­
ing contract). NBA welcomes 
your credit request. However, we 
do have a standard, and this 
standard is applicable to all 
borrowers: that the borrower in 
good faith intends to repay the 
loan in accordance with credit 
terms and demonstrates an 
ability to do so. As a source of 
repayment, income derived in 
whole or in part from public 
assistance programs is given 
full weight, together with all 
other sources of income. 

Regardless of a person's in­
come level, be it low-, moderate­
or high-income, the borrower's 
ability to repay the loan is a pri-



(continued ) 

mary consideration in our deci­
sion to extend credit. The man­
agement and staff of National 
Bank of Alaska are committed 
to making prudent credit deci­
sions. We do not want to place 
any customer in any community 
we serve in a position of personal 
financial risk by making a loan 
that may exceed the borrower's 
ability to repay his/her obliga­
tions. 

Where loans are secured by 
residential or other real property, 
fair market vaiue is an additionai 
consideration; NBA does not 
discriminate against any neigh­
borhood. The staff of this bank 
acknowledge a responsibility to 
adhere to and carry out this 
fundamental policy. 

The assessment of credit needs 
throughout the state of Alaska is 
an ongoing prncess at National 
Bank of Alaska. Our board of 
directors, senior management, 
officers and staff are actively in­
volved in this process. The most 
important sources of information 
for us are the many comments 
and suggestions we receive from 
our customers. Other important 
sources of information used to 
determine community credit 
needs include regular contact 
with community and business 
leaders throughout the state; 
active participation in civic, 
business and community asso.­
ciations; and market researr.h. 
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In response to community 
needs, NBA offers loan programs 
for mortgage, home improve­
ment, second mortgage/equity, 
mobile home, consumer, small 
business, government entity and 
commercial/industrial loans, as 
well as lease financing. The 
bank works with various govern­
ment agencies (including the 
Small Business Administration, 
the Nationai Marine Fisheries 
Service, the Farm Home Admin­
istration and the Bureau of 
indian Affairs) to provide credit 
when it may not be readiiy 
available. Loans made in coop­
eration with these agencies 
provide essential financing to 
many types of businesses. (In 
1990, based on 10 years activ­
ity, the U.S. Small Business 
Administration recognized f'..JB,~ 
as the highest volume guaran­
teed loan participant in Alaska.) 

National Bank of Alaska is 
proud of its role as a leading 
corporate citizen in the state of 
Alaska. In addition to addressing 
community financial needs, NBA 
recognizes the importance of 
committing time and resources 
to address a broad spectrum of 
human and community needs. 
We will continue to promote and 
participate in charitable contri­
bution, volunteer and educa­
tional programs that enhance 
the welfare and development of 
the communities we serve. 



Determining 
Community 

Credit Needs 

Determining the needs for finan­
cial and credit services is an on­
going process at National Bank 
of Alaska. Our board of directors, 
senior management, officers and 
staff are actively involved in this 
process through regular contact 
with community and business 
leaders throughout the state; 
active participation in nearly 
1,000 civic, business and com­
munity associations; and market 
research. 

Another important source of 
information for us is the many 
comments and suggestions we 
receive from our customers. 
These comments come in many 
forms, including personal con­
versations, letters and a com­
ment brochure. The "Your Opin­
ion, Please" brochure is available 
in all of our facilities and enables 
customers or members of the 
community to tell us how we are 
doing in meeting their financial 
needs and expectations. 

We also rely heavily on the 25 
community advisory boards we 
have throughout the state and in 
Seattle. These advisory boards 
provide an additional means for 
branch managers and other staff 
to communicate with local com­
munity members and identify 
services needed in the commu­
nity. They are an important link 
in our assessment of community 
credit and financial needs. 

Beyond these informal meth­
ods of determining needs, man­
agers in all NBA communities 
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complete formal needs assess­
ments. All of this information is 
analyzed by senior manage­
ment and recommendations are 
formulated and approved by the 
NBA board of directors. NBA 
has also contracted with a 
research consultant to conduct 
focus group sessions regarding 
the credit needs in our Anchorage 
market. This research will be 
repeated annually to ensure that 
we continue to identify and 
respond to these needs. 

Here are some highlights of 
our efforts to determine commu­
nity needs: 
• Senior management involve­
ment - branch administrators 
and senior officers are available 
for customers to comment and 
offer advice on financial ser­
vices. They are active in their 
community and travel through­
out the state frequently to meet 
with community and business 
leaders, branch staff and advi­
sory board members. This 
provides a critical link to the 
needs in each community. It is 
the policy of NBA not to screen 
calls to executives of the bank. 
• Advisory Board meetings -
the 25 community advisory 
boards meet monthly with branch 
staff to review community is­
sues and needs to provide 
feedback on branch activities. 
• Employee volunteer involve­
ment - over 70% of NBA 
employees are involved in their 
communities through volunteer 
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efforts or membership in nearly 
1 ,000 local organizations. 
Through these organizations 
NBA employees learn informally 
about our communities, the 

• people, and their banking 
needs. Some examples of 
organizations and efforts sup­
ported by NBA employees are: 

• Society, civic and community 
organizations such as local 
Chambers of Commerce and 
Alaska Rural Development 
Organizations (ARDORs) 
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• Business and professional 
organizations 

• Youth programs 
• Sports programs 
• Educational organizations 

and events 
• Arts and cultural events and 

organizations 
• Churches and religious orga­

nizations 
• Customer - we believe the 
most effective way to learn 
about community financial 
needs is to listen and respond to 
customer comments. In addition 
to customer letters and verbal 
------·- "-.IOAI- nv-••• ~-:-1..,VIIIIIICI IL;), l'I Of"\;) I VUI Vt.Ill 1-

ion, Please" comment form 
available for customers in everv 

~ 

branch and department. The 
postage-paid form is addressed 
to Ed Rasmuson, Chairman of 
the Board. He reads each form 
as it arrives, sends a letter of 
response and forwards the 
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comments to appropriate staff 
for action. A monthly report 
describes the comments and 
identifies the action taken. 
• Participation in community 
councils - bank officers are 
assigned to each community 
council and regularly attend 
meetings to interact with com­
munity members and identify 
financial needs. 
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NBA jointly sponsored six focus 
group sessions in Anchorage in 
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services. These studies vvere 
helpful in identifying geneml 
attitudes and needs. We intend 
to repeat these activities annu­
ally. 
• Customer service survey - a 
representative sample of Anchor­
age residents is surveyed on a 
regular basis to determine the 
perceived quality of service pro­
vided by the bank. Respondents 
also offer suggestions for im­
provements to banking services. 
• Customer Service Depart­
ment - this department re­
sponds to customer questions 
and resoives customer probiems. 
The department handles ap­
proximately 30,000 calls per 
month. In addition, representa­
tives regularly call new custom­
ers to assess how well NBA is 
meeting each customer's expec­
tations. Monthly reports are 
provided to senior management. 



Some of the methods NBA uses to 
determine how well credit needs are 
being met include calling customers 
who open accounts and monitoring 
customer comments. 

We appreciate your Input ... 
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Meeting 
Community 

Credit Needs 

With extensive branch and 
ATM networks, and numerous 
electronic services, National 
Bank of Alaska offers a wide 
array of credit and other finan­
cial services to meet community 
needs throughout the state. In 
addition to traditional deposit 
and lending services, we offer 
trust and investment services, 
escrow and contract collections, 
1,.,.,..,.;n,.. , ... +,.. ........ +; ..... ..,.,,,1 ...,.,,,..,irinn 
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debit point of sale, cash man­
agement services, merchant 
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We offer several specific bank 
products and services to meet 
the diverse needs of residents 
of Alaska: 
• Basic accounts - the bank 
offers a number of different types 
of accounts. Among them are 
three that specifically meet the 
needs of senior citizens and 
low- to moderate- income cus­
tomers: 

• Basic Checking - our 
basic checking account is a low­
cost, non-interest bearing 
checking account designed for 
those who only make a few 
transactions a month. it has the 
lowest maintenance fee of all 
our checking programs. 

• Senior Citizen Checking -
for customers age 60 and older, 
we offer a non-interest bearing 
checking account without a 
monthly maintenance fee. 

• Care Free Checking - this is 
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an all purpose, non-interest 
bearing account with a low 
maintenance fee. Customers 
who maintain a minimum 
monthly balance of $1,000 
qualify for waiver of monthly 
maintenance fee. 
• Notary service - we provide 
notary service to customers free 
of charge at most NBA branches. 
Non-customers are charged a 
nominal fee for this service, 
• Customer Convenience Card 
- this identification document is 
ic::c::11Arl ::it no cnst as a service to 
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branches in those areas. The 
purpose is to provide the cus­
tomer with a primary identifica­
tion credential suitable for trans­
acting business at NBA. 
• Savings Coupon Plan - this 
program encourages customers 
to build savings balances for 
specific purposes, such as a 
vacation or a down payment on 
a home. It was developed and 
piloted in our Barrow Branch 
and was introduced in all 
branches in 1992. 
• Settlement Trusts - the 
1971 Alaska Native Claims 
<'-.,..19---• I\-+ I I\ t..lf""C I\\ ,.,.,..,. 
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amended in 1987 to allow the 
12 regionai and over 200 village 
Native corporations to establish 
settlement trusts to "promote 
the health, education and wei­
fare of its beneficiaries and 
preserve the heritage and cul­
ture of Natives." NBA developed 
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a program to specifically imple­
ment the settlement trust provi­
sion and has established several 
trusts for Native corporations. 
• Extensive branch and ATM 
network - we meet the needs 
of most major communities in 
Alaska through our 52 branch 
locations and 59 automated 
teller machines (ATMs). NBA 
was the first bank to offer an 
extensive A TM product in 
Alaska. 
• Bank by Mail envelopes -
these postage paid envelopes 
are useful for customers who 
don't live or work near one of 
our branches. Many of these 
areas are not connected to the 
statewide road system. 
• Toll-free number for cus­
tomer service - we offer 
statewide 800 numbers so that 
customers throughout the state 
can speak to a customer service 
representative or transact busi­
ness through our automated 
account information line. 
• Telephone Device for the 
Deaf - this interactive system 
ensures that our services are 
accessible to hearing impaired 
Alaska residents. 

We are particularly proud of 
the extensive lending programs 
at NBA. NBA offers loans for 
mortgage, home improvement, 
second mortgage/equity, mobile 
home, consumer, small busi­
nesses, government- entities and 
commercial/industrial enter-
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prises, as well as lease financing. 
We have a high level of partici­
pation in governmentally in­
sured, guaranteed or subsidized 
programs and we participate in 
several community lending 
programs to provide credit when 
it may not be readily available. 
Loans made in cooperation with 
these agencies provide essen­
tial financing to consumers and 
many types of businesses. NBA 
is proud to offer the following 
credit services: 
• Mortgage loans - to finance 
the purchase of residential 
property or for other appropriate 
purposes. Several types of 
mortgage loan programs with 
differing characteristics are 
available: Fannie Mae and 
Freddie Mac, Federal Housing 
Administration (FHA), Farmers 
Home Administration (FmHA), 
Veterans Association (VA), 
Alaska Housing Finance Corpo­
ration (AHFC), the Department 
of Community and Regional 
Affairs (DCRA) and other pro­
grams unique to the state of 
Alaska, as well as conventional 
loans. We also have two portfo­
lio programs: the Adjustable 
Rate Mortgage (ARM) Plan Ill 
and a fixed rate program which 
has been used mainly for con­
dominium loans in projects where 
other financing is not available. 

Some state and federal pro­
grams are especially important 
in meeting the needs of low-
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and moderate-income borrowers 
and those in rural areas; those 
programs include AHFC's First 
Time Homebuyer program, 
Homeowners Assistance fund, 
Veterans Mortgage Program, 
Mobile Home Program and 
Multi-Family Program; all DCRA 
programs; FHA insured loans; 
VA guaranteed loans; and the 
Farmers Home Guaranty pro­
gram. 
• Home improvement loans -
for the purpose of making re­
pairs or impmvements to resi­
dentiai property. These loans 
may be secured by a first or 
second mortgage on the resi­
dential property. 
• A second mortgage loan -
loans based on the equity in a 
personal residence. 
• Financing for mobile homes 
- The Alaska Housing Finance 
Corporation program is supple­
mented by direct lending. These 
programs often provide rela­
tively low-cost housing. 
• Consumer loans - for the 
purpose of financing consumer 
needs with a wide variety of 
repayment schedules. Three 
general types of consumer ioans 
are available: direct to the 
applicant, indirect through various 
dealers, and direct issuance of 
Classic and Gold Visa cards. 

Direct programs include 
financing for new autos, light 
trucks and motorcycles, used 
autos and light trucks, mobile 
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homes, pleasure boats and 
other chattels. We also offer 
lines of credit, secured loans, 
and unsecured loans. In several 
of these programs, entry level 
borrowers may substitute per­
sonal references and an inter­
view for lack of credit with all 
other credit criteria adhering to 
bank policy. 

Indirect loans are offered for 
autos and light trucks; marine 
craft and some equipment, 
motorhomes and travel trailers, 
new motorcycles, snowmobiies, 
ATVs, jet skis, utility vehicles, 
computers, pianos, and mobile 
homes. NBA offers a first-time 
borrower program for use by 
individuals who are just entering 
the credit market and wish to 
purchase an automobile. 
• Loan By Phone - this pro­
gram allows customers to utilize 
a statewide phone number to 
apply for a personal loan or Visa 
card. A 24 hour response time is 
guaranteed. Closing is sched­
uled at any branch selected by 
the customer. 
• Small business loans - to 
assist in acquiring, expanding, 
or financing the operation of 
small businesses. 
• Commercial or industrial 
loans - to provide the financial 
needs of larger business con­
cerns. We provide iines of 
credit, term loans, equipment 
leasing, accounts receivable 
and inventory financing, vehicle 
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floor planning, letters of credit, 
real estate loans, and interim 
construction loans on commer­
cial and multi-family projects, to 
owner/builders and developers 
for single-family homes, and for 
various commercial purposes. 
Several types of commercial 
loan programs with differing 
characteristics are available: 
Small Business Administration, 
Farmers Home Administration, 
Department of Community and 
Rural Affairs, Bureau of Indian 
Affairs Guarantee Loan Program, 
and the Alaska Industrial Devel­
opment and Export Authority. (In 
1990, the U.S. Small Business 
Administration recognized NBA 
as the highest volume guaran­
teed loan participant in Alaska, 
based on 10 years of activity.) 
• Public entity loans - such 
as tax anticipation notes and 
special improvement tax antici­
pation bonds to villages, cities, 
municipalities and boroughs. 
• Assistance to community 
organizations - particularly 
those which provide educational 
information about loans (i.e. the 
Small Business Development 
Center, SBA, etc.) 
• Educational seminars - on 
types of lending programs 
available through NBA, how to 
qualify for and obtain a mortgage 
loan, obtaining a consumer loan 
and maintaining good credit, 
Financial Management for the 
closely Held Business, etc. 
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• Community educational 
activities - by bank officers, 
including trips to outlying com­
munities to present information 
about lending and other bank 
programs and presentations to 
schools and other organizations. 
• Educational materials -
such as the NBA brochure, 
"Your Guide to Small Business 
Loans," miscellaneous flyers, 
and an informational packet for 
small businesses Uoint effort 
with other banks through the 
"Bankers Fostering Enterprise" 
organization). 



Communicating 
Our Products 
and Services 

National Bank of Alaska's 
marketing and advertising 
campaigns are directed to 
residents throughout the state. 
We use a variety of media to 
inform and educate people, 
including television, radio and 
newspaper advertising, informa­
tional articles in newspapers 
and newsletters, speeches to 
community organizations, bro­
chures, educational workshops, 
and sponsorships and educa­
tional materials. 

Eac;h major c;ampaign is c;are­
fuiiy taiiored to reach the great­
est peicentage of the audience 
in our primary market areas. 
This entails using a variety of 
media since the state is made 
up of diverse geographic regions 
and peoples (we have produced 
ads and sponsorship taglines in 
other languages during some 
campaigns). A typical campaign 
would include television adver­
tising (including spots on the 
Rural Alaska Television Net­
work), radio advertising on sta­
tions with the greatest reach in 
major communities, and news­
paper advertising in the large 
daily and local weekly news­
papers. This would be supple­
mented by informational news 
releases and articles in news­
letters, brochures and other 
outreach activities depending on 
the nature of the campaign. _ 

In addition to major cam­
paigns, the bank's marketing 
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department works with branch 
managers and staff to customize 
small campaigns in local com­
munities. These are typically 
focused efforts such as local 
newspaper advertising or promo­
tion of community workshops. 

Here are a few highlights of 
other marketing activities: 
• Educational seminars and 
workshops - the bank offers 
workshops on consumer ioans, 
mortgage loans, small business 
concerns (Financial Manage­
ment for the Closely Held Busi­
ness), individuai Retirement 
Accounts and other topics. 
• Community sponsorships -
in conjunction with community 
organizations, NBA provides 
networking and educational 
forums for small businesses, 
people seeking consumer or 
mortgage loans, women in busi­
ness and many other concerns. 
• Outreach to schools and 
community organizations -
NBA officers frequently speak to 
schools, villages, and commu­
nity organizations about finan­
cial services and credit. 
• Brochures - we offer a 
variety of topical brochures in 
addition to fee schedules and 
brochures covering iegulatory 
subjects. We continue to devel­
op educational brochures such 
as "Your Guide to Sma!! Busi­
ness Credit." 
• Business Cache -this quar­
terly newsletter was developed 



in 1991 to provide a communi­
cation network and educational 
forum for small businesses in 
rural Alaska. The Corporate 
Relations staff work with local, 
state and federal agencies in 
the fields of economics, small 
business development and 
education to compile articles of 
interest to rural small busi­
nesses. 

A sampling of the printed materials NBA 
produces to communicate information 
about products and services. 
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Participating in 
the Community 

National Bank of Alaska 
believes strongly in supporting 
non-profit organizations through­
out the state. Each of the 28 
Alaska communities in which we 
have branches has unique needs 
which we support through cor­
porate contributions, employee 
involvement and community­
minded management. 

In recognition of these efforts, 
community organizations have 
nominated and awarded several 
honors to the bank, including: 
• 1989 Outstanding Corporate 
Grantmaker, the Aiaska Chapter 
of the National Society of Fund­
raising Executives 
• 1990 and 1991 Mishka 
Award, Alaska Business of 
the Year, Make It Alaskan, Inc. 
• 1991 Best Managed Busi­
ness, University of Alaska 
Anchorage School of Business 
• Award of Excellence (ongo­
ing yearly award), United Way 
of Anchorage 

NBA's annual contributions 
budget of over $500,000 pro­
vides support for a variety of 
organizations, events and pro­
grams, including those in health 
and social services, arts, youth 
services, sports, culture, educa­
tion, and civic and community 
activities. Following is a sam­
pling of the organizations that 
receive grants and contributions 
from National Bank of Alaska: 
Community Development 
• Resource Development Coun­

cil of Alaska 
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• Anchorage Neighborhood 
Housing Services 

• Mountain View Community 
Council 

• Alaska Rural Development 
Organizations (ARDORs) 

• Chambers of Commerce 
• Downtown business associations 
• University of Alaska Small 

Business Development Center 
• Bankers Fostering Enterprise 

Development 
• Make It Alaskan, Inc. 
• Alaska Municipal League 
• Aiaska Visitors Association, 

Aiaska Miners Association 
and other trade groups 

• Rural Small Business Confer­
ence 

Education 
• Alaska Hugh O'Brien Youth 

Leadership Seminars 
• American ,A,cademy of 

Achievement 
• Junior Achievement of Alaska 
• Alaska Council on Economic 

Education 
• Bootstraps of America 
• Alaska Science and 

Engineering Fair 
• Native Youth Entrepreneurial 

Project 
• Universities, colleges and 

public schools throughout the 
state 

• Scholarships through univer­
sities and Native corporations 
Public broadcast programming 

• Internship programs 
Health and Social Services 
• United Way agencies 
• American Cancer Society 



... 

ti 

11 
I ., 
~ 

Right: The bank participates in 
numerous trade shows and 
community events, including the 
Rural Small Business Confer­
ence, a forum for identifying and 
meeting the unique needs of 
businesses in rural Alaska. 

• American Lung Association of 
Alaska 

• Food Bank of Alaska 
• Pioneer Homes 
• Community non-profit organi-

zations 
Culture and Arts 
• Museums 
• Concert associations 

Arts councils 
• Symphonies 
• Theatre 
• Dance 

Culture preservation 

Right: NBA presented six video cameras to 
the Mountain View Community Council to 
assist with neighborhood crime patrols. 
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Below: Many employees throughout the 
state participate in Junior Achievement 
activities, such as classroom consulting on 
business topics. A few of the Anchorage 
participants are pictured here with their 
awards. 



Community Reinvestment Act Notice 

The federal Community Reinvestment Act (CAA) requires the Comp­
troller of the Currency to evaluate our performance in helping to meet 
the credit needs of this community, and to take this evaluation into 
account when the Comptroller decides on certain applications submit­
ted by us. Your involvement is encouraged. 

You should know that: 

• You may obtain our current CRA statement in this office. 

• You may send signed, written comments about oui CRA statement(s) 
or performance in helping to meet community credit needs to National 
Bank of Aiaska, CAA Officei, P.O. Box 100600, Anchorage, Alaska 
99510-0600, and to the Deputy Comptroller, 50 Freemont Street, Suite 
3900, San Francisco, California 94105. Your letter, together with any 
response by us, may be made public. 

• You may !oak at a file of all signed, written comments received by us 
within the past two years, any responses we have made to the com­
ments, and all CRA statements in effect during the past two years at 
our office at 301 West Northern Lights Boulevaid, Anchorage, Alaska. 
You also may look at the file about this community at this office. 

• You may obtain the public section of our most recent CAA Perfor­
mance Evaluation, which was prepared by the Office of the Comptroller 
of the Currency at 301 West Northern Lights Boulevard, Anchorage, 
Alaska. 

• You may ask to look at any comments received by the Deputy Comp­
troller. 

• You may also request from the Deputy Comptroller an announcement 
of applications covered by the CAA filed with the Comptroller. 

• We are a subsidiary of National Bancorp of Alaska, a bank holding 
company. You may request from the Federal Reserve Bank of San 
Francisco, 101 Market Street, San Francisco, California 94105, an 
announcement of applications covered by the CAA filed by bank hold­
ing companies. 

NBA Form #00-016-016 
Revised 10/93 
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() 
Comptroller of the Currency 
Administrator of National Banks 

Western District Office 
SO Fremont Street, Suite 3900 
San Francisco, California 94105 

NOTE: 

PUBLIC DISCLOSURE 

COMMUNITY REINVESTMENT ACT PERFORMANCE EVALUATION 
November 13, 1992 

National Bank of Alaska 
Charter Number 14651 

Post Office Box 100600 
Anchorage, Alaska 99510-0600 

This evaluation is not, nor should it be 
construed as, an assessment of the financial 
condition of this institution. The rating 
assigned to this institution does not represent 
an analysis, conclusion or opinion of the 
federal financial supervisory agency concerning 
the safety and soundness of this financial 
institution. 
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GENERAL INFORMAT:tON 

This document is an evaluation of the Community Reinvestment Act 
(CRA) performance of National Bank of Alaska prepared by the 
Office of the Comptroller of the Currency (OCC), the 
institution's supervisory agency. 

The evaluation represents the OCC's current assessment and 
rating of the institution's CRA performance based on an 
examination conducted as of November 13, 1992. It does not 
reflect any <:RA-related activities that may have been initiated 
or discontinued by the institution after the completion of the 
examination. 

The purpose of the Community Reinvestment Act of 1977 (12 U.S.C. 
2901), as amended, is to encourage each financial institution to 
help meet the credit needs of the communities in which it 
operates. The Act requires that in connection with its 
examination of a financial institution, each federal financial 
supervisory agency shall {l} assess the institution's record of 
helping to meet the credit needs of its entire community, 
including low- and moderate-income neighborhoods, consistent 
with safe and sound ocerations of the institution, and (2) take 
that record of perfori'.nance into account when deciding whether to 
approve an application of the institution for a deposit 
facility. 

The Financial Institutions Reform, Recovery and Enforca~ent Act 
of 1989, Pub. L. No. 101-73, amended the CRA to require the 
Agencies to make public certain portions of their CRA 
performance assessments of financial institutions. 

Basis for the Rating 

The assessment of the institution's record takes into account 
its financial capacity and size, legal impediments and local 
economic conditions and demographics, including the competitive 
environment in which it operatesg Assessing the CRA performance 
is a process that does not rely on absolute standards. 
Institutions are not required to adopt specific activities, nor 
to offer specific types or amounts of credit. Each institution 
has considerable flexibility in determining how it can best help 
to meet the credit needs of its entire community. In that 
light, evaluations are based on a review of 12 assessment 
factors, which are grouped together under 5 performance 
categories, as detailed in the following section of this 
evaluation. 
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prSCO'SSION OF INST~TUT~ON'S PERFORMANCE 

Institution's Rating: 

Based on the findings presented below, this institution is 
rated: "Satisfactory Record of Meeting Community Credit 
Needs." 

I. ASCERTAINMENT OF COMMUNITY CREDIT NEEDS 

Assessment Factor A - Activities conducted by tha 
institution to ascertain the credit needs of its 
community, including the extant of the institution's 
efforts to communicate with members of its community 
regarding the credit services being provided by the 
institution. 

The National Bank of Alaska (NBA) uses many methods to 
identify credit needs. Bank methods effectively identify 
needs throughout the entire community, including low- to 
moderate-income areas in both urban and rural locations. 
The bank started a formal credit needs ascertainment 
process in 1992. The process formalized various informal 
methods used previously. NBA's directors, management and 
employees maintain contacts with a wide variety of 
individuals, groups, and organizations. These contacts 
include civic and social groups, native villages and urban 
neighborhoods, small businesses, local and regional 
economic growth groups, and government interest groups. 
These contacts help identify needs for affordable housing, 
small business development, rural economic and industrial 
development, health and education. 

For example, NBA works with the U.S. Department of 
Agriculture {USDA), the Small Business Administration 
(SBA), and the Bureau of Indian Affairs (BIA). State 
contacts include the Alaska Housing Finance Corporation 
(AHFC), the State of Alaska Department of Community and 
Regional Affairs {DCRA), the Alaska Industrial Development 
and Export Authority (AIDEA), and the Alaska Regional 
Development Organizations (ARDOR). NBA works with the 
University of Alaska Small Business Development Centers 
(UA-SBDC) to provide training sessions throughout Alaska. 
NBA sponsors rural candidates in the Entrepreneurship 
Training Program. NBA makes loans to small developing 
rural businesses through this program. 

- 2 -
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NBA has contacts in rural A1aska and works with native 
groups. Bank employees frequently contact native 
corporations like those representing the Arctic S1ope, 
Bering Strait, Doyon, Ahtna, and Sealaska regions. On a 
local level, employees regularly work with native village 
corporations such as those in Kwethluk, Tanana, Barrow, 
Old Harbor, Ounalashka, Shee Atika, and Sitnasuak. NBA is 
working on economic development with the Association of 
Village Council Presidents. 

The Board of Directors actively identifies community 
credit needs. NBA created its first Advisory Board 30 
years ago. The Advisory Boards link the Board of 
Directors and local branch managers with members of the 
community. NBA now has 25 Advisory Boards around the 
state. These boards meet regularly and discuss local. 
economic conditions, branch lending activities, bank 
services, and community involvement. They also suggest 
contacts and potential new business. Attending directors 
and visiting branch managers convey this information to 
the full Board. 

Bank employees attend Anchorage area Community Council 
meetings to learn community credit needs. Bank employees 
do not attend all meetings on a regular basis. However, 
bank management contacts each neighborhood group fer ways 
to help meet local credit needs. Bank management assigned 
individual bank officers to each council in 1992~ 
Assigned officers are responsible for contacting the 
council, identifying credit needs, offering possible 
solutions, and reporting regularly to the Community 
Development Department. • 

Bank manag~~ent uses several marketing sources to identify 
credit needs. They hired outside consultants to conduct 
research projects. The projects use focus groups and 
market surveys. The consultants solicit information from 
senior citizens, minority groups, real estate 
professionals, bank and nonbank customers, low- to 
mode~ate-income residents, and NBA employees. NBA's 
cust~mer service department regularly contacts customers 
to research service levels. The bank continuously gathers 
input from the nYour Opinion Pleasen survey forms. NBA's 
Officer Call Program is another way bank officers learn 
community needs. It includes regular visits to outlying 
rural villages. 

- 3 -
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Bank management has not completed a full analysis of loan 
applications, extensions, and denials. And, collecting 
and analyzing demographics in relation to lending patterns 
is a new process at NBA. Management reviews the Home 
Mortgage Disclosure Act report showing the bank's 
residential lending activity in Anchorage. Management 
also analyzes lending and deposit patterns by zip code. 

Bank management has expanded products and services to meet 
identified needs. They based the product and services 
changes on information from contacts and the lending 
analyses. The 1992 customer survey shows NBA's customer 
profile now closely matches Anchorage demographics. 

NBA offers a wide variety of consumer and commercial loan 
products and services. The products and services are 
flexible enough to help meet many of the identified credit 
needs. Also, the bank participates in government 
sponsored loan programs administered by AHFC, SBA, AIDEA 
and BIA. The bank is also active in loan programs offered 
by nonprofit groups like Anchorage Neighborhood Housing 
Services. 

Bank employees are willing to work with their customers. 
They use nontraditional sources for evaluating credit 
worthiness, offer seasonal installment loans, and provide 
credit training and counseling. The bank also started a 
two-tier credit approval process for consumer and 
residential products. NBA's support for the Fairbanks 
Neighborhood Housing Services and the Tinaa Loan Fund is 
another effort to help meet credit needs. 

NBA's outreach efforts prompted several changes. Bank 
management extended Saturday service hours, started the 
Dealer Loan Program for consumer and small business 
lending, and packaged a new small business loan guide. 
The bank also developed lending seminars for students, 
consumers, small businesses, and home buyers. The 
seminars are presented throughout the state. 

Assessment Factor C - The extent of participation by the 
institution's Board of Directors in formulating the 
institution's policies and reviewing its performance with 
respect to the purposes of the Community Reinvestment Act. 

- 4 -
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NBA's Board of Directors sets policies and oversees the 
CR.A program. In August 1992, the Board approved an 
updated CR.A policy with well-defined goals and 
objectives. Board minutes show little discussion on CRA 
issues until May 1992, when CRA became a detailed monthly 
topic. The board passed several resolutions to strengthen 
CRA efforts and approved changes in loan policies. Other 
bank documentation shows a history of Board CRA 
involvement. 

Several Board traditions help keep its members active in 
the CRA process. The Board discusses Advisory Board and 
branch reports during monthly "Round Table" discussions. 
The board also holds its August meetings in rural 
communities such as Nome/Kotzebue, and Barrow/Prudhoe 
Bay. These meetings allow the Board to meet area 
residents and understand rural conditions. Nearly half of 
the board members live and work outside the Anchorage 
area. Most serve on outlying branch Advisory Boards such 
as in Kodiak, Homer, Fairbanks, Sitka, and Ketchikan. 
Each branch manager reports community activities to the 
full board at least annually. 

The Board devotes sianificant resources to the CRA program 
and has given it high visibility~ During 1992, the Board 
created the Commu..~ity Development Department (CDD) and 
staffed it with a full-time CRA officer and technical 
support: CDD now manages the program and reports to the 
CRA Corrwiittee. This committee managed NBA's CRA process 
until 1992. The committee includes NBA's Fresident and 
officers from Lending (consumer, real estate, commercial, 
and branch), Marketing, Corporate Relations, Data 
Processing, and Personnel. 

Individual directors show an interest in increasing their 
personal involvement in the CRA process. Several 
directors state an interest in joining the CRA Committee. 
Also, individual directors were personally involved in 
starting a "Loan by Phone" program, creating a flexible 
real estate product for financing energy efficient 
extended family dwellings, and lending to a regional 
native health services facility. 

Bank management has not formally assessed CRA 
pPrformance~ Howeverf the Board hired an independent 
consultant to critique NBA's CRA program in early 1992. 
The consultant's brief review helped management identify 
CRA program strengths and weaknesses. The CRA Committee 
used the information to create and implement an action 
plan to improve performance. The remaining actions under 
the action plan include CRA program tests and the 
self-assessment. 

- 5 -
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In September 1992, the Board approved a three step 
self-assessment process. It requires regular performance 
reports by CDD, followed by a comprehensive annual 
review. Internal audit must also perform an independent 
annual review of the CRA process and performance. All 
results must be reported to senior management and the 
Board. 

Although the bank's fair lending tests and lending pattern 
analyses are not complete, bank systems ensure fair 
lending. Management reviews residential real estate 
lending patterns annually. They recently reviewed deposit 
and loan origination distributions. NBA policies and 
executive memoranda strongly support fair lending 
practices. Periodic training is provided. Senior 
management reviews all minority mortgage applications 
before final disposition. Internal Audit regularly tests 
technical compliance with consumer regulations and reports 
findings to the board. 

The CDD has not completed the analysis of credit 
extensions, applications, and denials. The bank has not 
done formal fair lending tests. The data processing group 
enhanced the data processing system so applications and 
denials can be tracked. 

CRA training is adequate to ensure directors, managers and 
employees are aware of their CRA responsibilities. The 
bank maintains video, computer-based, and classroom 
training. New employee orientation programs, regular 
staff meetings, and advisory and formal board meetings 
include CRA sections. Job descriptions and performance 
standards include CRA knowledge and performance criteria. 
NBA's staff demonstrated a good working knowledge of CRA. 

NBA's CRA Statement meets regulatory requirements. The 
CRA Committee expanded the statement to include the bank's 
continuing efforts to ascertain community credit needs, 
activities to help meet those needs, and overall record in 
meeting community credit needs. 

The bank maintains compliance with CRA through compliance 
checklists, compliance management reviews, and branch 
audits. We did not find significant problems during this 
evaluation. 

- 6 -
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II. MARKETING AND TYPES OF CREDIT OFFERED AND EXTENDED 

Assessment Factor B - Tb.a extant of tha institution's 
marketing and spacia1 credit-re1ated programs to make 
members of tha community aware of tha credit sarvicas 
offered by tha institution. 

NBA's marketing and advertising programs adequately inform 
and educate all segments of the community. Senior 
management directs marketing efforts. However, the board 
does not review or approve the program. The marketing 
program uses statewide mass media, inc1uding television, 
radio and newspaper. Local newspaper advertising is 
limited. The bank also uses direct mail, branch lobby 
posters and brochures. The advertising campaigns 
highlight loan products, deposit products and general 
financial services. 

The bank occasionally places advertisements in specialized 
publications. They used bilingual copy in two instances. 
However, the bank does little marketing targeted only to 
low- and moderate-income neighborhoods or minority groups. 

NBA uses workshops, seminars and other specialized 
programs to eduea te t"le cor.-.mlL~i ty. These workshops vary 
from basic banking services to consUmer lending, home 
ownership, and small business se.iuinars. A.~ example is the 
cosponsored "Rural Small Business Conference." The bank 
also uses trade shows to target specific groups. 

The bank assists small businesses, especially in rural 
areas, through special publications. NBA prints the 
•Business Cache• quarterly newsletter to •develop a 
communication network and educational outreach throughout 
rural Alaska fer small businesses.• The bank's brochure, 
"Your Guide to Small Business Credit,• provides plain 
English basics for small business development and 
financing. NBA developed a •small Business Resource 
Directory" with several other local banks and the 
University of Alaska Small Business Development Center. 
The directory includes NBA's small business brochure and 
other resource information. 

The CRA Committee uses informal measures of marketing 
effectiveness. Those measures include input from branch 
managers, Advisory Boards, and ether customer contacts. 
NBA contracts a professional clipping service to retain 
advertising copies. Internal compliance officers review 
all advertising for compliance with laws and regulations. 
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Assessment Factor I - The institution's origination of 
residential mortgage loans, housing rehabilitation loans, 
home improvement loans, and small business or small tai:m 
loans within its community, or the purchase of such loans 
originated in its community. 

Housing and small business loans are two pressing needs 
within the community. The bank actively meets these needs 
through residential mortgage loans, home improvement 
loans, and small business and small farm loans. Most of 
the bank's lending is within the community. 

The bank is one of the largest residential lenders in the 
state. Both NBA and its wholly-owned subsidiary, 
Northland Mortgage Company, make housing loans throughout 
the state. The bank makes most conventional loans for 
sale in the secondary market. Underwriting standards for 
these loans meet the Federal National Mortgage Association 
(FNMA) and Federal Home Loan Mortgage Corporation (FHLMC) 
requirements. 

Bank management designed creative products to meet credit 
needs excluded by the secondary market's underwriting 
standards. They created four home loan products with 
fixed and adjustable rate terms. Management is presently 
marketing these new products throughout the community. 

Bank officers make housing rehabilitation, home 
improvement, and mobile home loans through the direct and 
indirect consumer loan programs. NBA offers a home equity 
line that is often used for home improvement and 
rehabilitation. It is the only bank in the state with 
this product. 

NBA started its Dealer Loan Program to improve access to 
mobile home loan products. The Dealer Banking Department 
electronically processes applications taken at the 
dealership. The mobile home portfolio shows significant 
growth over 1991 levels. 

Management tracks loan volumes and trends in small 
business and farm lending through portfolio totals. The 
totals show NBA is reasonably active in both urban and 
rural areas. Management feels most of their commercial 
lending meets small business and small farm definitions. 
However management cannot accurately track their 
performance in meeting small busin'ess credit needs in 
urban, rural, or low- to moderate-income areas. The bank 
does not track business borrowers by type and size. 

- 8 -
275 



NBA meets small businesses and small farm credit needs 
through commercial and leasing products. NBA also uses 
consumer loan products to meet rural small business 
needs. Loan officers tailor consumer loans to fit 
seasonal income cycles, mostly in rural areas dependent on 
fishing or transfer payments. Consumer loan products 
include installment loans, lines of credit, and credit 
cards. The Dealer Loan Program is also available through 
car, boat, and all terrain vehicle dealers around the 
state. NBA has not set minimum income or loan 
requirements for its consumer loans. 

Bank management is developing a consumer "Loan by Phone" 
program. The program may be operational by 
year-end, 1992. The program will help customers in rural 
or remote areas. 

Assessment Factor J - The institution's participation in 
governmentally-insured, guaranteed or subsidized loan 
programs for housing, small businesses, or small farms. 

The bank actively meets the needs of its community, 
especially in the low- and moderate-income areas, through 
several state and federal goverruTient programs~ Bank 
portfolio trends show increasing participation in these 
programs. 

NBA and Northland Mortgage Company make home loans 
guaranteed under the FHA and VA programs. With low down 
payment requirements and below-market rates, these 
guaranty programs help low- and moderate-income 
borrowers. NBA also underwrites Government National 
Mortgage Association (GNMA} securities backed by Veterans 
Administration (VA)= and Federal Housing Authority 
(FHA)-insured loans. Bank loan volumes are growing in 
these programs. 

The Alaska Housing Finance Corporation (AHFC) is a major 
home loan underwriter. The bank makes a significant 
portion of AHFC loans, including one-third of the First 
Time Homebuyer loans. The bank offers several AHFC 
housing programs, including First Time Homebuyer, 
Homeowners Assistance Fund, Veterans Mortgage and Mobile 
Home Program~ The AHFC programs are more flexible than 
federal programs in accepting unique rural housing 
characteristics. The programs subsidize interest rates or 
payments based on household income levelse NBA is also 
the leading servicer for AHFC loans. 
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NBA also makes loans under Department of Community and 
Regional Affairs, Housing Assistance Division, State of 
Alaska (DCRA) programs. The DCRA purchases loans made in 
areas defined as •rural" by state statute. Program 
standards also consider Alaska's unique rural 
characteristics and seasonal employment. The bank helps 
DCRA lending by servicing over 40% of the DCRA portfolio. 

The Farmers Home Administration (FmHA) started the 
Guaranteed Rural Housing program in 1992, with 
NBA/Northland Mortgage Company as one of the first 
lenders. While the volume of loans made to date is small, 
the bank made 85% of the total. The program benefits 
Alaska's rural communities. 

The bank also meets the needs of small businesses through 
several Federal guaranty programs. NBA is a •certified 
Lender" with the Small Business Administration (SBA). The 
bank continues to be one of the largest participants in 
SBA's programs. Since 1990, NBA has made 32% of all 
Alaska loans guaranteed by the program. The bank made 
more than half of its SBA loans in rural communities. 

NBA is also one of the largest participants in the Alaska 
Industrial Development and Export Authority (AIDEA) 
guaranty program, primarily in underwriting commercial 
real estate projects. The agency is able to offer lower 
interest rates through tax-exempt revenue bond issues. 

NBA participates in loan programs sponsored by the Bureau 
of Indian Affairs (BIA). BIA officials wrote letters 
complimentary of the bank's participation. The BIA 
guarantees loans to people of American Indian or Eskimo 
cultures, and to native corporations. One of NBA's 
largest loans was for a hotel in Ketchikan. The BIA also 
has an interest subsidy program. The program pays a 
portion of the interest to make projects qualify for 
financing. 

The bank participates in the FmHA/Business and Industry 
loan guaranty program. The program benefits rural 
communities with populations less than 25,000. An example 
is a FmHA-guaranteed loan to develop a shopping center. 
The borrower is the first women-owned business in the 
United States sponsored in this program. 
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III. GEOGRAPHIC DISTRIBUTION AND RECORD OF OPENING AND CLOSING 
OFFICES 

Reasonableness of Delineated Community 

NBA delineates the entire state of Alaska as its 
community. This delineation is reasonable and meets the 
requirements of the Act. It does r.o~ exclude any low- and 
moderate-income neighborhoods. NBA is the largest bank in 
the state and has the largest branch network. The bank's 
outreach efforts and its loan distribution in urban and 
rural areas of Alaska, including remote villages, support 
this delineation. 

Assessment Factor E - 'l'he geographic distribution of tha 
institution's credit extensions, credit applications, and 
credit denials. 

NBA's loans are reasonably distributed throughout the 
statee The geographic distribution of the bank's consumer 
and mortgage loans-shows good penetration of low- and 
moderate-income census tracts and zip codes throughout the 
state. 

The bank's 1990 HMOA stat~~ent and loan activity records 
show that, within the Anchorage metropolitan area, the 
b~~k received more than its proportionate share of 
applications when compared to other financial 
institutions. Also, NBA's approval rate is higher for 
minority applicants than other financial institutions. 
The HMDA data indicates that NBA's percentage of loans to 
minority applicants is below population demographics. 
Bank management is analyzing methods to improve this 
ratio. 

Bank management maintains a breakdown of loans made by zip 
code. However, as of this evaluation date, bank 
management had net completely analyzed the data. The bank 
does not yet have the ability to analyze the distribution 
patterns of credit applications or denialse The data 
processing center expanded the data processing system to 
provide denial and application analysis capability. 

Th8 Board of Directors and senior management have not 
formally used the geographic distribution of credits to 
determine or change loan policies and products. They used 
the information informally in the product changes noted 
earlier. They also identified a need for condominium 
loans from this information. They worked with a nonprofit 
agency to develop a condominium loan program. 
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Assessment Factor G - The institution's record of opening 
and c1osing offices and providing services at offices. 

NBA's offices are reasonably accessible to all segments of 
the conununity. While management's reviews of services and 
business hours are largely informal, management tries to 
meet most customer requests. One example was providing 
additional hours and services at various branches. Also, 
management agreed to several focus group requests over the 
last two years. The Board's policy for branch closings is 
adequate, but needs to be changed to meet technical 
requirements. 

In 1991, the bank closed three branches in the Anchorage 
area and reduced services in Nenana. The bank added three 
ATM locations and closed no branches in 1992. NBA staff 
met with affected customers to identify alternative 
services. Bank officials found ways to meet most customer 
needs. 

The bank's record of opening and closing offices has not 
adversely affected the level of services available in low­
and moderate-income neighborhoods. While one branch 
closure was in a moderate-income area, a nearby branch 
provides similar services. It is reasonably accessible by 
public bus service. 

IV. DISCRIMINATION 

Assessment Factor D - Any practices intended to discourage 
applications for types 0£ credit set forth in the 
institution's CRA Statement(s). 

NBA solicits credit applications from all segments of its 
community, including low- and moderate-income areas. Our 
compliance examination in May 1992 found no practices 
intended to discourage credit applications. 

The Board of Directors and senior management provide 
adequate policies, procedures and training programs 
supporting fair lending. Management reviews their HMDA 
record annually. Loan officers expanded outreach efforts 
and credit seminars to increase minority loan 
applications. Senior management also reviews pending 
minority home loan applications to ensure fair treatment. 

The bank's internal audit department is responsible for 
assessing policies and practices. However, there is no 
structured review of all applications for fair lending 
purposes. Our compliance examination also noted some 
departments were not perf~rming internal reviews. 
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Assessment Factor F - Evidence of prch:ibited 
discriminatory credit practices. 

NBA complies with the substantive provisions of fair 
lending laws and regulations, including: The Equal Credit 
Opportunity Act (ECOAl, the Fair Housing Act, the Fair 
Housing Home Loan Data System (FHHLDSl, and the Home 
Mortgage Disclosure Act. Our compliance examination noted 
a few procedural and technical violations of the ECOA and 
FHHLDS. The violations were nonsubstantive and were not 
discriminatory. Management is correcting the problems. 

V. COMMUNITY DEVELOPMENT 

Assessment Factor E - 'l'he institution's participation, 
including investments, in local community development and 
redevelopment projects or programs. 

NBA actively participates in local development and 
~edevelopment projectse In July 1992, NBA approved a low 
interest loan to help capitalize the Tinaa Fund. The Fund 
is a nonprofit corporation set up by the Central Council's 
Tlingit and Haida Economic Commission~ The Fund will 
assist tribal members of southeast Alaska. The fund will 
operate a circle lending fund for native people starting 
and growing small businesses= The Fund's goal is to 
develop self-sufficiency and less reliance on government 
subsidies a 

NBA officers sit on both the board and loan committee of 
tbe Anchorage Neighborhood Housing Services, Inc. ANHS is 
a nonprofit community development corporation that 
develops public/private partnerships to improve distressed 
neighborhoods. Among other programs, ANHS directs a loan 
fund for housing, rehabilitation and small business 
development in targeted neighborhoods within Anchorage. 
NBA helps to leverage the loan programs by buying loans 
made by ANHS. 

NBA joined with ANHS to buy and renovate the Loussac-Sogn 
Building in downtown Anchorage. The bank purchased the 
project's tax credits and provides renovation funds. This 
project will provide 52 efficiency units for low-income 
residents. 

In Fairbanks, NBA pledged both funds and administrative 
support to the newly formed Fairbanks Neighborhood Housing 
Services (FNHS). National Neighborhood Housing Services 
targeted Fairbanks for a neighborhood housing program in 
1992. FNHS contracted with ANHS to start housing, 
rehabilitation and small business programs in Fairbanks. 
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NBA also buys investment securities to help meet housing 
and community development needs. The bank has significant 
investments in FNMA and FHLMC issuances, and AHFC and 
Alaska State Housing Authority bonds. NBA also helps AHFC 
by providing mortgage loan servicing. 

In Barrow, NBA works with local suppliers, architects, and 
the AHFC to solve housing needs. Their efforts include 
designing and financing home packages to meet the area's 
unique, harsh conditions. The bank also created a Savings 
Coupon Program that helps local residents accumulate down 
payments. And, bank employees provide home buyer 
education and counseling. 

Many rural branches develop special programs to serve 
unique, local needs. Bethel branch employees provide 
training and micro-business lending assistance. Kotzebue 
and Dillingham branch employees provide basic banking 
education and nontraditional consumer lending. While not 
all branches are as active as these, rural managers meet 
periodically to share local lending innovations. 

Assessment Factor K - 'l'ha institution's ability to meat 
various community credit needs based on its financial 
condition and size, legal impediments, local economic 
conditions and other factors. 

NBA supports the needs of its delineated community 
consistent with its size and financial capacity. There 
are no financial or economic impediments to the bank's 
performance. NBA creatively meets many challenges 
presented by the community's size, large undeveloped 
areas, unique climates, rugged topography, and rural 
neighborhoods with subsistence economies. 

NBA is a wholly-owned subsidiary of National Bancorp of 
Alaska, Inc. The bank owns 100% of Northland Mortgage 
Corporation. As of September 30, 1992, National Bancorp 
of Alaska, Inc. had total assets of $2.1 billion. The 
bank has 52 branches in 28 Alaskan communities, 56 
automated teller machines, and a loan production office in 
Seattle, Washington. 

Alaska's population approximates 550,000. U.S. military 
personnel and their dependents represent almost 11% of the 
population. Based on the 1990 Census, the median income 
for an Alaskan household is $41,408. Over 40% of the 
Alaskan households earn 80% or less of the mediam income. 
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About 451 of the population lives in the Anchorage MSA. 
The 1990 Census provides the following racial demographics 
of the Anchorage MSA: White - 771; Native Indian/Alaskan 
- 61; Black - 61; Asian - 51; and Hispanic - 41. There is 
a large government employee base within the Anchorage 
MSA. The government workers are employed by the U.S. 
military and state, local and federal agencies. 

Alaska has almost one-sixth of the land area of the United 
States, and slightly over one-third of the water area. 
About 601 of Alaska land is federally owned. The state is 
mostly undeveloped, with access limited via plane or 
boat. The state's principal industries include petroleum, 
fishing, forest products, mining, government, tourism and 
support industries. 

Assessment Factor L - Any other factors that, in tha 
regulatory authority's judgment, reasonably bear upon tha 
extant to which an institution is helping to meat the 
credit needs o~ its entire community. 

NBA provides other products and services that serve the 
needs of its community. The bank provides basic banking 
services, corporate contributions, and volunteer efforts. 

The bank offers a full array of banking services. The 
bank offers a low cost basic checking account with no 
minimum balance requirements~ Senior citizen checking 
accounts have no monthly fee and no minimum balance 
requirement. They do have a 25 check per month limit. 
NBA offers wBank-By-Mail,w with postage paid envelopes. 
The bank enhanced its automated customer service line with 
~TouchTone Express", a toll-free number with a telephone 
device for the deaf. The bank regularly conducts basic 
banking, home ownership, and small business workshops and 
seminarsa Many workshops and seminars are targeted to 
schools, minority groups, and native villages. 

NBA provides its rural customers with a no cost "Customer 
Convenience Card." Customers without a driver's license 
and customers with difficulty using the English language 
use the card for identification. The bank also maintains 
a directory of bilingual employees to help customers 
overcome potential language barriers. 

NBA donates funds to many organizations throughout 
Alaska. Some examples include: The Denali Center, a 
Fairbanks nursing home caring for a large percentage of 
Native patients; Video cameras for the Spenard and 
Mountain View communities' use in their fight against 
crime and drug abuse; Public television and radio network 
programming, and; The "Love to-Learn" weekly newspaper 
delivered to village schools. 
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NBA's employees volunteer in local communities. These 
efforts encompass humanitarian, cultural, civic, business 
and religious organizations. A few examples include the 
Boys and Girls Club, the I Care Patient Network, the 
Special Olympics, Little League, local Chambers of 
Commerce, Junior Achievement, and the World Eskimo Indian 
Olympics. 
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Multi-Family Mortgage Conduits 

Mortgage Lenders 

The Capsource Co., Boulder, CO; 
Gary Ruhl 303-541-9550 

Column Financial Inc. of Atlanta 
Gerald Joiner 404-239-5335 

Source of Funds 

Donaldson, Lufkin & Jenrette, Inc. 

Donaldson, Lufkin & Jenrette, Inc.; 
Equitable Real Estate Investment 

Management Inc. 

Berkshire Mortgage Co. of Boston Kidder, Peabody & Co. 
Kurt Reimann 617-556-1584 

Legg Mason Multi-Family Capital 
Craig B j omsund 212-819-183 3 

Triquest Financial Services, NY 
RichardHyman 212-752-7722 

Arbor National Commercial Nomura Asset Capital Corp. 
Mortgage Corp. of Boston 

Ellen Segal 617-557-0100 

Inland Mortgage Corp, Indianapolis Paine Webber Group Inc. 
Candice Hagan 317-573-8596 

J.I. Kislak Mortgage Corp, FL 
Marvin Rausch 305-820-5823 

Seattle Mortgage, Bellvue, WA 
John Henkle 206-451-2102 
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Comments 

fixed and adjustable rates; 
loans of $1 million-$9 million 

7 to 10 year mortgages @ 2 
points and 275-300 basis 
points over Treasuries; 

loans of $1 million -$10 million; 
loan-to-value: 75% 
coverage: 1.25; 

5-10 year loans@ 30 year 
amortization; 

loans of $1 million-$20 million; 
loan-to-value: 75%; 
coverage: 1.25 

5, 7, and 10 year mortgages @ 
235-300+ basis points over 
Treasuries; 

fixed and adjustable rates; 
loan-to-value: 75%; 
coverage: 1.25 

290 basis points over 10 year 
Treasuries; 

loans of $1 million-$7 million 
loan-to-value: 75% 
coverage: 1.3 



AGM Financial Services, Inc., MN 
Ned Foster 612-339-8700 

Midland Commercial Funding, 
Shawnee Mission, Kansas 

Clay Sublett 816-43 5-2300 

Remsen Partners, Ltd., NY 
Arvind K. Bajaj 212-838-1111 

Alvil Capitai inc., Bethesda, ~ 
Neil P. Cullen 301-654-0033 

American Capital Resource, 
Atlanta 

Piper Capital Management, 
Minneapolis 

Prudential Securities Inc. 

Smith Barney Shearson Inc. 

Ullico Inc., Washington 
Herb Kolben 202-682-7923 

Lehman Brothers Inc. 
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fixed and adjustable rates; 
loans of $1 million-$5 million; 
loan-to-value: 75%; 
coverage: 1.3 

7 to 15 year mortgages @ 250-
3 50 basis points over 
Treasuries; 

5, 7, and 10 year mortgages@ 
305 basis points over 
Treasuries; 30 years@ 240 
bp over Treasuries; 

loans of $500,000 to $30 miilion; 
loan-to-value: 75%; 
coverage: 1.25 

265-345 basis points over 
Treasuries; 

loans of $1 million-$! 0 million 
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Federal Housing Administration 
(FHA) 

Multi-Family Mortgage Insurance 

FHA Section 22l(d)(3) and (4) Insurance 
Provisions 
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Consider FHA 111_ylti.fl!ffi!{y:mortgage insurance 
~ • -: ... _ .. : .- ... ·- - • • . -_ ~-:..~::-.::>:-~:::::·.~ ·.:: • .. ··_ . 

Advantages to the developer/owner: 

• 
• 
• 
• 

• 

Up to 40 year term 

Fixed rate market interest 

Fully assumable 

Mortgages up to 90% LTV 
(depending on the 
program) 

Available anytime to both 
• profit-motivated and 
non-profit developers/owners 

General requirements~ 

• 
• 
• 
• 

• 

Non-recourse 

Fixed monthly payments 

No prepayment penalties • 

Can be used with other 
financing options, such as 
tax-exempt bonds 

Any FHA-approved lender 
may obtain mortgage 
insurance 

■ Projects must be attractive, well-built, and designed for long-term success in the market 
; • - . • \., 

■ Property can be held in fee simple or lease for 50 - 75 years (depending on program, lessor) 

\ 
■ A single-asset mortgagor entity (partnership, corporation, Sub S corporation) must be 

created before closing 

■ No tenant income requirements; no HUD regulation of rents; FHA mortgage insurance does 
not provide a subsidy for low-income housing 

■ CPA-certified project financial statements to HUD yearly 

■ A portion of project cash flow goes to Replacement Reserve account, for long-term repair 
items (e.g., re-roofing) 

■ Project profits are released twice a year 

How to proceed: 

C~~ta~t Bob Arbios at the below address, Mailstop ~_()J-!DH~· phone (206) 220-5212, extension 3254. When we 
receive a pre-application package; we will assign your project to one of our Development Teams. After consulting 
with the Office Manager's Screening Committee, the Team will set up· a meeting with you to discuss the project 

-· turiher ~-:~- :-:-~---~ -~-~:·:_~;: • ~- ·- ·.,. .. :! :· • -- • -- •• .: -· ~(:;:_{~.-~-\:·,:;·~~~~_:?:;~;~[fl: :f: ~~ .. ~:;ti:~~--;~~~:·_.<-~:·-~-~~~-\ _ _.:~ ._ .. :< •. • • 
. j.)::f,~·,< • ,:,:. , . . U.S. Department of Housing ·and Urban Development 

· -• · . Seattle Federal Office Building _· • .... ~ ,;_-~---
·- · ··>~:/;_ o,. :::·:·•.": ,> 909 First Aven'ue.,,.':'suite·200 • < .. · /. 

,,.Seattle, WA 98104-1000 · ;,;;•;,;:,;;;,.,,;,•; ... ~, 
,: ..... ·~- .-.:-· i .. ..,. ·- , ·-:· .. -··' •• _. ___ •• - .. - - • - • .• 

========================================:1/94 
::~:{fJI'"~~;~?;Xt}l<)!f·S:rf;}\t:·\:I\:?i• 



SECTION 221 d4 

FHA mortgage insurance for new construction or 
substantial ··rehabilitation of rental apartments 
(minimum 5 units) 

■ Covers both construction and permanent financing 

■ Mortgages up to the lower of the following: 

1 . What 90% of net income will support 

~ 

':- 2. 90% of HUD's estimated replacement cost 

3. The total of statutory unit limits, depending on geographic area and type of construction, plus 
up to 15% more for costs not tied to individual units. 

Example: Bellevue project will have 20 one-bedroom, 50 two-bedroom, and 30 three-bedroom 
units. Area statutory limits for non high-rise construction: 1 BR = $55,668, 2 BR = $67,288, 
3 BR = $84,459. 

(20 X $55,668) + (50 X $67,288} + (30 X $84.459) = $7,011,530 X 115% = 
$8,063,260 

■ In some cases cash to close can be reduced by either land equity and/or 
"BSPRA" (Builder's/Sponsor's Profit and Risk Allowance} if builde~ shares 
project ownership \ 

■ Fully engineered construction documents reviewed and accepted by HUD before Firm 
Commitment stage must meet HUD Accessibility Guidelines; commercial space limited 
to 10% of project area 

■ Construction workers to be paid Davis-Bacon wages; 100% bonding or 15% cash 
escrow for general construction contract; development costs to be certified by CPA 

■ Fees: 

e Firm Commitment application fee = 0.3 % of mortgage amount (0.1 % collected et either 
SAMA and/or Conditional Commitment stages will be credited to the 0.3 % total); application 
fees are earned whether project closes or not 

• Inspection fee .= 0.5 % of mortgage, paid at closing 

• Mortgage Insurance Premium (MIP) = 0.5 % of mortgage, paid at closing and yearly for life 
of the loan 

• All abov~ fees (except annual MIP) are potentially eligible for inclusion in the mortgage 
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Section 221 d4: 

■ Stages of processing: 

■ 

• Site Appraisal/Market Analysis (SAMA): (optional but encouraged stage) establishes 
environmental approval, market, rents, and land value for FHA underwriting; typical HUD 
processing time = 60 days; major exhibit required to apply = site control document 

• Conditional Commitment: (optional stage) provides estimates of mortgage amount and cash 
to close; typical HUD processing time = 60 days; major application exhibits = schematic 
drawings, survey, project management plans, and principals' financial statements (OR full 
capitalization of the mortgagor entity} 

• Firm Commitment: determines actual mortgage amount and cash to close; typical HUD 
processing time = 60 days; major application exhibits = complete working drawings and 
specs acceptable to HUD, financial statements for general contractor and other principals (OR 
full capitalization of mortgagor entity}, draft document (e.g., partnership agreement) creating 
mortgagor entity 

• Initial Endorsement: loan closing, with first draw of insured advances, prior to start of 
construction and typically 30 days from Firm Commitment issuance 

• Final Endorsement: following construction completion and cost certification, sets final mortgage 
amount; HUD oversight shifts to Multifamily Loan Servicing Branch 

Recent Section 221d4 mortgages: 

Cash to SAMA to 
Project Location Mortgage Close \_ Const.Start 

250 units W. Wash. $17M $1.3M 7 months 
340 units W. Wash. $15.9M $1.5M 11 months 
215 units E. Wash. $7.7M $400,000 12 months 

For further information, please contact Bob Arbios, Housing Programs Branch, Mailstop 1 OHDH, U.S. 
Department of Housing & Urban Development, Seattle Federal Office Building, 909 First Avenue, Suite 200, 
Seattle WA 98104-1000, phone (206) 220-5212, extension 3254. 

1/94 
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Federal Housing Administration 
(FHA) 

Multi-Family Mortgage Insurance 

HUD Statutory Per Unit Mortgage Limits 
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U.S. Depan:maat or Hous~ aad UrbaD Dffriopment 

Anchora~e Office, Region X 
222 West ~tb Avenue. *64 
Ancb.or~c:. Alaska ~513-7537 

Section 22l(d1 (3) Other Mortgagors 
Bedrooms Non-Elevator 

0 
1 
2 
3 
4 or more 

Section 221(dl C4) 
Bedrooms 

0 
1 
2 
3 
4 or more 

section 231 
Bedroom 

0 
1 
2 
3 
4 or more 

Section 202. 811 
Bedroom 

0 
l 
2 
3 
4 or more 

$ 79,471 
91,630 

ll0,505 
141,447 
157,578 

Non-Elevator 

$ 79,46B 
90,203 

109,030 
136,854 
lSS,077 

Non-Elevator 

$ 75,552 
84,460 

100,859 
121,375 
142,695 

Non-Elevator 

$100,915 
116,355 
140,324 
179,614 
200,098 

Elevator 

$ 83,632 
95,867 

116,575 
lS0,809 
165,541 

Elevator 

$ 85,840 
99,402 

119,655 
154,791 
169,917 

Elevator 

$ 85,840 
98,402 

119,655 
154,791 
169,917 

Elevator 

$106,200 
121,737 
148,032 
191,502 
210,2l.l 

If you should have any questions concerning these limits, 
please con~act ei~her Gene Dobrzynski at 271-4613 or Robert Hunt at 
271-4176. 

Sincerely, 

Arlene L._ Patt.on, 
Manager 
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li.S. 0epar1Dlelll or Hoosmw and Urban DevelopmeDl 

Anchorage Office. Region X 
222 We51. 8th Avenue, #64 
Anchora~e. Alaska 99513--7537 

MAR 5 1992 

Office of Housing Circular Letter 92-01 

TO: ALL MORTGAGEES DOING BUSINESS WITH HUD 

SUBJECT: MaxiJ:Dum Statutory Per Unit Mortgage Limits 

The National Housing Act requires establishing the maximum per 
unit dollar limits for multifamily; mortgages. The following 
maximum statutory per unit rnorgtage limits have been established 
for ALASKA: 

section 207.213,220,223f 

Number of 
Bedrooms 

0 
l 
2 
3 
4 or more 

t-.:on= Elevator 
construction 

$ 79,852 
88,452 

105;651 
130,221 
1471420 

\ 

Manufactured Home Park Space $28,350 

Section 221Cd) (3) Non-Profit. 234 

Number of 
Bedrooms 

0 
1 
2 
3 
A ,._..,. .,. ,.. ... more 

Non-Elevator 
Const:rttCtion 

$ 88,300 
101,811 
122,783 
157,162 
175~086 

293 

Elevator 
Cl:r.Stt"'Jct.ir"irl 

$ 92,137 
103,194 
126;535 
158,476 
179,187 

Elevator 
canstruction 

$ 92,925 
106,520 
129,528 
167,564 
ieJ,934 



Federal Housing Administration 
(FHA) 

Multi-Family Mortgage Insurance 

FHA-Approved Multi-Family Lenders 
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Multifamily Mortgage Lenders 

National Bank of Alaska 
Northern Lights & "C" Street 
Anchorage, AK 99510 
Attn: Lucille Stietz 
(907) 257-3442 

Seattle Mortgage Company 
1800·ll2th N.E. 
Suite 300 
Bellevue, WA. 98004 
Attn: John Hinkel 
(206) 451-2102 

American Property Financing Inc. 
135 East 57th Street 
New York, NY l.0022-2009 
Attn: Arthur A. Habighorst 
(212) 888-3 800 

Northrim Bank 
3111 C Street 
Suite 301 
Post Office Box 241489 
Anchorage, Ak 99524-1489 
(907} 261-3337 
Attn: Debbie Green 

Continental Wingate Mortgage Grp 
1010 Washington 
Suite 200 
Vancouver, WA 98660 
{202) 694-1322 
Attn: R. Bruce James 

American Capital Resource 
520 Pike St., Suite 1350 
Seattle, Wash 98101 
(206) 624-8400 
Attn: Daniel Spils 

Bank of America, Alaska NA 
550 West 7th Avenue 
Anchorage, AK 99501 
Attn: Kristi Lewis 
(907) 263-3291 

TRI Capital Corporation 
100 Pine Street, 3rd Floor 
San Francisco, CA 94111-5102 
(415) 989-9000 

Alaska Housing Finance Corp 
520 E. 34th 
Anchorage, AK 99503 
(907) 561-1900 

BOCC Funding Corp 
1750 Presidents Street 
Suite 200 
Reston, Virgina 22090 
(703) 318-8150 
Attn: Mark C. Beisler 

City Commerce Corp 
560 East 34th Avenue 
Suite 201 
P.O. Box 244914 
Anchorage, Alaska 99524-4914 
(907} 563-9683 
Attn: Jan C. Hood 

Any HOD approved mortgagee may apply for mortgage insurance. 
This list only represents mortgagees which have recently 
processed full insurance projects with the Anchorage Field Office 
or have indicated an interest in originating loans in our 
jurisdiction. This list is not exclusive and neither is it a 
recommendation of the services of the listed lenders. 

10 
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APPENDIXJ 

Pro Forma Multi-Family Housing Projects 
Financial Feasibility 

297 



N 
\0 
00 

PROJECT A - 16 Unit Valley Market Rent Project 
Base Case 

INCOIIE VALUE 

Gross Income 

Bedrooms !H!!ll 
1 6 

10 

RenVU111t 
S650 
S850 

lolal Reul 
S46.800 
I02 000 

Plotecl Rent S148 800 
Less Vacancy & credrl loss @ 2% ____ l_0_00_ 
Gross Amual Income S 145 800 

Expenses 
Taxes 
lnsll"ance 
Ubhbes 
Ma1nlenance 
Management 
Snow removal 
Reserves 

Total Expenses 

Nel ()per abng Income (NOi) 

Cap1lahzabon Rate 

S11.100 
5,200 

12,800 

11.700 
11700 

600 

___21Q!. 

Income Value 

FINANCIAL FEASIBILITY 

S58 300 

S87.500 

S800,000 

40% 

DEVELOPMENT COST 

B11ldlng Cos! 

Be<tooms 
1 
2 

Tolal Cosl ol U111ts 
C01111non Aleas 

!Jim 
6 
10 

Total Butdlng Cosl 

Land Cosl 

!1M 
Raw land 16 
Development 16 

T olal Land Cost 

~eFeeVUnil 
550 
830 

lnlerest dum1g Conslrucbon ( 15 mon1hsJ 

Loan Fees and Loa1 Closing 

Renl-Up Reserve 

T olal Development Cost 

CoSV Sguaie Fool 
S90 
$90 

Cosl/Uf'!I 
$6,000 
$6,000 

@ 925% 

@ Jmonlhs 

F 111anc111g sotl"ce AHFC Ml.Ab Fan~ly Seconda,y Mar.,el Parbc1pabon Housing P1og,am 

Ma1ke\ value S800 000 (111come valuel 
Loan-lo-value 80•4 f9!J!!Y!e9!Jl1ed 
Loanamouil $622 800 $701,900 (cost - loan amouitj 

lnleiesl rale 9219% 
AlOOfbZabon peuod 30 years .Amual 1etum onfill!!l!Ylfil~ 
Amual loan payment S64400 33% (tlOI • loan paymenlYequty 

Debi seMce coverage I 23 (UOllannual loan payrnenll 
Requ1ed cove1age 1 25 

Notes 

1 Loan amot61I calcualed at lesse, of loan-lo-value 01 what 7 5•,1, vacancy and c1edll loss will SL.pporl w11h bank 20% parbcrpahon requnng 1 1 coverage 

2 .Amual loan paymenl calcualed on 80% parbc1pabon tr1der AHFC loan lerms as slated ald 20°k bank parlrc1pahon@ 9 25°4 mteresl and 15 years amorhzabon 

~~, 

$297.000 
747.000 

$1,044,000 
0% 

$1,044.000 

$96.000 
96000 

$192.000 

$15.900 

$34,100 

$18 600 

S1.J2UOO 

ABASE XLS 
6124194 



N 
\0 
\0 

PROJECT A-16 Unit Valley Market Rent Projecfl 
Sensitivity Case: High Density 

INCCIIIE VALUE 

Gross hcome 

~ ~ ~ ~ 
1 8 S650 $62,400 
2 12 $850 122,400 

Proiecl Renl $18000 
Less. 1/i!ll'..ny & creol loss@ 2% )TOO 
Qoss Arntal Income $181.100 

Expenses 
Taxes $13_900 
lnsune 6,500 
Ubl1~es 16,000 
Maintenance 14.500 
Management 14.!IO0 
Snow removal 600 
Reser,,es -~ 

Tol.M Expenses Sl2 500 ,1()% 

Nel Opeiahng Income (tiOI) $108600 

Capil.M1zabon Rate 11% 
lncomeVllu11 $590,000 

OEVELOPIIENT ·COSl' 

Building Cost 

~~ i!lJ§ Sauaie Eeetll..lnil C~ll Smiin E22I 

' 8 550 $90 
2 12 830 $90 

T olal cc,sl ol 1J11l:1 
Corm1011 Areas 

T olal Buldng Cost 

LandCosl 

~ ~ 
Raw land 20 $4,800 
Development 20 $4,800 

T olal laid Cost 

lnteresl ruurig Consllucllon (15 months) @ 925°4 

loan Fees aid loan Closing @55"4 

Rent-Up Re~;erve @Jmonlhs 

1r otal Oevelopmenl Cott 

F 1nancmg sOLJce AHFC Mtib-Famly Secondaly Maikel Pabc1pa11onHous1ngPro1pam 

Maikel value $990 000 (income value) 
Loan-lo-value 80•.- FwlY regured. 
loanaTKlU'll $772800 !'821,900 {cost • loan amoinll 

Interest rale 9 219°4 
Amorlizaton J>enod 30 yeas ,l\mual return 9.~ (pie-lad 
ArnJal loan pa'flllelll $80 000 :35% (f.lOI • loan paymen1Vequly 

Debi seMce 1:overage 123 (NOlf.vnJal loiYlpaymenll 
Req.1red cavi11age 125 

Nof11s 
1 loiYI an0U1l calcualed al lesser of loan-lo-vaue. or what 7 5% vacancy aid credll loss will ~port. w1lh bai"' 20% parl1opal!on 1equ11i~ 1 2 cove1age 
2 knJal loiYI paymerit cacualed on 80% parbc1pabon lllder AHFC I0iYI leims as slated aid 20% biri. p,i1bc1pabon @ 9 25•4 1nteresl and 15 years c11101bzabon 

~ 
$396,000 
896400 

$1,292,400 
0% 

$1,292.400 

S96.000 
96,000 

$192.000 

$44}00 

$42 500 

$23.100 

$1,59'.100 

AHDENXlS 
ti12.W4 



w 
0 
0 

PROJECT A - 16 Unit Valley Market Rent Project 
Sensitivity Case: Low Land Development Cost 

INCOME VALUE 

Grnss Income 

Beiiooms !km 

' 6 
2 10 

~ 
$650 
$850 

lotal Rent 
$46 800 
102.000 

Prqecl Rent S 148 800 

Less V;x.ancy & ciedll loss@ 2% ----"J""'.000_ 
Gloss Amual Income S 145.800 

Expenses 
Taxes 
lnsuance 
Ubl1bes 
Maintenance 
Management 
Soow removal 

$11,100 
5.200 

12.800 
H}OO 
11.700 

600 
Reserves ~ 

Total Expenses 

Nel Opei almg Income (NOi f 

Cap1tal1zahon Rate 
Income Value 

FINANCIAL FEASIBILITY 

$58 300 

ssnoo 

11°4 
$800,000 

40°4 

DEVELOPMENT COST 

BuliingCosl 

T olal Cost of Urals 
C01m1on Areas 

!Jrm 
6 
10 

l olal Buldmg Cosl 

Land Cost 

Y!fil 
Raw land 16 
Development 16 

T olal Land Cosl 

Square Feel/U[ll 
550 
830 

Inter est du11ng Conslrucbon (15 months) 

Loan Fees and Loan Closing 

RenHJp Reserve 

Tolll Development Cost 

CosV Sguae Fool 
$90 

$90 

Cosl/Ural 
$6,000 
$3,000 

@925% 

@ 55% 

@ )months 

Fmaocmg SOllce AHFC Mlill-Farnly Secondaiy Makel Paibc1pahon Housing Pr~am 

Makel value $800 000 (mcome value) 

Loan-lo-value 80°4 E!l!!!~ re9!1irel1 
Loa11 ¥110Ull $622.800 S653.900 (cost - loan amounl) 

lnleiesl 1ale 9219% 
Amorbzabon penod 30 yeas Amual relum !LrJ.f9H!iY (pie taxi 
Anrual loilll paymenl $64 400 35% (tlOI • loan paymenlVeQU!ly 

Debi seMce coverage 123 (tlOl/annual loilll payment) 
Re(Jlired coverage 125 

Notes 

1 Loan amol.llt calcualed al lessei of loan-lo-value or whal 7 5•4 vacancy and cre;il loss will support with bank 20% pahc1pabon rtqu111ng 1 2 coverage 
2 Amual loan payment calcdaled on 80% parbc1pabon llld1e1 AHFC loan lerms as slaled illld 20°4 bank parhcipabon@ 9 25% mte,esl and 15 years amo,bzabori 

Total Cost 
$297,000 

747.000 
Sl.044.000 

0•4 
Sl.044 000 

$96.000 
48.000 

$1'14.000 

$35 900 

$34 200 

$18 600 

$1,276.700 

AL0VCXLS 
6124194 



w 
0 ,.. .. 

PROJECT A - 16 Unit Valley Market Rent Project 
Sens;ltlvlty Case: Zero Raw Land Cost 

INCOIIE VALUE 

Gross Income 

~ !lrm 
I 6 
2 10 

Tola! Ren! 
$46.800 
102.000 

P1qecl Reol S 148 800 
Less Vacancy & c1eol loss@ 2% ___ 3_000_ 
Gross Arn.ial locome $145.800 

E,penses 
Taxes 
lnsuance 
Ulll1bes 
Main!eoance 
Managemenl 

rn.100 
5,200 

12,800 
H.700 
H.100 

Soow removal 600 
Reserves _ 5.200 

Tolal Ekl)eoses 

tie! Operabng Income (NOi> 

Capilal1zalloo Rale 
Income Value 

FINAl~CIAL FEASIBILITY 

S58 300 

$87,500 

11°4 
$800,000 

40% 

DEVELOPIIENT c:osr 

BullongCosl 

~'21m 
1 

2 
Total Coi;I of Urils 
Common ,Vea:; 

Ulm 
6 
10 

Tolal &dong Cost 

LaodCosl 

Ihm 
Rawlancl 16 
Development 16 

T c,lal Land Gosl 

SooaJe Feel/U111 
550 
830 

CosV Swa,e foot 
$90 
$90 

~ 
so 

$6,000 

loleresf cumg1 Coosln.don (15 montls) @ 925% 

@ 55°.4 Loan Fees amtl.oa, Closing 

Rimi-Up Resuve 

fotal Development Cost 

@ Jmonlhs 

Fmancmg sOdce AHFC Mlill-F ainliy Secondary Makel Parbcipallon Housing Pro!J am 

Marl<.elvalue $800,000 (mcome value) 
Loan-lo-value 8~,1, f~ly[e~reg 
Loanarnotr1I $622.800 $605,900 (cos!• loanamoLnll 

Interest rate 9219% 
Am01bzaboopunod 30 yeas Amual re11J'n oo eooly (ore taxi 
Amual loan pa~l $64 400 38% (tlO! - loai paymentµe<µty 

Debi seMce cm1erage 123 (NOl/a-nJai loan payment) 
Re<µred coverage 125 

Noles; 

'I l.oa'l arnotnl calclialed al lesser ol loan-lo-value. or whal 7 5% vacancy and credll loss ,.,11 5t4>port. w11h llari, 20•,1, pa1bc1pabon re(ltlmng 1 2 co~erage 
:! Anrual loan payment calclia!e,:t on 80% parbc1paboo U"lder AHFC loan leims as staled aid 20% bail pabcipallon@ 9 25% 1nle1esl and 15 years cWTIOlbzallon 

~ 
$297,000 

747 000 
Sl.044.000 

0•1o 
$1,044,000 

so 
96000 

$96,000 

$35 900 

$34 200 

S18 600 

11,228,700 

A0RLCXLS 
61241'94 



w 
0 
N 

PROJECT A - 16 Unit Valley Markel Rent Project 
Sensitivity Case: Low Construction Cost 

INCOME VALUE 

Gloss Income 

Bed'oo,ns I.!!!§ 

1 6 
2 lO 

~ 
$650 
$850 

Tolal Rent 
$46,800 
102.000 

Protec! Rent S 148 800 
less Vacancy & c1edll loss @ 2°,{, __ .....;;lc.;..00.;;..0_ 
Gloss A.mual Income S 145.800 

Expenses 
Taxes 
lns .. ance 
Ubl1lles 
Maintenance 
Management 
Snow removal 

Slt.300 

4700 
12.800 
11.700 
11.700 

600 

Reserves ~ 
Total Expenses 

Nel Operabng Income (UOIJ 

Capdal1zabon Rale 
Income Value 

FINANCIAL FEASIBILITY 

$58,000 

$87.800 

11•1,, 

1800,000 

40% 

DEVELOPMENT COST 

BuldlngCost 

Ihm 
6 
10 

Total Cosl of Urils 
Common Areas 

T olal Budding Cosl 

land Cosl 

IJrnj 
Rawl.-id 16 
Developmenl 16 

T olal land Cosl 

Sware Feel/Unil 
550 
830 

lnleiesl '"mg Consltucbon I 15 months) 

loan Fees and loan Closing 

Rent-Up Reserve 

Total Development Coil 

CosV Sgua,e Foot 
S81 
S8t 

~ 
$6,000 
$6,000 

@ 925% 

@55% 

@ 3monlhs 

Fmanc1ng soU1ce AHF C Mub• F a1111ly Secondaiy Ma,~el Pai bcIpabon Housing Program 

Markel11al1R $800 000 (income value) 
Loan.la.value 801

,{, f QU!~ re!l!!!led 
loanai11ot.r1I $625.200 $595.500 (cost • loan amount) 

Interest rate 9219% 
Amorbzabon pe1Iod 30 yeais A.mual 1etun on eguI!i' [111e-1a,) 
Annual loan payment $64 700 39°4 (tlOI - loari paymenlVe,µly 

Debi seMce coverage 123 (UOl/anrual loan payment) 
Requred coverage 125 

Noles 
I Loan amomt calcualed al lesser ol loan•lo-value or what 7 5% vacancy and credit loss will support. w11h bank 20•4 paitc1pahon requmng 1 2 coverage 
2 Amual loan payment calcwled on 80% paihc1palion uoder AHFC loan terms as slated and 20% bri paibc1pabon@ 9 25°,{, interest and 15 yeais amo1bzalion 

~ 
$267,300 
67UOO 

$939,600 
0% 

$939,600 

$96.000 
96.000 

$192,000 

S36.I00 

SH.400 

$18,600 

11,220,700 

ALCON XLS 
6124194 



w 
0 
w 

PROJECT A - 16 Unit Valley Market Rent Project 
Sensitivity Case: Lowest Total Development Cost 

INCOIIE VALUE 

GifOSS Income 

~ !.!rm Bml'Y!!l ~ 
I 8 5650 $62400 
1 ,2 11850 1?2.400 

Proiect Renl $184 800 
less Vacancy & crelil loss @ 2°4 3700 
Gloss Anrual Income $181100 

E!lpenses 
Taxes 513 900 
lnsl#ance 5.800 
u,hbes 16000 
Marnlenance 14.500 
Managemenl 14500 
Snow removal 600 
Reserves _ 6.500 

Total Expenses rn 800 «)•4 

tclel Operabng locome (tlOI) $109 300 

C:apilal1zabon Rate 11% 
Income Value $9!l0,000 

FINAHCIAL FEASIBILITY 

DEVELOPMENT C:OST 

BuJding Cosl 

T olal Co~., of Unls 
C0t11non Areai; 

Total Bu.lding Cosl 

lalld Cost 

M!ID 
R~wlancl, 20 
Development 20 

T olal Land Cos! 

_Squaie FeeL'Unl! 
550 
830 

lnlerest dunng Com,liucbon ( 15 monlhs) 

Loan Fees .n:lloan Closmg 

Renl-Up ReseJVe 

Tt>tal Development Coil 

Costl Sooa1e Fool 
$81 
$8t 

CosVllnt 
so 

$2,400 

@ 925% 

@ Jmonlhs 

Fmanc1ng swce AHFC Mi.Ab-Fa111ly Secondary Markel Parbc1pabon HouSlng P1o!Jam 

Mai~etvalue $990000 (1n<:ome value) 
Lo.-;.lo-value 80% fQUlty regrnred 
Loanamoml S718300 S!i43.800 fcoi;I - loan amount) 

Interest rate 9219% 
Amo1bzabon penod 30 years ~nrual reu-n on eoo~ 
Anrual loan pa-f1ll1!111 $80 500 53% (f IOI • loan paymen!Yequty 

Debi service coverage t 23 (tlOl/cWllal loan payment) 
R eiµ1ed cove,age 125 

Noles 
1, Loan anou1I calcualed al lesser ol loan-to-11alue or what 7 5% vacancy and creml loss w1fl Sl4)flOII. w11h bank 20% parbc1pa11on requmng l 2 coverage 
:! Anrual loa1 payment calcualed on80% part1c1pabonu,der AHFC loal terms as slated md20% bari; pa,bc1pabon@925% inle1est and 15 years amorbzahon 

~ 
$356.400 
806 760 

$1,163.160 
o•.1, 

$1163160 

$0 
48,000 

$48.000 

$4J 000 

$42.800 

S23.l00 

$1,321,100 

PlTOC XLS 
6124194 



PROJECT A - 16 Unit Valley Market Rent Proiect 
Sensitivity Case: High Construction Cost 

INCOIIE VALUE 

Gloss Income 

~ !.!rm 
I 6 

to 

~ 
$650 
$850 

~ 
$46800 
102.000 

Proiecl Rent S 148 800 

Less Vacancy & credllloss @ 2% __ .....;;3-'-'-.00.;;..;0'--
Gioss Arnlal Income S 145 800 

b:penses 
Taxes 
lnsu-ance 
Uhhbes 
Maintenance 
M..-iagemenl 
Soow removal 

$11.tOO 
6.300 

12,800 
11,700 
11,700 

600 
Reserves ~ 

T olal Expenses 

Net Ope1abng Income (tlOIJ 

Capdahzabon Rate 
Income Value 

FINANCIAL FEASIBILITY 

$59 400 

$86,400 

11•1. 

S790.000 

OEVELOPIIENT COST 

Bu1<ing Cosl 

~ 
6 
to 

Tolal Cost of Ur11ls 
Con'IJIOO Aleas 

T olal Bulcing Cos! 

laid Cost 

!.!rm 
Raw land 16 
Development 16 

T olal land Cos! 

Sgua,e FeeVU111I 
550 
830 

Interest dulmg Coosbucbon (15 monlhsl 

loan Fees and loan Closing 

Renl-Up Reserve 

T olll Development Coat 

Cosll Sguaie Foot 
$108 
$108 

~ 
$6,000 
$6,000 

@ 925°k 

@55¾ 

@ lmonlhs 

F 1nancmg SOUfCe AHFC MlJb-Fam1ly Seconda,y Maikel Parllc1pabon Housmg Pro!Jarn 

M ar~e1 value $790,000 (1ncomevalue) 

Loan-lo-value 80% ~il 
Lo..-iainotd $614 200 $918,500 (cos!- loan amount) 

lnle1est 1ale 9219% 
Amolbzabon pe11od JO yea,s .Annual 1etum on eQ!n!YJmf:~ 
Amual loan payment $63 500 2544 (NOi - loan paymenl}/e~•ly 

Debi service coverage 123 (t4011am.ial lo..-i payment) 

Required covl!lage 125 

Noles 

1 lo.-i arnoool calclJaled al lesse1 of loan-to-value. cw what 7 5% vacancy and cmil loss will ~porl. with bani< 20% pa1bc1pabon reQU111ng 1 2 coverage 
2 hn.lal loa11 payment calclialed en 80% parbc1pabon !¥Ider AHFC loa,i lerms as slated and 20% bank parhc1pabon@9 2544 mlerest and 15 yea,s amorbzabon 

~ 
$356,400 
896,400 

$1,252,800 
o•,c, 

$1,252 800 

$96 000 
96,000 

$192,000 

SYi,500 

$33.800 

$18,600 

S1,5l2,700 

AHCON XLS 
612.\'94 



w 
0 
VI 

PRO.JECT A· 16 Unit Valley Market Rent Project 
Sensitivity Case: Breakeven Expenses 

INCOME W,LUE 

Gross Income 

~ !.!rm 
1 6 
2 10 

Protect Rent 

~ 
$650 
$850 

Less VacaJJlCy & creal toss @2% 
Grnss NOJal Income 

Expenses 
Taxes HA 
ins~aJJlCe NA 
Ubl1bes NA 
MamteriaJJlCe IIA 
M~gemenl UA 
Snow removal IJA 
Reserves --·~ 

Total Expenses 

Net Ope1aling lricome (NOi) 

C,1p1tal1za1lon Rate 
Income Value 

FINAN1:IAt. FEASIBILITY 

~ 
S46.800 
102000 

$1411800 
3000 

$145,800 

S5 290 

$140 510 

11•4 

S1.2so,ooo 

4•,4 

DEVELOPMENT COST 

Butdmg Cos! 

~!llJ 
1 
2 

T olal Cost of Umls 
Con111011 ./l~eas 

].!!!.Ii 
6 
10 

T ol,~ Buldng Cosl 

Lam Cost 

Urm 
Raw land 16 
Oevetoprn4ml 16 

Toi,~ L.nd Cost 

~quare f eeVUril 
550 
830 

Interest cumg Consbucbon j 15 monlhs) 

Cosf Swa,,e Foot 
S90 
S90 

CosVU111l 
$6,000 
$6,000 

L oai Fees anl1 Loan Clo:;mg 

Rent-Up Reserne @lmonltls 

Tolal Development Cost 

fmancmg so~ce AHFC Mub-F.rnty Secondary Markel Parbc1pabon Housing Progr.rn 

Mariel value SI 280.000 (income value) 

L oao-lo-value 80% f.!p~ 
Loan ilTI<Ull Sl.024.000 S346.100 {cost - loan amcml) 

lnleiesl rate 9219% 

Amorlllabon pertod 30 years Annual 1elurn oo e!i!Jlb'. {0e-lax) 
Arrual loan paymenl $105 900 101)% (NOi - loan paymen!Veq..aly 

Debi service coveiage 1 25 (tm11arrna1 loan paymenll 

Re<µred coverage 1 25 

Noles 

1 Loan ilnlOl.lll calcualed al lesser orlocll-lo-Yalue 01 what 7 5% 11acaJJlCy Yid cred.l loss wilt St.Worl 1,1111h b,.nk :?0% pai!lc1pal1on requ11111g 1 2 coverage 
2 ArnJal loan payment calcualed on 80% p.rbc1pabon under AHFC loan le,ms as slated and 20% biri parb,;1pauon@9 25% rnleresl and 15 years amorbzabon 

~ 
S297.000 

747.000 
$1,044,000 

0% 
St.044.000 

S96.000 
96.000 

$192,000 

SS9 200 

SS6.JOO 

$18,600 

$1,370,100 

ABEXPXLS 

61'2.W4 



LI,) 

0 
(J', 

PROJECT A-16 Unit Valley Market Rent Project 
Sensitivity Case: Breakeven Rents 

INCOME VALUE 

Gioss1ncome 

BedloOlns !.!!!ls ~ lilli!lB.fil 
1 6 $971 $69.920 

10 St,270 152 390 

Pr01ecl Renl $222310 
Less Vaci1l1Cy & credit loss@ 2°.4 4400 
Gloss Annual Income S217 9IO 

Expenses 
Taxes $18 000 
tnsu-iJllCe 5.200 
Ubllbes 12800 
Maintenance 17.400 
Managemeol 17,400 
Snow removal 600 
Rese1ves ~ 

T olal Expenses S76 600 35•.4 

Net Operating Income (tlOI} St41 l10 

Capdal1zat1on Rate 11% 
Income Value lt.210,000 

FINANCIAL FEASIBILITY 

DEVELOPMENT COST 

8U1ldmg Cost 

~ !km §guare F ffl/Urtl CQS~ Q!lJare fool 
1 6 550 S90 

10 830 $90 
Total Cost ol Urals 
Common Aieas 

T olal Buldlng Cost 

LandCosl 

Unils CosUUrd 
Raw land 16 $6,000 
Oevelopmenl 16 $6.000 

T olal Land Cos! 

Interest dtuing Consbucbon (15 months) @ 925% 

loan Fees and Loan Closmg @55"1. 

Rent-Up Reserve @ J months 

Total Development Cost 

Fmanc1ng sou-ce AHF C Mulb-F amrly Secondary Malet Pauc,pahon Housmg Prng, am 

Marl,,elvalue Sl 280 000 jmcome value) 
Loan-to-value 80% fgy1rt regu1red 
loalillllOLlll Sl.013 000 $365,100 (cost loan amounl) 

Interest , ate 9219% 
Amolbzallon pe11od JO yeas Annual reltin ~ ~ 
Annual loan payment S104 800 100% (IIOI - loan payrnenJVeq1J1ty 

Debi seiv,ce cover age I 23 (tlOl/annual loan paymenl) 
Requned coverage I 25 

Noles 

1 Loan alllOlfll calc1Jaled al lesser ol loan-to-value Cl what 7 5% vacancy and credit loss will supporl w11h bani 20"1. parbc1pa~ori reCJU111n9 1 2 coverage 
2 Asnia1 loa, payment calcualed on 80°4 pabc1pallon 111der AHFC loa, lerms as staled a-id 20'% bcri. parbc1pabon@9 25% rn1erest and 15 yea1s amorhzabon 

Jolal Cost 
$297,000 
747.000 

Sl,044 000 
0% 

SI 044 000 

$96.000 
96.000 

$192.000 

S'l8 600 

$55700 

$27 800 

$1,378,100 

ABRtH XLS 
6/24194 
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PROJECT A - 16 Unit Valley Market Rent Project 
Sensiitlvily Case: Lowest Total Development Cost, Breakeven Expenses 

INC0IIIE VALUE 

Gross Income 

~ Ur!ll ~ 
1 3 S6SO 

12 1850 

Proiect Renl 
Less Vac.n;y & aedil loss @ 2% 
Gloss Amual Income 

Eq>enses 
Taxes NA 
lnsuance NA 
Ubhbes NA 
Marnlenance NA 
Management fjA 

Snow 1emoval MA 
Reserves -~ 

Tolal Expenses 

Net Ope1abng Income {NOi) 

Capd .. Izabon Rale 

lncom • Value 

FINA~ICIAL FEASIBILITY 

Tola! Rent 
$62,400 
122 400 

1184 800 
3700 

S181.100 

S428IO 24% 

S138.290 

II",!, 
11,260,000 

DEVELOPMENT COST 

Budding Cost 

~ 

12 
Toial Cost ol Uil"IIS 

Con .. non Alea~; 
Tolal Bt11ldlng Cost 

Land Cost 

Raw land 
!!I!§ 

20 
Development 20 

T olal land Cost 

Sguare feel/Ur1t 
550 
830 

Cost/ Souaie Foot 
S81 
$81 

~ 
so 

$2,400 

Interest 001119 Consbucbon 115 monlhsl @ 925"4 

@55°4 loan Fees and loan Oosmg 

Rent.Up Reserve 

T olal Development Coat 

Fmcn:1ng SOU'Ce AHf'C M~b-F ar1Mly Secondary Ma1~el Par~c1pabon Housmg Pro9'ain 

Markel value SI 260 000 (mcome value) 
Loan-lo-value 80°A> f_~ 
l can illlOllll Sl.005 800 $341,900 (cosl • loan amounl) 

Interest rale 9219% 
Ainorbzabon penod 30 years Allrll.Jal 1elum on e9!!1!:{ {111e-lax) 
Amual loan painnenl S104 100 1(10'11, (UOl • loai paymentVecµly 

Debi SeMce coverage 1 23 (tlOl/amual loai paymentl 
Recµ1ed cover age 1 25 

Noles 

1 loi11 amotr1l calc~aled al tesse1 ol loan·lo-value 01 what 7 5"4 vacancy and credit loss will S14>p01t with t,an~ 20°4 paihcipabon Iequ11mg 1 2 coverage 
2· kn!al loan payment calc~alecl on 80% pa1he1pabon uider AHFC loan terms as slated and 20°4 bati parbcIpabon@9 25°k 1nte1esl and 15 years arnorhzabon 

~ 
$356,400 
806.760 

Sl.163,160 
0% 

$1,163,160 

so 
48,000 

$48,000 

$58100 

S55.JOO 

$23,100 

$1,347.100 

.AlTBXXLS 
6124194 



PROJECT A - 16 Unit Valley Market Rent Project 
Sensitivity Case: lowest Total Development Cost, Breakeven Rents 

INCOME VALUE DEVELOPMENT COST 

Gross Income &.ldng Cost 

Beciooms !hffi ~ Total Rent ~ .!l!m Qll!aie FeeVU11! Cos!I Sgusl!:e Fool 
1 8 S791 m.m ' 8 550 $81 
2 12 St.034 148 927 2 12 830 S81 

T olal Cost of U11ls 
Proiecl Renl S224 850 Con-vnon AJ eas 
Less Vacancy & cIe<il loss @ 2% 4500 Total Bulcing Cos! 
Gross Amual Income $220 350 

Expenses Land Cost 
Taxes $17.700 
lnsuance 5.800 U11is Cost/Untl 
Ubhl1es 16.000 Raw land 10 so 
Ma1nlenance 17600 Developmenl 20 S2.400 
Management 11600 Total land Cosl 
Snow removal 600 

w Reserves ~ lnle1esl dunng Constiucboo (15 mofl!hs) @925% 
0 Total Expenses $81800 37•4 CX) 

Loan Fees andloanClosing @55% 
Net Ope1abng Income (tlOl) S\38 550 

Renl-Up Reserve @ lmonlhs 

Cap1lal12abon Rate 11% 
Income Value $1,260,000 T olal Devel opmenl Coit 

FINANCIAL FEASIBILITY 

Financing sol.Mee AHFC Mut-Famdy Secondaiy Maikel Paibc1pal1on Housing Program 

Mar~el value SI 260 000 (income value I 
Loan-lo-value 80% f!l!J!!J-reguued 
loan aino1J1I $990600 S360.500 (cost loan amount) 

Interest Iate 9219% 
knorbz abon penod 30 yea1s Annual relum on equity (pre la,) 
Amual loan payment SI02 500 IO0% (tlOl - loan paymentVeQU1ly 

Deb! service cove,age 123 (I IOI/annual loan payment) 
Requred coveIage 125 

Noles 

\ loan irnOUll calcualed al lesser of loan-to-value or what 7 5% vacancy and credit loss will supp01! w11tl bank 20°4 pa1tctpahon Iequmng I 2 cO\/er age 
2 Am.Jal loan payment calcualed oo 80°4 parlrcrpabon mdeI AHFC loan terms as sla1ed and 20°.-\ bart pa1~c1pabon@9 25% interest and 15 yeais arno!!1zahon 

~ 
S356.400 
806.760 

Sl,163,160 
0% 

S1163.160 

so 
48 000 

S48,000 

rn.Joo 

S54 500 

S211 I00 

$1.351,100 

AL TBR XLS 
6124194 
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PROJIECT A- 16 Unit Valley Market Rent Project 
Sensitivity Case: Bank Financing 

INCOIII: VALUE 

Grnss Income 

fleaooms !J!ll1§ ~ TolalRen! 
I 6 $650 S46.800 
2 10 S850 102.000 

Proiecl Rent SUB 800 
less Vacancy & credll kiss@ 2% 3000 
Gross Annual Income $145800 

Expenses 
laxes Sil.JOO 
Insurance 5,200 
Uldlbes 12.BOO 
Maintenance 11.700 
Management 11.700 
Snow removal 600 
neserves 5.200 

Total bpenses $58500 40% 

Nel Operabng Income {NOll S87.300 

C~::Mlalzallon Rafe 11% 
ricome Value $790,000 

FINANCIAL FEASIBILITY 

Fmancmg source Ba11l1 Fmanc1n9 (variable rate) 

Mafkel value 1790000 
loan-lo-value 75% 
loan amount 5534.000 

lnteresl rate 9 250% 
Amorllzabon penod 15 years 
Annual loan payment $66 000 

Debi service co~erage l 20 
Requr ed cover age 12 

Notes 

DEVEI.OPMENT cos1r 

BufongCosl 

Bm!lQ!!lli !loo Sguar e F ee!ruod ~Q§~ Sgu~~ EQQ! 
1 6 550 S90 
2 10 830 $90 

T olal Cos! or IJrnts 
Common Areas 

Tola! BuMing Cos! 

land Cost 

!,!m§ ~ 
Rawlaod 16 $6,000 
Oevelopmenl 16 $6000 

Tola! Landi Cosl 

lnleresl dunng Conslrncbon (15 monlhs) @925% 

Loan Fees and Loan Cklsmg @50% 

Renl-Up Re:.erve @ 3months 

Total Devefopmant Cost 

(income value) 
fgmly regu1ed 
1778.300 {cos! loan amoun1) 

Annual return~~ . 
2 7% (NOi - loan paymenl)lequtt; 

(UOl/ann ual loan paymenlJ 

1 toari amount calculated al lessef of loan-lo-value. or what 7 5% vacancy and c1edil loss wjl support W1lt1 bank 1equ11119 I 2 coverage 

~ 
S297,000 
747000 

$1.044,000 
0% 

SI 044.000 

$96,000 
96,000 

$192,000 

$30,900 

$26.800 

S18.600 

$1,312,300 

ABANK XLS 
6/24/94 



w ...... 
0 

PROJECT A - 16 Unit Valley Market Rent Project 
Sensitivity Case: FNMA Financing 

INCOME VALUE 

Gross Income 

~QQ!~ !!I!!§ Renl/Uml 
1 6 S650 
2 10 S850 

PJqeclRenl 
Less Vacancy & cre<il loss@ 2% 
Gross Annual Income 

Expenses 
Taxes S11.300 
Insurance 5,200 
Ulilbes 12,800 
Mamlenance tl,700 
Managemenl 11.700 
Snow , emoval 600 
Rese1ves 5 200 

T olal Expenses 

Nel Operabrig Income (NOil 

Cap118'zabon Rale 
Income Valut 

FINANCIAL FEASIBIUTY 

Noles 

Fmancmg source FNMA 

M.l'kelvalue 
Loan-lo-value 
loan amount 

Interest rate 
AmorliZallon penod 
Annual loan payment 

Debi ser.,ce coverage 
Requred coveiage 

Tola! Rent 
S46.800 
102.000 

S 148 800 
3000 

S145.800 

$58500 

$87300 

11% 
$790,000 

$790000 
80% 

$632000 

10 375% 

40% 

30 ye;ys 
$68700 

115 
115 

DEVELOPMENT COST 

(mcome value) 

Bu'°ngCosl 

~ Ulm 
I 6 
2 10 

Tola! Cosl of Unils 
Common Areas 

T olal Buldlng Cosl 

LandCosl 

!.!I!m 
Raw land 16 
Development 16 

Tolal Land Cosl 

~eFeel/UnIt 
550 
830 

lnteresl durmg Conslruc!Jon t 15 monlhs} 

loan Fees and Loan Closmg 

Rent-Up Reserve 

Total Development Cost 

~fill 
S703,800 (cost loan amount) 

Annual return on egrntv !pre-tax\ 

Cosl/ Square Foot 
S90 
$90 

Cost/Um! 
S6.000 
S6.000 

@926% 

@ 70% 

@ 3monlhs 

2 6% (NOi - loan paymenl)teqmly 

(NOi/annuai loan payment) 

1 Loan amounl calculaled al lesser of loan-lo-value. or what 7 5% vacancy and credit loss Wll support, with FNMA requrmg 1 15 coveiage 

~~ 
$297,000 
747,000 

$1,044.000 
0% 

$1,044 000 

S96.000 
96.000 

S192.000 

$36,700 

$44.500 

$18,600 

$1,335,800 

AFNMA XLS 
6124194 



PROJECT A-16 Unit Valley Market Rent Project 
Senslth,lty Case: FHA Financing 

INCOME "I/ALLIE 

Qosslncome 

~o-ooms ~ ~ 
1 6 S650 
2 10 S8~i0 

Prf.¥!CI Rent 
less Vacancy & credl loss@ 2% 
Qoss Annual Income 

Eio:penset, 
Taxes $11100 
Insurance 6.300 
Ub~lles 12.800 
Mamlenance 11.700 
Management 11.700 
Snow removal 600 
Reserves 5200 

T olal Expenses 

Nel OpE!fabng Income (NOi) 

Cap1laizauon Rate 
ricomaValue 

FINANCl/,L FEASIBILITY 

Noles 

Fmancmg source FHA 

Markel value 
Loan-lo-value 
loanamounl 

lnleresl rate 
Amortizabon period 
Annual loan payment 

Debi service covei'age 
ReQured coverage 

Total Ren! 
$46.800 
102 000 

$148800 
3000 

$145.600 

$59400 

$66.400 

11% 

$790,000 

$790000 
90% 

$711.000 

9500% 
40 years 

S69 100 

1 13 
111 

41% 

DEVELOPMENT COST 

(income value) 

B1111d11gCosI 

~Q!!!l !loo 
I 6 

Square FeellUnil 
550 

Cosll Square Fool 
S108 

2 10 
T olal Cos11 of Umls 
Common Areas 

Tollal Bu«tn Q Cost 

LandCosl 

!Jill§ 
Raw land 16 
Development 16 

f Olal la11d Co~I 

lnleresl durmg Com,lrucbon ( 15 monlhsJ 

loan Fees and Loan Cbsmg 

Renl-Up Reserve 

830 

T c1tal Development Cost 

Eqmly reguv ed 
$839,700 (cost - loan amount) 

Ammal return on eg111;y (pre la.xi 

S108 

CoslJUml 
$6,000 
$6,000 

@925% 

@65% 

@ 3monlhs 

2 1% (NOi . loan payment)fequ1ty 

(NOi/annuai loan paymenl) 

1 loan amount calculaled al lesser c1f loan-lo-value or what 7 5% vacancy and cretil loss Ml support 1Mlh FHA requrmg l 11 coverage 

Total Cost 
$356,400 
896.400 

$1.252 800 
0% 

$1252 800 

$96000 
96000 

$192000 

$41 IOO 

$46 200 

$18.600 

$1,550,700 

AFHA XLS 
6125194 
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PROJECT A - 16 Unit Valley Market Rent Project 
Sensitivity Case: CBJ Financing 

INCOME VALUE 

Qosslncome 

Bectooms llim 
I 6 
2 10 

~ 
$650 
S850 

~HIDll 
S46.800 
102.000 

Protect Renl S 148 800 
Less Vacancy & crecil loss@ 2% ___ 3 __ 00_0_ 
Goss Annual Income S 145.800 

Expenses 
Taxes 
Insurance 
Ulibes 
Mainlenance 
Managemenl 
Snow1emo11al 
Reserves 

T olal Expenses 

Sll.300 
5,200 

12,800 
11.700 
11.700 

600 
5,200 

Net Operabng Income (NOi) 

C~lallzabon Rale 
klcome Value 

FINANCIAL FEASIBILITY 

Noles 

Fmancmg source CBJ Bond Issue 

Market value 
Loan-lo-11alue 
Loan amounl 

lnleresl rate 
Arnortaabon penod 
Annual loan paymenl 

Debi sefV!ce coverage 
Requred co11erage 

S58 500 

$87,300 

'11% 
5790.000 

$790000 
90% 

40% 

$639,700 

97500/o 
JO yei:l'S 

S66000 

120 
12 

DEVELOPMENT COST 

{mcome value) 

Binding Cos! 

~ ~ 
I 6 
2 10 

T olal Cost of Umls 
Common Areas 

Tolal Buicing Cost 

LandCosl 

!.!Ill§ 
Raw land 16 
Development 16 

Total Land Cost 

Sguar e Feel/Unil 
550 
830 

lnleresl dunngConslruclion I 15 monlhs) 

Loan Fees and Loan Closing 

Rent-Up Reserve 

Total Oavelopmenl Cost 

Egul!y regured 

CosV Square Fool 
$90 
$90 

~ 
$6,000 
$6,000 

@925% 

@90% 

@ 3monlhs 

$709,700 (cost - loan amounl) 

Annual relurn on egrnty fDftHaxl 
3 0% (NOi • loan paymenl)/equily 

{NOi/annuai loarJ paymenl) 

1 LoarJ amounl cciculaled al lesser ol loan-lo-value. or whal 7 5% vacancy arJd c1ecit loss wll support. with bond issue requwmg 1 2 co11erage 

~ 
$297,000 
747.000 

Sl.044,000 
0% 

$1,044,000 

$96,000 
96,000 

$192000 

$37100 

$57,700 

$18600 

$1,349.400 

ACBJXLS 
6124194 
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PROJECT 8- 30 Unit Downtown Market Rent Proiect 
Base Case 

INCOIIIE VALUE 

Gioss Income 

~ !.!Ifil 
0 6 

ProteclRenl 

17 
7 

Bf!:!lru!!l 
f,00 

$700 
$900 

Less Vacancy & c1edrlloss @ 2% 
Gloss Amual Income 

bpenses 
Ta,es $19400 
lnsll'ance 9,200 
Ubl1bes 24,000 
MamlenilflCe 20500 
Management 20,500 
Snow removal 1,000 
ResefVeS _9800 

Total E ,penses 

N,el Operabng Income !NOi) 

C,3P1iahzabon Rate 
Income Value 

FINANCIAi. FEASIBILITY 

Tolal Rent 
143.200 
142,800 

75,600 

1261.600 
5 200 

$256,400 

$104 400 

1152 000 

11•.4 
$1,180,000 

41'% 

DEVELOPMENT COST 

Bu!dmgCosl 

J olal Cosll of U11ls 
Comnon ,l\reas 

~ 
6 
17 
7 

Total Buldrn!J Cost 

Land Cosl 

~ 
Raw land 30 
Oevelopmenl 30 

Tola! Land Cost 

Sware feel/Ur,! 
450 
550 
783 

lnleresl du'1ng ConslJUCbon ( 15 monlhs) 

Loan Fees and Loan Closing 

Renl-Up Reseive 

Total Oevelopm1int Coit 

Financing soll'ce AHFC MiJHamily Secondary Makel Parbc1pabon Housing Program 

Mar~el value $1380,000 (income value) 
Loan-lo-value 80% w~ 
lo.w,amounl $1,080 000 11,266,500 (cos!- loan amountl 

lnleresl I ale 9219°.4 
Amo,tizabon penod JO years Annual return on ~~ 

cosv Squa,e fool 
195 
195 
195 

~ 
$7,800 
14,200 

@925% 

@55% 

@ 3 monlhs 

Amual loan payrnenl $111700 )~•% {NOi • loan paymen1yequ ly 

Debi seMce co1•erage 123 (tl01/anr1Jal loan paymenll 
Re<J,11ed cove, age 125 

Noles 
1 Loan amou,I calciJated al lesse, of loan-lo-value 01 what 7 5% vacatlC)' and credrl loss will support. ,_,lh b,ri 20°4 pa,bc1pabon requmng 1 2 coverage 
2 Amual loan payment calctJaled on 80'4 parbc1pallon l.llder AHFC lo.-i leims as staled and 20°4 bank pa,bc1pabon@9 25% mteresl and 15 yeas ilTIO!bZabon 

~ 
1256,500 
888,250 
520,695 

11.665.445 
10% 

11,831.990 

1234,000 
126.000 

1360,000 

162,400 

S~9 400 

132.100 

$2,146,500 

BBASEXLS 
61'24'94 



PROJECT B - 30 Unit Downtown Market Rent Project 
Sensitivity Case: High Density 

INCOME VALUE 

Gross Income 

Bectooms !.!!!b ~ Tolal Renl 
0 1 600 $50,400 

1 21 $700 H6.400 
2 9 $900 97.200 

Proiecl Rent S324 000 
less Vacancy & ae<II loss@ 2°.4 6 500 
Gross Alnlal Income $317 500 

Expeoses 
Taxes $24.100 
lnsuance U.400 
Ubhbes 29,600 
Mamlenance 25 400 
Management 25,400 
Snow 1ernoval 1000 
Resef\les ~ 

Total Expenses $128 900 41% 

Nel ()per ahng Income (NOii $188600 

Cap1tal1zallon Rate 11•.4 

Income Value $1,110.000 

FINANCIAL FEASIBILITY 

DEVELOPMENT COST 

Bul<lng Cost 

Bectooms !.!!!b 
0 1 

21 
9 

T olal Cosl of U111ts 
Corrmon Areas 

T olal Buldlng Cost 

Land Cost 

!nm 
Raw land 31 
Development 37 

T olal Land Cost 

Square Feel.lUrd 
450 
550 
783 

lnleresl dunng Consbucbon (15 monlhsl 

Loan Fees and loan Closing 

Renl•Up Reserve 

Total Development Cost 

f 1nanc1ng source AHFC MuHam1ly Secondary Makel Pa1hc1pallo11 Housing Progam 

Mar~elvalue $1710000 (mcorne value I 
Loan-lo•value 80% E!l!al!~ rj;quired 
Loan amcuil $1340 800 $1,483,500 (cost· loan arnol1'11) 

lnleresl ,ale 9219% 
Amoibzabon penod 30 yeais Annual return on egu!)'~ 

Cost/ Swarn Fool 
$95 
$95 
$95 

~ 
$6,324 

SJ.405 

@ 925% 

@55% 

@ 3monlhs 

Am.Jal loan payment $138 700 34% jNOI • loan paymentVequity 

Debi sennce coverage 123 IUOl/iJllrlJal loan payment) 
Req.1nedcoverage 125 

Noles 

1 loan amoool calcua1ed al lesser of loan-lo-value or what 7 5% 1/acancy and credit loss will suppo,t w11h bn 20% parbc1pabon 1equmng 1 2 coverage 
2 Arrua1 loan payment calcuated on 80% paihc1pallon lC!der AHFC loan terms as slated .wid 20% bri pa1bc1pabon@9 25% mterest and 15 yeais .morbzabon 

~ 
$299,250 
t,097.250 

669,465 
$2,065,965 

10% 
$2,272,562 

$234,000 

126.000 
$360,000 

$71,500 

$73.700 

$40500 

12,824,Jtltl 

BHDENXLS 
6124194 
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PRO,JECT B • 30 Unit Downtown Market Rent Project 
Sensitivity Case: Low Construction Cost 

INCOME VALUE 

Gross Income 

~ !Jr!b ~W!!I Total Renl 
0 6 600 $43.200 

,1 Si'OO 142 800 
7 S!IOO 75600 

P101ectRenl $261,600 
l.ess Vacaflf.y ~ creiil loss @ 2% 5 200 
Gross Arnlal Income $256,400 

Expenses 
la~es $19,600 
1nsuil1Ce 8,200 
Ubhbes ,!4000 

ManlenillCe 20.500 
Managemenl ,!0500 
Snow removal 1.000 
ReseNes __ 9.800 

Tolal Expenses $103 600 40% 

N£,I Operabng Income (NOi) $152,800 

Ccip1lal1zabon Rate 11•.4 

Income Value $1,390,000 

FINANCIAL FEASIBILITY 

DEVELOPMENT COST 

BulijngCosl 

~Im 'l.!!m ~c~are Etfl/Unll 
0 6 450 

17 550 
783 

l olal Cosl of Urnls 
C011T11011 t11eas 

Toi;~ Butdmg Cost 

Land Co,I 

!.!!!§ 

Rawlaod 30 
Oevelop,mml 30 

T olal land Ct>SI 

Interest w11ng Consh1tlion {15 monitisJ 

loan Fees and loan Cloi~ng 

Rent-Up Resen1e 

Tolal DevelopmentCosl 

Fmaflf.1ng SOLICe AHFC Mub-Farnly Seconda.-y Markel Parbcipabon Housing P1011am 

Markel value Sl.390000 (income value) 
loan-lo-value 80°4 ~fQ. 
loan.mom! SI 086 300 $1,017,700 {cost loanamollll) 

Interest rale 9219% 
Amorbzabon penod 30 years Annual relLJn on~~ 

Q2~~ ~HI F22! 
$36 
S86 
$86 

~ 
ST,800 
$4,200 

@925% 

@55'!1, 

@ Jmonlhs 

Alnlal loa, payment $112 400 37'11, 1~1O1- loan paymentVecµly 

Debi seMce coverage 1 23 (tlOl!arroal loan payment) 

Req1.1red cover ~Je 1 25 

Noles 
1 Loa, amoml calculated al lesser of loan-lo-value 01 whal 1 5% vacillCy aod creiil loss w•t 5l.W01i. ••11h balll( :to% parbcrpabon 1equnng 1 2 cove1age 
2 Arn.ial loanpaymenlcalc!Jated,:,n 80% parbc1pabon l.llder AHFC loa, lerms as staled .rd 20"4 bri pa,b1;1pa'!1oo@S 25•,1, inleresl and 15years arno1bzabon 

~ 
$230,850 

799,425 
468,626 

Sl,498 oo, 
t0% 

S1.648791 

$234,000 
126.000 

$360,000 

$62 800 

159 700 

$32.700 

S2, 164,000 

BLCON XLS 
6124194 



PROJECT B - 30 Unit Downtown Markel Rent Project 
Sensitivity Case: Zero Raw Land Cost 

INCOME VALUE 

Gloss Income 

Beaooms .!km 
0 6 

17 
1 

BfillWru 
600 

$700 
$900 

Total Rerit 
$43,200 
142.800 
15600 

Prqecl Ren! $261.600 
less Vac.rcy & cre<il loss@ 2% ___ 5_.2_00_ 
Gloss Arrual Income $256.400 

fapenses 
Taxes 
lns1J.rce 
Ubl1bes 
Mamtenaoce 
Managemenl 
Snow removal 

$19 400 
9.200 

24.000 
20500 
20,500 
1.000 

Reserves ~ 
Total E ,penses 

Net Opet ab11g Income (~IOII 

Cap1lai1zabon Rate 
Income Value 

FINANCIAL FEASIBILITY 

$104 400 

$152.000 

11•4 
St.JB0.000 

41% 

DEVELOPMENT COST 

Bl.llangCosl 

T olai Cosl of U11ls 
COlmlOO Ateas 

!lrm 
6 
17 

T olal Building Cost 

Laid Cos! 

.!km 
Raw laid 30 
Developmenl JO 

T olal Laid Cost 

Square feet!Uol 
450 
550 
183 

lnte,esl ruing Consbucbon (15 monlh!'.) 

Loan Fees aid Loan Closing 

Rent.Up Reserve 

Total Development Coil 

F1nancmg sauce AHFC Mub F auuly Secondary Marbel Pa,bc1pabon Housing Program 

Mai~elvalue $1.3110000 {mcome value) 
Loan-lo-value 80% tQU!fi 1eQU!reg 
loan iWTIO!III SI 0110 000 $1,032,500 {cosl loan arnount) 

Interest ,ate 9 219°.4 
Amorbzabon penod JO years Amuai 1et1rn on N~!:i~~ 

Cost/ Square Foot 
$95 
$95 
S95 

~ 
$0 

$4,200 

@925% 

@ 3monlhs 

Annual loan payment St 11 700 3 9°.4 (NOi - loan paymenl).lequity 

Debi ser.ice coverage 123 1~1O11.vroai loan paymeril) 
Re<pred coverage 125 

Holes 
1 Loan iWTIO!III calcualed al lesse, of loan-to-value 01 what 7 5°.4 vac.rcy and emit loss will support will bri 20•.- parbc1pabon requ111ng I 2 co11erage 
2 hnlal loan pcl)menl calrualed on 80% parbc1pat1ori IXlder AHFC loan leims as slated aid 20".- bri par,c,pa!on @9 25°.4 mle1esl and 15 years amorbzal!on 

To!alCosl 
$256.500 

888,250 
520695 

$1,665.445 
10% 

Sl,831,990 

so 
126,000 

$126 000 

$61400 

$59 400 

SJ2}00 

$2,112.500 

B0RLC XLS 
6f2W4 
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PROJECT B - 30 Unit Downtown Market Rent Project 
Senslitlvily Case: Lowest Total Development Cost 

INCOll;E VALUE 

Goss Income 

~Yim 
0 7 

21 

l!t!!!Af!!l 
$600 
i'OO 

$900 

Tola! Ren! 
S50,400 
176,400 
97.200 

Proiecl Renl '324,000 
Less Vacancy & ae(i'I loss @ 2°A. ___ 6_500_ 
Gloss AlnJa Income S317.500 

Eicpenses 
Taxes 
lnsuance 
Ubbbes 
Maintenance 
Management 
Snow,emoval 
Reserves 

Total Expenses 

N,el Ope,abng Income (NOii 

$24200 
10.200 
29,600 
25.400 
25 400 

1.000 
_12000 

sm 800 

$189700 

40% 

DEVELOPMENT COST 

BuldlngCosl 

T olal Cos'! of Un1ls 
Cormion Areas 

~ 
7 
21 
9 

T olal Buhi~J Cost 

la,,d Cost 

Raw land 
!k!§ 

37 
Development 37 

folal larnl Cosl 

Square Feel/U11I 
450 
550 
783 

lnleresl dulllg Cons!lrucbon ( 15 monthsJ 

CosV swa1e Foot 
S86 
86 
$86 

CosUU11! 
so 

$3,405 

@925% 

@55% loan Fees .nllloan Closing 

Rent Up Resen1e @ 3months 

C,;ip1ial1zabon Rate 
Income Value $1,120.000 Total Denlopm,anl Cos! 

FINANCIAi. FEASIBILITY 

Financing SOUfCe AHFC Mub-Fa1111ly Secondaiy Markel Pa1ic1pabon Housing Progam 

Markel value SU20 000 (mcome value! 

l oan•lo·value 80°A. Ell~ 
loan amotr1! Sl.349.400 Sl.014.600 (cost- loana,nounl) 

Interest 1ale 9219% 
Amorbzabon peno.l 30 years Annual u,ltrn on ~~ 
ArnJal loan payment $139600 4!1% ( NOi • loan paymen1Veqt.1ty 

Debi semce coverage 1 23 {tlOl/arffjal loan paymenl) 

Requ11edcove1c1ge 125 

Noles 
1 loan anoool calcliale(I al lesser olloan-to-value OJ whal 7 5% vacancy and credll loss will support ,,..,th ban~ 20% parhc1pahon Iequ11ng I 2 coverage 
2 Amual loan payment calcualed on 80% parhcipal,on Lnder AHFC loan terms as staled a11d 20% bank part,c1p.iboo@ 9 25% 1nleresl aod 15 years amorl1zat1on 

~ 
S269.325 
987,525 
602,519 

Sl.859.369 
10% 

$2,045.305 

so 
126000 

S126.000 

S78 000 

S74 200 

S40.500 

$2,364,000 

Bl TDC XLS 
6124194 
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PROJECT B - 30 Unit Downtown Market Rent Project 
Sensitivity Case: High Construction Cost 

INCOME VALUE 

Gloss Income 

~ !J!!b ~ Tolal Renl 
0 6 600 $43 200 

17 $700 142.800 
2 S900 75 600 

Ptotecl Rent $26t600 
less Vi!C.ancy & c1edll loss@ 2°.4 5200 
Gloss Arrual Income $256,400 

El(J)l!nses 
Taxes $19,300 
lnslJ'ance 11,000 
Utit1bes 24,000 
Maintenance 20500 
Mariagement 20500 
Snow1emoval 1,000 
Rese1Ves ~ 

Total Expenses SI06.100 41•, 

Net Operabng Income INOIJ $150,300 

Cap1lahzahon Rale 11% 
Income Value $1,370,000 

FINANCIAL FEASIBILITY 

DEVELOPMENT COST 

BulangCosl 

~ l.!rm QQ!Jille F etl/Urw! 
0 6 450 
1 17 550 
2 1 783 

Tolal Cosl ol Unls 
Co11mon Areas 

T olal B~ldlng Cost 

larid Cost 

Uflls 
Rawlm JO 
Development 30 

TotallmCosl 

lnleresl cuing Conslrucbon (15 montt1s) 

loan Fees and loan Closing 

Rent-Up Reserve 

T olal Development Cost 

Financing souce AHFC Mub-Fam!y Secondary Market Parl!c1pallon Housing PIO!Jam 

Markel value S1,370 000 (income 11alue) 
loan-to-value so•, E~IY.rtg!!!reg 
loan.-nomt Sl.066 700 S 1,644.800 (cos! - loanamom1) 

Interest 1ale 9219% 
Amofllzabon penod 30 years ~al return on fQY!!}' jQrf lax) 

,2~1l Q!l,!af FQO! 
$114 
Sl14 
$114 

Cosl/Unt 
$7,800 
S4.200 

@ 925'14 

@55°.4 

@3monlhs 

Annual loan payment S110 400 2 4°.4 (NOi - loan paymentYeCJJ!ly 

Debt serv,ce co11e1age 1 23 (tlOl/anrual loan payment) 
Re(Ji1ed coverage 125 

Notes 

1 loan amou1l calcuated al tessei of loan-to-value or what 7 5•4 vacaicy and credll loss w~I S1.4)1)011. with bank 20% parbc1pa,on requmng 1 2 coverage 
2 Am.Jal loai payment calclialed on 80% parbc1pallon under AHFC loan leims as staled and 20% biri. parbc1pabon@ 9 25°4 1nle1est m 15 yeas amorbzabon 

~ 
$307,800 
1,065,900 

624.834 
Sl,998 534 

10% 
S2.198.387 

$234,000 
126,000 

S360.000 

S61.700 

$58.700 

$32.700 

$2,111,500 

BHCON XLS 
6124194 
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PROJECT B - 30 Unit Downtown Market Rent Project 
Sens;ltivity Case: Breakeven Expenses 

INCOl•E VALUE 

Gi,oss Income 

~ !loo ~!!l'!Jm 
0 6 !1600 

17 100 
1 ll900 

P1oiecl Rent 
Less Vac.n:y & c1edltloss @ 2•A. 

Gross Arrual Income 

Eq>enses 
Ta~es t,A 

lnst1ance IIA 
Ublibes ~~A 

Mamlenance tlA 

Management UA 

Snow1emoval tlA 
Rese111es -~ 

Total Expenses 

lllel Ope,abng Income (NOi) 

Capd,ll1zabon Rate 
Income Value 

FINAHCIAL FEASIBILITY 

Total Ren! 

543.200 
142.800 

15 600 

1261 600 
5 200 

$256 400 

S7 140 3% 

1249 260 

11% 

'2.270.000 

DEVELOPMENT COST 

8UJtdlngCosl 

Bfiltllf!!m 
0 

!.!M 
6 
11 
1 

T olal Cos! of Urrls 
Comn011 Alea!, 

TolalBuildlngCosl 

Land Cost 

!!!m 
Rawtancl 30 
Developmenl 30 

T olal Land Casi 

Square Feet/Uni 
450 
550 
183 

Cosll Square Foot 
$95 

95 
195 

CoslltlrNI 
17,800 
14.200 

lnl1?resl <hmg Consbucbon (15 months) @! 925% 

Loan Fees and Loan Closing @55% 

Rent.Up Reserve @! 3 months 

Total Development Cost 

Fmancmg sou-ce AHFC Mub-Farnly Secondary Ma,~et Partmpabon Housing Program 

Markel value 12.270 000 (income value) 
Loan-lo-value 80°,i, ff~ 
Lo~amoml SI 816 000 1613.600 !cost loanamo1¥11) 

Interest rate 9 219°k 
Pmorbzabon pe110cl 30 years &1011al 1elurn Q.lti9lli!J'~ 
Arrual lo~pa1,menl 1187 900 100% (t!OI • loan paymentVequ1ly 

Debi seMce cove1 age I 25 IUOl/amual lo~ paymenl) 
Re(1.Jlecl coverage I 25 

Noles 
1 Lom amoml calciJated at lesser ol loanlo-~alue or what 7 5% vac.n:y ~cl c1edll loss v11II Stffort with tin 20°.4 parbc1pallon requiring 1 2 Cllverage 
2 Arn.lal lo~ payment calcualed on 80% parbc1pahon mclei AHFC loan terms as staled and 20% barll par1lClpabon@9 25°.4 mt;,1est ancl 15 yea1s amorbzabon 

~ 
ms.5oo 

888.250 
520.695 

51.665.445 
10% 

51.831.990 

1234.000 
126000 

$)60.000 

5105.000 

S99.900 

132100 

$2,429,600 

BBEXPXLS 
6/24194 
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PROJECT B - 30 Unil Downtown Market Rent Proiect 
Sensitivity Case: Breakeven Rents 

INCOME VALUE 

Gross Income 

~ U!ID ~ Tolal Rent 

0 6 $910 $65.532 
t7 1,062 216.618 
1 SU65 114 680 

Pioiect Ren! $396,IBO 
Less Vacancy & cre<il loss@ 2% 7 900 
Gross Arn.Jal Income $388 930 

Expenses 

la•es $32 100 
lnstJ"ance 9,200 
Ubhbes 2{000 
Mantenance )1_100 
Management Jl.100 
Snow removal 1,000 
Reseives ~ 

To!al E<penses SIJ8 300 )6% 

Nel ()perabng Income (NOi) 1250630 

Cap1lal1za11on Rate 11% 
Income Value $2,280,000 

FINANCIAL FEASIBILITY 

OEVELOPIIENT COST 

Bllll<ing Cosl 

~ !!rm ~!lJc11t Et~IB!!ll 
0 6 450 
1 17 550 

783 
T olal Cosl ol Urils 
Comnon Aleas 

T olal Buil<ing Cosl 

LandCosl 

lklli 
Raw land 30 
Development 30 

T olal Land Cost 

lnte1esl dlJ'mg Consl!ucbon (15 monlhsl 

Loan Fees and Loan Closmg 

Reot-Up Reserve 

Total Development Cost 

Financmg source AHFC Mlib-F am1ly Secood.-y Markel Paibc1pa~on Housmg Progam 

Maikel11alue S2 280.000 (income value) 

Loan-lo-value 80"-' f9!!!!::ile9!J!red 
Loan ancu1t Sl,795 900 1648.JOO (cos! loan arooU1t) 

lnle1esl ,ale 9 219°4 
Amor bzabon period 30 yea,s Annual 1elurn on e!l!D!::i {1,1e•la•) 

~o~ll S!lJc11~ F22I 
$95 
95 

$95 

Cost/Uni 
$7,800 
$4200 

@925% 

@ 55°4 

@ 3monlhs 

Arn.Jal loan paymenl $185800 100% (HOl - loanpaymenlyequly 

Debi serv,ce cove, age I 2J (HOl/arn.1al loan payment) 
Requ1ed co~e1age I 25 

Noles 
1 Loan ancu1I calcliated al lesser olloan-lo-11alue or whal 7 5% vacancy and creci'I loss will StqJorl, w11h barf. 20% parlic1pabon re(lUlnng l 2 cove1age 
2 Arn.la loan payment calcdaled on 80'4 pai bc1pabon mdel AHFC loan terms as slated aid 20"4 biri. parbc1pabon @ 9 25% tnlerest and 15 yeas amorbzabon 

~~ 
$256,500 
888.250 
520,695 

Sl.665.445 
10°4 

$1,831.990 

$234,000 
126 000 

$360,000 

SlOJ,aoo 

$98,800 

$49.600 

$2,444,200 

BBRNT xtS 
612.W4 



PROJECT B - 30 Unit Downtown Market Rent Project 
Sensiitlvily Case: Lowest Total Development Cost, Breakeven Expenses 

INCOWIE VALUE DEVELOPMENT COST 

Goss Income B1.1ldmgCosl 

Beaooms !Joo Ht~ Tola! Renl ~m !.!Il!s §9!1are F!t!t!l!.1111 ~!!St! §miare Eool 
0 1 $600 SS0.400 0 7 450 $86 

21 :roo 116 400 21 550 86 
9 $900 97 200 783 S86 

Total Cos11 of Unls 

Proiecl Ren! Sl24 000 Con-,non .tueas 
Less Vacancy & credit loss@ 2".4 6 500 T olal B1.1lding Cost 
Gloss Arrual Income Slll.500 

Ea:penses Lilld Cost 
Taxes NA 
lnsuance HA !II!§ ~ 
Ullhl!es HA Raw lilld 37 so 
Mainlenance HA Development 37 SJ,405 
Mai,agen1eot tlA Total land Cost 
Snow 1emo11al t/A 

f.;j Reserves -~ lnk!!esl wing Cons In.don ( 15 monlhs) @925% 
I',,) 
...... T olal Erpenses $69 810 22% 

loan Fees andloa111 CIC1sing @ 55•,4 
Net Ope1ahng Income (NOi) $247.690 

Renl•Up Reserve @ 3moflths 

Cap1tal1zabon Rale 11% 

Income Value $2,250.0011 T 1J,lal Oevelopm anl Coil 

FINAt,ICIAL FEASIBILITY 

Fmanc1ng soLJce AHf'C Mllb· Family Secondaiy Maikel Pai bcipalion Housing Prog ain 

Maikel value S2 250 000 {income value) 

Loan·IO•value 80% ~~ 
Loanamoml 51,800 000 S614.900 (cosl loan amount) 

Interest rate 9 219% 
Amorbzabon pe11od 30 yeais Annual return 011~~ 

Arrual loan painnent $186 200 10,0% (tJOf. loan paymentyequity 

Debi seMce co11,;rage I 23 (IIOl/amual loan paymenll 
Required coverage l 25 

Noles 
1 Loc11 artlOlFllcalcuated al tessiM of loan·I0·11alue. or what 7 5% vacancv and credit loss v11U s~pOll, w,lh tri 20•,4 pai~c1pabon 1equ1mg 1 2 coverage 
2 Afn1al loan payment calcualed on 80% parbc1pahon lnde1 AHFC loan lerms as staled and 20"4 bartc pailic1pabon@ 9 25% interest and 15 years amorbzabon 

Jolal~ 
$269.325 
987.525 
602,519 

$1,859,369 
10% 

S2 045.305 

so 
126 000 

S126,000 

$104,100 

S99,000 

S40.500 

$2,414.900 

BLTBX XLS 

6124194 
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PROJECT B - 30 Unit Downtown Market Rent Project 
Sensitivity Case: lowest Total Development Cost, Breakeven Rents 

INCOIIE VALUE DEVELOPMENT COST 

Gross Income Bllldlng Cost 

Bedrooms !.!!!§ ~ Total Rent ~ !Jim !:igyare F eeVUni! 
0 7 $749 $62,919 0 7 450 
1 21 874 220.211 t 2t 550 

2 9 $1,124 l21.l44 9 783 
1 olal Cost of Unds 

Proiecl Rent $404 480 C01T1oon Areas 
Less Vaca«,y & c1edrt loss @ 2% 8,100 1 olal Building Cosl 

Gross Anooal Income $396.180 

Expenses land Cost 
Taxes Sll.800 
!nSll"iJflCe I0,200 !Jim 
Ubhbes 29,600 Raw land 37 
Maintenance ll.700 Oevelopmenl 37 
Management ll 700 Total land Cosl 
Snow removal 1,000 
Reserves ___lli!QQ_ lnle1esl duung Conslluchon (15 months) 

lolal bpenses $148 000 17% 

loan Fees and loan Closing 
Nel Opeiabng Income (UOIJ $248180 

Rent-Up Reserve 

Capital1zabon R ale 11°4 
Income Value $2,260.000 T olal Oevelopmenl Coat 

FINANCIAL FEASIBILITY 

F1nanc10g SOU!Ce AHFC M"b·F arnly Secoodarf Markel Parbc1pabon Housing Program 

Mart.et value $2 260,000 (income value) 

loan-to-11alue 80% fgub'.l~Q!!lffd 
Loan ai11CU1l $1775 300 S646.800 (cost toan.mounll 

lnleiesl rate 9219% 
Amor bzabon pe11od 30 ye.-s Annual 1elum on eQ!,!!~ 1111e-ta•1 

gos)l S!i!are Fool 
S86 
86 
$86 

~ 
so 

$3,405 

@ 925% 

@ 55% 

@ lmon1hs 

Annual loan payment $183 700 100°4 (NOi - ioan paymen!Vequty 

Debi service coverage 123 (UOlfarroal loan paymenll 
Recµ1ed coveiage 1 25 

Noles 

t loan arnoml calctJaled al lesser of loan-lo-value. 01 what 7 5% vacancy and credrl loss will suppo1I, w11h bank 20°4 parbc1paboo requumg I 2 coverage 

2 lvrual loirl payment calcualed on 80% paibcipabon lflde! AHFC loan leims as slated and 20°4 bri parbc1pabon@ 9 25"4 interest and 15 years ¥110rb2abon 

~ 
$269,325 
987,525 
602.519 

$1,859169 
10% 

$2,045,305 

so 
126000 

$126,000 

$!02,600 

$97,600 

$50600 

$2.422,100 

BLTBR XLS 
&74194 
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PRO.JECT B - 30 Unit Downtown Market Rent Project 
Sensitivity Case: Bank Financing 

INCOIIE VALUE 

Gfoss Income 

OEVELOPIIENT COST 

Buti:ingCosl 

~ !.!!!§ &!)W!!J ~ ~fill :!.!rm Swart Etell!Jr1I C!!iV ~!l!ait E221 
0 6 600 

17 Si'OO 
7 $900 

Plqec!Renl 
l.ess Vacaicy & c1edll loss 4@2°4 
C3'oss Amual Income 

Expens.es 

Ta•es $\9,◄00 

lnSU'ance 9.200 
Ubhlles ;(4000 

Ma1nlenance 20,500 
Management 20500 
Snow remova 1,000 
Resef\'es __ 9800 

Tolal Expenses 

Ne·! Ope,abng Income (NOi) 

C,1pdal1zanon Rate 
Income Value 

FINANCIAL. FEASIBILITY 

Noles 

Fmarn:1ng source Bank Financing 

Mar~elvalue 
loan-lo value 
toananot11l 

Interest rate 
Amorl!zabon peuod 
Arn.lat loan paymenl 

Debi seMce co11e1age 
Req..1red coveiage 

$43.100 
142,800 

75,600 

$261,600 
5,200 

$256,400 

$104 400 

$152 000 

11% 
11,380,000 

SUB0.000 
75% 

$918 JOO 

9]50% 
15 yeais 

$114600 

1 20 
1 2 

0 6 450 m 
17 550 $95 

7 783 $95 
Total Cost of Units 
Corrmon J\reas 

Total Buldlng Cosl 

landCosl 

!.!rm ~ 
Rawta"ld JO $7,800 
Developm,~nt JO $4,200 

Tola! land Cost 

lnteiesl oonng Consbucbon {15 monlhs) @925% 
41% 

lo.¥! Fees aid loan Closing @50% 

Rent-Up Reserve @ J rtionlhs 

Total Dev■opmentC01t 

(income value) 

Eguty ,eoore!J. 
$1,396,500 (cost loan amomll 

OO!lual relun onr~~ 
2 7% (HOI - loan paymenlYeq..1ly 

(NOl/am.ial loan paymenlJ 

1 LoanaTIOISI! calcualed at lesse, o!loan-lo-value 01 whal 15% vacancy ¥Id credll loss wdl SlffOll, 11•11hballl'. requmng 1 2 coverage 

~ 
$256,500 
888,250 
520.695 

Sl,665.445 
10•4 

$1,831.990 

$234,000 
126,000 

$360,000 

$53 700 

$46,400 

$32.700 

s2.m.soo 

BBANK XLS 
6124194 



PROJECT B - 30 Unit Downtown Market Rent Project 
Sensitivity Case: FNMA Financing 

INCOIIE VALUE 

Gross Income 

~ !loo 
0 6 

t7 
1 

~ 
600 

S700 
$900 

Total Reol 
$43,200 
142,800 

f5600 

Pr01ect Renl S261.600 
Less Vacancy & credil loss @ 2% __ _.;.5-"'200~ 
Gross Armal Income $256.400 

Expenses 
Taxes 
lnsaance 
UlrUes 
Marolenance 
Management 
Snow removal 

$19.400 
9.200 

24.000 
20.500 
20500 

I 000 
Reserves ~ 

Total Expenses 

Nel Operabng Income (~jOlj 

Capilahzaboo Rate 
Income Value 

FINANCIAL FEASIBILITY 

F1nancmg source HIMA Fmanc1ng 

$104 400 

$152.000 

11•.4 
$1,380.000 

DEVElOPIIENT COST 

BurldlngCosl 

~ !.!!!U 
0 6 

2 
T olal Cost of U11ls 
COl1TflOl1Aleas 

17 

T olal Bu:ldlng Cosl 

land Cost 

!km 
Raw land 30 
Development JO 

Tolal land Cos! 

Square F eellU!ll 
450 

550 
783 

Interest wmg Conslrucbon (15 months) 

loan Fees andloanClosmg 

Rent-Up Reserve 

Total Oevalopment Cosl 

Mar~el value 
loan-lo-value 
loanc'WTIOUlll 

SUBOOOO 
80% 

(income vi!luel 

Eautyrewred 
suouoo $1,264.400 (cost loan aJ'l(Jrnll 

10 375% 

Amual return on elJlnty (pre la•) 

CosV Square Foot 
595 
$95 

595 

CosUU11I 
$7,800 
$4,200 

@925% 

@70% 

@ 3monlhs 

loleresl rate 
Amorbzabon permd 
Armal loan paymenl 

JO years 
$119600 2 6% {~ml • loan paymenlVequrly 

Notes 

Debt sef\llce cover age 
Required coveiage 

115 IHOV.nual loanpaymenl) 
115 

1 Loan amoml calc.Jaled al lesser of loan-to-value. 01 what 7 5% vacancy and cre<il loss will support. with FIIMA requrnng 1 15 coverage 

~ 
$2)6,500 

SSB.250 
520.695 

$1,665,445 
10% 

51,831.990 

5234,000 
126.000 

$360,000 

SGUOO 

$17,100 

532.700 

$2,365,500 

BFNMA XLS 

61'24'94 
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PRO.JECT B - 30 Unit Downtown Market Rent Project 
Sensitivity Case: FHA Financing 

INCOME VA.LUE 

Gtossh:ome 

Be<iOOITIS !,!rm 
0 6 

17 

~!1/llm 
$600 
700 

$900 

Tolal Rent 
$43.200 
142 800 
75600 

Prqecl Renl $261 600 
Less Vacancy & aelil loss@2"4 ___ 5_'1_00_ 
Grnss Arrual Income $256.400 

E;ipenses 
Taxes 
lns11ance 
Ubl1hes 
Mainlen.n:e 
Management 

$19300 
11.000 
24.000 
20.500 
20.500 

Snow removal t.000 
Reserves __ '9 800 

Tolal Expenses 

Cap1lal1zabon Rate 
Income Value 

FINANCIAi. FEASIBILITY 

Notes 

financing souce FHA Fmancmg 

Markel value 
Loan-lo-value 
Loanamou,I 

tnleresl rale 
AmOfbZabon penod 
Asn.lal loan pa-,inenl 

Debi seMce co"erage 
Requif ed cover ,ige 

$106 100 

$150 300 

11•1. 
11,310,000 

$1370000 
90% 

$1233000 

9500% 
40 yeilt'S 

$119 900 

1 13 
111 

41'4 

DEVELOPMENT COST 

(mcome value) 

BuldngCosl 

Ulm 
6 
17 

Sguar e feeVU11I 
450 

CosV Sooaie Foot 
111-4 

Tolal Cost ol Urals 
Coornon ,II.leas 

lolal Buldm!J Cosl 

LaiidCosl 

Ulm 
Raw land 30 
Oeveloprnenl 30 

T olal Land Cost 

lnleiesl lbmgConslmcl1on (15 monlhsl 

Loan Fees and Loan Closing 

Rent-Up Rese1ve 

550 
783 

Tolal Oevelopmenl Coat 

f.g~ 
Sl.509 500 {cosl loan amount) 

Annual relum on eg111ly (pre-lax) 

114 
S114 

~ 
17,800 
$4 '100 

@ 925% 

@65% 

@ 3monlhs 

2 0% (tlOI - loan paymenl).'equ!ly 

(UOl/anrual loan payment) 

1 loan amoml calc~aled al lesser of loan-lo-value or whal 7 5% vacancy and credl loss 'olnll S4JPOII w1lh FHA ,equmng 1 11 coverage 

Total Cost 
$307.800 
1,065.900 

674.834 
$1 .998,534 

10°4 
S'l.198.387 

$234,000 
176,000 

$360,000 

$71300 

$60 100 

$32 700 

12.742,500 

BFHAXLS 
6125194 
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PROJECT B - 30 Unit Downtown Market Rent Project 
Sensitivity Case: CBJ Financing 

lt4COIIE VALUE 

Gtoss Income 

~ !km ~ ~ 
0 6 600 143,200 

17 1700 142,800 
7 1900 75600 

P1qectRenl 1261,600 
less Vacancy & c1e<il loss@ 2"4 5,200 
Gtoss ArnJal Income 1256,400 

Expenses 
Taxes $19,400 
lnsi..n:e 9,200 
Ubl1bes 24.000 
Maintenance 20.500 
Management 20,500 
Snow removal 1.000 
Reserves ~ 

T olal Ei,penses 1104400 41"4 

Nel Operabng Income (NOi) 1152,000 

Cap1lal12abon Rate 11% 
Income Value $1,380,001) 

FINANCIAL FEASIBILITY 

Financing souce CBJ Bond Issue 

DEVELOPIIENT COST 

BuldmgCost 

~ U!m !29!li!! F111lU!!I 
0 6 450 
1 17 550 

7 783 
T olal Cosl ol Urals 
Conmon Areas 

T olal B1Al<ing Cosl 

La-idCosl 

U!i!i 
Rawlilld 30 
Development 30 

T olal Laid Cost 

lnleresl cuing Conslluction (15 mon1hs) 

loan Fees and loan Closlng 

Rent-Up Reseive 

l olal Development Coat 

Maikelvalue 
loan-to-value 
loanamcuit 

11380.000 
90% 

(income value) 

Eooty11gu11ed 
11,112000 S1.277.IOO {cosl-loanamw,I) 

9 750% 

Amual relurn on ewty !pre taxi 

!;2~!l Q~i!!! F2Qf 
195 
195 
195 

~ 
$7,800 
14,200 

@925°4 

@90% 

@ 3 monlhs 

lnt9resl r ale 
Amorbzabon penod 
Anrual loan payment 

30 ye.-s 
1114600 2 9"4 (tlOI - loan paymen1_Vequty 

Noles 

Debi service coverage 
Requred cove1age 

120 (tlOl/iWDJal loan paymenl) 

12 

1 loan amcuil calc1'aled al lesser ol loan-to-value. 01 what 7 5% vacancy a-id c1e<il loss wrH St4>Potl. w1lh bond rssue requrrng 1 2 coverage 

~ 
$256,500 
888,250 
520 695 

S1665.445 
10% 

11.831.990 

$234.000 
126.000 

$360.000 

164.300 

1100.100 

S32.700 

$2,389,100 

BCBJ XLS 
6124194 
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PROJIECT C - 45 Unit Valley Low-Income Project 
20% of units restricted to rents @ 30% of 50% of median income 
Ba!ie Case 

INC>DttlE VALUE DEVELOPMENT COSl 

Gross Income Bulling Cos! 

~ ~ ~ Tola! Rcnl ~ Ullll~ Squaie Feet/Uni 
1 1 5568 16.816 1 1 550 
2 4 681 32,688 783 

787 37,776 4 ,000 

12 650 93,600 12 550 

18 850 183.600 18 183 

6 $1.000 72,000 6 1,000 
Tolal Cosl of Urils 

Projcd Reri $426 480 COl1Yl'IOl1 Areas 
less Vacancy & crco:W loss @ 2".4 8,500 Tolal Eiudd.r)!J Cost 
Gross Arn.Jal Income $417,980 

E>i>enscs LaooCosl 
Tai<cs 'iJ0,100 
lnsll';JOCC 16,100 ~ 
Ut.i!CS 36,000 Rawood 45 
Maricn3!1Cc 41.800 Dcvelopmcd 45 
Managcmcri 41,800 Tolal land Cost 
Snow removal 2,000 
Rcscnies _ 14600 lnlc1esl ch1ig Conslrucl:!on ( 15 months) 

T olal Expenses $182,400 44% 

Lo'lll Fees and lo,in Closing 

Mel Opcralng lncooic (NOii $235.580 
Renl-Up Reserve 

Cat>hlizalton Rale 11% 
Income Value- S2.140,000 Tolal Development Cosl 

FINANCIAL FEASIBILITY 

fr1ancin9 SW'te AHFC Muli-Famlly Special Needs & COf1!1cgate Housng Pro!F.-n [lax-cx~:il) 

Markel value S2. 140 000 (incooic value) 

Loan-lo-vakle 85% fguilr rc91nrcd 
Loan arnOlrl $1,819 000 S2 148,300 (cost - loan amounl) 

lnlernsl rale 1179% 
Amorlizalion penod 30 years Annual return on cguily (pw-la•J 

Cos!/ S9!1.rc Fool 
$85 
85 
85 
85 
85 
SH5 

Cosl/Ur~ 
$6,000 
$6,000 

925% 

@ 30°.4 

@ 3 months 

Am.Jal loan paymert St47.900 41% \NOi - loan pa)TTICnlVc~r 

Debi service cc;,,erage 143 (NOJ/arnial loan payment) 

Reip'ed coveiage us 

Noles 
t Loan amoui calclAaled al lesser of loan-lo-value, or what 7 5% vacancy and credit loss n Sl.4)POf1. with l>ri 20% part1c1pahon 1cqu1H11g 1 2 coverage 

Tolal Cost 
$46,750 
266,220 
340,000 
561,000 

1,197,990 
510,000 

$2,921,960 
10°.4 

$3,214,156 

$270 000 
270.000 

$540,000 

$105,200 

$54 600 

$53,JOO 

$3,961.]00 

CBASE XLS 
7130194 
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PROJECT C - 45 Unit Valley low-Income Project 
20% of units restricted to rents @ 30% of 50% of median income 
Sensitivity Case: High Density 

INCOME VALUE DEVELOPMENT COST 

Gross Income BuldingCosl 

~ Yim Rcri/Uflll W.Rm ~ U!!J 
1 1 $568 $6,816 1 1 
2 681 40,860 2 5 

181 47,220 
15 650 117,000 15 
22 850 224 400 22 

Sl.000 96,000 
Tol.i Cost of Unls 

Protec! Rcfi $512,296 Convnon Areas 
Less Vacantr & c1edi loss @ 2% 10,600 Tolal Buting Cost 
Gross Alnlal Income $521,696 

E,pcnscs Land Cost 
la•cs SJUOO 
fnSllilllte 20,100 U!!J 
Ulillhcs U.800 Raw In:! 56 
Mainlcnantc 52.200 0evc~ri 56 
Managemeri 52 200 TolallmCosl 
Snow removal 2000 

~!(!131C Fi:£11!,!flll 
550 
783 
1000 
550 
783 

1,000 

Rcscr~cs ~ lrierest lbng ConslrucllOll (15 monlhs) 
l Ill al Expenses $221200 44•4 

. loan Foes 3nd Loan Clos119 
Nel Opc1al11g Income (NOi) 5294.496 

Rcnl-Up Reserve 

Capilaualion R.tc 11°4 
lncomt Vilue IUI0,080 Tobi Development Cost 

FINANCIAL FEASIBILITY 

AHFC Mubfamit;-. Spccral Needs & CongrcgJle Housing Pr09am (lax-cxcmp1) 

Markclvalle S2 680.000 (11eomevabel 
Loan-le>-valle s5•4 t9!1~r rC!l\lll'Cd 

C!!ill §g\lal!l E!!!!I 
SB5 
85 
85 
85 
85 
SB5 

Cost/Uflll 
$4,821 
$4,82t 

@! 925% 

@! 3 0% 

@! 3 monlhs 

loanamol.d $2,278,000 12,543.500 (cost . loan amounlt 

lrilcrcsl r..te 7179•4 
AmorhZallOII pcnod 30 rears Annual rchrn on C9!•~r .lfil~ 
Amual loan paymcrt $185 200 4 3°4 (Not • loan paymenlYcqu~y 

0cbl scr111Ce coverage 143 INOl/arnJal loan paymcri) 
Reqi.•ed CDlletage 115 

Noles 
1 LOMI aT10tri calctbted at lesser ol loan-lo-vakJe. or w.hat 7 5'4 113Cant)' and credi loss wt suwort. Wllh AHFC rccµmg I 15 coverage 

~ 
146.750 
332,775 
425.000 
701,250 

1,464,2to 
ti80,000 

$3,ti49,985 
10•4 

$4,014.984 

1270,000 
270,000 

$540,000 

sm.100 

S68 300 

___ S~500_ 

S02UOO 

CHOEN XLS 
&'24.194 
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PROJECT C - 45 Unit Valley low-Income Project 
:W% of units restricted to, rents @ 30% of 50% of median income 
lienr.illvlly Case: Low Lancil Development Cost 

INCOME VALUE DEVELOPMENT Ci)ST 

Qosslncome Butldog Cost 

~ .!.!!ti Rcri/Unt 
$568 
68t 
781 

~ ~m J.!im ~9!1ar!l Fcgtl!l!!I ~QEI S!!1ar1 E~ 
1 1 $6816 

32.688 
)7176 

t2 6SO 9),600 
18 8SO 183.600 
6 $1,000 72.000 

Proicd Reri $426.480 
8.500 Less Vacancy & credit lo-ss @ 2°.4 -----'-'---'­

Qoss Armal Income 

E..penscs 
laxes 
lns1-.ince 
Ul~dlCS 

M31iCfl:lllCC 

Managcmeri 
Snow1emowal 

$30. 100 
16.100 
36.000 
,1.eoo 
41.BOO 
2,1)00 

Reser.cs __ 14.600 
T DI.ii Expenses 

Nel ()per al•ig lncorne jNOI) 

Cap•.-za1100 Rale 
Income Value 

FINANCIAL FEASIBILITY 

$417.980 

S182.400 

5235.580 

11•.4, 

S2,14001 

1 sso 
78) 

1000 

12 550 
18 783 
6 1.000 

Tol;ii Cosl of Unls 
Coomon Areas 

T olal Blllldlig Casi 

Land Cost 

~ 
R,1wland 45 
Dillllllopmcr• 45 

TolalL31dC•lsl 

ln\e,est !brig ConshucllOll (15 moiihs) 
.. % 

Leian Fees arMII Loan Closing 

Rr.ri-Up Rcsc,rve 

Total Development Cosl 

F11anc,ng S01.1ce AHFC 1,U1-Famtt Special Needs & C001Je9ale HouS11g Pr(9am (ta,-e,1empl) 

Marlelvallc 52.140,000 (ricomc value) 

Lo.Ill-lo-due 85°.4 f.gullymu1ed 
Loan.m0lui 11,819.000 S2.013,300 (cost -loaoamotnl 

lnlercsl 1al,1 7 179•.4, 

Amol!a alioo perlOd 30 rear$ Annual rcltrn on egudy (pre-ta,) 

$85 
85 
85 
85 
85 

S85 

~ 
$6,000 
$3.000 

@ 925% 

@ 30% 

@ 3 m<rihs 

Alnial loat paymcii $147.900 '4".4 (NOi - loan paymeriVe~y 

Debi sCNCe coverage 143 lllOllarnial loan paymert) 
Reiped c011Crage 115 

Noles 

1 Loan -n caltualed 31 resser of loan-lo-val,.ic_ or ltilal 7 5% vacancy arid credit loss,.,. st.qiort. ,.,.h A~IFC re<1-•ll9 115 cooe,age 

~ 
546,750 
266,220 
340,000 
561.000 

U97.990 
510000 

$2.921.960 
10% 

Sl.214,156 

$270.000 
135000 

$405,000 

$105.200 

$54,600 

153 300 

SUJUOO 

ctDVC XlS 
6/2.W4 
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PROJECT C - 45 Unit Valley low-Income Project 
20% of units restricted to rents @ 30% of 50% of median income 
Sensitivity Case: Zero Raw Land Cost 

INCOME VALUE DEVELOPMENT COST 

Giosslncomo Btadrlg Cost 

Belkooms ~ ~ TolalRcrtl Bedlooms ~ Sgu..-e E eel/Uri 
1 1 $568 $6,816 1 1 550 
2 681 32.688 2 183 
3 787 37.116 1000 

12 650 93.600 12 550 
18 850 183 600 18 783 

$1.000 72000 1,000 

TolalCosl of Ulllls 
Proicct Rcnl $426 480 Conmon Alcas 
less Vacancy & aedil loss@ 2°4 8.500 TotalBtildwigCost 
Qoss Aln.sal Income $417,980 

ExpeflSCS ln!Cosl 
la•cs $30 100 
lflsinnce 16.100 ~ 
Ut61ics 36000 Raw land 45 
M:illllcflYICC ., 800 Dewclopmenl 45 
M:wiagcmcnl 41 800 Tolalln!Cost 
Soow1clllO'lal 2000 
Reserws ~ lrllcrest ru1119 Construchoo I 15 moolhsj 

T olal E,pcnses $182 400 44•.4 

loa11 fees and Loan Closing 
Net Opcrahig Income fNOI} sm.soo 

Renl-Up Reserve 

cap1auat10n Rate 11•.4 

lntome Vilue S2,140,000 Tolil Oevelopmenl Cost 

FINANCIAL FEASIBILITY 

f11:wic119 SOISCe AHFC Mul,-fam,t, Special Ncedi & Congregate H011sing Program {la•-c•empll 

Markclijaluc 52 140.000 (11tomcvakJel 
loa11-lo-vaue 85°.4 E!l\111¥ fC!}!IICd 

loan amOUli Sl,819.000 S 1,878,300 fcost loan amourij 

lnlcresl rate 7 179% 
Amoriizat1011 pcnod 30 years Annual r elt111 on egub l.l!!Q:!E!J 

~OB[ §gyatg fo~ 
S85 
85 
85 
85 
85 

SB5 

~ 
so 

$6,000 

@ 9.25% 

@ JO% 

@ Jmonlhs 

Amuat toan payment 5147.900 47•.4 (N01 - toa" pawment Vequir 

Oebl SC!Vlte C011Cfagf! 141 (NOl/armal loan pawmenl) 
Rcqured coverage 11S 

Noles 

1 loan 3fTIOlrl talcwled al lessct of loa11-lo-vai.1C. or v.hal 15% vacancy nl acdil loss wil s~. Wllh AHfC requmg 115 co,eragc 

~ 
$46,750 
266,220 
340.000 
561,000 

1,191.990 
510 000 

$2,921.960 
10% 

$3,214.156 

$0 
210 000 

$270,000 

$!05.200 

$54,600 

$53,300 

U,01,300 

C0RLC XlS 
!i124194 
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PROJECT C - 45 Unit Valley low-Income Project 
21)% of units restricted to irents @ 30% of 50% of median income 
S,ensllivity Case: Low Constrnctlon Cost 

INCot.E VALUE DEVELOPMENT COST 

Gr0$S Income BuldilgCasl 

~ uw .~ ~ ~Ill !.!!ti ~1ar~ h£!l!l!l4 ~o~Sll!l!!G E!M!I 
1 1 1568 $6.816 1 1 550 m 
2 681 32.688 2 4 183 11 

787 37}76 1000 11 
12 650 93,600 12 550 11 
18 850 183,600 18 783 17 
6 $1,000 12,000 1,000 $77 

Total Cost ofUn1ls 
Proiccl Red $426,480 COlffllOfllltcas 
less Vacancy & credil loss @ 2% 8.500 Total Buld1119 Cost 
Gloss Aln.lal Income $411,91!0 

Expenses LandCo;;t 

Ta•es $30300 
l11S1Iance 14,500 !/.!J!j ~ 
UtMies 36.000 Raw land 45 $6,000 
Mancnance 41,800 Oc11ClopnK.'fi 45 $6,000 

M~ 41.800 Tol,HancllCost 
Soowrcmoval 2,000 
Rc=s -~ lnttcsl 1111119 C~~xlilm (15 months) @ 9.25".4 

T of al E xpcnscs $181.000 43% 

Loan Fees and !Loan Closing @ 30% 
Mel Opcral119 Income (NOi! $236 980 

Rcrl-Up Rcscn,e @ 3morlhs 

Gap~al1Zalcon Rale ----- -- 11% 
Income Vjlue sz.m,ooo ·r ol.i,I Development Cost 

FINAtlCIAL FEASIBILITY 

F11ancfl9 so,.11ce ~HFC t.Ut·F~ Special Heeds & Congregate Housr,g Program (la,-cxcmpll 

Markelvakle $2150.000 (111comevalliel 
Loan.lo.vaklli 85°.4 .U,.Nty reguwcd 
Loan ~ $1.821.500 '51,819.000 [cost - loan amour1) 

lrlcrcst ralc 7 179•4 
Amolte allOll pcnod 30 yea,s Anr111JI rclrnn on cg, .tr !l!rC ta,} 
Alnlal loan I1aymool $148 soo 49% I NOi • loan paymcrl yc~v 

Debi scNCe coverage 144 (NOl/amual loan pa,mcn!I 
Re(J.Wcd CQIIC13gC 115 

Moles 
'I Loan a,nn calclialcd al lesser of Joan.to.~aluc 01 llotlal 7 5% vacanc, m crcdil loss d 5LWOl1, wih AHl:c n!~IIIQ 1 15 co•,er age 

~ 
$42,075 
239,598 
306.000 
50000 

1,078,191 
459,000 

$2 629,764 
10°4 

$2,892.140 

$270,000 
210000 

$540,000 

$105,700 

$54,800 

$53.JOO 

Sl.141.!00 

CLCON XLS 

6124194 
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PROJECT C - 45 Unit Valley Low-Income Project 
20% of units restricted to rents @ 30% of 50% of median income 
Sensitivil)' Case: Lowest Total Development Cost 

INCOME VALUE DEVELOPMENT COST 

Gloss tncomo BUIiding Cost 

Be<iooms !.!!9 RcrWQf ~ Bc!looms Yim ~~1a,e Fcc!/U!l!I 
1 1 S568 S6.816 I I 550 
2 5 681 t0.860 2 5 78] 

787 47220 1000 
15 650 117,000 15 550 
22 850 224.400 22 183 
8 Sl.000 96.000 1,000 

Total Cost of Unls 
P1ojecl Rcrt $532,296 Conwnon /vcas 
less Vacancy & crelil loss @ 2"4 10.600 T olal Building Cost 
Gloss Annual lncOfll(I $521,696 

E:,;pcnscs Land Cosl 
Ta•cs 137.900 
lnSll:JflCC 18100 !Joo 
Uhlll1cs 44.800 Raw 131111 56 
Marlcnante 52200 Devcloptlcri 56 
Managemcnl 52.200 Total land Cost 
Soowrcmoval 2.000 
Reserves ~ lnlc1cst II.ring Constrnctmn (15 monlhs) 

Total E,pcnscs $225.400 43% 

loan Fees and loan Closng 
Ne! Opcraluig Income (NOi) $296296 

Rcnl-Up Reserve 

Caph\z31on Rale 11% 
Income V3lue SUH,004 Tolal Development Cosl 

FINANCIAL FEASIBILITY • 

F11anc119 soiree AHFC W1-fanlil1, Special Needs & Congicgalc Housng Prog,am(la•-e•empll 

M31ke! value S2.690 000 {ricomc vakic) 
lo.wi-lo-value 85"4 Eg11ily 1eg11vcd 
loan amollnl S2.286 500 Sl,729,300 (tosl - loan amounlJ 

lnlcresl rale 7179% 
Amol1izalion penod 30 years Anm,al rcium on CQ!1dx {11rc-ta•I 

!;oB/ ~9!'~~ E!!!! 
$11 
17 
11 
11 
77 

S17 

Cost/Uni 
$0 

$2,411 

@ 925°4 

@ 30% 

@ lmonlhs 

Amual loan paymcri $185 900 64% (NOi - ioan pa~Ji)/equt, 

Debi SCIVICC tovcrage 1 44 (NOi/annuai loan pa)'lll(!liJ 

RefJJlcd coverage 115 

Noles 

1 lo.wi arnoUll calc!Jaled al lesser of lo.ri-lo-valuc. ()( ...tlal 7 5°4 vacancy and c1cdll loss 1\4 scwon. wth AHFC requmg 1 15 coverage 

Tolal Cost 
$42,075 
299,498 
382.500 
631,125 

1.311}&9 
612 000 

Sl,284,967 
10°4 

$3,613,.485 

so 
135 000 

$135,000 

$132.200 

$611600 

$66,500 

$4,015,800 

ClTOCXlS 
6124'94 



PROJECT C • 45 Unit Valley low-Income Project 
:l0% of units restricted to rents @ 30% of 50% of median income 
Sensitivity Case: High Conslructlon Cost 

INCOME VALUE DEVEL◄>PMENT COST 

Gross Income B~Cosl 

~ ~ f.!en11Un4 ~ ~IICmJ !Jim S911are Ece!/Uni c:oill ~g\ljH E!l!!! 
I 1 $568 
2 681 
l 781 
I 12 650 

18 850 
6 Sl.000 

Prqecl Reli 
Less Vacancy & credll loss @ 2% 
GIOSS Alnial Income 

Eipc11scs 
Ta,cs 
lllS!I31lCC 

UtiW1cs 
M.llllc11ancc 
Mariagcmcrl 
Snow1cmovill 

$291100 
19.300 
36,000 
41,800 
41800 
2,000 

Reser.cs --~ 
Tolal E•pcnses 

Net Opc1ah19 Income !NOi) 

C•akzi111011 RJle 
Income Value 

FINANCIAL FEASIBILITY 

$6,816 
32,688 
37.776 
91,600 

llll.600 
12000 

$426 4110 
8,500 

$417,980 

$185,300 

S232.680 

11°4 
$2,120,00II 

I 1 550 
2 7Bl 

4 1000 
12 550 
18 1113 

1.000 
T Olill Cosl: of Unls 
CDlllllOll.llleas 

TolalBuildngCost 

hndCosl 

.!..lru 
Raw land 45 
DevclopmCli 45 

T olal lam! Cust 

lnlcresl cbsig Conslrutlion (15 monlhs) 
44•4 

lun Fees and loan Clos11g 

Renl-Up Rcscive 

T olal Dtvelopme·nl Cosl 

Fnantng SOtWCC AHFC t,.U1-Fam1ly Spec,~ Needs & Cllfl!Jegale HousJJg P1ogram (la•-e>:emplj 

Market ll3a.lC $2,120,000 (momevakle) 
Loan-lo-valic BS% f!l!llit fC!l\lfCd 

Loan amoui Sl.802.000 $2,806 600 (cost - loa11 amo1ri) 

lnlcresll al•J 7 179•4 
Amortizalfl)!J pcnod JO rears Annual rcllwn one~ 

$102 
102 
102 
102 
102 

$102 

Cost/Unll 
$6,000 
$6,000 

@ 925°4 

@ lll"4 

@ l monlhs 

Anmal kla-i paymert $146 500 31% (NOi- loanpaymeniVequfy 

Debi scr.-.ce coverage 143 (NOll.-nial loa11 paymcnl) 
Re~cd c,:Ne1age 115 

Noln 

1 loan amounl talculaled al lesSCI of klan-lo-val.Jc. °' wt131 7. 5°4 vacancy and credll loss viii St.Wort. vl!lh AHFC rClpillg 1 15 coverage 

~ 
$56,100 
319464 
408.000 
613.200 

1,437.588 
612,000 

$3,506,352 
10°4 

Sl.856,987 

$270.000 
270 000 

1540,000 

$104,200 

$54.100 

$53 300 

SOOl.100 

CHCONXLS 

6124194 
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PROJECT C - 45 Unit Valley Low-Income Project 
20% of units restricted to rents @ 30% of 50% of median income 
Sensilivitv Case: Breakeven Expenses 

INCOME VALUE DEVELOPMENT COST 

Gross locomc Budding Cost 

Bedrooms ~ Rcnl/Uflll Talat Rent Bcmooms Unils 
1 1 $568 $6,816 1 1 
2 681 32,688 2 

787 37176 
12 650 93600 12 
18 850 183.600 2 18 

$1,000 12.000 3 
Total Cost of Unils 

Proiecl Rcli 5426 480 Conwnon Areas 
Less Vacaocy & credil loss @ 2°.4 8.500 T ol;i Buiding Cost 
Gloss Annual locome 5417.980 

E~nses land Cost 
Taxes NA 
lnuaice NA Units 
Utdiics NA Raw land 45 
MariCflaocc NA Dcl-'Clopmert (5 
Managemelt NA Total Land Cost 
Snowrcmov;i NA 

Sru1arc fecl/Unt Cosl/ Sg,,1are foot 
550 SB5 
783 85 
1000 85 
550 85 
783 85 

1,000 S85 

Cost/Unil 
$6,000 
$6,000 

Rcscivcs __ N_A_ Interest cbng Construct1011 (15 months) @ 925% 
Total E xpcnscs S64,330 15% 

loan Fees and Loan Closing @ 30% 
Net Opcrahng locomc (NOi) S35J,650 

Rent-Up Reserve @ ]months 

Capdaltzabon Rate 11% 
Income Value n.210.000 Total Devtlopmenl Cost 

FINANCIAL FEASIBILITY 

Financing smrcc AHFC Mul~Famlly, Special Needs & Congrcg.ilc Hous111g Progiam (lax-cxcn1fl) 

Maitclvaie SU10.000 Jncome vab!} 

Loan-to-value 85°4 Eguh required 
Loan .mxri $2,728,500 $1,318,600 (cost - loan amount) 

Interest rate 7179% 

Amortizalioo period 30 ,ears Annual rcltrn on cgudi !~re-lax I 
Asnr.illoanpaymm S221,800 100% (NOi - loan paymenl Vcquty 

Oebl scr.ite co~rage 149 (NOl/arnJal loan payment} 
Re<p-ed cowerage 115 

Notes 
1 loan amom calc~aled al lesser of loan-to-value. Ol Yttlal 7 5%vacancy and cre<M loss• Sl.WO[t, lrih bri 20%partic.,al;on reqtunng 1 2 coverage 

Tola!Cosl 
$46,750 
266,220 
340000 
561.000 

1197,990 
510,000 

S2 921.960 
to% 

$3,214 156 

$270,000 
270.000 

$540,000 

$157.700 

$81.900 

$53,300 

$4,047.100 

CBEXP XLS 
7130194 
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PROJECT C - 45 Unit Valley Low-Income Project 
20% of units restricted to rents @ 30% of 50% of median income 
Sensitivity Case: Breakeven Rtmts 

INCCIME VALUE DEVELOPMENT COST 

Gross llltome Buildin!I Cost 

Bedrooms ~ RcrdJUnit Total Rcnl Bedrooms !lnis S9!c1ar c f cel/Unt Coslf S9i131e Fool 
1 1 S568 $6,816 1 1 550 S85 

681 32 688 2 4 783 85 
4 187 31.776 lOOO 85 
12 W2 139.915 12 550 85 
18 1.271 274,448 18 783 85 

S1,495 101.627 6 1,000 S85 
folal Cost ol Unils 

Puljccl Rcri $599.270 CoomonAleas 
less Vacanty & credf loss @ 2•4 12.000 Total Buiding Cosl 
Gross Annual llltomc $587,270 

E~nscs Land Cost 
fa•cs 545,500 
!nStrancc 16,100 IJnils Cost/Und 
Ulililics 36,000 Raw land 45 S6,000 
M:.nlcn311Cc 58.700 OcVl!lopmonl 45 $6,000 
M311agcmenl 58.700 Tolall,ll'ldCost 
Snow1e!OO'<lal 2.000 
RCSCfYCS _14,600 lntcresl oiwmg Conslruchoo j •15 monllls) @ 925% 

T olal Expenses $231,600 39•4 

Loan F ecs and loan Clo1;11g @! 3 0% 
Net Opcrallflg Income !NOi) $355.670 

Rent-Up Rcsc111e @! 3 monllls 

Capdal!zalion Rale 11% 
Income Value Sl,230,000 Total Development Cost 

FIN,~CIAL FEASIBILITY 

Frianciig souce AHf'C Mllt~Famir Special Needs & Coogrcg.ie Housng Pf09'31'n ltax-ex~IJ 

Markel vu $3 230,000 (ncome vakte) 
loan-lo-vakic 85% f!i!!h_rcqurcd 
Loan arnrui $2,745.500 S1,32UOO (cost. loan amounl) 

lnlciesl ralc 7179% 
Amortiz;iion period 30 rears Arr111al return on coudy (mc-la•I 
Am.ral lo.in pa,menl 5223.200 10 10% !NOi • loan payroon!Vc~v 

Debi serw:e coo,erage 1 45 (NOlfniual loan payimri) 
Recp-ed cowerage 115 

Noles 
1 l.oan ~ calc~alcd al less1!f of loan-lo-value. or whal 7 5% vacancy and credl loss wf St~. will! t,ari; 21)% 11articipat1on rcquinng 1 2 tOYcrage 

Total Cost 
S46}50 
266.220 
340 000 
561,000 

1,197,990 
510,000 

$2,921,960 
10% 

SJ,214 156 

S270.ooo 
270,000 

$540,000 

SISBJO0 

SB2, 400 

$74,900 

SU70,200_ 

CBRNT XLS 

7130194 
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PROJECT C - 45 Unit Valley Low-Income Project 
20% of units restricted to rents @ 30% of 50% of median income 
Sensitivity Case: lowest Total Development Cost, Breakeven Expenses 

INCOME VALUE DEVELOPMENT COST 

Gross Income BuMngCosl 

Beclooms !l!lH Rcnl1Un4 Toli1f Rc_rj ~ !l!!H S!l!•aic Feel/U~ 
1 1 $568 $6.816 1 1 550 
2 5 681 40.860 2 5 783 

787 '7220 J 1000 
15 650 111.000 15 550 
22 850 224 400 22 78] 

Sl.000 96.000 IJJOO 
T olal Cosl of Unis 

Prqccl Rool srn 296 C01111101! Alea5 
less Vacancr & ciedl loss @ 2% 10600 Total Buldtng Cosl 
Gross Alnlal Income $521.696 

EXl)eflSCS l.n!Cosl 

la•cs NA 
IOSllantC NA !loo 
Ulttics NA R.iwl.ind 56 
Mancnance NA Devclopncnl 56 
Managcmool NA Tolallaic!Cosl 
Snow,cmoval NA 
Reser.c~ __ N_A_ lnlctcsl chtng Conslruclioo 115 monlhsl 

Total E,penscs 5167.366 32°4 

loan fees and loan Clos119 
Net Opcral119 Income (NOi) S354.JJ0 

Rc1i-Up Rescr.c 

Cap•atizal100Ralc 11°4 
lncom1 lliilu• SJ.220.00O Tolill Otvtlopmenl Cosl 

FINANCIAL FEASIBILITY 

F 11ancing sotitc AHFC Muli-fam~ Special Needs & Con!Jcgalc Housng Progr.wn (la•-exe""I) 

Markel vakie S3 220,000 (11COl!Kl value) 
lo.n-lo-vakle 85% Equiv required 
loanamlUll 52737 000 11,318.300 (cosl - loan amot1nl) 

lnlercst rale 7 179"4 
Amortiz.ilm period lO ,cars Annual relum on eg!nlv~ 

!:;g~I S!l!t!f~ Eo!!I 
S77 
11 
77 
11 
77 

S77 

~ 
so 

52.411 

@ 925~ 

@ JO% 

@ Jmonlhs 

Alnlal loan pa,menl $222,500 100% (NOi - ioan paymenlycqlllly 

Debi serw:e coverage 1 46 (NOVam.tal loan payment) 
Rc~ed c011erage 115 

Notes 
1 loan anotai calcllaled al lessc1 of loan-to-value or whal 7 5°4 ~acanty aid crcdll loss wll Sl4ll)ort. wth AHFC 1cqu11119 1 15 coverage 

~ 
$42,075 
299.498 
382.500 
631,125 

1,317}89 
612,000 

Sl.284,987 
10°4 

$3,613.485 

so 
135,000 

S135.000 

$158.200 

$82.100 

$66.lOO 

M.on.100 

CLTBX XLS 

6124194 
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PROJECT C - 45 Unit Vatley Low-Income Project 
21J% of units restricted to rents @ 30% of 50% of median income 
S,ensitivity Case: lowest Total Development Cost, Breakeven Rents 

INCOME VALUE DEVELOPMENT COST 

Gross Income B1.11ld111g Cosl 

Seitooms ~ !~ Tctal Rer1 P~!§ J.!~ ~~ C.~~,a~h21 
t 1 $568 $6816 1 1 550 $11 
2 681 4-0,860 2 5 783 11 

767 47,210 3 s 1000 17 
15 716 1J9}19 15 550 17 
22 1,015 267,974 22 783 11 

$1,19( 11460 1,000 $71 
T ol;~ Cosl of Unj[S 

Pl0jecl Rcnl S617.230 Common Areas 
less Vacancy & c1edit loss @ 2•k 12 300 T olal Buldng Cosl 
Gross AIDJal Income S604.9JO 

E~eriscs la-tdCosl 
Taxes 145500 
lnSlJar\Ce 18.100 !.lru ~ 
UbW.ics 44 800 Raw land 56 so 
Madcnante 60,500 Oc~clopmc,nl 56 S2,4l1 
Management 60 500 Tolalland Co,;t 

Snow removal 2000 
Reser.cs -~ llicrcsl <ll111g Gonsln!Clicn ( 15 lll(nh5) @ 925".4 

Total Expenses $249 600 -41•4 

Lo.in Fees and Loan Closing @ 30•4 
Mel Opc1al11g Income (NOi) $355,330 

Rcnl-Up Rcscrw @ 3monlhs 

Captlahzaloo Rate 11•" 
Income Villlm $].230,000 Iola.I Developmenl Cost 

FINAMCIAL FEASIBIUTY 

F11anc11g SOI.CC -.HFC M•••-fal1llly, Special Needs & CongregJ!c Ho11s119 Program jlaK-CH:mplj 

M3lkclvu Sl230.000 l11Comc value J 
loan-11>-vaaw. 55•" t!!lllt !C9!!1Cd 

lo311 amo111I s2 m.soo 11,321,300 !cost. loanamotn) 

lnll)fcsl rale 7119% 

AmollilallOl'l pcnod JO )'C31S Annual 1clll'n on c911~w (~1c-ta•l 
AlwJ.Jai lo31111aymcnl sm200 t00% (NOi - ioan paymcnlj.lc~y 

Debi SCMCe coverage 144 iNOllamual loan pa·,mcrit) 
Req.acd cmreragc 1 tS 

Hctes 

·1 L0311 a1IOld talcl•atcd al lesser ol loan-lo-valuc Ill llihal 7 ) 04 vacancy and credit loss Wll support. wih AHl'C mqu1mg 1 15 ~o·,cragc 

~ 
$42,075 
299,498 
382,SOO 
631,125 

1,311,189 
612,000 

$3,284,981 
10% 

S3 613,485 

so 
135 000 

$135.000 

$158,700 

$82,400 

577.200 

$4,061,800 

ClIBR XLS 

612419-4 
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PROJECT D - 45 Unit Valley Low-Income Project 
40% of units reslricled to rents @ 30% of 60% of median income 
Base Case 

INCOME VALUE DEVELOPMENT COST 

Gloss lntome Btildng Cosl 

Bectooms !!Mi ~ ~ ~ ~ ~9\•a1~ E~cl/Unt 
1 2 $650 S15.600 I 2 550 
2 817 18,432 2 783 
J 945 90720 3 1000 

650 10,200 9 550 
13 850 132.600 13 78] 
5 Sl.000 60,000 5 1,000 

Tela! Cost of Ulllls 
Pu11cclRcrt S447.552 Coownon Areas 
Less Vacancy & aedf loss@ 2°4 9,000 TolalBuldrigCosl 
Gloss Annual Income msm 

E,pcnscs L.wid Cost 
la•cs S32.000 
tns1nnce 16.600 ~ 
Ulllil1es 36,000 Raw land 45 
Mancnance 43,900 OevclopmerC 45 
Managcl!K!nl 43900 TolalLandCosl 
Snow removal 2.000 
Reserves ~ lnlcresl <a1119 Cooslrudion C 15 months I 

Tolal E,pcnses $1B9 000 43% 

Loan Fees and Loan Closirig 
Ncl Ope1illing Income (NOi) $249,552 

Renl-Up Reserve 

CaptaizallOll Rale 11°4 
Income Value SU70.000 Total Development Cost 

FINANCIAL FEASIBILITY 

F11anc119soi1te AHFC "-lll1-Famd1, Special Needs & Cong,cgJle Housing Proi,ain (lax-exeqitj 

,M.11kC!lvu $2 270.000 (IICOl!K! Vakle) 
Loan-lc>-vatJe B5°4 Equiv fCQIJlfcd 
Loanamotrt $1 929.500 12.154,400 (cost - loan amount) 

lrCeresl ralc 7 179•4 
AmortizallOll pcnod 30 yea,s Annual rclurn on egudi (l!r~ 

~o~ S!!1a11 E!l91 
S85 
85 
85 
85 
85 
SB5 

~ 
16,000 
16,000 

@ 925% 

@JO% 

@ Jmonlhs 

Arma! ban paymert $156.800 43% (NOl - loan pa,nent Vequly 

Debi SetW:e coverage 1 41 INOl/aJRJai lo.wi paymertl 
Re~ed coverage 115 

Noles. 

1 Lo.wi amoo.n calcuated al lesser ofklan-lc>-value, DI what 15% vacancy 3ld credit bss WII Sl.WOfl. ~h AHFC re~nQ I 1~ coverage 

~ 
$93,500 
532.440 
680.000 
420.750 
865,215 
425.000 

13,016,905 
10% 

$3,318.596 

1270,000 
270,000 

$540,000 

$111,500 

157,900 

S~5.900 

$4,IIIJ,tDO 

OBASE XLS 
6/'24194 
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PROJECT D - 45 Unit VmUey Low-Income Project 
~IO% of units restricted to rents @ 30% of 60% of median income 
~:en&itivity Case: High Density 

ll~COME VALUE DEVELOPMENT CCIST 

Qosslncoma Bulilng Cost 

~ Ul!J RerWnt ~ ~m} !~ ll9!1arc h!M!!i ~~a!~•a1~E2!!1 

' 2 $650 $15,600 1 2 550 S85 
2 10 817 98,0«l 2 10 783 85 

10 94S 113,400 10 1000 85 
11 650 85,800 11 550 B5 
17 850 173,400 17 783 85 

$1,000 12,000 6 UNJO $85 
Tol31 Cost of Umls 

ProicctRm $5~.240 COIMlOll ;"eas 
Less Vac:n:y & aedl loss @ 2% 11200 Tol.il&.ingCost 
Qoss Arn.Jal lnc011K! $547,040 

!Expenses land Cost 
Ta,es $40 000 
lns1r:n:e 20.700 I!!im Casi/Unit • 
Utllilics 44.800 Raw lillld 56 $4,821 
Marienance 54,700 Developmcrt 56 $4,821 
Managcmcnl 5VOO TotallandCust 
Soowicmo..-3 2,000 
Rcse111es -- 18 200 lrtciesl !brig Consl-rutbon (15 monlhs) @ 925"4 

Tol3 E•pcnscs $235100 43% 

Loan Fees and Loan Clo!:119 @ 30"4 
Net Opc1aiing Income {NOii $311,940 

Rtri-Up Reserve @ 3monlhs 

CJp~iliz311on R31c ___ _!~ 
Income V1lu1 SZ.M0.000 Tolil Oevelopmenl Cost 

l~INANCIAl FEASIBILITY 

flll:iotlllg SOtICC .~HFC Mull1-FamJy, Special Needs & Cong,egatc Housing Program (la•-e•cmJlll 

Ma,kelvaui $2.840,000 (income value I 
loao-lt>-v3'.Jc 85°4 fj!lllf !e9!llfed 
loan llfflOU71 S2.~t4.000 $2,549,000 [cos! • loanamoml) 

lnlcresl rate 7 179% 
Amolt1ZJl10r, penod JO yeais Annuatietum on ~!li!l~l {l!rJ: la•) 
.Alniallo:wipa,ment $196,200 45'11. (NOi . loan paymenl Vc(JJlly 

Debi serac« coveiagc 14] (HOllilllOOal loan p;1~1 
R~ed coverage 115 

Nole·s 

t lo:wi am0ld calcualed al •?sscr of loao-lt>-vaklc. Df v.flal 7 5% wac:iot1 and credt loss '1111 ~- wth AHFC reguirrig I 15 cove1agc 

~ 
$93,500 
665,550 
850,000 
514,250 

1,131.435 
5\0000 

$3,764,135 
10"4 

$4,141,209 

$270000 
210000 

$540,000 

$119,600 

$12,400 

$69,BOO 

$4,HJ.000 

OHOEN XLS 

&124194 
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PROJECT O - 45 Unit Valley Low-Income Project 
40% of units reslricted to rents @ 30% of 60% of median income 
Sensllivily Case: low land Developmenl Cosl 

INCOME VALUE DEVELOPMENT COST 

Grnss Income BLMdlng Cost 

Bertooms YID ~ ~ ~ lJW ~!l\!af!.! Fcc!/Y!J!I 
I 2 $650 $15.600 1 2 550 
2 617 78,432 2 8 783 
3 945 90,120 1000 

650 70.200 550 
13 850 132,600 13 783 
5 Sl.000 60,000 5 1,000 

Toi.ii Cosl of Unis 

PrCl!cd Rcnl $447,552 ClllmlOll Areas 
less Vac.slCJ & cmM loss @ 2% 9,000 Tol.ilBllldllgCosl 
Qoss Alna Income $438,552 

Expenses Land Cosl 
Taxes $32,000 
lnsuance 16,600 ~ 
UIIMics 36 000 Raw land 45 
Madcnance 43 900 Oewclopme,.. 45 
Managcmeli 43 900 TolallalldCost 
Soow1c111011al 2,000 
Rcseivcs ~ llicmt cil'111g Conslrudm ( 15 monlhs) 

l ol al Expenses S189.000 0% 

• loan F ccs and Loan Closing 
Net Operating Income (NOi) $249.552 

Rcli-Up Reserve 

CapdakzallOO Ralc 11% 
Income V.lue S2.270,000 Toi.ii Oevelopmenl Cost 

FINANCIAL FEASIBllllY 

F11anc111g SOllte AHFC Mt1l~Famt,. Special Needs & C019cgale Housing Pro17am (la•-exemptl 

Markc!vab? 52,270,000 (11tome valle) 
loan-lirvu 85% f9!IIJIC9!•cd 
loan amoml Sl.929.500 S2.019,400 (cosl - loanamouil 

lnlcrcsl rate 7 179% 
Amortizalm per!Od 30 ~an .Arno.1al 1clum on cg,llli !~re-I a, I 

Q!ml fulli!!I E!l21 
S85 
85 
85 
85 
85 

S85 

~ 
$6,000 
S3.000 

@ 925% 

@30% 

@ Jmoolhs 

Arn.ial lo.wi paymeri $156 800 46% !NOi - ioan paymcnl).lcquir 

Debi scrw:e tovc1agc 10 (NOi/Mn.Jai lo.wi paymenl) 
R~cd coverage ltS 

Noles 

1 loan amotrt calclJalcd al lesser of loan-lo~vakie 01 flttal 7 S% vac¥1t1 and tredll loss w,1 Sll)pOrt. wih AHFC ,e~iog 1 15 co•ciagc 

~ 
$93,500 
532.440 
680.000 
420.150 
865,215 
425 000 

Sl.016,905 
WA. 

53,318.596 

$210.000 
135,000 

$405,000 

$111,500 

$57,900 

S55,900 

U,Ml.tOO 

DLDVCXlS 
612~4 
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PROJECT O - 45 Unit Valley Low-Income Project 
~IO% of units restricted to rents @ 30% of 60% of median income 
s:ensitlvlty Case: Zero Raw land Cost 

1t•Cot1M: VALUE DEVELOPMENT CCIST 

Gross Income Bul<ing Cos! 

~ ~ ~ ~ Bcmoo!!!J ~ SQ.!1arc fgclll,!!11! t;oMl S!l!•!l!!l E!!!!I 

' 2 5650 $15,600 1 2 550 S85 
2 8 817 78,432 2 B 183 85 
3 e 945 90,720 3 e 1000 85 

650 70,200 550 85 
l3 850 132,600 13 783 85 
5 Sl,000 60,000 5 1,000 $85 

Tola! Cosl of Unts 
PrqeclRm SW.552 COIIIIIOll,lreas 
less Vacanty & aedil kiss @ 2% 9,000 T ol,~ Btj(lrlg Cost 
Qoss Alnlal Income $438,552 

E,:penses LandCosl 
Ta,cs 532,000 

lnsmn;e 16,600 ~ ~ 
UlillllCS 36.000 Raw land 45 so 
Manenance 0900 Oeweklp!oonl 45 16.000 
Managcme11 43,900 Tolallanit Cosl 
Snow1Cf110\'al 2,000 
Reserves -~ lrtc,csl ill'llg Consl1uct100 {15 morlhs) @ 925"4 

T olal E •penses SIB9 000 0% 
loan Fees and Loan Closng @ 30% 

lie! Operamg Income (NOi) $249,552 
Rent.Up Rescr~e @ 3morihs 

C.lpllallzal1011 Rate 11°4 
Income V1lut S2.21t,OOD Tol,11 Developmenl Cosl 

l'INAINCIAl FEASIBILITY 

flflantlflQ SOllCC 

M.nclvu S2.270.000 jlfltomevallicl 
loan-l~valuc 85°4 f!l\1•yrc!l\llrCd 
loan arTlOllll Sl.929.500 51,884.400 jtosl • loan arnounll 

lderesl ,ate 7 119°4 
.Amolt11:al1011; period JO years Annual rchrn on cg,~ (pie-ta,, 
Amial loan paymenl Sl~6 800 49% (UOl- loan paymeriVcquly 

Debi sciw:c covc1agc 143 (NOl/anooat loan pawmcn1) 
R~cd coverage 115 

Noleir 
I loan amoU1I calclialed al ~sscr of loan-lo-vauc Of whal 1 5% vacancy and crcdil loss wt s14>porl, with AHFC 1eipng 115 coverage 

~ 
$93,500 
532,440 
680,000 
420,750 
865,215 
425,000 

U.016,905 
10% 

SJ.318.596 

so 
270,000 

$210,000 

$1t1.~ 

$57,900 

155,900 

Sl,IU,100 

O0RLC XLS 

6/24194 
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PROJECT D - 45 Unit Valley Low-Income Project 
40% of units restricted to rents @ 30% of 60% of median income 
Sensitivity Case: Low Construction Cost 

INCOME VALUE DEVELOPMENT COST 

Gloss Income ButingCosl 

~ Yin ~ ~ ~ !.!!lb S911ar~ E!:e!IU!ll 
t 2 mo SIS,600 1 2 550 
2 817 18,02 2 783 

945 90,120 1000 
650 70,200 550 

IJ 850 132,600 13 783 
5 Sl,000 60000 5 1,000 

T olal Cos! of Unb 
Prqect Reri $441.552 Conmonheas 
less Vacancy & emit loss @ 2% 9,000 T olat Buidllg Cos! 
Gross Amual Income SOB.552 

Expenses Land Cosl 
la•es $32.100 
Insurance 14,900 J.!rb 
u1•tics 36,000 Raw land 45 
Mancnanco 43,900 DewilcJpmcnl 45 
Managcmeri ◄3900 Totall.wid Cos! 
Snow removal 2,000 
Reser.es ~ lrie1esl dlrng Cooslmcboo (15 morihs) 

T olal E,penses $187,400 43% 

Loan f ecs ai1d loan Closing 
Ncl Ope1J1119 Income (NOii $251,152 

Rcol-Up Rcscrwc 

Cap,labzatoo Rale 11•.4 
Income V~lue S2.280.000 Tot1t Development Cost 

FINANCIAL FEASIBILITY 

financM19 source AHFC t,U~Famdy, Special Needs & Congregale Hous1119 Program (ta,-excmpl) 

Malie!vakte 52,280.000 (llComevaueJ 
Loan-lo-vakJe 85% Egoty reqt■ed 
loanamOllll $1,938,000 U,814,700 (cost- loan arnounl) 

lnleresl ,ate 7 119°.4 
Amortiz allOll penod 30 yea,s Annual 1el1•n on CQ\!~l f11re-lax) 

C!!§!l~1E!!l! 
m 
11 
11 
11 
11 

S77 

~ 
$6,000 
$6,000 

@ 925°.4 

@ 30°,4 

@ 3moolhs 

Arrual loan paymeri $157,500 52% (NOi - loan pa)TIICnlYequiy 

Debi service cowerage 144 (NOt/amual loan pa~eli) 
Re1p1ed coverage t IS 

Noles 

I loan amotrl calc~alcd al lesse1 of loJn-lo-value, Ill v.tlal 7 5°.4 vacancv and credll loss wd suppor1, wth AHFC reqi.wng 1 IS coverage 

~ 
$84. t50 
479.196 
612,000 
378,615 
118,694 
382 500 

$2,715,215 
10% 

$2,986,136 

5270,000 
270 000 

$540,000 

$112,000 

$58,100 

---~~.900 

tl,152,1O0 
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PROJECT D - 45 Unit Valley Low-Income Project 
40% of units restricted to rents @ 30% of 60% of median income 
Sensitivity Case: lowest Total Development Cost 

JNCOME VALUE DEVELl)PMENT COST 

1Jioss lllcome ButdngCosl 

~ 11W ffonl/UN {olaIRef4 ~mi .!lru ~!'1!1a,eEc\lYU~ ~o!f/ ~1i![g E!!!!I 
1 2 1650 StS.600 I 2 550 S77 

10 817 98,04-0 10 783 77 
10 945 113 400 10 1000 71 
11 650 85 800 11 550 71 
17 850 113 400 17 783 11 
6 S\000 12.000 6 1.()00 S71 

T Oilal Cosl of u~,s 
P1oiect Rert 5558 24-0 Comnon ;'1eas 
less Vacanc, & tredl lots @ 2% 11200 Tol.11 Buiijrig Cost 
Gloss Alnlal Income $547.040 

Expenses LandCa:il 
la•cs $40.100 
lnstWaflCC 18.600 !.II!H ~ 
Utit.lics 44.800 R~w land 56 so 
Mancn311Ce 54.100 Devclopmcrt 56 S2,4t1 
Managemcrl 54100 fatal Laf'ld Cost 
Snow removal 2 000 
Rcscr-.cs -~ lnleicsl dt•"!I Construcl~ !15 m01~hs) @ 925°.4 

Tol31 E,pcnscs smmo 43% 

loan Fees and loan Closng @30% 
Net Opcralvig Income {NOii SJll.940 

Rert-Up Rcscrw @ Jrnorlhs 

Cap~alczahon Ralc 11% 
Income Vi!ue $2.850,000 Tobi Developmenl Cosl 

l~INANCIAL FEASIBILITY 

F 111anc111g s0twce AHFC 1.t••-faml)o. Special Needs & CongrcgJlc Hous11g Program jtax-e,empl) 

Markclwaiii $2.850,000 (IOCome valt1c) 
loan-lo-vu 85°k ~~ 
loan amoirt S2422500 S1}22,200 fcosl • loan amolllll 

lnleresl rate l 179% 
Arnortaalm period 30 years Annual iel11n on cgi,tr [(!!:C•!a•) 
Annual loan parmcd $196900 68% [NOi - loan pa~nl)lequily 

Debi SCMtli CO\/Cfagc 144 (NOl/amual loanp;J)TIIEril 
Rcqi.•cd co~cr age 115 

Noles 
1 loan arnorn1 c:11ct•a1cd al ~sscr of loan-lo-value 01 Imai 1 5% ij.KantJ and tre<il loss W1I st.ffO(I. wth AHFC req.iring 1 15 cowe1agc 

~ 
$114,150 
5911,995 
765.000 
462,825 

1,018,292 
459 000 

$3,3B1!,262 
10°.C. 

$3,727,088 

so 
13!'>,000 

$135,000 

$140,100 

$721~ 

S69.800 

$4,144,100 
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PROJECT D - 45 Unit Valley low-Income Project 
40% of units restricted to rents @ 30% of 60% of median income 
Sensitivity Case: High Construction Cost 

INCOME VALUE DEVELOPIIEKT cost 

Gross Income 

~ ~ Rcr11U~ 
t 2 S6~ 

Prqect RC!ll 

817 
945 
650 

13 850 
5 $1,000 

Less Vacancr & credit loss@ 2% 
Gross Ain1al Income 

E<9Cnses 
Taxes 
lns,_•ance 
UliWics 
Marlen311Ce 
Managcmcit 
Snow removal 
Rcscrves 

To1.u E,pmses 

Ne! Opcralu1g Income (NOii 

Cap•atizahM Ralc 

$31500 
19900 
36000 
43900 
0900 

2.000 

~ 

Income Value 

FINANCIAL FEASIBILITY 

~ 
515,600 

78.412 
90120 
70.200 

132600 
60.000 

$447,552 
9000 

$438 552 

$191800 

$246.752 

11% 

S2.240,00I 

8uldlJlgCosl 

~ ~ S!ltarc fcg!/l!M 
l 1 550 

783 
1000 
550 

13 183 
5 1,000 

Tolal Cost of Unils 
COOl'llOl'I Areas 

T Dial Bulding Co51 

Land Casi 

~ 
Rawl31ld 45 
Dewclopmcnl 45 

Total Land Cost 

lnlercsl dtrng Consln.dtoo {15 morihsl 
0% 

lo311 Fees and Loan Clos119 

Rcnl Up RcscNC 

Tolal Development Cosl 

FinanclllQ source AHFC Mul,Falldy, Special Needs & Con!Jcgalc Houmg Pro!Jam (lax-e•c~) 

Marketvakie $2.240,000 (11come value) 
Loan-lo-vu 8~-% Equly 1cqu1ed 
Loan amounl S 1.904 000 S2.841,,oo (cos!• loan amot.dl 

lnlcrcst 1ale 7179•4 
Arnollizalioo pcrlOd JO reais Annual f~l!Kn Ol1 CCJ!•di (l!IC la•) 

~Olill S!lla!!! El!!!! 
S102 
102 
102 
102 
102 

St02 

Cosl/Unll 
16,000 
$6,000 

@ 925% 

@ J0"A. 

@ Jmonlhs 

Annual lo:ri pa,mcnl $1S4BOO 32% {NOi - loan paymcnlYe(fJlly 

Debi service t011c1agc 144 ( NOUarni.a! loan paymenl I 
Rcqi■ed tDYeragc 115 

Noles 

I Loan amotri catci.131cd al lener of loan-to-vu, 01 lllhal 7 5% vacant, and credll loss 'll'll s~. Wllh AHFC reqi.-119 1 15 coverage 

~ 
5112,200 
638.928 
816.000 
504.900 

1.0J8m 
510,000 

SJ.620,286 
10".4 

SJ,982.m 

$270,000 
170000 

$540,000 

$110,100 

$57,100 

155,900 

S4.l45,400 
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PROJECT D - 45 Unit Valley Low-Income Project 
~IO% of units restricted to rents @ 30% of 60% of median income 
!tensllivity Case: Breakeven Expenses 

INCOME VALUE DEVELOPMENT COST 

GfOSS Income Bl.oogCost 

~ 1!ru Renl/Ulll Tola! Ref! 8citooms !I~ ~9!1aie Fe~/Ulll ~oit S!l!•ari: F o!!I , 2 1650 115.600 , 2 550 185 
2 811 78.432 2 783 85 

945 90.120 1000 es 
9 650 70,200 9 550 85 
13 850 132.600 13 783 85 

Sl.000 60.000 1,000 185 
To4al Cosl of Unls 

P1111cct Rert 1447.552 Commcn iileas 
less Vacaicy & aedl loss @ 2•.i. 9,000 Tol.~Btildng-Cosl 
Gross Alnlal Income 1438.552 

E~scs landCosl 
fa•CS NA 
lnsur.n:e NA !kfi Cosl/Urj 
u1-i1es NA Raw land 45 16.000 
Mancnance NA Ocwe1opm,,rt 45 $6,000 
Managcmcnl NA T ol,ll lanil Cos! 
S1111wrcmoval NA 
Rescn,cs ___ NA __ lrteresl ll.1mg Conslmclm 115 molihsl @ 925°.4 

To4al E•pcnses 175,002 17% 

loan Fees al1d loan Closng @ 30°4 
Net Opcrillng lncomc {NOii 1363.5$0 

Rcnl-Up Reser,e @ 3 rnolihs 

Capdakzalm Rate \I",{, 
Income Vilue $3,300,000 Tolal Onelopmenl Cost 

FINANCIAL FEASIBILITY 

Financrig SOIICC ,,HFC t,b'h-famdy. Special Needs & Congrcgale Houslllg Progiam (lax-exmlpl) 

Markclvalm SJ.300000 lntome¥ailc) 

loan-lo-val1e 85°,{, ~9!1•1 r~9!ll'Cd 
loan am()IJll 12.805,000 SU55.900 tcost • Joanamoml) 

l11e1esl rale 7 179°4 
Amodizalioo perm 30 ycais Annual relum oo eg11il l11rc la•l 
.lmual lo311 paymert $228000 100% (NOi - ioan paymcnlVequty 

Debi scrw;c coverage 149 (NOUamual loan payment) 
Reqused CO\ICI age 115 

Nole,; 
1 loan 3fflOIJIII calculated al ~sscr of loan-lo-value 01 whal 7 5°4 vacn:y .nt t1edl loss WII ~ipporl. with AHFC reip.1111ng 115 co,c1agc 

~ 
193.500 
532,440 
680 000 
420.750 
B65.ns 
425 000 

U,016.005 
10".4 

SJ,318,596 

1270,000 
270 000 

$540,000 

1162,200 

$84,200 

$55,900 

54,160,100 
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PROJECT D - 45 Unit Valley Low-Income Project 
40% of units restricted to rents @ 30% of 60% of median income 
Sensitivity Case: Breakeven Rents 

INCOME VALUE DEVELOPMENT COST 

Gross Income 

~ Yoo 
1 2 
2 8 

~ 
$650 
817 
945 
1.062 

13 1.389 
5 Sl.634 

P1ojccl Reri 
Less Vacancr & c1edl loss @ 2% 
Gross Arnlal Income 

Expenses 
Taxes 
msuance 
UhMies 
MJdcn.n:e 
MJ11agcmenl 
Snowrcmowal 

$46100 
16.600 
36 000 
60.200 
60200 

2.000 
Reserves ~ 

Tolal Expenses 

Ne! Operalflg Income (Not) 

Capjallzahoo Ralc 
Income Vilue 

FINANCIAL FEASIBILl'l"I' 

Tel31 Roo. 
115,600 

78,432 
90110 

114.694 
216645 
98.019 

1614.120 
12 300 

1601.820 

$236,300 

S365.520 

11°k 
$3.320.0011 

BlllldlngCosl 

Be<l0111ns Yoo ~guare f ~cl/U!Jl 
1 2 550 
2 8 183 

1000 
550 

ll 783 
5 1,000 

T ol al Cost of Unts 
Coovnon Areas 

TolalBUildlng Cosl 

L.nl Casi 

!l!!J 
Raw land 45 
Developmcrt 45 

TdallandCost 

WllCfesl cbing Conslrutlklll 115 monlhs) 
39% 

Loan F ecs and lo311 Cloq 

Rm-Up Rescrwe 

Tolil Developmenl Cost 

F11ancng Slltl'CC AHFC M.Jl1-Famdy, Spcttal Needs & Congregate H11tisng Program (ta,-excmplj 

Marhl vakle 13320000 l11comcvaklcl 
loan-lo-value 85% l;g\i,Jf!l!J!ll!ld 
loana'llOtn: S2 822.000 St.361.200 ltost - loan amounlj 

kieresl1ale 7 179°k 
Amoltaahon pc11od 30 rears Anllllal return on C!J!III~ {Qrc ta,) 

Cosl/ Sgyare F!!QI 
585 
85 
85 
85 
85 

585 

Cosl/Un• 
56,000 
16,000 

@ 9 25°k 

@ JO-k 

@ lmonlhs 

Am.Jal loan pa~11 1229 400 100°4 INOI - loan paymcnl)/equily 

Debi seMCc coverage 145 (NOl/amual loan p.r,tneri) 
Reped coverage 115 

~~ . 
1 Loan .mom! taltt•aled ii lessc1 ol loan-lo-value or Mial 7 5°4 vac.ncy and credit loss w1I St.Wort wih AHFC re9,Jmg 1 15 coverage 

Tola1Cos! 
$93,500 
532.440 
680.000 
420,150 
865,215 
415.000 

SJ,016,905 
10% 

SJ.318,596 

mo,ooo 
270,000 

$540 000 

1163,100 

584.100 

176.800 

S4.113,200 
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PROJECT D • 45 Unit Valley Low-Income Project 
.tl0% of units restricted to rents @ 30% of 60% of median income 
Sensltlvitv Case: lowest Total Development Cost, Breakeven Expenses 

~IICOME VALUE DEVELOPMENT COST 

Gross Income 6111ld109Cosl 

Beliooms Yim ~ Total Rcrj ~ffij !Jr!i ~!!!are E~cl/U!!! Co§ll~;Hf!l!!I 
1 2 $650 $15,600 ' 2 550 S17 

10 817 98.040 10 783 n 
10 945 113.400 tO 1000 11 
11 650 85.800 11 550 17 
17 850 173,400 17 783 11 

Sl.000 12 000 6 1,000 S71 
To!alCosl ofUnls 

P1oict1 Renl $558.240 COl'l'llloo .~eas 
less Vacancy & crcdil loss @ 2°4 11200 Tot al Suidlng Cosl 
Gross Arrual Income 5547,040 

Expenses l:lndCost 
Ta,cs NA 
hlsuance NA !Jr,!} ~ 
Ulililics NA R:iwland 58 to 
Malllcnarn:e NA 0cvclopm4?1i !>6 $2,411 
Managcmenl NA Tolal Land Cost 
Snow removal NA 
Rcseivcs ___ HA __ lnlcrcsl c;.wrig Cooshuclloo I 15 months I @ 925% 

T olal E ,cpooscs $181870 33•,4 

LG3fl foes 31d Loan Closing @ 30% 
Net Opc1alu19 Income (NOii $365,170 

Rcnl-Up Reserve @ l monlhs 

Cap•all2ahon Ralc 11°4 
Income Value Sl,320,0D0 Tolal Developmenl Cos! 

!FINANCIAL FEASIBILITY 

F11ancing SOll'Ce AHFC Mul1-Fam.ly, Special Needs & Corqcgatc Houmg Prog:am [la~-e,eqitl 

Maike! value $3.320,000 (111comc waluc) 
Loan-l1>-val1e 85°4 ~lllyrcg,111cd 
Loan amo1n $2 822.000 $1,357,100 ltost • loanamrnlrlll 

lole1cst1ale 7179•4 
Amooizal10r1 period 30 years Allnuat r~tum on egudi (~rc-!a•) 
Amual loan pa)TIICfll $229,400 101)°4 (NOi • loan pa-,rncrtVcqully 

0elJ4 SCNICC ~O'<CI age 1 46 iNOllamual loan p3)ffl(!nl) 
Rc~cd CC'IClaQC 115 

Noles 
1 Loan ancxrt calcualcd al lessc1 of loan-lo-v~e. 01 wtial 7 ~% wac.m, and ,1edil loss a support. wih AHFC recµrng 1 15 coverage 

~ 
S84.150 
59!1,995 
765,000 
462,825 

1,018,292 
459000 

Sl,388 262 
10•4 

Sl.727,088 

so 
135,000 

$135,000 

$163,100 

$84,700 

$69.800 

'4,111,700 
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PROJECT D - 45 Unit Valley Low-Income Project 
40% of units restricted to rents @ 30% of 60% of median income 
Sensitivity Case: Lowest Total Development Cost, Breakeven Rents 

INCOME VALUE DEVELOPMENT COST 

Gross Income Buiding Cost 

Bcttoorns ~ Renl/Un4 TotalRc!i Bc.-ooms .!lr!S S!l!tar~ feellU!!! 
1 2 S650 115,600 ' 2 550 
2 IO 811 98,0<IO 2 10 183 

10 945 113 400 10 1000 
n 798 10~.279 11 550 
17 1,043 212,766 17 763 

Sl.221 88,346 6 1,000 
Total Cost of U~s 

P11ljetl Rcri $633,430 COOIOOll Areas 
less Vacancy & crcdll loss @ 2°4 12,100 Total Buildsig Cosl 
Qoss Amual Income $620,130 

E,penses land Cost 
Ta,es $46,900 
lns1noce 18 600 .!lr!S 
Uldt;cs 44.800 Raw land 56 
MafllcnJOCc 62 100 0cvelopmcnl 56 
Managcmcrt 62.100 Total land Cost 
Snowrcmo~al 2000 
Rcscfl/cs ~ Interest dll'lng Constmcllllll ( 15 monlhsl 

Tol;il bpenscs 5254.100 '1% 

Loan Fcu and loan Clos1119 
Ncl Opcralng lllCome (NOi) 5366,030 

Rcri-Up Rcscr~e 

Capi.dtzahon Rate 11% 
Income Vilue SJ.330.000 Tolil Onelopmenl Cosl 

FINANCIAL FEASIBILITY 

f 11311CW1g Silt I Ce AHFC •.u~Farnill'. Special Needs & Coogrcgalc Hous1119 Program (lax-e,c11'4)1) 

M.nctvu SJ,330,000 (11tomc value) 
Loaq.lo-value 85°4 ~~ 
loanallKUII 12,830,500 St ,359,300 (cost . loanamotnll 

lricrcst rate 7119°4 
Amorlrzalton pe11od 30 years Amuat ,etum on eqrntum~ 

Cos!/ ~!l\1ar~ E!!ffi 
m 
11 
17 
11 
17 
m 

~ 
so 

S2.4H 

@ 925% 

@ 30°k 

@ 3monihs 

MfJ.lal loan paymcli 5230.100 100% (NOi - loan pa,mertYequiy 

0 cbl scfllltc cover age t44 (NOl/arn1al loan paymc~I 
Recped tOIICiagc? 115 

Noles 

1 loan amoui cab.ialed al tessc, ol loan-lo-•alue. 01..tlal75% wacamy and credit loss w• ~-w1h AHFC rcquIu1g 1 15 co,cragc 

TolatCosl 
584,150 
598,995 
765.000 
462.825 

1,018.W2 
459,000 

SJ,388,262 
10% 

SJ,727.088 

so 
135000 

sm.ooo 

5163.600 

$84,900 

S79.200 

S-4,119,100 
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Juneau Housing Demand Forecast 

Introduction 

As in most housing markets, the demand for housing in Juneau has been directly affected by 
local economic conditions. During the early 1980s, residential building increased 
dramatically (900 units constructed in 1983 alone) due primarily to increasing state 
government employment in Juneau. Juneau's population grew by 6,000 residents over a five 
year period. During this period of rapid growth, the supply of housing could not keep up with 
the demand. High housing costs reflected this imbalance. 

In 1986 and 1987, however, the speculative bubble in real estate construction collapsed, 
resulting in the loss of over 1,100 jobs. The population declined by nearly 1,500 residents 
and the housing market was flooded with units for sale or rent. Property values declined by as 
much as 40% in some areas. 

Since about 1988, Juneau's economy has been on the upswing. State government has grown 
and now employs as many workers as before the recession. Retail expansion has occurred at 
an unprecedented rate. Juneau population, at about 29,000 residents is the highest ever. For a 
number of reasons Juneau's housing supply has not kept pace with local population growth. 
With a vacancy rate of less than 1 %, the community again faces a situation where the supply 
of housing falls short of demand. 

As part of the Juneau Multi-Family Housing Program Feasibility Study, this analysis 
predicts future housing demand in Juneau and identifies the likely imbalance between 
housing supply and demand. Predicting housing demand through the year 2000 entailed a 
four step process, including the following: 

1. Identify Juneau's existing housing stock 

2. Measure pent-up demand through household survey research and other data 

3. Project changes in housing demand as a result of population change in Juneau and 

4. Compare future housing demand with existing supply. 

This report includes an Executive Summary and four sections. Detailed housing inventory 
and demand data is presented in the appendix. Following is a summary of results. 



Executive Summary 

Juneau's Current Housing Supply 
• According to data provided by the City and Borough of Juneau (CBJ), Juneau's current 

housing supply is 10,821 units. This includes 4,144 single family units, 2,281 multi-family 
units, 1,468 units in duplexes, 1,172 mobile homes, 871 condominium units and 741 zero-lot 
line units. The balance is comprised of live-aboard boats in Juneau harbors. 

Pent-up Demand 

• There is pent-up demand among local residents for at least 300 additional housing units. 
Pent-up demand includes local residents currently sharing housing who would have their own 
housing if not for the constrained market in Juneau. 

• More than half (180 units) of the pent-up demand is for multi-family rental housing. The 
remaining demand is for owner-occupied housing, including single family homes, 
condominiums or zero lot lines. 

• Though not quantified in this study, survey results suggest that there is also pent-up demand 
among non-residents for housing in Juneau. 

• These estimates of pent-up demand suggest that construction of 300 additional units would 
not reduce Juneau's vacancy rate, depending on the cost and location of the additional 
housing. 

• These estimates of pent-up demand are conservative. They represent a fraction of pent-up 
demand indicated in survey results. Adjustments to survey results were made to attempt to 
account for factors such as affordability, location, and size of unit that would limit local 
household members from acting on their perceived housing needs. 

• Also, potential non-residential demand was discounted entirely due to an inability to 
confidently quantify its magnitude. Yet, almost one-quarter of Juneau households have 
relatives or friends that might move to Juneau if they could find satisfactory housing. 

Housing Demand Forecast 
• According to population figures presented in the Final Socioeconomic Impact Assessments 

for the Alaska-Juneau (AJ) and Kensington Mines, Juneau's baseline population is expected 
to grow in 1994 and begin declining slowly after 1995. 

• To meet increased housing demand associated with growth during 1994, 170 additional 
housing units will be required, including 40 multi-family units. This is the increase 
necessary to meet new demand. Construction of 170 units would not increase the vacancy 
rate. 

• The gradual population decline after 1995, ranging between 0.34% and 0.36% annually will 
be offset by mining-related growth projected to occur between 1995 and 1999. 

• Between 1995 and 1999, Juneau will need a net increase of 730 housing units to meet the 
needs of the mining-related population, including 395 multi-family units. 

• The greatest influx of mining-related population will occur in 1998 when the AJ is predicted 
to be in full operation and the Kensington is in its second year of construction. That year, 445 
new housing units will be needed, including 185 multi-family units. 
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• To meet existing pent-up demand and future mining-related demand, by the year 2000, 
Juneau will need an estimated 1,215 new housing units, including 615 multi-family units. 

• A variety of factors will determine the location of future housing development, including 
land availability, economic development and market preferences. The survey of Juneau 
households found that two-thirds of Juneau renters are satisfied with the location of their 
current housing. Due to small sample sizes, it was not possible to identify location 
preferences among those renters that are not satisfied with their current housing. For purposes 
of this study, the location of existing and future housing demand has been allocated among 
service areas according to information in the Juneau Unified Transportation Plan. 

Vacancy Rates 
• Construction of 1,215 additional housing units over the next six years would meet pent-up 

demand and expected increases in demand, but it would not bring Juneau's housing market to 
a "healthy" condition. Housing industry professionals indicate that a vacancy rate of 5% is 
normal and healthy. Juneau's current vacancy rate is less than 1 % for all housing types, 
according to data from the CBJ Community Development Department. 

• To become a healthy housing market today, Juneau needs 880 additional housing units, 
including the number necessary to satisfy pent-up demand (310 units) and the number of 
units needed to bring the community to 5% vacancy (around 570 units). This total includes 
315 multi-family units. 

• In 1994, an additional 175 dwelling units would be needed to fulfill the demand for housing 
due to projected population growth over the year and to maintain a 5% vacancy rate. 

Multi-Family Housing Losses 
• Over the last six years, Juneau has lost an average of 17 multi-family units each year to 

conversion to other uses, fire or demolition, or approximately 0.75% of the multi-family 
housing stock annually. For purposes of predicting future demand for new multi-family 
housing, it is assumed that this rate of loss will continue. 

Demand Forecast Summary 
• To be considered a healthy housing market, over the next six years Juneau's housing 

inventory must expand by a total of approximately 1,800 units. This includes the number of 
units necessary to satisfy pent-up demand (310 units), the number of units needed to house 
the mining-related population (735 units), and the number of additional units needed to bring 
the community to 5% vacancy (around 775 units). This total includes 770 multi-family units. 
Including approximately 140 multi-family units that may be needed to replace conversions, 
fire losses and demolitions over the next seven years, construction of new multi-family units 
would need to total roughly 910 units through the year 2000. 

In-Progress or Planned Housing Development 

• Construction projects either in progress or planned will satisfy some of the pent-up demand 
for housing in Juneau. A total of 158 multi-family units are expected to be developed over 
the next two years, including the 67 unit Senior Citizen Support Services, Inc. project and the 
45 unit Alaska Housing Finance Corporation project. A number of other projects could add a 
total of 46 new multi-family housing units. 

• In-progress or planned construction of other types of housing will provide an additional 146 
units over the next two years, including the addition of 30 mobile home rental spaces. In 
total, 304 housing units are currently under construction or planned. 
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Juneau's Current Supply vs. Projected Baseline (non-Mining Related) 
Housing Demand, 1994-2000 
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Net Demand for New Housing Units 
Including Mining-Related Demand 

1994-2000 

<-------Additional Demand due to Population Growth----> 

Housing Type 

Single Family 

Duplex 

Zero Lot Line 

Condominium 

Multi- Family 

Mobile Home 

Total 

Pent-up 
Demand 1994 1995 1996 1997 1998 1999 

60 65 0 0 0 140 0 

0 25 0 0 0 0 0 

10 10 0 <5 0 50 25 

60 15 0 <5 0 50 25 

180 40 5 50 65 185 90 

0 15 0 10 5 20 10 

310 170 5 65 70 445 150 

Juneau's Housing Supply and Demand 
Including Mining Housing and Maintenance of 5% Vacancy 

1994-2000 

2000 Total 

0 265 

0 25 

0 100 

0 150 

0 615 

0 60 

0 1,215 

12,700 .. 

12,500 .. 
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:g 11,700 . 
:::) 

Supply Necessary to Maintain 5% Vacancy 
__ ..., 

---------
g> 11,500 .. Demand Including Mining Housing 
·u; 
::::, 
0 
:c 11,300 -----... ---- --------

/ ----
-------------

11,100 -------------
10,900 

Baseline Demand 

10,700 .. Current Supply 
10,500 ' . . I 

1994 1995 1996 1997 1998 1999 2000 
Year 

Juneau Housing Demand Forecast Page 5 



New Housing Units Needed 
To Maintain 5% Vacancy Rate 

{excluding conversions/fire losses) 
1994-2000 

<------Additional Demand due to Population Growth-------> 
Housing 

Housing Type Deficit1 1994 1995 1996 1997 1998 1999 2000 Total 

Single Family 270 65 0 0 0 145 0 0 480 

Duplex 75 25 0 0 0 0 0 0 100 

Zero Lot Line 45 10 0 <5 0 55 25 0 140 

Condominium 110 15 0 <5 0 55 25 0 205 

Multi- Family 315 40 5 55 70 190 95 0 770 

Mobile Home 60 20 0 10 5 20 10 0 125 

Total 875 175 5 70 75 465 155 0 1,820 

1 Housing deficit includes pent-up demand and the number of units needed to attain a 5% vacancy rate. 

Net Demand for Multi-Family Housing 
1994-2000 

Housing 
Deficit1 1994 1995 1996 1997 1998 1999 2000 Total 

Gross Demand 
(Units) 315 40 5 55 70 190 95 0 770 

Plus: Replacement 
of Losses 20 20 20 20 20 20 20 140 

Less: Projects 
in Progress (31) (127) (158) 

Total Net Demand 315 29 (102) 75 90 210 115 20 752 

1 Housing deficit includes pent-up demand and the number of units needed to attain a 5% vacancy rate. 
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I.. Juneau's Current Housing Inventory 

In this section, Juneau's housing baseline is defined by housing type and service area. As 
required by the study contract, housing types identified include single family homes, duplex, 
zero lot line, condominium, multi-family, mobile homes and boats. 

Initial baseline information was compiled from the City and Borough of Juneau's Population 
Estimate 1993, produced by the Community Development Department as part of their effort 
to measure Juneau's population. However, the City's study combined single family, zero lot 
lines and condos under the single family category. More detailed housing inventory data was 
provided by the CBJ Community Development office. 

The following table presents Juneau's October 1993 housing inventory by housing type and 
service area. The total number of dwelling units in Juneau in 1993 was 10,821, with over 
4,000 in the single family unit category and approximately 2,300 in the multi-family 
category. 

Current Juneau Housing 
Supply 

Service Area Single Family Duplex Zero Lot Condo Multi-Family Mobile Home Boats TOTALS 

1 675 380 21 
2 197 170 2 
3 44 16 0 
4 568 168 84 
5 2,027 532 460 
6 224 100 84 
7 135 60 90 
8 230 42 0 

Totals 4,144 1,468 741 

Juneau's service areas are listed below: 

Service Area 1 
Service Area 2 
Service Area 3 
Service Area 4 

Juneau Housing Demand Forecast 

Juneau 
Douglas 
Rural Roaded 
AukeBay 

367 
181 

0 
114 
189 

0 
18 
2 

871 

(3 or More Units) 

927 6 
282 1 

0 7 
139 28 
859 1,063 

28 57 
40 2 
6 8 

2,281 1,172 

Service Area 5 
Service Area 6 
Service Area 7 
Service Area 8 

(Live Aboards) 

98 2,474 
6 839 
0 67 

34 1,135 
6 5,180 
0 493 
0 345 
0 288 

144 10,821 

Glacier Valley 
North Douglas 
Salmon Creek 
Lynn Canal 
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IL Juneau's Pent-up Demand for Housing 

Local Pent-up Demand 

There is pent-up demand in a housing market if residents are constrained from buying or 
renting by unusual market conditions. One indication that such constraints may exist is the 
vacancy rate. If vacancy rates are significantly below 5%, pent-up demand likely exists. Pent­
up demand can also reveal itself in high average household size (more persons per 
household). For example, in housing markets with very low vacancy rates, people are often 
forced to share housing with non-family members, grown children are forced to live with 
parents, and more households include extended family members. 

Recent vacancy rates published by the CBJ indicate an overall vacancy rate of 0.87%. This 
very low rate strongly suggests that there is pent-up demand for housing in Juneau. To 
measure pent-up demand in Juneau, a survey of 367 randomly selected Juneau households 
was conducted. The survey was performed during March 1994. The margin of error for the 
survey is a maximum of 5%, at the 95% confidence level. 

Detailed survey results are presented in the appendix to this report. While analysis of the 
survey data is a somewhat subjective exercise, in general, the survey clearly identified a high 
level of pent-up demand for housing among Juneau residents. 

In total, about 15% of the households surveyed indicated that there was someone in the 
household (roommate, grown son or daughter, or other relative) that would move out if 
additional "affordable" housing were available (suggesting a pent-up demand for 1,600 
units). Of course, some of this demand is simply a function of price, rather than realistic 
availability. Households with pent-up demand were queried about the price, location and type 
of housing being sought. Some of the responses were clearly unrealistic; $500 for a three 
bedroom rental, for example, or $40,000 for a three bedroom home. These households were 
removed from the estimate of pent-up demand. 

After making the adjustment for unrealistic demand, firm pent-up demand for rentals totaled 
5% of all households (approximately 530 units). Firm pent-up demand for housing to 
purchase totaled 3% of all households (approximately 320 units). 

Pent-up demand levels were refined to reflect actual behavior among locals considering 
changing their housing situation. Even if another 850 units were available to rent or purchase, 
much of the reported pent-up demand would not be satisfied because of the location of the 
new available housing, the size of the new units or other factors. For purposes of this 
analysis, it was assumed that with the addition of 850 new units, only about one in three of 
the households with pent-up demand would actually expand into new housing. 

Pent-up Demand For Housing in Juneau 

Pent-up Rental Demand 
Pent-up Purchase Demand 

Total 

Percent of 
Juneau Households 

1.65% 
1.0% 

2.6% 

Source: McDowell Group estimates based on the Juneau Household Survey 1994. 
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Pent-up Demand 
Number of Units 

180 
130 

310 
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The pent-up demand was assigned across the city's eight service areas by housing type. 
Housing units were distributed according to the Juneau Unified Transportation Plan model 
updates provided by the Community Development office. A total of 180 units were spread 
across service areas in the multi-family unit category. The 130 units demanded by potential 
buyers was distributed among single family dwelling units, zero lot lines or condominiums. 

The following table presents total current demand for housing in Juneau, by service area and 
housing type, including pent-up demand. 

Current Housing Inventory and Pent-up 
Demand Combined 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
(3 or more units) 

1 685 380 21 372 957 6 98 2,519 
2 202 170 2 186 292 6 859 
3 44 16 21 21 21 7 0 130 
4 578 168 84 114 149 28 34 1,155 
5 2,091 532 465 219 929 1,063 6 5,305 
6 234 100 84 10 53 57 0 538 
7 140 60 30 23 70 2 0 325 
8 230 42 0 7 11 8 0 298 

Totals 4,204 1,468 707 952 2,482 1,172 144 11,129 

There is a very high degree of uncertainty concerning the level of local pent-up demand for 
housing in Juneau. In light of survey results, the pent-up demand estimates presented in this 
analysis should be viewed as conservative estimates. Actual pent-up demand could be 
significantly higher. 

Non-Resident Pent-up Demand 

Though not quantified in this study, survey results suggest that pent-up demand for housing 
in Juneau also exists among non-residents. Nearly a quarter (23%) of Juneau households 
know of someone that would like to move to Juneau if more affordable housing were 
available. 

The non-resident group considering moving to Juneau consists largely of retired family and 
friends (65% ). One-quarter would be looking for work and students account for most of the 
remainder. 

Because this source of pent-up demand is much less certain than local pent-up demand, it has 
not been incorporated into this demand analysis. Clearly there is pent-up demand among 
non-residents but there is insufficient data to draw any quantitative conclusions. In any case, 
further research may be warranted as this non-resident pent-up demand may represent an 
important economic development opportunity for Juneau. 
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III. Current Demand by Unit Size (Number of Bedrooms) 

The following table presents the current mix of Juneau housing inventory in terms of number 
of bedrooms by housing type. This data is based on household survey results. 

Juneau's Housing Inventory 
by Housing Type and Number of Bedrooms 

One Two Three Four+ 
Bedroom* Bedrooms Bedrooms Bedrooms 

Single Family 175 740 2,020 1,190 
Duplex 60 535 800 120 
Zero-Lot Line 35 225 410 75 
Condominium 220 480 175 
Multi-family 1,015 990 250 45 
Mobile Home 45 455 630 

Total 1,550 3,425 4,285 1,430 

•tndudes efficiency units. 
Source: McDowell Group estimates based on the Juneau Household Survey 1994. 

With respect to pent-up and future demand, it is useful to consider demand in terms of unit 
size. In the Juneau Household Survey, renters were asked if their current housing was large 
enough to meet their needs. One-third of all renters indicated their current rental housing did 
not have an adequate number of bedrooms. Most of these respondents desired either two 
(36%) or three-bedroom (30%) units. Four-bedroom units were desired by 18% of the renters 
with inadequate housing. 

The key question, for future development of multi-family housing, is what should the mix be 
in terms of number of bedrooms? Ignoring the issue of affordability, survey results suggest 
that compared to the current mix, future multi-family construction ought to be weighted more 
toward two and three-bedroom units rather than one-bedroom units. 

Currently, Juneau's multi-family housing stock includes about 44% one-bedroom, 43% two­
bedroom, and 11 % three-bedroom units. According to survey results, a mix of approximately 
30% one-bedroom, 45% two-bedroom and 25% three-bedroom units would more closely 
match the current demand. Therefore, future multi-family development should be weighted 
more toward the two and three-bedroom units. 

IV. Future Housing Demand in Juneau 
In the future, demand for housing will be directly related to changes in Juneau's population. 
As a part of this study's requirements, population forecasts were taken from the studies Final 
Socioeconomic Impact Assessment, Alaska Juneau Gold Mine, February 1993 (FEIS AJ) 
and the Final Socioeconomic Impact Assessment, Kensington Gold Project, June 1992 (FEIS 
Kensington), prepared by Reed Hansen & Associates. 

Since the writing of the two FEIS documents, projected start-up dates for construction and 
operation have changed due to permitting and other delays. Anticipated start-up dates 
designated by the Community Development Department for purposes of this study are 1995 
for AJ construction and 1997 for Kensington construction. Both mines are assumed to be in 
operation two years after commencement of construction. 
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The forecast shows baseline (non-mining) population growth of about 1.5% in 1994, then a 
slow decline thereafter. The following table provides baseline and mining-related population 
trends through the year 2000. 

Year 

1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 

Juneau•s Population Forecast 
Including AJ and Kensington Mine-Related Population 

1993-2000 

CBJ Baseline Mining Total 
Population Population Population 

28,791 28,791 
29,236 0 29,236 
29,689 211 29,900 
29,588 696 30,284 
29,483 713 30,196 
29,374 2,059 31,433 
29,266 2,412 31,678 
29,157 2,533 31,690 

1 Reed Hansen & Associates, Final Socioeconomic Impact Assessment Kensington Gold Project, City and Borough of Juneau, June 1992 and 
Reed Hansen & Associates, Final Socioeconomic Impact Assessment, Alaska✓uneau Gold Mine, City and Borough of Juneau, February 1993. 

The 1994 increase of 1.54% indicates demand for an additional 172 dwelling units. After 
1995, baseline housing demand is expected to begin declining at a rate of about 0.3% 
annually through the year 2000. However, by 1995, construction of the AJ is assumed to 
have begun so overall there is a slight net increase in housing demand. Between 1995 and 
1999, mining-related development generates substantial demand for housing. The following 
table provides detailed data on the mining-related demand. 

Mining Housing Demand by Housing Type 
Alaska Juneau and Kensington Mines1 

1994-2000 

Single Other Owned Multi- Mobile 
Year Family Unit Units2 Family Unit Home Total 

1994 0 0 0 0 0 
1995 0 0 15 0 15 
1996 15 10 60 15 100 
1997 5 <5 75 10 95 
1998 150 110 190 25 475 
1999 80 55 100 10 245 
2000 0 0 0 0 0 

Totals 250 180 440 60 930 

1 Reed Hansen & Associates, Final Socioeconomic Impact Assessment Kensington Gold Project, City and Borough of Juneau, June 1992 and 
Reed Hansen & Associates, Final Socioeconomic Impact Assessment, Alaska✓uneau Gold Mine, City and Borough of Juneau, February 1993. 
2 Includes condominiums, duplexes and zero lot line structures. 
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These additional units were distributed each year across service areas and housing types. 
Allocation was based on the Juneau Unified Transportation Plan model. Distribution of 
mining-related housing is provided in the appendix to this report. Including existing pent-up 
demand, total demand for housing peaks in 1999 at 12,033 units, approximately 1,200 more 
than are now in Juneau's housing inventory. 

Year 

1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 

Juneau Housing Demand Forecast 
1993-2000 

Housing 
Supply 

10,821 

Net Increase in 
Demand* 

310 
481 
458 
517 
569 

1,008 
1,214 
1,171 

'1993 figure is pent-up demand. 

Total 
Demand 

11,129 
11,300 
11,277 
11,336 
11,388 
11,827 
12,033 
11,990 

The following table provides the estimated mix of this demand in terms of housing type and 
service area. 

Housing Demand 
1999 

Including Mining Units 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 716 379 31 381 1,025 6 98 2,636 
2 213 170 8 192 316 1 6 906 
3 44 16 21 21 21 7 0 130 
4 624 168 90 120 188 42 34 1,266 
5 2,179 531 510 265 1,102 1,095 6 5,687 
6 272 100 95 24 109 57 0 656 
7 168 60 38 30 145 14 0 455 
8 229 42 0 7 11 8 0 297 

Totals 4,446 1,464 792 1,039 2,918 1,230 144 12,033 
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V. Juneau's Vacancy Rate 
By any standard Juneau's current vacancy rate of less than one percent is an unusual market 
condition. A 1 % vacancy suggests that the supply of housing is in some way constrained and 
that housing costs are higher than an unconstrained market would offer. In order for Juneau 
to achieve a less constricted housing market, the inventory of available housing would need 
to increase. To determine what a "healthy" vacancy rate is, a series of interviews were 
conducted with housing and real estate professionals in Juneau, with the Alaska Housing 
Finance Corporation and the Anchorage office of Housing and Urban Development. The 
general consensus was that a healthy vacancy rate is around 5%. 

If Juneau is to achieve a 5% vacancy the supply of housing must expand by about 500 units, 
ignoring pent-up demand and future population growth. Including pent-up demand, future 
population growth and new units needed to reach a 5% vacancy rate, Juneau requires in 1994 
an estimated total of 11,900 housing units and by the year 2000, 12,600 units. 

Year 

1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 

Housing Demand Forecast 
and Number of New Units to Reach 5% Vacancy 

1993-2000 

Housing Demand Adjusted Supply Necessary 
Supply for Population Growth for 5% Vacancy 

10,821 
11,300 11,858 
11,277 11,826 
11,336 11,896 
11,388 11,950 
11,827 12,411 
12,033 12,628 
11,990 12,582 

VI. Multi-Family Housing Losses 

Since 1988, Juneau has lost an average of about 0.75% of its multi-family housing stock 
annually to fire, demolition or conversion. The rate of loss has been inconsistent, ranging 
from zero losses in 1989 and 1992, to 56 units lost in 1990 (including 31 units from 
demolition of the Channel Apartments). 

For purposes of forecasting demand for new multi-family housing units in Juneau, it is 
assumed that the rate of loss for the 1988 to 1993 period will continue through 2000. At an 
annual loss rate of 0.75%, Juneau would need approximately 20 new units annually over the 
forecast period to compensate for fire loss, demolition and conversion. 
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Annual Average Loss Ratios 
Loss Due to Fire, Demolition or Conversion 

1988 to 1993 

Year of Units Existing Multi- Annual 
Loss Lost Family Units Loss Ratio (%) 

1988 25 2,217 1.12 
1989 0 2,209 0 
1990 56 2,237 2.50 
1991 7 2,225 0.31 
1992 0 2,215 0 
1993 12 2,281 0.53 

Total 100 

Average 17 2,231 0.75 

VII. Seasonal Demands on Juneau's Housing Inventory 
Vacancy rates in Juneau are affected by seasonal population fluctuations. These include the 
beginning of the legislative session, tourism in the spring and summer and an influx of 
students attending the University of Alaska Southeast in the fall. It is not certain to what 
extent each of these groups impacts Juneau's housing situation. 

Legislative Session 
The session commencing in January brings legislators, aides, lobbyists and occasionally their 
families for the 120-day session. Though some session employees are Juneau residents, many 
are not, creating a strain on Juneau's housing market at the beginning of each year. 

Neither Legislative Affairs or the CBJ keep track of the numbers migrating to Juneau for 
session work. Some general calculations based on the legislative population and employment 
figures for Legislative Affairs Agency provide estimates of session seasonal in-migration. 

The legislature-related influx includes 57 legislators and their staffs (average around 3 per 
legislator). Lobbyists requiring long-term housing could potentially add another 25 or 30 to 
the total influx to Juneau for the session. 

The Legislative Affairs Agency employs 194 workers. About one-third of the agency's staff 
are year-round locals, and about 130 are from other areas of the state. 
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Legislators 
Aids/Staff Members 
Lobbyists 
Legislative Affairs Staff 

Total 

Legislative Session In-migration 
57 

170 
25 

130 

382 

This seasonal population influx would require about 350 units, assuming that some would 
choose to share housing. Each year, this population finds housing but clearly there is pent-up 
demand within this group for additional, more conveniently-located, or higher quality 
housing. However, without further research, it is impossible to estimate this pent-up demand. 

Tourism-Related Population 
Summer-time tourism industry activity creates significant seasonal housing demand in 
Juneau. The arrival of non-residents seeking summer employment follows closely the end of 
the legislative session, resulting in little housing vacancy change between spring and 
summer. 

Though there are no hard numbers available concerning the influx of tourism-related 
population, interviews with the major tour operators in Juneau revealed some need for 
housing summer employees. Local tour operators such as Princess, Gray line and Alaska 
Travel Adventures provide assistance in locating housing to their non-resident employees. 
For example, they attempt to utilize the same landlords each year. One operator actually 
purchased a home to house its employees, leasing it during the winter months to other 
renters. For the most part, operators listen for word-of-mouth referrals and use the newspaper 
classifieds to locate housing for their non-resident employees 

There is no data available concerning the number of people who come to Juneau during the 
summer to work in the tourism trade. Employment in the tourist-affected retail, service and 
transportation businesses increases by about 200 jobs between April and June. However, 
many of these jobs are filled by locals. 

Student Population 
Every summer the University of Alaska Southeast begins its annual task of finding suitable 
housing for students. For on-campus housing, students are required to fill out paperwork 
requesting housing and place a deposit of $100 which pays a portion of their annual housing 
fees. When student housing is no longer available, students are wait-listed and later notified if 
a unit becomes available. 

There are two groups of students seeking housing: single students and students with families. 
All of the single students usually are housed. In many cases when the University does not 
contact the student before the beginning of the term, he/she gives up and opts not to attend 
the University or resorts to finding housing independently. The wait list for students with 
families never clears. 

The University has been planning on building additional student housing. But, the 1994 
legislature adjourned without authorizing appropriations or bonding authority for additional 
housing. 

Juneau Housing Demand Forecast Page 15 



Juneau's housing market is also affected by returning Juneau residents who have been out of 
town attending school. Again, there is no data available that quantifies this demand. 

Summary of Seasonal Demand 
Juneau's vacancy rate is probably at its lowest during the legislative session. Summer 
housing demand may be somewhat less than the legislature-related demand. Juneau's 
vacancy rate is probably at its highest during the fall and early winter. Even during these 
months, however, there is apparently un-met seasonal demand from university students. The 
City's vacancy estimates are based on surveys done in the fall. Thus, year-round vacancy 
rates can be assumed to be even lower than the City's estimates. In general, while there are a 
number of unique seasonal components to Juneau's housing market, the net year-round effect 
is a very low vacancy rate. 
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! • Appendices 
Projected Housing Demand based on Population Projections 1994-2000 

Current Housing Inventory 
and Pent-Up Demand 

Combined 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
Includes Cabins 

1 685 380 21 372 957 6 98 2,519 
2 202 170 2 186 292 6 859 
3 44 16 21 21 21 7 0 130 
4 578 168 84 114 149 28 34 1,155 
5 2,091 532 465 219 929 1,063 6 5,305 
6 234 100 84 10 53 57 0 538 
7 140 60 30 23 70 2 0 325 
8 230 42 0 7 11 8 0 298 

Totals 4,204 1,468 707 952 2,482 1,172 144 11,129 

Housing Demand 
1994 

Including 1.54% Increase 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 696 386 21 378 972 6 100 2,558 
2 205 173 2 189 296 1 6 872 
3 45 16 21 21 21 7 0 132 
4 587 171 85 116 151 28 35 1,173 
5 2,123 540 472 222 943 1,079 6 5,387 
6 238 102 85 10 54 58 0 546 
7 142 61 30 23 71 2 0 330 
8 234 43 0 7 11 8 0 303 

Totals 4,269 1,491 718 967 2,520 1,190 146 11,300 
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Housing Demand 
1995 

Including .34% decrease 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 693 385 21 376 968 6 99 2,549 
2 204 172 2 188 295 6 869 
3 45 16 21 21 21 7 0 132 
4 585 170 85 115 151 28 34 1,169 
5 2,116 538 471 222 940 1,076 6 5,368 
6 237 101 85 10 54 58 0 544 
7 142 61 30 23 71 2 0 329 
8 233 43 0 7 11 8 0 302 

Totals 4,254 1,486 715 963 2,512 1,186 146 11,262 

Housing Demand 
1996 

Including .35% decrease 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 691 383 21 375 965 6 99 2,540 
2 204 --1-71 2 188 294 1 6 866 
3 44 16 21 21 21 7 0 131 
4 583 169 85 115 150 28 34 1,165 
5 2,109 536 469 221 937 1,072 6 5,350 
6 236 101 85 10 53 57 0 543 
7 141 61 30 23 71 2 0 328 
8 232 42 0 7 11 8 0 301 

Totals 4,239 1,480 713 960 2,503 1,182 145 11,223 

Housing Demand 
1997 

Including .36% decrease 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 688 382 21 374 962 6 98 2,531 
2 203 171 2 187 293 1 6 863 
3 44 16 21 21 21 7 0 131 
4 581 169 84 115 150 28 34 1,161 
5 2,101 535 467 220 933 1,068 6 5,330 
6 235 100 84 10 53 57 0 541 
7 141 60 30 23 70 2 0 327 
8 231 42 0 7 11 8 0 299 

Totals 4,224 1,475 710 957 2,494 1,178 145 11,182 
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Housing Demand 
1998 

I 0 

Including .36% decrease 

! Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 686 380 21 372 958 6 98 2,522 
2 202 170 2 186 292 1 6 860 
3 44 16 21 21 21 7 0 130 
4 579 168 84 114 149 28 34 1,156 

i 0 

I 5 2,093 533 466 219 930 1,064 6 5,311 ! 

6 234 100 84 10 53 57 0 539 
7 140 60 30 23 70 2 0 325 
8 230 42 0 7 11 8 0 298 

Totals 4,209 1,470 708 953 2,485 1,173 144 11,142 

Housing Demand 
1999 

Including .36% decrease 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 683 379 21 371 955 6 98 2,513 
2 202 170 2 186 291 6 857 
3 44 16 21 21 21 7 0 130 
4 577 168 84 114 149 28 34 1,152 
5 2,086 531 464 218 927 1,060 6 5,292 
6 233 100 84 10 53 57 0 537 
7 140 60 30 23 70 2 0 324 
8 229 42 0 7 11 8 0 297 

Totals 4,194 1,464 705 950 2,476 1,169 144 11,102 

Housing Demand 
2000 

Including .36% decrease 

Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 
1 681 378 21 370 951 6 97 2,504 
2 201 169 2 185 290 1 6 854 
3 44 16 21 21 21 7 0 129 
4 575 167 83 113 148 28 34 1,148 
5 2,078 529 462 218 923 1,057 6 5,273 
6 233 99 83 10 53 57 0 535 
7 139 60 30 23 70 2 0 323 
8 229 42 0 7 11 8 0 296 

Totals 4,179 1,459 703 946 2,467 1,165 143 11,062 
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Projected Housing Demand Including Additional Mining Housing 1994-2000 

Housing Demand 
1994 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 696 386 21 378 972 6 100 2,558 
2 205 173 2 189 296 1 6 872 
3 45 16 21 21 21 7 0 132 
4 587 171 85 116 151 28 35 1,173 
5 2,123 540 472 222 943 1,079 6 5,387 
6 238 102 85 10 54 58 0 546 
7 142 61 30 23 71 2 0 330 
8 234 43 0 7 11 8 0 303 

Totals 4,269 1,491 718 967 2,520 1,190 146 11,300 

Housing Demand 
1995 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 693 385 21 376 970 6 99 2,551 
2 204 172 2 188 296 1 6 870 
3 45 16 21 21 21 7 0 132 
4 585 170 85 115 154 28 34 1,172 
5 2,116 538 471 222 945 1,076 6 5,373 
6 237 101 85 10 56 58 0 546 
7 142 61 30 23 73 2 0 331 
8 233 43 0 7 11 8 0 302 

Totals 4,254 1,486 715 963 2,527 1,186 146 11,2n 

Housing Demand 
1996 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 693 383 22 375 977 6 99 2,555 
2 205 171 2 189 298 1 6 872 
3 44 16 21 21 21 7 0 131 
4 586 169 86 115 158 31 34 1,180 
5 2,114 536 471 224 966 1,080 6 5,397 
6 238 101 85 11 63 57 0 556 
7 143 61 31 23 83 5 0 346 
8 232 42 0 7 11 8 0 301 

Totals 4,254 1,480 718 965 2,578 1,196 145 11,336 
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Housing Demand 
1997 

I Including Mining Units 
I Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS I. 
' 1 691 382 22 374 986 6 98 2,559 

2 204 171 2 188 301 6 873 
3 44 16 21 21 21 7 0 131 
4 585 169 85 115 164 33 34 1,184 
5 2,108 535 470 224 992 1,082 6 5,417 
6 238 100 84 12 72 57 0 565 
7 143 60 31 23 95 7 0 359 
8 231 42 0 7 11 8 0 299 

Totals 4,244 1,475 716 964 2,643 1,202 145 11,388 

Housing Demand 
1998 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 709 380 28 379 1,013 6 98 2,614 
2 210 170 6 190 311 1 6 895 
3 44 16 21 21 21 7 0 130 
4 612 168 88 118 180 39 34 1,239 
5 2,157 533 498 251 1,066 1,092 6 5,603 
6 261 100 91 20 96 57 0 625 
7 159 60 36 28 128 11 0 422 
8 230 42 0 7 11 8 0 298 

Totals 4,383 1,470 768 1,015 2,826 1,221 144 11,827 

Housing Demand 
1999 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 716 379 31 381 1,025 6 98 2,636 
2 213 170 8 192 316 1 6 906 
3 44 16 21 21 21 7 0 130 
4 624 168 90 120 188 42 34 1,266 
5 2,179 531 510 265 1,102 1,095 6 5,687 
6 272 100 95 24 109 57 0 656 
7 168 60 38 30 145 14 0 455 
8 229 42 0 7 11 8 0 297 

Totals 4,446 1,464 792 1,039 2,918 1,230 144 12,033 
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Housing Demand 
2000 

Including Mining Units 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 714 378 31 380 1,022 6 97 2,627 
2 213 169 8 191 315 6 902 
3 44 16 21 21 21 7 0 129 
4 622 167 89 119 188 42 34 1,261 
5 2,171 529 508 264 1,098 1,091 6 5,667 
6 271 99 94 24 108 57 0 654 
7 167 60 38 30 145 14 0 453 
8 229 42 0 7 11 8 0 296 

Totals 4,430 1,459 789 1,036 2,907 1,225 143 11,990 

Projected Housing Demand Including Supply Necessary to Maintain 5% Vacancy Rate, 
1994-2000 

Housing Demand 
1994 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 723 406 21 383 992 6 100 2,631 
2 215 178 5 192 304 1 6 901 
3 45 16 21 21 21 7 0 132 
4 619 171 92 116 158 43 35 1,234 
5 2,202 578 484 249 993 1,114 6 5,626 
6 271 107 90 17 70 58 0 614 
7 166 66 40 26 93 13 0 405 
8 241 43 0 10 15 8 0 317 

Totals 4,482 1,566 754 1,015 2,646 1,250 146 11,858 

Housing Demand 
1995 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 720 405 21 381 991 6 99 2,624 
2 214 177 5 191 304 1 6 898 
3 45 16 21 21 21 7 0 132 
4 617 171 91 115 161 42 34 1,232 
5 2,195 576 482 248 995 1,109 6 5,612 
6 270 106 90 17 72 58 0 614 
7 166 66 40 26 95 13 0 406 
8 233 43 0 10 15 8 0 308 

Totals 4,460 1,560 751 1,011 2,653 1,245 146 11,826 
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Housing Demand 
1996 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 720 404 22 380 998 6 99 2,628 
2 214 177 5 192 306 6 901 
3 44 16 21 21 21 7 0 131 
4 618 170 92 115 166 46 34 1,241 
5 2,193 574 482 251 1,017 1,114 6 5,637 
6 272 106 90 18 80 57 0 623 
7 167 66 41 26 105 16 0 421 
8 239 42 0 10 15 8 0 315 

Totals 4,467 1,554 754 1,013 2,707 1,256 145 11,896 

Housing Demand 
1997 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 718 402 22 379 1,007 6 98 2,632 
2 214 176 5 191 309 1 6 902 
3 44 16 21 21 21 7 0 131 
4 617 169 92 115 171 47 34 1,245 
5 2,187 572 482 251 1,045 1,116 6 5,658 
6 272 106 90 19 89 57 0 632 
7 167 65 41 26 118 18 0 436 
8 238 42 0 10 15 8 0 313 

Totals 4,456 1,549 752 1,012 2,n4 1,262 145 11,950 

Housing Demand 
1998 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 737 401 28 385 1,036 6 98 2,690 
2 220 175 9 193 319 1 6 925 
3 44 16 21 21 21 7 0 130 
4 645 169 95 118 188 54 34 1,302 
5 2,239 570 510 280 1,122 1,127 6 5,853 
6 296 105 97 28 114 57 0 696 
7 184 65 46 31 152 23 0 501 
8 238 42 0 10 15 8 0 313 

Totals 4,602 1,544 806 1,066 2,967 1,282 144 12,411 
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Housing Demand 
1999 

Attaining 5% Vacancy 
Service Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 744 399 31 386 1,049 6 98 2,713 
2 223 175 12 195 324 1 6 936 
3 44 16 21 21 21 7 0 130 
4 658 168 97 120 197 57 34 1,330 
5 2,261 568 522 294 1,160 1,131 6 5,942 
6 307 105 101 32 127 57 0 728 
7 193 65 49 33 171 26 0 536 
8 237 42 0 10 15 8 0 312 

Totals 4,668 1,537 832 1,091 3,064 1,292 144 12,628 

Housing Demand 
2000 

Attaining 5% Vacancy 
Svc Area Single Family Duplex Zero Lot Condo Multi Family Mobile Home Boats TOTALS 

1 742 398 31 385 1,045 6 97 2,704 
2 223 174 11 194 323 1 6 933 
3 44 16 21 21 21 7 0 129 
4 656 167 96 119 196 56 34 1,325 
5 2,253 566 520 293 1,156 1,126 6 5,920 
6 306 105 100 32 126 57 0 726 
7 192 65 48 33 170 26 0 534 
8 236 42 0 10 15 8 0 311 

Totals 4,652 1,532 828 1,088 3,052 1,286 143 12,582 
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Juneau Household Survey Topline Results 

1. How many persons, including yourself, live in your household on a permanent year round 
basis? 

Mean 2.9 People 

14% One 19% Four -% Don't Know/Not Sure 

36 Two 8 Five 1 Refused 

17 Three 5 Six or more 

2. Which age category are you in? 

Mean 43.5 Years of age 

7% Under25 10% 55-64 Years 

22 25-34 Years 10 65 years and over 

29 35-44 Years Don't Know/Not Sure 

21 45-54 Years 1 Refusal 

3. Are there persons who live with you who travel for extended periods, attend school, or 
work outside of Juneau? (How many?) 

4. 

5. 

Mean 0.2 People 

9% One 

2 

1 

Two 

Three 

-% Four 1 % Refused 

86 None 

Don't Know/Not Sure 

What type of home do you live in here in Juneau? 

50% Single Family House 8% Mobile Homeffrailer in Park 

5 Condominium 1 Mobile Home/frailer on Private Lot 

1 Townhouse 1 Boat or House boat 

5 Zero Lot Line 2 Other 

8 Duplex Not Sure/Don't Know 

19 Apartment/multi family 1 Refused 

Which area of the borough do you live in? 
37% Mendenhall Valley 3% Salmon Creek 

7 Back Loop/Auke Bay 4 No. Douglas 

3 14 Mile or beyond 9 Douglas 

2 Airport Area 5 West Juneau 

10 Lemon Creek 16 Juneau 

3 Switzer 1 Thane 

1 Not Sure/No Answer 
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6. How many years have you lived in your current home? 

Mean 6.9 Years 

24% 1-2 years 10% 11-15 years 19% Less than one year 

18 3-5 years 5 16-20 years 1 Don't Know/Not Sure 

17 6-10 years 7 Over 20 years 

7. Could you please tell me the number of bedrooms your home has? 

Mean 2.6 Rooms 

14% One 13% Four -% Don't Know/Not Sure 

27 Two 2 Five 2 Refused 

40 Three 1 Six or More 

8. Are you satisfied with the quality and condition of you current housing? 
73% Yes 1 % Refused 
26 No 

9. Why are you not satisfied with your current housing? 
36% Small 1% Location inconvenient for busses 
22 Expensive 1 Too many people in household 
3 No Pets 5 No Garage/No Parking 

38 House in disrepair/rundown 2 Have No House 
3 Don't Like Trailers 18 Other 
3 Loud and Noisy Here 8 Refused 

10. Do you own or rent your home in Juneau? 

62% Own 2% Refused 
36 Rent 

Renters Only (Questions 11 through 16) 

11. Is your current housing adequate in terms of number of bedrooms? 
75% Yes 
25 No 

12. How many bedrooms do you need? 

Mean 2.9Rooms 

3% One 18% Four 

36 Two 9 Five 

30 Three 3 Refused 

13. Would you prefer to rent somewhere else in town? 
30% Yes 2% Don't Know/Not Sure 
68 No 
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14. (If answered yes to question 13) Where in Juneau would you prefer to live? 
38% Mendenhall Valley -% Salmon Creek 

3 Back Loop/ Auke Bay 5 No. Douglas 

8 14 Mile or beyond 10 Douglas 

3 Airport Area 3 West Juneau 
3 Lemon Creek 21 Juneau 

Switzer 3 Thane 

5 Not Sure/No Answer 

15. What style of rental housing do you prefer? 

12% Duplex 2% Hall Entry 55% Single Family Housing 

8 Townhouse 8 Apartment in House 14 Don't Know/Not Sure 

2 Separate Outside Entry 3 Four-plex/more units 2 Refused 

16. Are you or others in your household in the process of buying or building a home in 
Juneau? 

5% Buying -% Don't Know/Not Sure 

4 Building 1 Refused 

89 No 

17. Is there anyone in your household who would move out if more affordable housing were 
available? Who in the household would move? 

68% 

26 

2 

Nobody would move 

Self 

Roommate 

3% 

10 

1 

Grown child 1 % 

Other household member 

Don't Know/Not Sure 

Refused 

18. Can you describe what type of housing, cost and location they are looking for? 

28% Buy 10% Don't Know/Not Sure 

56 Rent 10 Refused 

Specific responses to this questions follow of topline survey results. 

19. Do you have non-resident friends or family who would move to Juneau if more affordable 
housing were available? 

23% Yes 3 % Don't Know/Not Sure 

73 No 1 Refused 

20. Can you describe what type of housing, cost and location they are looking for? 

34% Buy 31 % Don't Know/Not Sure 

41 Rent 1 Refused 

Specific responses to this questions follow of top line survey results. 
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21. How would you describe the friends/family awaiting affordable housing?, a student?, 
retired person living outside Juneau? 

65 % Retired Relative/Friend 6 % Cannot Find Affordable Housing 

5 Student 4 Don't Know/Not Sure 

25 Looking for work in Juneau 6 Refused 

22. Could you please stop me when I come to the category best describing your total monthly 
household rental or mortgage payment ..... 

Mean $755 

6% Under$300 8% $700-$800 3% $1,401 - $1,600 

6 $300-$400 8 $801-$900 4 Over$1,600 

5 $401 -$500 11 $901 - $1,00 8 None 

9 $501 - $600 9 $1,001 - $1,200 1 Don't Know/Not Sure 

9 $601 - $700 10 $1,201 - $1,400 4 Refused 

23. What is your average total monthly expense for heat (electric or oil), electricity, water 
and sewer? 

Mean $229 

14% Under$100 5% $351 - $400 1% $651- $700 

12 $101 -$150 $401-$450 $751 - $800 

19 $151 - $200 3 $451-$500 1 Over $901 

4 $201 - $250 $501 - $550 7 Don't Know/Not Sure 

14 $251 - $300 1 $551 - $600 9 Refused 

9 $301 -$350 $601 -$650 

24. For my last question, could you please stop me when I come to the category which best 
describes your total combined annual household income (for all household members) for 
1993 before taxes. 

Mean $52.4 

5% Under $10,000 6% $35,000 - $40,000 6% $60,000 - $70,000 

5 $10,000 - $15,000 2 $40,000 - $45,000 9 $70,000 - $80,000 

3 $15,000- $20,000 9 $45,000 - $50,000 16 $80,000 or over 

4 $20,000 - $25,000 5 $50,000 - $55,000 4 Don't Know/Not Sure 

6 $25,000 - $30,000 5 $55,000 - $60,000 10 Refused 

6 $30,000 - $35,000 

25. Gender:: 

44% Male 56% Female 
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Responses to Survey Questions 18 and 20 

18. Can you describe what type of housing, cost and location they are 
looking for? 

Buy Rent # of Bedrooms Location 

Buy/Rent 
125,000 1,000 2 Lena Loop 
130,000 900 3 Valley 

want to buy no $$ 800-1,200 2-3 Don't know 
<100,000 600-700 2 anywhere 

Buy 
100,000 0 3 Juneau 

want to build 0 2 Downtown 
80-90,000 0 3 downtown 

125-150,000 0 5 14 Mile or beyond 
100,000 0 3 14 Mile or beyond 

110-130,000 0 3 14 Mile or beyond 
15,000 0 2 14 Mile or beyond 

90-100,000 0 3 Salmon Creek 
90-100,000 0 2 AukeBay 

70-80,000 0 3 AukeBay 
80,000 0 3 Valley 
40,000 0 3-4 Valley 

100-150,000 0 4 Valley 
150-200,000 0 4 Valley 

150,000 0 3 Valley 
100,000 0 3 Valley 

<100,000 0 2 Valley 
100,000 0 3 Valley 

? 0 2-3 Valley/14 Mile or beyond 
180,000 0 3 14 mile or beyondN alley 

100-150,000 0 ? Don't know 
120,000 0 ? Don't know 

130-160,000 0 3 anywhere 
>150,000 0 2-3 anywhere 

150,175,000 0 ? ? 

Rent 
0 600 2 Juneau 
0 350-400 1 Downtown 
0 600 2 Downtown 
0 800 2 Downtown 
0 400 1 Downtown 
0 600 4 Juneau 
0 600 1 Downtown 
0 Low 1 Downtown 
0 600 2 Douglas 
0 700-825 ? Douglas 
0 <600 1 Douglas 
0 <1,000 2 Douglas 
0 550 2 Douglas 
0 200-300 2 Douglas 
0 500 1 Douglas 
0 750-900 3 AukeBay 
0 <600 1 studio AukeBay 
0 1,100 3 AukeBay 
0 200-300 2 Valley or Downtown 
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Buy Rent # of Bedrooms Location 

Q. 18 Continued 

Rent 
0 550-600 2 DowntownN alley 
0 500 2 Douglas/Downtown 
0 600 3 DouglasN alley 
0 700-800 3 Valley/Douglas 
0 1,200 4 Valley 
0 <925 3 Valley 
0 500-800 2 Valley 
0 500-700 1 Valley 
0 800 2 Valley 
0 600 2 Valley 
0 Low 1-2 Valley 
0 <700 1 Valley 
0 Low 1 Valley 
0 <400 1 Valley 
0 <800 2-3 Valley 
0 Low 2 Valley 
0 150 1 Valley 
0 600-700 2 Valley 
? 600-700 2-3 Valley 
0 1,100-1,200 3 Valley 
0 800 2 Valley 
0 300-500 2 Valley 
0 200-300 2 North Douglas 
0 1,500 2-3 14 Mile or beyond 
0 600-900 1 14 Mile or beyond 
0 <1,000 2-3 Lemon Creek 
0 500 2 Lemon Creek 
0 500 1 Lemon Creek 
0 <400 1 Lemon CreekN alley 
0 500 1-2 Switzer/Lemon Crieek 
0 600 1-2 Downtown/W. Juneau/Douglas 
0 low 3 anywhere 
0 500 3 anywhere 
0 600-800 2 anywhere 
0 Low l anywhere 
0 500-600 2 anywhere 
0 ? 1 anywhere 
0 500-600 l anywhere 
0 575-625 2 anywhere 
0 <900 2 anywhere 
0 <600 3 anywhere 
0 750 ? Don't Know 
0 700 ? Don't know 
0 <1,000 2 Don't Know 
0 500 l Doesn't matter 
0 500 0 0 
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20. Can you describe what type of housing, cost and location they are 
looking for? 

Buy Rent # of Bedrooms Location 

Buy/Rent 
<150,000 600-800 1-2 Downtown 

100,000 500-700 2 Valley 
110-130,000 1,200 3-4 14 Mile or beyond 

750 750 2 Douglas 
100,000 or less 900 3 anywhere 

Buy 
80-90,000 0 3-4 Downtown 

300,000 0 3 AukeBay 
100,000 0 3 Valley 
100,000 0 4 Valley 
80,000 0 3 Valley 

Not sure 0 4 Valley 
100-130,000 0 3 Valley 

120,000 0 2-3 Valley 
130-160,000 0 3 Salmon Creek 
130-150,000 0 3-4 Salmon Creek/Valley 
100-150,000 0 3 14 Mile or beyond/Salmon creek 

180,000 0 3 14 Mile or beyond/Valley 
150,000 0 3 Back Loop/AukeBay 

40-50,000 0 3-4 anywhere 
80-100,000 0 3 anywhere 

100-125,000 0 0 0 

Rent 
0 Low 1 Downtown 
0 350-400 1 downtown 
0 300-500 1 Juneau 
0 600-900 3 Downtown 
0 750-900 3 AukeBay 
0 1,100 3 AukeBay 
? 0 2 AukeBay 
0 600-700 2 Valley 
0 <800 2 Valley 
0 900-1,000 3 Valley 
0 600 2 Valley 
0 600-800 1-2 Valley 
0 500-800 3-4 Valley 
0 200-300 2 Valley or Downtown 
0 500 1 Downtown/Douglas 
0 500-600 1-2 Salmon creek 

~.,.,, 0 500-600 1 Lemon Creek 
I 

? ? 5 Lemon Creek 
0 800-1,000 2 anywhere 
0 400-600 3 anywhere 
0 600 2-3 anywhere 
0 <900 2-3 anywhere 
0 575-625 2 anywhere 
0 500 1 anywhere 
0 ? 3-4 anywhere 
0 600 2-3 anywhere 
0 600-700 2-3 anywhere 
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Buy Rent # of Bedrooms Location 

Q. 20 Continued 

Rent 
0 400-500 1 anywhere 
0 Low 1 Waterfront 
? 0 3 Don't Know 
0 1,000 or under 3 Don't know 
0 700 4 Convenient? 
? ? 3 ?? 
0 ? 3 ? 
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JUNEAU COMMUNITY PROFILE 

This profile of Juneau, Alaska provides general information about the community and a brief 
overview of local demographic and economic conditions. Several other reports, available 
through the City and Borough of Juneau, provide much more detailed data on the local 
economy and population. These include the Juneau Trends series of publications and the 
Comprehensive Community Assessment. Interested readers are urged to review these 
documents to learn more about Juneau. 

Location 
In the area known as the Alaskan Panhandle, Juneau is located in the Alexander Archipelago, 
a network of Pacific islands and waterways extending some 350 miles along the western edge 
of North America. Juneau is accessible by air or sea. Its latitudinal geographic position is 
approximately the same as Aberdeen, Scotland, Stockholm, Sweden and Leningrad, Russia. 

Juneau is bordered on the north and east by the Coast Range mountains and the Juneau Ice 
Field, a 300-square mile expanse of snow and ice. To the south and west is the complex chain 
of densely forested and rugged islands of the Alexander Archipelago. Juneau lies within the 
boundaries of the largest national forest, the 18 million acre Tongass National Forest. 

Climate 
The coldest month in Juneau is most often January, the warmest usually is July. Temperature 
extremes are a result of the air flow from Canada. During the summer maximum (June 21) 
there is 18:18 hours of daylight; during the winter maximum (December 21) there is 6:21 
hours of daylight. The average tidal range is 13.8'. 

Juneau: 

Auke Bay: 

Juneau Area Climate Data 

Temperature: Summer 47° to 63°, Winter 25° to 35° 
Extremes: -10° to 87° 
Precipitation: 91" includes 94" snow 

Temperature: Summer 46° to 65°, Winter 15° to 37° 
Extremes: -15° to 84 ° 
Precipitation: 58" includes 104" snow 

Source: Juneau Economic Development Council, Comprehensive Community Inventory, VII.A. 10/91. 
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Community Services 
The City and Borough of Juneau offers a full range of public services, many of which are 
augmented by the services of the State and Federal Government. These include police, fire, 
health and human services, library, transit, parks and recreation, public works, and economic 
development and planning. Other services are offered through the private sector, such as 
refuse collection, electrical system, and telephone system. 

Additionally, Juneau has branches of most Alaska banks and credit unions, one daily 
newspaper, radio and television stations and a cable television company. There are a number 
of health care options and services, numerous recreational facilities and opportunities, such as 
Eaglecrest Ski Area and Augustus Brown swimming pool, and a wide variety of cultural 
events ranging from the Alaska Folk Festival to Perseverance Theater. 

Historical Summary of Juneau's Development 

The first human inhabitants of the Juneau area were people of the Tlingit Auk and Taku 
tribes. The Tlingit people migrated down the Taku, Stikine and other river valleys from 
interior Canada. The earliest white settlers were European and Russian fur traders arriving in 
the late 1700s. 

Prospectors Joseph Juneau and Richard Harris explored the area in 1880, finding gold. 
Almost overnight the town of Harrisburg -later renamed Juneau - was born. Over the next 
two decades Juneau became the hub of mining activity from Berners Bay to Windham Bay, a 
120-mile-long mineralized area known as the Juneau Gold Belt. Two local mines, the 
Treadwell (located on Douglas Island) and the Alaska-Juneau Mine, recovered $130 million 
in gold, making them two of the largest gold mines in the world. 

The Alaska-Juneau Mine closed in 1944 because of labor shortages and increasing costs. 
Eventually, the seafood industry and growing state government took up the slack. As the 
capital city of Alaska, Juneau benefited from increasing levels of government spending and 
employment particularly during the Depression years and later during World War II. 

Statehood in 1959 and discovery of oil in Prudhoe Bay ten years later dramatically changed 
Juneau. State government increased Juneau's population and became its largest basic industry. 

Alaska's economy experienced a serious recession in the mid-1980s, triggered by falling oil 
prices and declining state revenues. The economy peaked in 1985, and bottomed out in 1987. 
State government employment, population, and real estate values all fell dramatically during 
this period. However, state government employment has since recovered to all-time high 
levels. 

Today state government is still Juneau's primary employer. However, private industry has 
increased in importance relative to government and recent growth in the mining and visitor 
industries bode well the for local economy. 
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Population 

Increasing government employment pushed Juneau's population from around 9,700 in 1960, 
13,500 in 1970, 19,500 in 1980 and to 26,751 in 1990. The City and Borough ofJuneau 
(CBJ) estimates the population at 28,791 in 1993. Table 1 is a population projection, starting 
with the 1993 population estimate, from the Final Socioeconomic Impact Assessment for the 
Alaska-Juneau Gold Mine (February 1993). 

Year 
1993 
1994 

1995 

1996 

1997 
1998 

1999 

2000 

Juneau•s Population Forecast 
Including AJ and Kensington Mine-Related Population 

1994-2000 

CBJ Baseline Mining 
Population Population 

28,791 
29,236 0 

29,689 211 

29,588 696 

29,483 713 

29,374 2,059 

29,266 2,412 

29,157 2,533 

Tota! 
Population 

28,791 
29,236 

29,900 

30,284 

30,196 
31,433 

31,678 

31,690 

1 Reed Hansen & Associates, Anal Socioeconomic Impact Assessment, Kensington Gold Project, City and Borough of Juneau, June 1992 
and 
Reed Hansen & Associates, Anal Socioeconomic Impact Assessment, Alaska-Juneau Gold Mine, City and Borough of Juneau, February 
1993. 

Juneau has a highly educated population, with almost 90% of the residents being high school 
graduates or higher. A significant portion of the population (31 % ) have bachelor's degree or 
higher. 

More than 50% of the population are between the ages of 20 and 50 years, with the median 
age being between 30 and 34 years. Just over one-third of the population of Juneau was born 
in Alaska. 

In 1989, the Bureau of Census reported that the median household income for Juneau was 
$47,924. The median family income was $54,088 and the per capita income was $19,920. 
Approximately 4% of families were reported as living below the poverty level. 
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Education 

The Juneau-Douglas School District has five elementary schools, two middle/junior high 
schools and one high school. A new middle/junior high school is currently being built and is 
scheduled to open with the start of the 1994-95 school year. Juneau has a number of private 
school programs available as well as the primary campus for the University of Alaska 
Southeast. 

Enrollment in the Juneau-Douglas School District during the 1988-1989 school year was 
4,603 (First Attendance Report). By 1993-94, the First Attendance Report showed an 
enrollment of 5,392 pupils in the Juneau-Douglas School District, and annual rate of increase 
of about 3.5%. Currently, 50% of the total student enrollment are elementary level; 24% are 
in junior high/middle school. Private school enrollment (K through 12) for 1993-94 was 235. 

The University of Alaska Southeast, located north of the city of Juneau next to Auke Lake, 
had a Fall 1989 enrollment of 2,768 for total credit hours of 13,315. The majority of these 
students were part-time students. There was a total enrollment of 2,444 with total credit hours 
of 13,632 in Fall 1993. 

Basic Industry 

Government 

As Alaska's capital, government is Juneau's largest basic industry. Administrative staff of 
most state agencies, plus the Office of the Governor and those of the Legislative Branch have 
their bases in Juneau. Juneau also serves as a regional center for Southeast Alaska and is 
home to the University of Alaska Southeast. 

The federal government has its Alaska headquarters for the U.S. Forest Service, the U.S. 
Coast Guard, the Bureau of Indian Affairs and the National Marine Fisheries Service in 
Juneau. Federal government employs approximately 1,100 workers in Juneau. 

Though not classified as a basic industry, the unified City and Borough of Juneau (CBJ) has a 
significant economic impact with over 1,300 employees. The CBJ has an eight member 
elected assembly, an elected mayor and salaried professional manager with support staff. 
Local government includes the hospital, public schools, fire protection, law enforcement, 
public transit, public utilities, and other public services. 

Table 2 shows the strength of government as Juneau's largest basic industry. Between 1989 
and 1992, government sector employment accounted for 50% of the employment in Juneau 
and, according to Table 4, more than 60% of the wages and salaries paid. 

Despite current attempts to move the legislature and/or the capital, there are strong 
indications that Juneau will remain the capital of Alaska . A proposition has been placed on 
the 1994 general election ballot to move the capital to Anchorage. However, Juneau and a 
statewide citizens group have begun efforts to keep the legislature in Juneau. As a result, also 
on the ballot is a proposition requiring voter approval of the cost of any such move ( which is 
likely to significantly dampen enthusiasm for a move). 
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Wage and Saiary Employment, juneau Labor Area by industry 1989-1992 
(Number of Employees) 

1989 1990 1991 1992 
Total Total Total Total 

Industry 
Private Employment 

Mining 112 75 84 75 
Construction 345 414 518 548 
Manufacturing 319 148 199 268 
Transportation-Communication-Utilities 857 911 880 957 
Wholesale Trade 211 197 217 197 
Retail Trade 1,993 2,042 2,199 2,268 
Finance, Insurance & Real Estate 535 496 558 584 
Services 2,152 2,333 2,279 2,357 
Agricuiture, Forestry, Fisheries & Non-classifieds 

Government Employment 
Federal Government 1,092 1,148 1,039 1,095 
State Government 4,411 4,534 4,518 4,530 
Local Government 1,397 1,508 1,521 1,567 

Total Non-Agricultural Employment 13,504 13,837 14,081 14,518 
Private Sector Employment 6,605 6,646 7,003 7,327 
Government Sector Employment 6,899 7,191 7,078 7,191 

Wage and Salary Employment, Juneau Labor Area by Industry 
Third Quarter, 1992 - 1993 

(Average Number of Employees Per Month) 

Industry 
Private Employment 

Mining 

Construction 
Manufacturing 

Transportation-Communication-Utilities 
Wholesale Trade 

Retail Trade 

Finance, Insurance & Real Estate 
Services 

Agriculture, Forestry , Fisheries & Non-classifieds 
Government Employment 

Federal Government 
State Government 

Local Government 
Total Non-Agricultural Employment 
Private Sector Employment 
Government Sector Employment 

• Data non-disclosable 
Source: Alaska Department of Labor 
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3rd Quarter -
1992 

65 

706 
327 

1,107 

206 
2,501 

611 
2,444 

* 

1,146 

4,475 

1,255 
14,943 

8,067 
6,876 

3rd Quarter -
1993 

95 
919 

324 

1,016 
201 

2,443 
640 

2,576 

103 

986 

4,261 
1,291 

14,866 

8,328 
6,538 
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Wages and Salaries Paid in the Juneau Labor Area by Industry 1989 -1992 
(In Thousands of Dollars) 

1989 1990 1991 1992 
Total Total Total Total 

Industry 
Private Employment 
Mining $4,419 $2,858 $4,114 $4,052 
Construction 11,361 13,919 16,679 19,716 
Manufacturing 11,394 3,037 4,370 7,959 

Transportation-Communication-Utilities 22,987 25,118 25,297 28,062 
Wholesale Trade 6,017 6,325 6,548 6,379 
Retail Trade 29,162 31,755 34,619 36,431 
Finance, Insurance & Real Estate 15,684 15,163 16,341 17,199 
Services 34,349 39,170 42,413 46,497 
Agriculture, Forestry, Fisheries & Non-classifieds * * * * 

Government Employment 
Federal Government 40,471 45,501 43,394 49,412 
State Government 159,097 168,804 179,430 185,493 
Local Government 44,052 47,863 50,869 54,026 

Total Non-Agricultural Employment 379,366 400,168 426,542 456,804 
Private Sector Employment 135,747 138,000 151,858 167,873 
Government Sector Employment $243,619 $262,168 $273,684 $288,931 

Wages and Salaries Paid in the Juneau Labor Area by Industry 
Third Quarter 1992 - 1993 

(In Thousands of Dollars) 

Industry 
Private Employment 
Mining 
Construction 
Manufacturing 

Transportation-Communication-Utilities 
Wholesale Trade 
Retail Trade 
Finance, Insurance & Real Estate 
Services 
Agriculture, Forestry, Fisheries & Non-classifieds 

Government Employment 
Federal Government 
State Government 
Local Government 

Total Non-Agricultural Employment 
Private Sector Employment 
Government Sector Employment 

• Data non-disclosable 
Source: Alaska Department of Labor 
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3rd Quarter -
1992 

$ 831 
7,015 
2,449 
8,055 
1,607 
9,767 
4,036 

11,893 
* 

12,504 
47,996 
10,117 

$116,779 
46,162 

$70,617 

3rd Quarter -
1993 

$1,089 
9,002 
2,169 
7,607 
1,642 

10,185 
4,765 

13,173 
499 

12,514 
44,686 
10,695 

$117,952 
50,057 

$67,895 
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Private Sector Industries 

While Juneau's economy is primarily based on government, the private sector is playing an 
increasingly important role. Tourism, seafood and mining are all important local industries 

Juneau has the second largest number of commercial fishing permit holders in Southeast 
Alaska. While local processing activity is small compared to other Southeast communities, 
Juneau's seafood processing industry is growing. 

Tourism is Juneau's largest private basic industry. Visitors from outside Alaska spent $53 
million in Juneau during the summer of 1993. Visitors to Juneau arrive by cruise ship, airline 
or via the Alaska Marine Highway System. During 1993, cruise ships made over 427 stops in 
Juneau, bringing a total of 314,065 passengers and 138,659 crew members. The outlook for 
the tourism industry in Juneau is for employment growth of around 3% to 5% per year. 

When Greens Creek Mine closed in 1993, Juneau lost 200 jobs in the private sector. 
However, two major mining projects, the Kensington Mine and the Alaska-Juneau Mine, 
continue to move through the permitting and development stages. As seen in the population 
projection data, the construction and operation of these projects would result in overall 
population growth while the baseline economy is likely to be declining. 

Juneau's role as a regional service and supply center is rapidly growing. In 1993, Juneau 
added Costco to its list of major businesses, which already included Fred Meyers, Lamont's, 
Payless, and J.C. Penney's. The entry of Mapco in early 1994 increased competition in local 
retail gasoline sales. Kmart had their grand opening in April 1994 and is expected to be 
followed by a Carr's supermarket in 1995. 

A strong positive effect of the development of these service industries has been an upswing in 
the construction industry as well as other support industries. Expansion of the service and 
retail sectors is expected to moderate and over the long term follow more closely trends in 
Juneau's basic economy. 

Other indicators suggest a growing economy in recent years. The number of private sector 
employers has increased from 798 in 1989 to 834 in 1992. Reported gross business sales in 
1989 were $603 million. By 1992, the CBJ reported gross business sales of $764 million. 
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Transportation 

The Alaska Marine Highway System has experienced a steady flow of traffic into and out of 
Juneau. In 1989, 69,229 passengers came into Juneau via the ferry system, while in 1992, 
more than 73,000 passengers arrived this way. 

Since 1989, Juneau International Airport has experienced a variety of changes, reflective of 
the factors affecting the entire airline industry. In 198 9, there were three airlines in Juneau; 
3,999 departing flights, carrying 176,429 passengers, 1,805 tons of mail and 1,437 tons of air 
freight. Since that time there have been two to three major airlines serving Juneau. In 1992, 
Alaska Airlines was joined by Delta and Mark Air for varying periods of time. There were a 
total of 4,943 departing flights: 231,505 passengers, 1,816 tons of mail and 5,067 tons of air 
freight. In 1993, Delta again offered limited service and gives every indication of continuing 
to do so. Mark Air has returned to Juneau in 1994 and appears to be working towards 
uninterrupted service. In addition, Juneau is served by a number of smaller airlines offering 
service to Juneau's outlying communities and Canada. 

Other Information 

The following tables provide further information about the economic and demographic nature 
of Juneau, Alaska. 
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1989 

5.0% 

Average Annual Unemployment Rate 
Juneau 1989-1993 

1990 1991 1992 

5.1% 6.3% 7.1% 

Juneau Assessed Real Property Valuation 
As of july 31, 1989 -1993 

(In Thousands of Dollars) 

1989 1990 1991 1992 

Type of Real Property 

Commercial $280,485 $256,074 $247,050 $243,179 
Industrial 27,527 26,014 44,494 44,051 
Apartment 34,158 42,489 36,116 38,411 
Trailer Courts 9,030 9,257 9,325 8,147 
Total Business 351,200 333,834 336,985 333,788 
Residential 581,176 630,254 689,308 761,944 
* Other 578 
Vacan Land 85,001 87,870 94,167 103,6100 

Total $1,017,376 $1,051,958 $1,120,460 $1,199,920 

By Area 
1. Juneau $275,875 $275,620 $275,366 $292,699 
2. Douglas 51,073 50,304 51,749 55,080 
3. Rural (on/off road) 30,264 22,048 23,279 23,763 
4. Auke Bay 122,917 130,504 139,742 150,209 
5. Glacier Valley 401,047 438,334 483,270 523,818 
6. North Douglas 48,201 48,898 53,436 56,545 
7. Salmon Creek 52,624 49,873 55,240 58,199 
8. Lynn Canal 35,375 35,785 38,378 39,608 

Total $1,017,376 $1,051,366 $1,120,460 $1,199,920 

• Other: boat houses, mining related properties, non-exempt utilities property 

1993 

6.2% 

1993 

$272,638 
18,906 
43,546 
10,846 

345,936 
770,494 
46,555 
87,949 

$1,250,933 

$296,883 
60,819 
24,700 

156,170 
548,685 
61,411 
60,986 
41,281 

$1,250,933 

Source: Annual Reports on Assessment and Taxation and Certified Assessment Roll, Assessor's Office, City and Borough of Juneau 
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Deeds of Trust Recorded in the Juneau Recording District 
1989 -1992 

Total Deeds of Trust 

Total Amount 
(In thousands of dollars) 

1989 

963 

$104,202 

1990 

888 

$258,275* 

1991 

1,043 

$135,540 

1992 

1,371 

$128,549 

•In 1990 a single deed of trust was recorded in the amount of $104,000,000 causing the large increase in dollar amount for that reporting period. 
Source: Motznik Computer Services. Derived from State Office Records, complies by the McDowell Group. 

New Housing Units Authorized by Building Permits in Juneau 
1989 - 1993 

1989 1990 1991 1992 1993* 
Type of Dwelling 

Single Family 30 32 40 73 66 
2-4 Family Units 0 2 1 4 4 

5 or More Units 0 2 7 12 0 
Mobile Homes 10 22 46 19 9 

Total Housing Units 40 58 94 108 79 

•Totals for first three quarters only. 
Source: City and Borough of Juneau Building Division and the Alaska Department of Commerce and Economic Development. 
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Average Residential Unit Sale Price, 1989 -1992 

1989 1990 1991 1992 
Single Family 
(Mendenhall Valley SA #5) 

Number of Sales 96 96 93 130 
Total Sales $9,396,688 $11,107,358 $11,255,265 $16,081,213 
Total Square Feet 149,920 144,288 278,943 353,976 

Average Price $97,882 $115,701 $121,024 $123,701 
Average Size 1,562 1,503 1,575 1,573 
Price Per Square Foot $62.66 $76.98 $76.84 $78.64 

Single Family 
(All Other Areas) 

Number of Sales 52 59 63 57 
Total Sales $6,321,100 $8,257,142 $7,639,249 $7,916,698 
Total Square Feet 89,844 102,424 160,092 190,287 

Average Price $121,560 $139,951 $121,257 $138,889 
Average Size 1,728 1,736 1,554 1,572 
Price Per Square Foot $70.35 $80.62 $81.18 $104.35 

Total Single Family Housing 
Number of Sales 148 155 156 187 
Average Price $106,201 $124,932 $121,118 $127,796 
Average Size 1,620 1,592 1,567 1,573 
Price Per Square Foot $65.56 $78.47 $77.29 $85.25 

Condominium 
Number of Sales 79 43 52 52 
Total Sales $3,711,800 $3,178,480 $3,871,112 $4,249,947 
Total Square Feet 71,987 44,247 49,440 * 

Average Price $46,985 $73,918 $74,444 $81,729 
Average Size 911 1,029 950 * 

Price Per Square Foot $51.58 $71.83 $78.36 * 

Zero-Lot Line 
Number of Sales 69 56 51 52 
Total Sales $4,755,388 $4,853,432 $4,837,436 $5,249,466 
Total Square Feet 90,316 47,626 119,912 103,325 

Average Price $68,918 $86,668 $96,364 $100,951 

Average Size 1,309 1,322 1,332 1,291 

Price Per Square Foot $52.65 $65.56 $72.34 $78.20 

Juneau Community Profile Page 11 



Juneau Housing and 
Land Inventory 

Volume V of the 

Juneau Multi-Family Housing Program 
Feasibility Study 

Prepared for: 

The City and Borough of Juneau 

Prepared by: 

Thomas P. King & Associates 
Juneau, Alaska 

in association with 

Milton B. Barker/McDowell Group 

July, 1994 



Juneau Housing and Land Inventory 

Contents 

Introduction .................................................................................................................... 1 
I. Housing Inventory ..................................................................................................... 2 
II. Land Inventory................................................................................... . .................... 6 
III. Multi-Family Housing Inventory ................................................................................ 8 
IV. Multi-Family Losses By Fire, Demolition, Or Conversion ........................................ 10 
V. Current Additions To The Housing Stock ................................................................ 13 

Juneau Housing and Land Inventory Page i 



Juneau Housing and Land Inventory 

Introduction 

A major component of the Juneau Multi-Family Housing Program Feasibility Study is to 
inventory existing housing units and vacant land in the Juneau area. The housing inventory is 
provided by type of housing and location. Vacancy rates and the persons per unit by type and 
location also are provided. A separate, detailed inventory of multi-family properties with 5 or 
more units is included. 

The information in this report is an accumulation of data from the City Assessors Office, the 
City Community Development Department and from independent investigation by the Thomas 
P. King & Associates. The report consists of the following information: 

1. types of units; 
2. location of types of units by service area; 
3. persons per household; 
4. vacancy rates; 
5. inventory of vacant land; 
6. inventory of multi-family buildings with five or more units; 
7. trends ofloss by fire, demolition, or conversion; and, 
8. in-progress or planned construction of new housing. 



I. Housing Inventory 

In this section, Juneau's existing housing inventory is defined by type and location. Housing 
types are categorized as single family homes, duplex, zero lot line, condominium, mobile 
homes and live-aboard boats. 

Housing units by type and location are based on Community Development Department data. 
Information on vacancy rates and persons per household is from Population Estimate 1993, 
prepared by the Community Development Department. Three or more units in a building are 
considered as multi-family. 

Table l summarizes the existing housing inventory. Tables 2 and 3 contain vacancy rates and 
persons per household respectively. 
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Service Single-
Area Family 

1 675 
2 197 
,.,, 

44 .) 

4 568 
5 2,071 
6 224 
7 135 
8 230 

Total 4,144 

Key to Service Areas 

Service Area 1 
Service Area 2 
Service Area 3 
Service Area 4 

Juneau Housing and Land Inventory 

Du12lex 
380 
170 

16 
168 
532 
100 
60 
42 

1,468 

Juneau 
Douglas 
Rural Roaded 
AukeBay 

TABLE 1 

Housing Units By Type And Location 

Zero Lot 
Line 

21 
2 
0 

84 
460 

84 
90 

Q 

741 

Multi-Family 
(3 or more 

Condominium units) 
367 
181 

0 
114 
189 

0 
18 
2 

871 

927 
282 

0 
139 
859 

28 
40 

.6_ 

2,281 

Service Area 5 
Service Area 6 
Service Area 7 
Service Area 8 

Mobile 
Home 

6 
1 
7 

28 
1,063 

57 
2 
_a 

1,172 

Glacier Valley 
North Douglas 
Salmon Creek 
Lynn Canal 

Live-Aboard 
Boats Total 

98 2,474 
6 839 
0 67 

34 1,135 
6 5,180 
0 493 
0 345 
Q 288 

144 10,821 
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TABLE2 
Vacancy Rates 

Multi-Family 
Service Single- Zero Lot (3 or more Mobile Live-Aboard 

Area Family Duglex Line Condominium units) Home Boat Average 
1 0.00% 0.00% 0.00% 0.00% 0.93% 0.45% 0.00% 0.36% 
2 0.00 0.00 0.00 0.00 0.93 0.45 0.00 0.36 
') 1.32 1.32 1.32 1.32 0.78 0.45 0.00 1.49 .) 

4 1.32 1.32 1.32 1.32 0.78 0.45 0.00 1.15 
5 1.32 1.32 1.32 1.32 0.78 0.45 0.00 1.06 
6 1.32 1.32 1.32 1.32 0.78 0.45 0.00 1.01 
7 1.32 1.32 1.32 1.32 0.78 0.45 0.00 1.16 
8 1.32 1.32 1.32 1.32 0.78 0.45 0.00 1.39 

Average 0.96% 0.96% 0.96% 0.96% 0.86% 0.45% 0.00% 0.87% 

Notes: 
1. Vacancy rates for single-family, duplexes, zero-lot-lines, and condominiums were estimated on a consolidated basis. Single-family and 
multi-family rates were each consolidated for service areas 1 and 2 and separately consolidated for all other service areas. 
Mobile home and boat rates were estimated on an area-wide basis. 
2. The averages by type or service area are weighted by the number of units in Table 1. 

Key to Service Areas 

Service Area l 
Service Area 2 
Service Area 3 
Service Area 4 

Juneau Housing and Land Jnvento,y 

Juneau 
Douglas 
Rural Roaded 
AukeBay 

Service Area 5 
Service Area 6 
Service Area 7 
Service Area 8 

Glacier Valley 
North Douglas 
Salmon Creek 
Lynn Canal 
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Service Single- Zero Lot 
Area Family Du12lex Line 

1 2.39 2.39 2.39 
2 2.42 2.42 2.42 
1 2.81 2.81 2.81 ., 
4 2.81 2.81 2.81 
5 3.01 3.01 3.01 
6 2.81 2.81 2.81 
7 3.01 3.01 3.01 
8 2.81 2.81 2.81 

Average 2.79 2.79 2.79 

Notes: 

TABLE 3 
Persons per Household 

Multi-Family 
(3 or more 

Condominium units) 
2.39 1.73 
2.42 2.15 
2.81 2.00 
2.81 2.00 
3.01 2.41 
2.81 2.00 
3.01 2.41 
2.81 2.00 

2.79 2.07 

Mobile Live-Aboard 
Home Boat Average 
2.87 1.95 2.13 
2.87 1.95 2.33 
2.87 1.95 2.82 
2.87 1.95 2.67 
2.87 1.95 2.88 
2.87 1.95 2.76 
2.87 1.95 2.94 
2.87 1.95 2.79 

2.87 1.95 2.64 

1. Persons per household for single-family, duplexes, zero-lot-lines, and condominiums were estimated on a consolidated basis. Single-family 
and multi-family figures were each consolidated for service areas 1 and 2 and separately consolidated for all other service areas. 
Mobile home and boat figures were estimated on an area-wide basis. 
2. The averages by type or service area are weighted by the number of units in Table 1. 

Key to Service Areas 

Service Area 1 
Service Area 2 
Service Area 3 
Service Area 4 
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Douglas 
Rural Roaded 
Auke Bay 

Service Area 5 
Service Area 6 
Service Area 7 
Service Area 8 

Glacier Valley 
North Douglas 
Salmon Creek 
Lynn Canal 
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II. Land Inventory 

A review of the Use Code Report prepared by the City Assessors Office indicates a large 
number of vacant land parcels in the City and Borough of Juneau. A large percentage have 
sites that would be suitable for most development allowed by zoning. 

The Community Development Department, as part of its Juneau Wetlands Management P Ian, 
conducted an inventory of developed and undeveloped land by zoning classifications. This 
study also indicated a large amount of vacant land that could be developed for housing use. 

The Plan's total of vacant developable acres in districts zoned purely for residential purposes 
was 1,946 acres in 1988. This total does not include wetlands, steep slopes, or inaccessible 
property. Table 4 summarizes the results of the Plan inventory. The D-1 through D-5 zoning 
classes are for single-family and duplex residential use. The D-10 through D-18 districts are 
for multi-family. 

TABLE4 

Vacant and Developable Acres 

Zone Class Develo12ed Acres Vacant Acres Develo12able Acres 
D-1 1,242 2,246 650 
D-3 340 663 203 
D-5 3,376 1,453 475 
D-10 54 86 51 
D-15 338 970 508 
D-18 244 129 59 

Total 5,594 5,547 1,946 

Source: Juneau Wetlands Management Plan, Department of Community Development, City 
and Borough of Juneau, May 1989. 

The Juneau Wetlands Management Plan inventory has not been updated since it was 
prepared on August 15, 1988. If acreage available in 1988 were developed at the maximum 
density allowed by zoning, an estimated 12,826 dwelling units could be constructed. Permits 
for only 3 8 8 new housing units have been issued between 198 7 and the fourth quarter of 
1993. Most residential development since 1987 has occured in the D-3 and D-5 zoned areas. 
Development has been primarily single-family homes with almost no multi-family 
development. 

An estimated current capacity for an additional 12,400 units is over eight times the 1,500 units 
of net housing demand through the year 2000 forecasted in the Juneau Housing Demand 
Forecast, a companion volume to this report. The potential new construction is also more 
than the current stock of dwelling units in Juneau. 

Juneau Housing and Land Jnvent01y Page 6 



Table 5 shows the number of publicly and privately owned vacant parcels by zoning class. 
This information is from the City Assessor's records. The MU zoning class is for mixed use, 
which includes residential development. 

TABLE 5 
Publicly and Privately Owned Vacant Parcels 

Zone Class Private Public Total Parcels 
D-1 517 101 618 
D-3 150 23 173 
D-5 523 86 609 
D-10 47 10 57 
D-15 63 8 71 
D-18 215 19 234 
MU 46 24 70 

Total Parcels 1,561 271 1,832 

The above numbers represent the total parcels. Undersized parcels may not be developable as 
a single parcel. The number of potential units on private or public land will depend on the size 
and zoning class of the parcels. 
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III. Multi-Family Housing Inventory 

92. 9 percent of existing multi-family properties having five or more units were examined to 
produce the multi-family inventory contained in Table 6. The inventory accounts for 93 
properties totaling 1,535 housing units, out of 102 existing multi-family properties totaling 
1,652 units. 

TABLE 6 
Multi-Family Housing Inventory 

Service Total 
Area Efficiency 1 Bedroom 2 Bedrooms 3 Bedrooms ..J. Bedrooms Unknmm Units 

1 435 136 167 21 0 5 76..J. 
2 57 3 42 71 8 

.., 18..J. .J 

4 13 1 27 0 33 0 7..J. 
5 131 3 218 63 20 49 48..J. 
6 0 0 0 0 0 5 5 
7 

.., 
l 16 4 0 0 24 _) 

8 .Q 0 0 0 .Q 0 0 

Total 
Units 640 144 472 162 65 62 1,535 

Table 7 provides information on the character of the multi-family housing stock. The age, 
size, and number of bedrooms of multi-family buildings were determined from the City 
Assessors records. Each property was inspected to determine its condition. Management was 
contacted to determine rents and vacancies. 

Many of the units in the downtown area are older and in fair to average condition. Many 
buildings were constructed during the 1930's, 1940's and 1950's. About 30 units are 
considered to be in poor condition and are expected to be torn down. The buildings in the 
Valley area are typically newer, with most constructed in the l 970's and l 980's. This is also 
true for buildings in the Douglas area. These are typically in average to good condition. 

Another source of information for market rents is AHFC. Their 1994 Home Program uses the 
following as fair market rents for Juneau: 

efficiency $572 
1 bedroom 695 
2 bedrooms 890 
3 bedrooms 1,057 
4 bedrooms $1,184. 
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TABLE 7 
Character of Multi-Family Housing Stock 

Number Typical 
Service of Number Typical Size Typical Typical Age Typical 
Area Bedrooms of Units (sguare feet} Rent Vacancy (years} Condition 

1 0 136 475 $500 0% 45 average 
1 435 550 700 0 45 average 
2 167 783 850 0 45 average 
3 21 1,000 900 0 45 average 
4 0 1,200 

Unknown 5 

2 0 
,., 

450 575 0 9 good .) 

1 57 600 650 0 15 average 
2 42 830 850 0 10 good 
3 71 1,200 920 0 20 good 
4 8 1,200 Section 8 

Unknown 
,., 
.) 

4 0 1 450 400 0 40 average 
1 13 600 775 0 40 average 
2 27 830 950 0 9 good 
3 0 1,000 0 0 0 
4 33 1,200 1,100 0 9 good 

5 0 3 450 500 0 22 average 
1 131 600 650 0 15 average 
2 218 830 850 0 15 average 
,., 

63 1,000 700 0 20 average .) 

4 20 1,200 $740 0 20 average 
Unknown 49 

6 Unknown 5 

7 0 1 450 Section 8 0 NA NA 
1 3 600 Section 8 0 NA NA 
2 16 830 Section 8 0 NA NA 
3 4 1,000 Section 8 0 NA NA 
4 0 1,200 Section 8 0% NA NA 
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IV. Multi-Family Losses By Fire, Demolition, Or Conversion 

Table 8 indicates the number of multi-family units lost to fire, demolition, or conversion to 
other uses for the years 1988 through 1993. Information on losses and the number of multi­
family units for various years was provided by the Community Development Department. Fire 
losses were were confirmed from records of the Juneau District of the city Fire Department. 
Table 9 provides the detail of such losses on which Table 8 is based. 
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TABLE 8 

Multi-Family Housing Losses 

1988 - 1993 

Service Area 1 Service Area 2 Service Area 5 

Existing Annual Existing Annual Existing Annual 
Units Multi-Family Loss Units Multi-Family Loss Units Multi-Family Loss 

Year of Loss Lost Units Ratio Lost Units Ratio Lost Units Ratio 

1988 25 971 0 287 0 799 
1989 0 947 0 287 0 813 
1990 43 923 13 287 0 812 
1991 5 921 0 280 2 809 
1992 0 915 0 280 0 812 
1993 12 927 0 282 0 859 

Total 85 13 2 

Average 14 934 1.52% 2 284 0.76% 0 817 0.04% 

Sources: 
1. Units Lost from Table 9. 

2. Existing Multi-Family Units from Community Development Department, City and Borough of Juneau. 
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Year Multi-Family Property 

1988 Gross Apartments 
Guildford 
Rocovich Apartments 

Total excluding JAMI 

1990 Gross Apartments 
Soriano 
Perseverance Theater 
Klein 
Channel Apartments 

Total 

1991 Milnes Apartments 
Gastineau Human Services 

Total 

1993 Knight Apartments 
Calhoun Avenue 3-plex 

Total 

Units 
Lost 

22 
~ 
.) 

10 

25 

2 
10 
4 
9 

31 
56 

5 
2 
7 

9 
~ 
.) 

12 

TABLE9 
Detail of Multi-Family Housing Losses 

1988 - 1993 

Parcel 

1 CC70A030030 
1C070IO10050 
1 C040A260050 

1CC70A030030 
1C070B0Q0010 
2D040T040040 
2D040T040030 
1C060K680010 

1 C070Al 40070 

Reason for Loss 

closed due to plumbing problems 
demolition 
conversion to Juneau Alliance for Mentally Ill (JAMI) group home for persons 
who would otherwise independently seek rental apartments; units not rented 
to JAMI participants are available for rental to the public 

closed due to plumbing problems 
demolition 
conversion 
fire 
demolition for ADEC building 

fire 
SB 1201050200 conversion to group home for offenders who would otherwise be incarcerated 

1C060BO10030 
1C060BO10020 

demolition for Senior Citizens Support Services project 
demolition for Senior Citizens Support Services project 

Source: Community Development and Assessor's Office, City and Borough of Juneau 
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V. Current Additions To The Housing Stock 

Table 10 summarizes the current additions being made to Juneau's housing stock. These are 
units that are either under construction or planned for construction. These units are not 
included in the existing housing inventories contained in this report. 

The records of the Community Development Department and the Assessors Office were 
reviewed to determine housing units planned or in-progress. Newspaper reports and 
interviews with developers were also used in arriving at the estimated units. 

TABLE 10 

Housmg Units Planned or Under Construction 

Multi-Family Projects 
Senior Citizen Support Services, Inc. 
Alaska Housing Finance Corporation 
Housing First 
Gruening Park 
Mad-Tiff Construction 

Total Multi-Family Units 

Other Housing 
Tlingit-Haida Housing Authority 

Park Place Townhomes 
Building permits under review 
Mobile home rental spaces 

Total Other Units 

Number of Bedrooms 

0 1 2 
21 30 16 

13 22 
6 6 

.., 
:, 

8 
NA NA NA 
27 49 49 

~ 

single-family lease-purchase 
duplex rentals 
single-family attached 
miscellaneous 

Total Multi-Family and Other Housing Units 

Juneau Housing and Land Inventory 

3+ 

10 

8 
NA 

18 

Total Units 
67 
45 
15 
16 
15 

158 

Units 

30 
20 
16 
50 
30 

146 

304 
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