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MOUNTAIN VIEW ARTS AND CULTURAL DISTRICT 

BEDI / 108 REDEVELOPMENT FUND 
 
Total Fund:   $5,000,000 108 Loan Guarantee Capacity 
    $2,000,000 BEDI Grant 
 
LOAN REQUEST:  $2,000,000 CDBG Section 108 Loan Guarantee 
    Up to $250,000 of Brownfields Grant 
  
BORROWER: Alternatives Community Mental Health Center, Inc., an 

Alaska non-profit corporation  
d/b/a Denali Family Services 

 
PROJECT OVERVIEW: This request, from Denali Family Services represents the 
first application for HUD Section 108 loan guarantee assistance from the Mountain 
View Arts and Cultural District BEDI/108 Redevelopment Fund.  This Fund was 
established with the approval of a $2,000,000 Brownfields Economic Development 
Initiative (BEDI) grant application in October 2003.  The Municipality of Anchorage 
has tentative approval from HUD for a $5,000,000 companion Section 108 Loan 
Fund.  Loan applications are still required individually for projected fund uses. 
 
The Municipality’s application was submitted in order to assist the MOA and 
Anchorage Neighborhood Housing Services, Inc. (ANHS), a local non-profit CDFI 
organization, in creating a redevelopment fund to finance revitalization efforts in 
Mountain View, Anchorage’s most distressed neighborhood.  The revitalization effort 
includes, as a key component, the creation of an Arts and Cultural District along 
Mountain View’s commercial corridor.  The Fund would, in turn leverage private 
foundation grant funding and private debt financing, and be used to acquire land and 
construct mixed-use commercial and artist live -work space on key sites along 
Mountain View Drive as initially identified in the Mountain View in Motion 
redevelopment plan.   
 
The Mountain View neighborhood was created in the 1940s to provide housing for 
people moving to Alaska to help build the adjacent military base.  Mountain View has 
long served the housing needs of Anchorage’s more transient populations and, over 
the years, many of the small single -family homes have been replaced with multi-unit 
infill rental housing, providing Anchorage with needed but often ill-maintained 
affordable housing. In 1998, neighborhood representatives held a community 
workshop session to examine neighborhood trends and economic characteristics, 
and to explore avenues for re-energizing Mountain View Drive’s commercial core.  As 
Anchorage’s most diverse neighborhood, consensus resulted in the call to celebrate 
Mountain View’s ethnic diversity through fine ethnic restaurants, bookstores, art 
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galleries and studios, and professional offices.  Based on the above Mountain View 
was selected by the Housing and Neighborhood Development Commission as a 
target neighborhood for future development as a Neighborhood Redevelopment 
Strategy Area. SBA has also designated it as a HUB Zone. 
 
Lead revitalization partners include the Municipality of Anchorage, Alaska 
Neighborhood Housing Services (ANHS), Cook Inlet Housing Authority, and Habitat 
for Humanity.  Direct project supporters, acting as steering committee members, 
number over 200 and include neighborhood residents, artists, local, state, and 
federal public officials, private non-profit and for-profit businesses, community 
members, and a number of Foundations.  

 
Project Description:  The first of 4 initial projects is ready to proceed.  The Sadler 
Building, a 60,000 sf warehouse, is soon to be vacated by the owner and will be 
available for purchase by Denali Family Services (DFS).  Named the Randy Smith 
Center, the 60,000 SF building would be remodeled and approximately 23,816 SF 
would be occupied by Denali Family Services with the balance rented to other 
tenants.  The 23,816 SF of space represents increased space for the agency to 
accommodate its growth.  The balance of the building will be subleased to other 
partnering social service organizations until needed. 
 
Once renovated, the building will be able to offer occupancy and rental rates well 
below the current market for Class B space.  Projected occupancy costs to Dena li 
and partnering social service organizations are at $1.43 SF with current market rates 
at about $1.75 SF.  A small amount of subleased space for arts groups may rent for 
as low as $.75 to generate art-tenant interest.  There will be new jobs created as a 
result of the project with at least 51% made available to low and/or moderate-income 
households. 
 
As stated, lease rates are projected at gross rents (no tenant contribution for 
expenses) and are well below current market.  They are projected to increase at 1% 
per year.  Expenses are projected to increase 1% - 2% per year.  Project pro formas 
are included later in this application.  This lease structure is consistent with usual 
commercial practices in Anchorage; however rents are projected to remain below 
market.   An appraisal will be commissioned and should confirm the financial 
parameters of the project. 
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The building is currently on the market and DFS has an option to purchase the site 
contingent upon securing necessary financing.  The requested Section 108 loan will 
be used for acquisition with private debt and foundation funding being used for 
construction costs.  The project site is also eligible for new markets tax credits and 
may be used in the private financing of the project.  HUD 108/BEDI funds will not be 
used for any of the construction costs of the project and so, does not trigger the 
requirement for use of federal Davis-Bacon prevailing wages 
 
The favorable rate and term available through HUD’s Section 108 program is 
necessary to keep rents to the agency affordable given the relative size of the project 
and to offset the costs of the necessary private financing.  Even with the financial 
benefits of the 108 loan – the project will require additional grant support provided by 
local foundations to complete the financing structure.  A development budget and 
projected sources of funds are provided on the following page. 
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Municipality of Anchorage 
108 LOAN FUND 

RANDY SMITH CENTER (SADLER'S BUILDING) 
DEVELOPMENT BUDGET 

Total % Total
Development Development

Cost Cost
0%

1,900,000 26%
1,900,000 26%

0%
0 0 0%
70 4,200,000 57%

0%
0 0%
0 0%

0%
175,000 2%

4,375,000 60%

350,000 5%
25,000 0%

0%
0%

10,000 0%
0%
0%

385,000

30,000 0%
50,000 1%

0%
5,000 0%

200 0%
15,000 0%

0%
100,000 1%

0%
0%

200,200

35,000 0%
36,000 0%

100,000 1%
0%

Included Above 0%
0%

171,000

100,000 1%
50,000 1%

0%
150,000
25,000 0%
25,000 0%

100,000 1%
1,056,200 14%
7,331,200 100%

0

L/G/E Amortization
Rate and Term Amount

0.00% 2,331,200                    
5.00% 20 Years 2,000,000                    
7.00% 20 Years 3,000,000                    

7,331,200                    

Total Development Costs (TDC)

SECTION 2.   SOURCES OF FUNDS

Equity

31.  Replacement reserves

Subtotal Reserves

32.  Operating reserves
33.  Other (specify):

Subtotal Related Costs

17.  Other (specify):

Carrying Costs to Occupancy
18.  Insurance during construction
19.  Property taxes during construction
20.  Utilities to occupancy
21.  Security
22.  Building permits
26.  Other (specify):

Reserves

Subtotal Financing Costs

Subtotal Carrying Costs to Occupancy

Subtotal Construction
C.  Related Costs

2.  Legal fees
3.  Surveys
4.  Project management 

Subtotal Consultant Services & Management

8.  Construction financing fees

B.    Construction Phase Financing

Sources of Funds

Section 108
Bank loan

Grant

  Not Yet Identified 
Total Sources of Construction Funds

6.  Site improvements

1.  Land  (including leins, taxes, etc.)
2.  Buildings

1.  Residential new construction
2.  Residential rehabilitation

B.  Hard Costs

3.  Commercial new constr or rehab
4.  Site preparation/demolition
5.  Parking 

per sq ft:

SECTION 1.     USES OF FUNDS

per space:

per sq ft:
per sq ft:

Subtotal Acquisition

A.   Acquisition Costs

16.  Loan interest during leaseup/sales

11.  Appraisals
12.  Mortgage recording fees
13.  Title insurance

Financing Costs

7.  Other costs (specify):

14.  Credit enhancement fees
15.  Loan interest during construction

8.  Construction contingency

Consultant Services & Management
1.  Architect/engineering

Sponsor Overhead & Administration
Developer Fees
Related Cost Contingency

10.  Points
9.  Permanent financing fees

5.  Environmental review
6.  Cost certification/audit
7.  Other (specify):

Notes for Section 2:
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SECTION 108 SUBMISSION REQUIREMENTS 
 
The redevelopment of the Sadler Building for Denali Family Services will continue 
economic development efforts in the Mountain View community and act as an 
additional catalyst to development within the immediate area.  In addition, the loan 
supports policies that seek to target City resources to support redevelopment within 
the community.   
 

Amended Housing and Community Development  
Consolidated Plan for 2003-2007 

 Consolidated Plan Goals: 
1. To provide decent housing 
2. To provide a suitable living environment 
3. To expand economic development 

 
The Municipality is also in the midst of finalizing a neighborhood revitalization 
strategy (NRS) for the Mountain View community and the renovation of the Sadler 
Building meets those goals as well.  The NRS is expected to be approved by HUD 
prior to final closing on the Section 108 loan. 
 
The following pages show the projected financial performance of the project With 
and Without Section 108 financing.  Under the structure developed for this 
application Section 108 funds amounting to $2,000,000 would be combined with 
private financing totaling $3,000,000 and grant funding of $2,331,200.  The BEDI 
grant funds would be used to make annual payments due to HUD on the loan.  The 
full benefit of the grant will not be passed onto the borrower.   Instead borrower 
payments will fund initial reserves for this loan and the larger Mountain View Fund 
and will be used in case of default or used by the borrower to fund payments in Years 
19 and 20. 
 
If developed as a conventional real estate project, the projected rents, all 60,000 sf 
@ $1.43 SF, with a 1.20 debt service cover ($1.20 of income per $1 of debt) would 
support private debt of $5,425,506.  With required private equity of $1,905,694, the 
project generates a 2.96% internal rate of return which is too low to support private 
development and is the reason for the lack of private investment within the 
neighborhood. 
 
The HUD 108 loan, though, has a lower interest rate.  When combined with private 
debt the annual debt service is reduced from $504,767 under the private 
development scenario to $429,108 in the current public financing scenario, or a 
savings of $75,659.  The nature of the public project is also capable of generating 
foundation support that provides additional subsidy for the project.  The uniqueness 
of the current redevelopment team and its access to foundation and HUD loan funds 
create a viable project that is the subject of this application. 
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Project Financial Pro forma WITHOUT HUD Section 108 Financing 



Municipality of Anchorage 
MOUNTAIN VIEW BEDI / 108 LOAN FUND

RANDY SMITH CENTER (SADLER'S BUILDING) w/o BEDI - 108 FUNDS

Denali Family Services

Commercial Income Sq ft $/sf Inflator 2004 YR2 YR3 YR4 YR5 YR6 YR7

Tenant one: 10,000 1.43 1.010 171,600 173,316 175,049 176,800 178,568 180,353 182,157

Tenant two: 1.010 0 0 0 0 0 0 0

Tenant three: 1.010 0 0 0 0 0 0 0

Owner: 50,000 1.43 1.010 858,000 866,580 875,246 883,998 892,838 901,767 910,784

Potential gross income 1,029,600 1,039,896 1,050,295 1,060,798 1,071,406 1,082,120 1,092,941

Commercial vacancy loss, rate: 0.05 (51,480) (51,995) (52,515) (53,040) (53,570) (54,106) (54,647)

TOTAL EFFECTIVE GROSS INCOME $978,120 $987,901 $997,780 $1,007,758 $1,017,836 $1,028,014 $1,038,294
Operating Expenses Year 1 % EGI Inflator

Real estate taxes 40,000 4.09 1.01 40,000 40,400 40,804 41,212 41,624 42,040 42,461

Insurance 21,000 2.15 1.02 21,000 21,420 21,848 22,285 22,731 23,186 23,649

Legal 5,000 0.51 1.02 5,000 5,105 5,212 5,322 5,433 5,548 5,664

Monitoring/compliance 5,000 0.51 0.00 5,000 0 0 0 0 0 0

Accounting/audit 5,000 0.51 1.02 5,000 5,100 5,202 5,306 5,412 5,520 5,631

Management Fees 10,000 1.02 1.02 10,000 10,200 10,404 10,612 10,824 11,041 11,262

Maintenance 60,000 6.13 1.02 60,000 61,200 62,424 63,672 64,946 66,245 67,570

Heat 11,400 1.17 1.02 11,400 11,628 11,861 12,098 12,340 12,587 12,838

Electric 84,000 8.59 1.02 84,000 85,680 87,394 89,141 90,924 92,743 94,598

Water & sewer 21,600 2.21 1.02 21,600 22,032 22,473 22,922 23,381 23,848 24,325

Landscaping/snow removal 18,000 1.84 1.02 18,000 18,360 18,727 19,102 19,484 19,873 20,271

Replacement reserves 28,800 2.94 1.02 28,800 29,376 29,964 30,563 31,174 31,798 32,433

Other (specify): 12,600 1.29 1.02 12,600 12,852 13,109 13,371 13,639 13,911 14,190

50,000 5.11 1.02 50,000 51,000 52,020 53,060 54,122 55,204 56,308

Total Operating Expenses $372,400 $374,353 $381,441 $388,667 $396,034 $403,544 $411,200
    Operating Expenses as a percentage of Effective Gross Income 38.1% 37.9% 38.2% 38.6% 38.9% 39.3% 39.6%

NET OPERATING INCOME $605,720 $613,548 $616,339 $619,091 $621,802 $624,470 $627,095
Debt service (see below) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767)
Net Cashflow (1,905,694) 100,953 108,782 111,572 114,324 117,035 119,704 122,328
Debt Service Coverage Ratio (All Debt) 1.20 1.20 1.20 1.20 1.20 1.20 1.20

Estimated value of completed real estate $ 7,500,000
DEVELOPER SUMMARY Amort Loan

Project Costs Rate period to Value Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7

  Mortgage 1 7.00% 240 72% (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767)

Total Mortgages 72% 72% (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767)
Required Equity IRR 2.96%

Misc., Sec., Elev. 

1,905,694

5,425,506      

5,425,506      

Worksheet B: Property Operating Budget

7,331,200      

Janitorial

Name of Organization:

Prepared November 21, 2003
Anchorage Neighborhood Housing Services

National Development Council



Municipality of Anchorage 
MOUNTAIN VIEW BEDI / 108 LOAN FUND

RANDY SMITH CENTER (SADLER'S BUILDING) w/o BEDI - 108 FUNDS

Denali Family Services

Commercial Income

Tenant one:

Tenant two:

Tenant three:

Owner:

Potential gross income

Commercial vacancy loss, rate:

TOTAL EFFECTIVE GROSS INCOME
Operating Expenses

Real estate taxes

Insurance

Legal

Monitoring/compliance

Accounting/audit

Management Fees

Maintenance

Heat

Electric

Water & sewer

Landscaping/snow removal

Replacement reserves

Other (specify):

Total Operating Expenses
    Operating Expenses as a percentage of Effective Gross Income

NET OPERATING INCOME
Debt service (see below)
Net Cashflow
Debt Service Coverage Ratio (All Debt)

Estimated value of completed real estate
DEVELOPER SUMMARY

Project Costs

  Mortgage 1

Total Mortgages
Required Equity

Misc., Sec., Elev. 

1,905,694

5,425,506      

5,425,506      

Worksheet B: Property Operating Budget

7,331,200      

Janitorial

Name of Organization:

YR8 YR9 YR10 YR11 YR12 YR13 YR14 YR15 YR16 YR17

183,978 185,818 187,676 189,553 191,449 193,363 195,297 197,250 199,222 201,214

0 0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0 0

919,892 929,091 938,382 947,766 957,243 966,816 976,484 986,249 996,111 1,006,072

1,103,871 1,114,909 1,126,058 1,137,319 1,148,692 1,160,179 1,171,781 1,183,499 1,195,334 1,207,287

(55,194) (55,745) (56,303) (56,866) (57,435) (58,009) (58,589) (59,175) (59,767) (60,364)

$1,048,677 $1,059,164 $1,069,755 $1,080,453 $1,091,258 $1,102,170 $1,113,192 $1,124,324 $1,135,567 $1,146,923

42,885 43,314 43,747 44,185 44,627 45,073 45,524 45,979 46,439 46,903

24,122 24,605 25,097 25,599 26,111 26,633 27,166 27,709 28,263 28,828

5,783 5,904 6,028 6,155 6,284 6,416 6,551 6,689 6,829 6,972

0 0 0 0 0 0 0 0 0 0

5,743 5,858 5,975 6,095 6,217 6,341 6,468 6,597 6,729 6,864

11,487 11,717 11,951 12,190 12,434 12,682 12,936 13,195 13,459 13,728

68,921 70,300 71,706 73,140 74,602 76,095 77,616 79,169 80,752 82,367

13,095 13,357 13,624 13,897 14,174 14,458 14,747 15,042 15,343 15,650

96,490 98,419 100,388 102,396 104,443 106,532 108,663 110,836 113,053 115,314

24,812 25,308 25,814 26,330 26,857 27,394 27,942 28,501 29,071 29,652

20,676 21,090 21,512 21,942 22,381 22,828 23,285 23,751 24,226 24,710

33,082 33,744 34,419 35,107 35,809 36,525 37,256 38,001 38,761 39,536

14,473 14,763 15,058 15,359 15,667 15,980 16,299 16,625 16,958 17,297

57,434 58,583 59,755 60,950 62,169 63,412 64,680 65,974 67,293 68,639

$419,005 $426,962 $435,074 $443,344 $451,775 $460,370 $469,133 $478,067 $487,176 $496,462
40.0% 40.3% 40.7% 41.0% 41.4% 41.8% 42.1% 42.5% 42.9% 43.3%

$629,672 $632,202 $634,682 $637,109 $639,483 $641,800 $644,058 $646,256 $648,391 $650,461
(504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767)
124,906 127,435 129,915 132,343 134,716 137,033 139,292 141,490 143,625 145,694

1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20

Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Year 16 Year 17

(504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767)

(504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767) (504,767)

Prepared November 21, 2003
Anchorage Neighborhood Housing Services

National Development Council



Municipality of Anchorage 
MOUNTAIN VIEW BEDI / 108 LOAN FUND

RANDY SMITH CENTER (SADLER'S BUILDING) w/o BEDI - 108 FUNDS

Denali Family Services

Commercial Income

Tenant one:

Tenant two:

Tenant three:

Owner:

Potential gross income

Commercial vacancy loss, rate:

TOTAL EFFECTIVE GROSS INCOME
Operating Expenses

Real estate taxes

Insurance

Legal

Monitoring/compliance

Accounting/audit

Management Fees

Maintenance

Heat

Electric

Water & sewer

Landscaping/snow removal

Replacement reserves

Other (specify):

Total Operating Expenses
    Operating Expenses as a percentage of Effective Gross Income

NET OPERATING INCOME
Debt service (see below)
Net Cashflow
Debt Service Coverage Ratio (All Debt)

Estimated value of completed real estate
DEVELOPER SUMMARY

Project Costs

  Mortgage 1

Total Mortgages
Required Equity

Misc., Sec., Elev. 

1,905,694

5,425,506      

5,425,506      

Worksheet B: Property Operating Budget

7,331,200      

Janitorial

Name of Organization:

YR18 YR19 YR20

203,227 205,259 207,311

0 0 0

0 0 0

1,016,133 1,026,295 1,036,557

1,219,360 1,231,553 1,243,869

(60,968) (61,578) (62,193)

$1,158,392 $1,169,976 $1,181,676

47,372 47,846 48,324

29,405 29,993 30,593

7,119 7,268 7,421

0 0 0

7,001 7,141 7,284

14,002 14,282 14,568

84,014 85,695 87,409

15,963 16,282 16,608

117,620 119,973 122,372

30,245 30,850 31,467

25,204 25,708 26,223

40,327 41,133 41,956

17,643 17,996 18,356

70,012 71,412 72,841

$505,929 $515,581 $525,421
43.7% 44.1% 44.5%

$652,463 $654,395 $656,254
(504,767) (504,767) (504,767)
147,696 149,628 151,488

1.20 1.20 1.20

Year 18 Year 19 Year 20

(504,767) (504,767) (504,767)

(504,767) (504,767) (504,767)

Prepared November 21, 2003
Anchorage Neighborhood Housing Services

National Development Council
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Project Financial Pro forma WITH HUD Section 108 Financing 





Municipality of Anchorage 
MOUNTAIN VIEW BEDI / 108 LOAN FUND

RANDY SMITH CENTER (SADLER'S BUILDING) with BEDI - 108 LOAN FUNDS

Page 3 of 3

Commercial Income

Tenant one:

Tenant two:

Tenant three:

Owner:

Potential gross income

Commercial vacancy loss, rate:

TOTAL EFFECTIVE GROSS INCOME
Operating Expenses

Real estate taxes

Insurance

Legal

Monitoring/compliance

Accounting/audit

Management Fees

Maintenance

Heat

Electric

Water & sewer

Landscaping/snow removal

Replacement reserves

Other (specify):

Total Operating Expenses

    Operating Expenses as a percentage of Effective Gross Income

NET OPERATING INCOME

Debt service (see below)

Net Cashflow
Debt Service Coverage Ratio (All Debt)

Estimated value of completed real estate

DEBT SERVICE

  Mortgage 1

  Mortgage 2 - 108

Total Mortgages

Misc., Sec., Elev. 

3,000,000

2,000,000

5,000,000

Worksheet B: Property Operating Budget

Principal

Janitorial

Name of Organization: Denali Family Services

YR15 YR16 YR17 YR18 YR19 YR20

103,453 104,487 105,532 106,587 107,653 108,730

0 0 0 0 0 0

0 0 0 0 0 0

920,052 924,652 929,275 933,921 938,591 943,284

1,023,504 1,029,139 1,034,807 1,040,509 1,046,244 1,052,014

(51,175) (51,457) (51,740) (52,025) (52,312) (52,601)

$972,329 $977,682 $983,067 $988,483 $993,932 $999,413

45,979 46,439 46,903 47,372 47,846 48,324

27,709 28,263 28,828 29,405 29,993 30,593

5,747 5,805 5,863 5,922 5,981 6,041

0 0 0 0 0 0

5,747 5,805 5,863 5,922 5,981 6,041

10,000 10,000 10,000 10,000 10,000 10,000

79,169 80,752 82,367 84,014 85,695 87,409

15,042 15,343 15,650 15,963 16,282 16,608

110,836 113,053 115,314 117,620 119,973 122,372

28,501 29,071 29,652 30,245 30,850 31,467

23,751 24,226 24,710 25,204 25,708 26,223

28,800 28,800 28,800 28,800 28,800 28,800

14,483 14,628 14,774 14,922 15,071 15,222

57,474 58,048 58,629 59,215 59,807 60,405

$453,238 $460,233 $467,354 $474,605 $481,987 $489,504

46.6% 47.1% 47.5% 48.0% 48.5% 49.0%

$519,091 $517,449 $515,713 $513,879 $511,945 $509,909

(438,358) (437,858) (437,108) (461,108) (285,483) (279,108)

80,733 79,592 78,605 52,771 226,462 230,801
1.18 1.18 1.18 1.11 1.79 1.83

Year 15 Year 16 Year 17 Year 18 Year 19 Year 20

(279,108) (279,108) (279,108) (279,108) (279,108) (279,108)

(159,250) (158,750) (158,000) (182,000) (6,375) 0

(438,358) (437,858) (437,108) (461,108) (285,483) (279,108)
Prepared November 21, 2003

Anchorage Neighborhood Housing Services
National Development Council
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COMMUNITY DEVELOPMENT BLOCK GRANT REQUIREMENTS  
24 CFR 570.704(b)(1) – NATIONAL OBJECTIVE 
 
All CDBG funded activities must meet one of three National Objectives identified in 
24 CFR 570.208.  These objectives are:  
                                  
1. Benefit to low and moderate income families. 
 
2. Aid in the prevention or elimination of slums or blight. 
 
3. Activities meeting community development needs having a particular urgency 

because existing conditions pose a serious and immediate threat to health or 
welfare of the community and where other financial resources are not 
available to meet such needs. 

 
A loan to Denali Family Services to finance the acquisition of the Sadler Building, 
qualifies under Section 570.208(a)(4) Job Creation or retention activities. 
 
Section 570.208(a)(4) support activities “designed to create or retain permanent jobs 
where at least 51 percent of the jobs, computed on a full time basis, involve the 
employment of low- and moderate-income persons.  To qualify under this paragraph, 
the activity must meet the following criteria: 
 

(i) For an activity that creates jobs, the recipient must document 
that at least 51% of the jobs will be held by, or will be available 
to, low- and moderate-income persons.” 

 
The agency will be expanding its employment as it expands in the larger space and 
the sub lessees, renting the balance of the building, are expected to create between 
47 -52 new full-time employment opportunities within the term of the Section 108 
loan.  The total CDBG funding provided to this project includes the requested 
$2,000,000 HUD 108 loan plus the additional $250,000 of BEDI grant funds or 
$2,250,000.  HUD regulations require that the project generate at least 50 new jobs 
to meet public benefits requirements and the project will generate that amount of new 
jobs. 
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In determining whether the jobs created by the project are treated as low- and 
moderate- jobs, CDBG regulations provide additional guidance for determining 
whether a job is held or made available to low- and moderate-income persons. 
 
Section 570.208 (a)(4)(iv)  states that “for the purposes of determining whether a job 
is held by or made available to a low- and moderate-income person, the person may 
be presumed to be a low- or moderate-income person if: 
 

(B) The assisted business is located within a census tract (or block numbering 
area) that meets the requirements of paragraph (a)(4)(v) of this section and 
the job under consideration is to be located within that census tract. 

 
(v) A census tract (or block numbering area) qualifies for the presumptions 

permitted under paragraphs (a)(4)(iv)(A0(1) and (B) of this section if it is 
either part of a Federally-designated Empowerment Zone or Enterprise 
Community or meets the following criteria: 

 
(A) It has a poverty rate of at least 20% as determined by the most 

recently available decennial census information; 
 
(B) It does not include any portion of a central business district, as 

this term is used in the most recent Census of retail Trade, 
unless the tract has a poverty rate of at least 30% as determined 
by the most recently available decennial census information; and 

 
(C) It evidences pervasive poverty and general distress by meeting 

at least one of the following standards: 
 

(1.) All block groups in the census tract have poverty rates of 
at least 20%; 

(2.) The specific activity being undertaken is located in a block 
group that has a poverty rate of at least 20%; or  

 
The Sadler Building is located in Census Tract 6.00 in Anchorage, Alaska.  2000 
Census confirms that 25.10% of the population has incomes below the poverty level, 
thus exceeding the CDBG standard.   
 
With the above information, CDBG regulations would provide for the presumption that 
any job created in the project would be a low- and moderate-income job.  Instead of 
documenting the incomes of employees hired in the project, the partnership will be 
required to document the actual creation of a job and that the job was filled.   
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In addition to meeting a national objective, all uses of CDBG funds are also required 
to meet an eligible activity. 
 
COMMUNITY DEVELOPMENT BLOCK GRANT REQUIREMENT  
24 CFR 570.703 – PROJECT ELIGIBILITY 
 
In addition to meeting a national objective, each project funded with C.D.B.G. funds 
must meet the test of project eligibility.  A loan to Denali Family Services for the 
Randy Smith Center qualifies under: 
 

24 CFR 570.703 (i) The following economic development activities: 
 
(1) Activities eligible under 570.203. 
 
570.203 Special Economic development activities states that: 
 
“A recipient may use CDBG funds for special economic development activities 
in addition to other activities authorized in this subpart which may be carried 
out as part of an economic development project.  Guidelines for selecting 
activities to assist under this paragraph are provided at 570.209.  The recipient 
must ensure that the appropriate level of public benefit will be derived pursuant 
to those guidelines before obligating funds under this authority.  Special 
activities authorized under this section do not include assistance for the 
construction of new housing.  Special economic development activities 
include:” 
 
(a) The acquisition, construction, reconstruction, rehabilitation or installation of 
commercial or industrial buildings, structures, and other real property 
equipment and improvements, including railroad spurs or similar extensions.  
Such activities may be carried out by the recipient or public or private nonprofit 
subrecipients.” 
 
 
The Section 108 loan proceeds will be used by the borrowers, in addition to 
securing other private equity and grant funds, to redevelop the Sadler Building 
and create new jobs.  The current building is being vacated by the seller and 
so its redevelopment will not displace any existing businesses or jobs nor 
trigger any relocation requirements. 
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While all of the Section 108 loan proceeds will be used for projects costs, the 
BEDI grant funds will be used for other eligible activities such as: 
 
24 CFR 570.703  ( c ) Payment of interest on obligations guaranteed 
under this subpart; and 
 

 24 CFR 570.703(g) Payment of issuance, underwriting, servicing, trust 
administration and other costs associated with private financing of debt 
obligations under this subpart. 

 
BEDI grant funds will be used for bond placement costs, legal expenses, loan fees, 
and other closing and administrative costs related to the Section 108 loan as well as 
interest payments to HUD for the initial 4 years of the loan term.  Payments made by 
the borrower, Denali Family Services, will be placed in a reserve and held for use in 
case of default or for required payments in Years 19 and 20.   
 
COMMUNITY DEVELOPMENT BLOCK GRANT REQUIREMENT  
24 CFR 570.704(a)(C) – PLEDGE OF GRANTS 
 
Section 108 loan requires a pledge of future CDBG grants to HUD as security on 
their bonds issued for the project.  Anchorage will have additional security for their 
loan through a lien on the asset being financed and reserves funded through 
payments by the borrower.  The appropriate HUD pledge form has been attached to 
this application 
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COMMUNITY DEVELOPMENT BLOCK GRANT REQUIREMENT  
24 CFR 570.704(b)(2) – REPAYMENT SCHEDULE 
 
A repayment schedule is required for the loan that also identifies the sources of 
repayment, along with specifying the entity that will act as the borrower and issue the 
debt obligation. 
 
The repayment source for the 108 loan will be Denali Family Services with funds 
coming from their program sources and lease payments made by other tenants in the 
building.  For HUD purposes, the borrower will be the Municipality of Anchorage, 
Alaska. The projected repayment schedule for the 108 loan guarantee has interest-
only payments in Years 1 and 2 and then principal payments being made for the 
following 18 years. 
 
Loan Amount: $ 2,000,000 
 

Year Payment Amount 
1 0 
2 0 
3 50,000 
4 75,000 
5 75,000 
6 85,000 
7 85,000 
8 85,000 
9 85,000 
10 85,000 
11 90,000 
12 95,000 
13 100,000 
14 105,000 
15 110,000 
16 115,000 
17 120,000 
18 150,000 
19 150,000 
20 340,000 

     Total            2,000,000 
 
The repayment schedule provides for interest-only payments in Years 1 -2 and then 
phases in principal payments over the balance of the loan term.  This assists the 
early occupancy for the project and allows the Municipality to establish strong 
reserves for the Fund.  Interest payments for Years 1-4 will be made by the 
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Municipality’s BEDI grant. 
 
In addition, the loan payments will be structured initially with a 5% interest rate that 
will be adjustable as HUD’s permanent fixed rate adjusts.  In the interim, the 
Municipality will pay HUD’s interim rate determined by the 90-day London Interbank 
Offering Rate (LIBOR) plus .20 basis points --currently at 1.51% but estimated for 
budgeting purposes at 2.5%.  The interest payments made by the borrower during 
Years 1 – 4 plus principal payments made in Years 1 and 2 will be deposited into a 
reserve account as additional security for the loan.  BEDI funds will make required 
interest payments and the borrower will pay required principal payments.  Over the 4 
years that BEDI grant funds are used -- these reserves will total $525,125 or 29.67% 
of the loan amount.  This reserve will be available to the City in case of default and 
will benefit the borrowers through use as payment on the loan in years 19 and 20.  
As HUD’s fixed rate adjusts the borrowers will determine the appropriate time to lock 
in a fixed rate for the balance of the term and rate increases will require further use of 
BEDI grant funds. 
 
In the end, the proposed structure gives the project the benefit of 20 year – below 
market interest costs but not all of the benefits of a lower interim borrowing rate or 
use of BEDI grant funds.  Those financial benefits are held to reduce the 
Municipality’s risks for repayment of the 108 loan.  These circumstances may change 
as the project proceeds to secure financing commitments and confirms its final 
rehabilitation budget. 
 
COMMUNITY DEVELOPMENT BLOCK GRANT REQUIREMENT  
24 CFR 570.209 (a) – GUIDELINES FOR EVALUATING AND SELECTING 

ECONOMIC DEVELOPMENT PROJECTS 
 
For the application, a project must also be able to demonstrate that the economic 
development activity will at least meet the minimum standard of public benefit as 
specified in 24 CFR Section 570.209 (a) Guidelines and objectives for evaluating 
project costs and financial requirements.   The initial objectives stated in the 
guidelines are addressed below. 
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Section 570.209 (a) Guidelines and Objectives for Evaluating Project Costs and 
Financial Requirements. 
 
Section 570.209 outlines guidelines for ensuring that a proposed project carries out 
an economic development objective in an appropriate manner.  Section 570.209 (a) 
Objectives lists non-mandatory guidelines for evaluating project costs and financial  
requirements.  Section 570.209 (b) provides the standards for evaluating public 
benefit.  This framework provided in 570.209 (a) involves several steps including 
verification that: 
 
i. The proposed project costs are reasonable; 
ii. That all sources of project financing are committed; 
iii. That to the extent practicable, CDBG funds are not substituted for non-Federal 

financial support; 
iv. That the project is financially feasible; 
v. That to the extent practicable, the return on the owner’s equity investment will 

not be unreasonably high; 
vi. To the extent practicable, CDBG funds are disbursed on a pro rata basis with 

other finances provided to the project.  
 
 

i. Reasonableness of the Proposed Project Costs; 
 

The loan proceeds are being used to acquire an existing structure which is the 
base for a rehabilitation project estimated at $7,331,200.  Construction is 
estimated at $80 SF and all other costs in the development budget are 
reasonable based on initial contractor estimates, previous appraisals and the 
experience in Anchorage Neighborhood Housing Services, the development 
manager.  Construction estimates will be later confirmed through bids 
generated by the general contractor as well as an appraisal which will be 
generated for the project. 
 
For now, these initial costs appear reasonable given the Alaska’s higher than 
average construction cost experience.  Before loan closing, these will be 
confirmed through bids and appraisal. 
 
The other costs associated with the project: interim fees and interest rates plus 
the projected 108 loan fees and closing expenses are normal costs associated 
with construction and are within industry norms.   
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ii. Verification of All Sources of Funds; 

 
Staff has met with the developer manager, Anchorage Neighborhood Housing 
Services to verify financing.  A number of partner banks are being asked to 
evaluate private financing.  Given the terms being provided, securing private 
financing is not expected to be a problem and should be confirmed within the 
next 30 days.  The required grant funds are more problematic and are being 
sought from foundations already expressing strong interest in assisting 
projects within the redevelopment area.   
 
Financial statements have been requested in order to confirm the financial 
strength of Denali Family Services since this expansion represents a 
significant increase in their annual building costs.  Some of that increase will 
be mitigated by provision of other services and through subleasing space.  
Additional confirmation of funds will be provided prior to closing. 
 
iii. Verification that CDBG funding is not substituting for non-Federal 

financial support; 
 

There are no other non-Federal sources of financing that can provide the 
development partnership or the Municipality of Anchorage with a similar low 
cost and long-term loan structure.  As shown in the previous financing pro 
formas, without the benefits of the Section 108 loan, the project generates a 
return of 2.96%, which is not enough to generate any private interest in the 
project.  Likewise the State of Alaska and the Municipality have no alternative 
financing program similar in structure to Section 108 financing or in the 
amounts necessary to complete this project. 
 
iv. Feasibility of the Project; 

 
While an appraisal will be completed that will determine the market value of 
the finished project we can look at preliminary feasibility using development 
costs.  The project is estimated at $7,331,200.  Section 108 financing will 
provide $2,000,000, or 27% of the financing need for the project.  At the 27% 
of construction value, the loan appears prudent. 
 
From a debt service standpoint, revenues and expenses were projected by the 
tenants and, again, will be confirmed in an appraisal.  Based on a market 
standard 1.2 debt service cover (DSC) the project can support annual debt 
service of $440,167.  The estimated annual debt service payment for both 
private and 108 debt is $429,108 – below the coverage measure.  Rents have 
been projected below current expenditures and market rents for comparable 
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buildings.  The expenses are also estimated based on local experience so the 
projected cash flow from the project appears reasonable and verifiable.  The 
real financial feasibility concern will be Denali’s decision to move to larger 
quarters.  The larger space provides for growth opportunities and the 
building’s location puts them closer to clients however it does represent a 
substantial increase in annual building costs.  This can be offset, however, by 
lease revenues coming from subleased space. 
 
As additional financial security, however, the loan is being structured as 
interest-only in the initial 2 years of the term and BEDI grant funds are used for 
required interest payments for Years 1 -4.  The payments made by the 
borrower will be used to fund strong reserves for the City.  Interest to the 
project will be charged at 5% and will adjust with HUD’s permanent fixed rate 
with the potential to lock-in a permanent rate is things increase.  In the 
meantime, interim rates to Anchorage will be closer to 1.5% - budgeted at 
2.5%.  The interest portion of the borrower payments plus principal payments 
made in Years 1 and 2 fund reserves of $525,125 or 30% of the loan amount -
- a very strong reserve.  
 
Rents will be confirmed with leases and an appraisal will confirm final market 
values for the project.  The project is not feasible as a private project and 
would not proceed except for the benefits of the 108 loan and foundation 
interest in supporting redevelopment in Mountain View. The terms are prudent 
and sufficient security is provided to Anchorage and HUD for the 108 loan. 
 
vi. Reasonableness of the return on the owner’s equity investment; 

 
Since the project is being developed for a nonprofit owner – there isn’t a true 
comparison for return purposes.  As a private project – the required equity 
would generate a 2.96% return, which is not sufficient to generate private 
interest in the project. 
 
As a nonprofit project, however, the key variables for the programmatic 
benefits to the nonprofit are the overall operating costs to that agency.  As 
mentioned previously, the Randy Smith Center represents an expansion of 
space for the agency but its location is better suited for their clients.  The costs 
are reasonable and they can sublease portions of the building to reduce their 
direct costs. 
 
Overall the building provides a better location with room to grow.  It has rental 
opportunities that reduce the agency’s expenses while providing space for 
expansion.   
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vii. Pro rata disbursement of CDBG funds. 
 

The Section 108 loan proceeds will be disbursed initially for site acquisition but 
not until the project is permitted and all other financing sources are in hand.   
 
Section 570.209 (b) provides guidance for evaluating the public benefit 
standards for use of CDBG funds.  570.209 (b) (1) (v) (F) states that “ any 
activity subject to these guidelines which meets one or more of the 
following criteria may, at the grantee’s option, be excluded from the 
aggregate standards described in paragraph (b) (1) of this section: 
 

(F) Provides assistance to business (es) that operate(s) within a census tract 
(or block numbering area) that has at least 20% of its residents in poverty. 

 
As stated previously, the project and its related business is located in a census 
tract with 25% poverty so the project needs to only meet individual public 
benefits standards rather than the aggregate standard of $35,000 of CDBG 
assistance per job created. 
 
570.209 (b) (3) does provide those individual standards and reads: 
 
 “Any activity subject to these guidelines which falls into one or more of 
the following categories will be considered by HUD to provide 
insufficient public benefit, and therefore may under no circumstances be 
assisted with CDBG funds: 
 
(i) The amount of CDBG assistance exceeds either of the following as 

applicable: 
 

(A) $50,000 per full-time equivalent, permanent job created or 
retained; or 

 
The project is projected to create between 47 - 52 new jobs within the term of the 
108 loan. This equates to 1 job per $47,872 - $43,269 of CDBG assistance.  The 
project does meet HUD’s individual public benefit standard and represents an 
appropriate use of CDBG funding. 

 
COMMUNITY DEVELOPMENT BLOCK GRANT REQUIREMENT  
24 CFR 570.704(b) -- CERTIFICATIONS 
 
A number of specific certifications and assurances are required to be submitted with 
a Section 108 application and are attached to this application to HUD. 
 




