SENATE FI NANCE COWM TTEE
March 10, 2009
9:06 a. m

9:06: 57 AM

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Comm ttee neeting
to order at 9:06 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co-Chair
Senator Bert Stedman, Co-Chair
Senator Johnny Ellis

Senat or Donny O son

Senat or Joe Thomas

MEMBERS ABSENT

Senator Charlie Huggins, Vice-Chair
ALSO PRESENT

Sharon Long, Staff, Senator Charlie Huggins; Andy Moderow,
Dog Musher/lditarod Finisher; Dan Fauske, CEQ Executive
Director, Al aska Housing Finance Corporation, Departnment of
Revenue; Bryan Butcher, D rector, Government Affairs and
Public Relations, Alaska Housing Finance Corporation,
Department O Revenue; Joe Dubler, Director of Finance,
Al aska Housi ng Finance Corporation, Departnent of Revenue;
John Anderson, Watherization Oficer, Research and Rural
Devel opnent, Al aska Housi ng Finance Corporation, Departnent
of Revenue.

SUMVARY

SB 50 "An Act relating to Iditarod finisher special
request license plates.”

SB 50 was REPORTED out of Conmttee with no
recomendation and zero fiscal note 1 by the
Depart ment of Adm nistration.

Presentation: Al aska Housing Fi nance Corporation

Co-Chair Stedman reported results of a sub-commttee neeting
regardi ng airports.

#sb50
SENATE BILL NO. 50
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"An Act relating to Iditarod finisher special request
license plates.™

9:10:17 AM

SHARON LONG, STAFF, SENATOR CHARLIE HUGE NS, SPONSOR, read
fromthe Sponsor Statenent (Copy on File):

By passage of this legislation, a new provision is
added for special issue |license plates to honor those
who have shown the dedication, perseverance and
exenplary athletic ability that finishing the Iditarod
Trail Sled Dog Race requires.

Design work for the new plates nust be approved by the
Department of Admnistration. The finishers wll be
able to purchase the exclusive specialty plates by
providing specific pr oof of participation and
conpletion of the race. The race finisher nust have an
autonobile registered in the state of Alaska on which
the plates woul d be displ ayed.

Senat or Huggi ns requests support for this new category
of specialty license plates honoring the nushers who
have endured the challenges and shown the courage and
ability to conplete what is affectionately known as
“the last great race,” the Iditarod Trail Sled Dog
Race.

Ms. Long reminded the conmttee that the 2009 Iditarod race
had just begun and there were over 60 potential finishers on
the trail. She thought it fitting that Al aska honor the
finishers because of the inportance of the race to the
state.

Senator O son asked if the Iditarod Trail Commttee had a
position on the legislation. Ms. Long replied that M. Stan
Hool ey, executive director of the commttee, had testified
in support of the bill in another commttee.

Senator O son asked why the race finisher had to have an
autonobil e registered in Al aska. Ms. Long answered that the
idea was to keep the license plates on autonobiles and in
the state to denonstrate pride in Al aska and in the race.

9:13:34 AM

Senator O son asked if a person would be allowed to sell a
plate to another party. Ms. Long did not know.

Co-Chair Stednman referred to the zero fiscal note and
gueri ed revenue expected. Ms. Long answered that the neasure
was expected to generate positive cash flow The fiscal note
is a zero note because the revenue expected is m ni nal
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Co-Chair Hoffman asked if it were true that the view never
changes for the dogs behind the |ead dog. Ms. Long answered
that a finisher could speak to the issue.

ANDY MODEROW DOG MUSHER/ | DI TAROD FI NI SHER, spoke in support
of the legislation. He reported his experience as a racer in
the Iditarod. H s nother and father had finished the race as
well; all three of them would get the license plates. He
informed the commttee that fromthe sled, the view rarely
changes.

9:16:18 AM

Co-Chair Stedman cl osed public testinony.

Co- Chair Hoffman MOVED to REPORT SB 50 out of commttee with
i ndi vi dual recommendati ons and the acconpanying fiscal note.
There being NO OBJECTION, it was so ordered.

SB 50 was REPORTED out of commttee with no reconmendation
and zero fiscal note 1 by the Departnent of Adm nistration

#
NPRESENTATI ON:  ALASKA HOUSI NG FI NANCE CORPORATI ON

9:17:16 AM

DAN FAUSKE, CEQ EXECUTIVE DI RECTOR, ALASKA HOUSI NG FI NANCE
CORPORATI ON, DEPARTMENT OF REVENUE, introduced a Power Poi nt
presentation, “Alaska’s Housing Mrket, 2009,” (Copy on
File), beginning with “Al aska’s Housi ng Market” (Slide 2):

* Interest rates are historically | ow
e Prices are stable
« New construction

o Extrenely | ow
o Contractors busy with renodeling

M . Fauske covered Slide 3, “What Happened CQutsi de?”

* Col |l apse of housi ng market
o Econony—toss of jobs
o0 Excessive specul ation
= Buying
= Construction
o Subprine nortgages defaul ted
o Depreciating hone val ues

M. Fauske reported that he serves on the board of directors

of a nortgage bank. He described a phenonmenon called “other-
than-tenporarily inpaired” (OITI) and how it affects the
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bal ance sheet for institutions. He expressed concerns about
OITI related to recording paper |osses before an actual
econom ¢ | oss.

9: 20: 56 _AM

M. Fauske turned to Slide 4, “The Good News |s..:

 Alaska is different fromthe Lower 48

0 Adjustable rate nortgages (ARVS) were a very snal
proportion of total narket

o Small lending comunity that didn’t participate in
ri skier |oan products

o AHFC did not participate in them even though
asked

o Mninmal specul ative devel opment or buyi ng

o Continued noderate growth in econony expected

M. Fauske talked about areas in the country where
specul ative buying could result in four or five different
people owning a unit before anyone noved in. He questioned
how t he governnent would relate to specul ation

M. Fauske noved to Slide 5, “Delinquencies—Are we in
troubl e? 4" Quarter 2008”:

» Mrtgage Bankers Association survey - 7.88 percent
national |y
o In Alaska our rate was 3.81 percent, the second
| owest in the nation
o AHFC s delingquencies — 4.11 percent

e Alaska's delingquency rate reached 5.9 percent in 2000
and 2001

M . Fauske enphasi zed that he is not seeing al arm ng nunbers
in Alaska and does not anticipate trouble as long as the
econony stays stabl e.

M . Fauske covered Slide 6, “Foreclosures 4" Quarter 2008":

« Alaska ranks 50" in foreclosures at 0.90 percent
* Less than one-third the national average of 3.3 percent

M. Fauske reported that the nunber of foreclosures in the
country is increasing as unenploynent rises.

M. Fauske turned to Slide 7, “Market is cooling”:

» 2008 end-of-year nunbers of hones for sale in Anchorage
much | ower than *90s

e From 1999 to 2005, market hot for sellers
* Now a nore noderate pace
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M. Fauske added that the inventory is good and the length
of time on market is fine.
9:24:32 AM
M. Fauske pointed to Slide 8, “Average Sales Price as of
Dec. 2008.”

* Anchor age: $326, 000 (stable)

* Bethel: $233, 213 (-2.3%

* Fai rbanks: $214, 000 (-.004%

e Mat- Su: $221, 000 (stable)

* None: $185, 000 (-15.9%

* Sitka: $295, 333 (-12.3%
M. Fauske reported difficultly getting data from al
| ocati ons.
Co-Chair Stedman asked if the average sale price for
Decenber represented homes sold. M. Fauske answered in the

affirmati ve.

Co-Chair

i ncl uded ot her
to know the nunber of honmes sold in the sanple

Co-Chair

9: 26: 00 _AM

M.

M.

state on “Statew de Housi ng Mar ket —2008”

M.

resi denti al

Fauske described a graph on Slide 9,
Price Reported by Lenders”
Fai r banks,

Hof f man asked if
one-year period. M.

Juneau,

St ednan asked for
conmuni ties around the state.

a broader

the nunbers were reflective of

list of prices that
He al so want ed

a

Fauske answered in the affirmati ve.

“Average Sales

representing prices in Anchorage,
and Mat Su areas between 2000 and 2008.

Fauske conpared sales activity in various areas in the

Anchor age
Mat - Su
Fai r banks
Kenai

Kodi ak

-10%
-20%
-14%
-17%
-. 05%

(Slide 10):

Fauske turned to a graph on Slide 11 depicting annua

comm ttee that

does not

sales activity from 2001 to 2008. He assured the
the nunbers were not
woul d be good if they were higher.
indicate a troubled econony but

alarm ng, although it
The downturn in the graph
a slowing down

after peaks in 2004 and 2005 when the nmarket was robust.
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9:27:20 AM

M. Fauske explained the graph on Slide 12 detailing the
nunber of honmes for sale in Anchorage between 1995 and 2008.
The peak was close to 1,100 in 1998; the nunber for 2008 is
around 800. Experts have assured AHFC that the current
inventory is fairly healthy.

M. Fauske turned to Slide 13, “Average Market Days—
Statewi de Through Dec. 2008,” which depicts the average
nunber of days that a hone was on the market in various
communities in 2007 and 2008:

2007 2008

* Anchorage 64 72 (+13 percent)

 Mat-Su 79 92 (+16 percent)

* Fairbanks 50 74 (+48 percent)

* Kenai 103 116 (+13 percent)

* Kodi ak 68 85 (+25 percent)
M. Fauske pointed to a graph on Slide 14, “How | ong does it
take to sell?” illustrating the average tinme a house was on
the market in Anchorage between 2001 and 2009. The darker
line represents active inventory and the purple line

represents new sal es.

M. Fauske turned to a graph on Slide 15 show ng annua
residential building permt activity for Anchorage between
2001 and 2008. The nunber peaked at 1039 in 2002 and dropped
steadily to 225 in 2008.

M . Fauske expl ained a graph on Slide 16, “Nunber of Permts
by Area” depicting a decline in residential permts in
Juneau and Fai rbanks between 2000 and 2008.

9:29: 39 AM

M. Fauske discussed Slide 17, “Apartnent Vacancies Feb.
2009”:

* Anchor age 5.0 percent
* Juneau 4.7 percent
* Fai rbanks 21. 2 percent
 Wasillal/Pal mer 2.1 percent
e Kenai/Wasilla 8.6 percent

M . Fauske added that the vacancy rate in Fairbanks is high
because of the deploynment of the striker brigade.
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M. Fauske segued to a nore detailed chart of apartnent
vacancies in the sane comunities (Slide 18).

BRYAN BUTCHER, DI RECTOR, GOVERNMENT AFFAIRS and PUBLIC
RELATI ONS, ALASKA HOUSI NG FI NANCE CORPORATI ON, DEPARTMENT OF
REVENUE, added for conparison that the national vacancy rate
for rentals was approximately 10 percent.

M. Fauske addressed average interest rates over tine and
i ntroduced several graphs. He spoke to Slide 20, with a bel
curve representing interest rates from 1963 to 2008.

9:31: 20 AM

JOE DUBLER, DI RECTOR OF FINANCE, ALASKA HOUSI NG FI NANCE
CORPORATI ON, DEPARTMENT OF REVENUE, explained the graph on
Slide 21 as showi ng what has happened to cost of funds
related to the rest of the conventional market. The red |ine
represents the 30-year Municipal Mrket Data (MVD), an
approxi mation of the corporation’s cost of fund, which has
stayed consistent at around 5.5 percent. The light blue Iline
represents the U S. Treasury (UST) and the 30-year London
InterBank O fered Rate (LIBOR), an indicator of the
conventional nortgage market; the bottom dropped out of the
LI BOR around Novenber 2008. Housing finance associations
around the country are priced out of the market because they
do not have access to the sane capital as Fannie Me and
Freddi e Mac.

M. Dubler described a graph conmparing nortgage rates on
Slide 22, *“AHFC Tax-Exenpt 30-year vs. Conventional 30-
year.” The red line shows how steeply fixed conventional
rates dropped in the recent downturn. The blue Iline
represents AHFC rates, which have stayed high enough to
price them out of the market.

Co-Chair Stedman asked if the chart ended in the first part
of January. M. Dubler replied that the chart was conpiled
the previous nonth. The indicated rates have renained
approxi mately the sane.

Senat or Thomas asked why one-quarter federal rate reductions
totaling around 4 percent were not reflected in the charts.
M. Fauske replied that nortgage rates were not affected
qui ckly when the federal government cut the rate. M. Dubler
added that the federal funds rate is a very short-termrate.
The rates AHFC deals with are 30-year rates. Wen the
Federal Reserve System (the Fed) cuts rates, if the rest of
t he market does not nove, the yield curve steepens. Short-
termrates get dowmn to a quarter of a percent. If the |ong-
term rates are still at 5 percent, the result is a very
steep yield curve. During the past five years, yield curves
have ranged fromnearly horizontal to al nbst verti cal
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9:35:27 AM

M . Fauske explained that Al askans are currently
refinancing, which is new nortgage activity for AHFC. Sone
housi ng finance associations are in dire straits and have
had to shut prograns down because there is no access to a
market to replenish cash or bond resources. Al aska Housing
Fi nance Corporation has not had to shut down prograns.

9: 36: 28 AM

M. Fauske added that 150 basis points translate to 1.5
percent interest. Co-Chair Stedman clarified that AHFC is 2
percent too high to conpete in the market.

M. Fauske reported that AHFC is trying to figure out ways
to access the capital markets, but it would take some tine.
Al askans are saving noney through refinancing. He thought it
woul d be interesting to track what Al askans are doing with
the noney saved. Hs fear was that people would save the
nmoney instead of putting it back into the econony. He
expressed dismay that mllions of dollars [of stinulus
noney] would be punped into a state wth the |owest
foreclosure rates in the country.

9: 38: 32 AM

M. Dubler reported that neetings with Freddie Mic and
Fannie Mae officials revealed that the process is slow
because the federal governnment is a |arge bureaucracy. He
stated that the current situation is short-term The Al aska
Housi ng Finance Corporation has |ong-term objectives. The
corporation has been priced out of the nmarket before and
their positionis to wait for the market to right itself.

Co-Chair Stedman asked for clarification regarding Freddie
Mac. M. Dubler explained that Freddie Mac is the federa
honme | oan nortgage corporation. Fannie Mae is the federa
nati onal nortgage association. Both entities are governnent-
sponsored entities (GSE) of the federal governnent.

M. Butcher added that the president has instructed the U S.
Treasury, Fannie Mae, and Freddie Mac to work w th housing
finance agencies. He was optimstic that there would be
access to cheaper noney, but agreed that going through the
federal governnent could be chall engi ng.

9:40: 11 AM

M. Fauske stated that the present market also affects
student | oan corporations, nmnunicipal and state governnents,
and people working with tax-exenpt entities. The market for
people trying to raise noney for capital needs is currently
non- exi stent.
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M. Fauske directed attention to Slide 23, “Mrtgage Rate
Trend Survey Predictions as of 2/9/09.” The nunbers are the
result of a survey of 250 nortgage bankers. He noted the
wi de range of opinion:

* Over the next 30 days:

o Rates will rise significantly: 0.0%

o Rates will rise slightly: 17.9%

o Rates will remain unchanged: 14.3%

o Rates will decline slightly: 64.3%

0o Rates will decline significantly: 3.6%
» Over the next 90 days:

o Rates will rise significantly: 0.0%

o Rates will rise slightly: 17.9%

0o Rates will remain unchanged: 25.0%

o Rates will decline slightly: 42.9%

0o Rates will decline significantly: 14.3%

M. Fauske turned to Slide 24, “Low Interest Rates — What
has changed?”:

* Eligible borrowers have di m ni shed 30-40 percent
o Loan investors and nortgage insurance conpanies
ti ghtened credit standards
= H gher down paynent required
= Hi gher FICO score required
= Junbo loan financing limted
= No nore exotic |oans

* No inconme; no jobs; no assets; interest-
rate teaser; paynent option (interest-
only, half interest, etc., paynents)

o FHA
* |ncreased fees
= No seller-financed down paynent assi stance
o People don't qualify to refinance
= Decrease in property val ues
= Shouldn’t have gotten the loan in the first
pl ace and don’t qualify

M. Fauske explained that FICO is an acronym for a credit
score [Fair I|saac Corporation]; 680 is considered a good
FI CO score, but when banks allowed |oans such as the “no
income, no job, no assets” (NINJA), the FICO score becane
irrelevant. Loans that had no val ue were bought as portfolio
securities and contributed to the market collapse. He opined
that lack of oversight and greed distorted the desire of
ordinary people to own honmes into making buying hones an
i nvest ment venture.

9:44:51 AM
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M. Fauske returned to Slide 24. The Federal Housing Agency
(FHA) increased the fees and elimnated down paynent
assistance. In addition, people could not qualify to
refi nance because |oan values exceeded the honme val ue.
Peopl e were unable to get out of higher interest rate |oans,
creating difficulties in many areas around the country. The
situation is aggravated by increasing unenpl oynent.

9:46: 29 AM

Senator (O son asked when and how constituents should
refi nance hones. M. Fauske recommended that constituents
call their bankers. He enphasized that people can save
significant anmounts of noney by refinancing.

9:48: 13 AM

Senator O son asked how AHFC could hel p. M. Fauske replied
that refinancing is done by the banks. M. Dubler added that
AHFC has a streamined refinancing program in place for
peopl e who already have an AHFC | oan. People can refinance
through AHFC through their bank. The cost is |low and
paperwork mnimal. The corporation already knows the |oan
and hel ps by passing cost savings to borrowers.

9:49: 07 AM

M . Fauske pointed out that a 1 percent decrease in interest
rates roughly translates into a 10 percent increase in
homebuyer purchasi ng power (Slide 25).

M. Fauske noted that the demand for housing is not likely
to subside; state denographers forecast that population
gromh in Alaska is likely to increase the demand for
housi ng. The econony is expected to remain steady.

9:49: 56 AM

M. Fauske turned to Slide 27, “Alaska Affordability Index:
Single-Fanmily Hones, Private and Public Agency Lenders, 1%
Quarter 1992 — 2™ Quarter 2008.” The graph illustrates that
it takes 1.62 incones per household to afford a hone in
Al aska. He said the nunber was not unusual. He referred to a
survey by United Way revealing that 44 percent of Al askans
are spending nore than 30 percent of their inconme on
housi ng. Federal guidelines suggest that people should not
spend nore than that on housing.

Co-Chair Stedman thought the statistic was that Al askans
spend 28 percent of their income for housing. M. Fauske
replied that AHFC uses the 30 percent nunber, based on
recommendations by the U S. Departnent of Housing and Urban
Devel oprment (HUD) .
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9:51: 23 AM

Co-Chair Stedman noted that the graph on Slide 27 stops in
the m ddl e of 2008. He asked how addi ng recent nunbers woul d
affect the graph. M. Fauske answered that there would not
be a difference and prom sed to upgrade the nunbers.

9:51: 38 AM

M. Fauske explained that significant increases in energy
costs wll have an inpact on the affordability of housing.
Al so, personal choices affect how nmuch people spend. The
nunber of peopl e spending nore than 30 percent on housing in
Al aska i s decreasing.

9:52:49 AM

M . Fauske detailed AHFC s | oan volunme (Slide 28):

e FY2007: 2,808 loans; $565.7 mllion
e FY2008: 2,012 loans; $403.5 mllion

e Projected through FY2009: 1,500 |oans; $368 million
(down 25 percent)

M. Fauske pointed out that the |ower nunber of loans is
directly related to interest rates. He stressed that AHFC
did not believe the situation was pernmanent.

9: 53: 28 AM

Co-Chair Stedman returned to AHFC s |oan volunme and noted
that the average l|oan increased in 2008. M. Dubler
responded that there has been an increase in | oan bal ance as
t he costs of hones has increased, especially in Anchorage.

9:54: 21 AM

M. Fauske continued with Slide 29, *“Construction Spending
2009 Forecast”:

« Total spending: $7.1 billion, down 3 percent
e Private-sector spending: $4.3 billion, down 12 percent
 Public-sector spending: $2.7 billion, up 16 percent

M. Fauske stressed that there was still a lot of noney
being spent for construction, although not in housing
construction. Wrkers have been able to find enployment with
ot her construction projects.

9: 55: 38 AM
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Senator Thomas queried earlier statenents regarding the
rel ationship between governnment spending and Alaska's
rel atively stable econony.

9: 56: 03 AM

M . Fauske pointed out that housing makes up 20 percent of
the gross donestic product of Al aska. New housing starts and
ot her housing factors are key indicators for the health of
an econony; AHFC is confortable with the current economc
situation in Al aska. However, he suggested careful
noni t ori ng.

9:57:34 AM

M. Fauske turned to how Al aska conpared in 2008 relative to
housi ng and the economic crisis (Slide 30):

* Nationw de: Median home values fell for ninth straight
gquarter — 15.3 percent of the year

* Anchorage: Median hone val ues up 3 percent

* Nationw de: Existing home sales down 3.5 percent

» Western states: Existing hone sales down 31.6 percent
» Al aska: Existing honme sales down 9 percent

9: 58: 48 AM

M . Fauske described the big picture (Slide 31):

* Average hone prices stable
* Home sales activity down

« Tinme on nmarket up

* Del i nquenci es | ow

» Foreclosures | ow

* Interest rates | ow

e Overall construction outl ook good
o New hone construction down

e Additional $1 billion estimated in Stinmulus Package
e Popul ation grow h forecasted

M. Fauske noted that AHFC participates in a variety of
areas for which econom c stinulus noney is being discussed.

9:59: 24 AM

M. Fauske concluded that overall, AHFC was cautiously
optimstic. The goal is to remain flexible and commtted to
the success of the program He stated that there were good
opportunities for Alaskans related to refinancing and
weat heri zati on.
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10: 01: 30 AM AT EASE
10: 03: 43 AM RECONVENED

M. Fauske introduced a PowerPoint presentation, “Energy-
Efficiency Prograns: Progress Update for Al aska Legislature,
3/ 4/ 2009” (Copy on File). He gave a brief overview of AHFC s
weat heri zati on program

e $200 mllion for weatherization (incone-based, no-cost

pr ogr am
e $100 mllion for rebates (for those NOT qualifying for
weat heri zati on program rebat es for eligible

i nprovenents — ratings required)

e $60 nmllion additional for rebates 9/2008 (to carry
programinto next cal endar year)

* Large training conponent for both prograns

M. Fauske expl ained that people above 100 percent of nedian
income go into the rebate program The rebate programwas in
place in the 1990s and has been re-introduced. An additional
$60 mllion was added during the special session.

10: 04: 39 AM

M. Fauske explained allocations were figured by dividing
the state. The fornula takes into consideration heating
degree days, cost of fuel, and popul ation. The corporation
wanted to have enough noney in various regions to make a
program successful and to have equitable distribution of
resource

REG ON REBATE WEATHERI ZATI ON
e Anchorage Regi on $26 mllion $34 million
e Southcentral Region $16 nillion $24 million
e Fai rbanks Regi on $17 mllion $29 mllion
e« Interior Region $2 mllion $12 mllion
e Juneau Region $4 mllion $12 mllion
e Sout heast Regi on $5 mllion $14 mllion
« Northern Region $4 mllion $18 mllion
e \Western Region $5 mllion $20 mllion
e Sout hwest Regi on $2 mllion $12 mllion
10: 05:43 AM

M. Fauske gave an overview of the program start-up (Slide
3):

e April 2008: Prograns approved
o AHFC operat es under energency regul ations
o Training & personnel ranmp-up started
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« My 2008: Prograns |aunched
* July 2008: Public hearing & final regul ations adopted
* Summer 2008: Continued ranp-up & training

M. Fauske directed attention to Slide 5, “Watherization
Program Progress Report”:

* Previous program weat herized 600 hones.

» This year that nunmber will triple to 1800.
* Year 2: 4000

* Year 3: 7500

« Statew de weat heri zati on provi ders and housi ng
authorities continue ranping up.

M . Fauske pointed out that the previous program operated on
a much nore limted scale, with $3 mllion to $5 mllion in
corporate receipts and $1 million to $2 million in federa
nmoney. The | evel was 60 percent of median incone.

M. Fauske read nore about progress on the weatherization
program from Sli de 6:

e $30 mllion currently on the street.
e $59.9 million projected for next fiscal year.

e Communities and surrounding areas served: 56 this year
and 90 next year.

« Statew de weat heri zati on provi ders & housi ng
authorities continue ranping up.

M. Fauske noted that 700 honmes are conpleted, 500 are near
conpletion, and 600 are in the assessnent and early
construction phase.

M. Fauske |isted statew de weatherization providers (Slide
8):

» Al aska Community Devel opnent Corporation
* Interior Watherization

e Minicipality of Anchorage

* Rural Conmunity Action Program

* Rural Cap-Juneau

« Tanana Chi efs Conference

M. Fauske stated that AHFC has worked with the providers
for many years. The housing authorities have also been
brought in. The Fairbanks North Star Borough, the North
Sl ope Borough, and other governnent entities have indicated
a desire to participate in order to expedite the process in
vari ous regions.
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10: 08: 26 AM

M. Fauske listed the housing authorities involved (Slide
9):

* Aleutian Housing Authority

* AVCP Regi onal Housing Authority

 Baranof Island Housing Authority

* Bering Straits Regional Housing Authority
* Bristol Bay Housing Authority

e Cook Inlet Housing Authority

» Copper River Basin Regional Housing Authority
* Interior Region Housing Authority

 Kodi ak Island Housing Authority

* North Pacific R m Housing Authority

* Northwest |nupiat Housing Authority

e Tagiugmullu Nunamiullu (TNHA) through North Sl ope
Bor ough

e Tlingit-Haida Regional Housing Authority
 Ketchi kan I ndian Conmunity
« Metlakatla Housing Authority

M. Fauske pointed out that wevery entity 1is actively
i nvolved with the program

M. Fauske segued into the Hone Energy Rebate Program with
Slide 11, “Ratings Processed”:

* Estimate: Over 8000 ratings performed by raters

e 7002 ratings processed

e Approximately $66.3 million comitted

 100-150 applications received per day

e Over 200 inquiries per day

e 417 Post-Inprovenent rebates paid average: $5909

e 187 New 5 Star Plus rebates paid totally $1.4 nmillion

M. Fauske noted that a $7500 rebate is paid to those who
build a new hone rated “5 Star Plus.” Previously there were
problenms with builders being hesitant to construct the
i nprovenents because the inprovenents were not tallied in
t he val ue of the hone; the problem has been addressed.

M. Fauske turned to Slide 12, “Rater Availability”:

* Raters
o 38 at program start
0 94 at present
o 20 in training process

« Roving rater program
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* Centralized sign-up |ist
o ww. akrebate.com or call 1-877-AK- REBATE
o Ability to check place on waiting |ist

M. Fauske explained that under the roving rater program
raters can go where they are needed around the state. He
t hought the program was working well.

10: 10: 22 AM

Senator O son asked who citizens should call regarding the
roving rater program

JOHN ANDERSQN, WEATHERI ZATI ON OFFI CER, RESEARCH AND RURAL
DEVELOPMENT, ALASKA HOUSI NG FI NANCE CORPORATI ON, DEPARTMENT
OF REVENUE, answered that people are automatically put on
the roving rater list if there is not a rater in the
| ocation of a citizen who calls to get on the waiting |ist.
A rater is sent when a cormmunity has between ten and fifteen
clients on the roving rater |ist.

Senator O son requested the toll-free nunber for people to
call to get on the waiting list. M. Anderson answered that
t he nunber is 1-877-257-3228, or 1-877- AK- REBATE

M. Fauske gave an overview of the wait list (Slide 13),
expl aining that state-wide, there are 7,724 on the list. He
gave a sanple of distributed of households on the |ist:

* Anchorage — 5888
 Kodiak — 182

e Juneau — 128
 Fairbanks — 25
Dllingham - 6

M . Fauske described his personal experience with the wait
l[ist. Wien he first signed up, he was nunber 5,408 on the
list. One and a half nonths |later, he was nunber 3,400. The
list does nove. He offered encouragenent and stressed that
i nprovenents are being made to the program every day.

10: 13: 05 AM

M. Anderson offered a “Program Snapshot: Rebates vs. Anount
Spent by Sanpl ed Honeowners” (Slide 14). A sanple was taken
of 300 hones that had gone through the entire process. The
average spent was around $9,500; the average rebate was a
little over $5,900. Honmeowner investnent averaged around
$3, 500 per upgrade.

M . Fauske added that sone peopl e have concerns that they do
not have noney for the initial investnent. Al aska Housing
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Fi nancing Corporation offers a fixed rate loan for up to
$30, 000. Peopl e have borrowed to do additional work to their
homes, which he described as a good investnent.

Senator O son asked how nmuch a person eligible for the

rebate can borrow. M. Anderson replied that the |oan could

be for up to $30,000. The rebate amount could be up to

$10, 000, and cones off the top of the loan. M. Fauske added

&hat the mnimum rebate is $4,000 and the maxi mum rebate is
10, 000.

10:15: 41 AM

M. Fauske directed attention to nunbers on a chart on Slide
15, “Energy & CO2 Inpacts from Sanpl ed Hones.” The energy
cost for the entire sanple of 260 hones before
weat heri zation was $1,211,080 and the <cost after was
$941, 242, totaling $269,837 in savings, or a savings of
$1,355 per year per honme. He called the savings the
equi val ent of another permanent fund check. In addition,
after weatherization 12,228 |ess pounds of carbon dioxide
were released per year per hone. OQther data is confirmng
the results. The rating stars increase 1.21 per hone. The
total energy saved in the sanple was 17.2 billion BTUs.

M . Fauske added that the life span of the house increased,
as well as quality of life. The installation of furnaces
usi ng new technol ogy produces the nost significant results.

10: 18: 08 AM

Co- Chair Hoffman thought the average Al askan would better
understand the extent of the savings if it was stated in
terms of barrels of oil conversion. He pointed out that the
anount of energy saved over a longer period would be
substanti al .

M. Fauske agreed that the nunber would be very large. He
relayed that the results in Alaska are significant enough
that an advisor to the U S. Departnent of Housing and Urban
Devel opnent has asked for the data and software used.

M. Fauske added that the follow ng slide would convert the
savings to different types of fuel (Slide 16, *“Average
Savings per Hone by Fuel Type”). The savings in the chart
are average savings per home by fuel type:

FUEL TYPE AVERAGE SAVED SAMPLE SI ZE
* Electric 699 kWwh 260 hones
* Natural Gas 783 ccf 150 hones
* Nunber 1 O 444 gal |l ons 24 hones
* Nunber 2 O 668 gal | ons 85 hones
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* Propane 149 gal |l ons 17 hones

* Spruce wood 3 cords 9 hones
* Birch wod 1 cord 11 hones
* Coal 2 tons 1

Co-Chair Stedman requested that the nunbers be checked
regarding the difference between kilowatt-hours and BTUs.
M. Anderson replied that he woul d check.

Co-Chair Hoffrman queried how 17.2 BTUs savings from the
sanple on Slide 15 translates to nunbers of barrels of oil.
M. Fauske agreed that translation to barrels of oil would
be a good statistic and said he would get the figure.

Co-Chair Stedman also wanted conversion to per mllion BTU
equi valent for the chart on Slide 16, as well as the degree
days wused in the different regions in the state. M.
Anderson replied that he wuld get the data to the
conmmi ttee.

10: 22: 45 AM

M . Fauske npved to Slide 17, with a breakdown of the rebate
al | ocated by region:

REG ON ALLOCATED ENCUVBERED
 Anchorage Region $26 mllion $19.8 mllion
 Southcentral Region $16 mllion $12.8 mllion
e Fairbanks Region $17 million $17.9 mllion
e« Interior Region $2 mllion $0.36 mllion
e Juneau Region $4 mllion $4 mllion
e Sout heast Regi on $5 mllion $3.7 mllion
« Northern Region $4 mllion $0.37 mllion
e \Western Region $5 mllion $0.25 mllion
e Sout hwest Regi on $2 mllion $0.2 mllion

Senator O son noted the |ower nunbers of the encunbered
funds proportional to the allocation at the bottom of the
list and asked what was different in the Northern, Wstern,
and Sout hwest regions. M. Fauske answered that there had
been a slowdown in the Nonme region because of a change in
managenent. He added that in some areas the mmjority of
recipients will qualify for weatherization rather than the
rebat e program

M. Anderson agreed that there are differing levels of
participation in some of the rural conmmunities. He did not
know why there were |less people on the waiting list in
Barrow, for exanple. A large majority of people will qualify
and want to participate in the weatherization program The
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corporation is considering advertising in rural communities
in order to increase participation.

Co- Chair Hof fman pointed out that private industry had al so
been advertising in urban areas in order to get sone of the
busi ness; that is not happening in rural Al aska. He thought
another problemis that raters have not been able to get out
to smaller villages. Wen raters have been able to get to
rural areas, there are additional challenges to getting the
wor k acconpl i shed.

10: 25: 51 AM

Senator O son wondered how nmuch |ow participation in sone
regions is related to the wunavailability of raters and
equi pnent. M. Anderson responded that wunavailability of
raters could be a contributing factor. He added that he had
a copy of the wait list broken down by comunity. The wait
list for the —rebate program is short in outlying
conmuni ties.

M. Anderson reported that extensive training efforts were
underway and going well for:

e \Weat herization Service Providers
* Housing Authorities

* Energy Raters

e Contractors

e Ceneral Public

M. Anderson turned to a progress report for training (Slide
20):

* April to Decenber 2008:
o Professional C asses: 121
o Professional Students: 2615
o Consumer C asses: 13
o Consumer Students: 464

« Total C asses: 134
e Total Students: 3079

M. Anderson explained that *“students” in the report
represented a range of people, from general |aborers, to
subcontractors, to homeowners participating in either the
weat heri zation or rebate prograns. There were four or five
different instructor grantees or contractors through AHFC
Trai ning was provided in 14 regi onal communities:

 Anchor age
e Barrow
 Bet hel
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e Cordova

e Fairbanks

e Juneau

* Hydaburg
 Ket chi kan

* King Sal non

* Kodi ak

» Kot zebue

e Nonme

e Palner/VWasilla
e Seward

M. Anderson concluded the presentation by listing AHFC
training partners (Slide 21):

» Al aska Building Science Network
* Al aska Works

* Al aska Craftsnman Hone Program
* Northern Building Science G oup
» UAF Cooperative Extension

« UAS Buil ding Science Program

» Wsdom & Associ at es

e Cold dinmate Housing Research Center
 Denali Comm ssion

e Qpportunity Counci

e Building Performance Institute

10: 28: 51 AM

Senator Ellis asked why nore noney was encunbered than was
allocated in Fairbanks. M. Anderson replied that the $60
mllion allocated to AHFC was not allocated for sub-regions.
The noney is used as contingency in areas that are using up
their funding first. Fairbanks is over the limt. The wait
list in Fairbanks is nearly non-existent.

Co-Chair Stedman asked for clarification regarding the
difference between wurban and rural communities in the
weat heri zati on program M. Anderson responded that there is
di scussi on about whether there should be a third category
for “road renote” |ocations. He explained that about 600
homes have been done in the existing program at an average
of approximately $4,000 per hone. Under the new funding, the
limts have been raised to $11,000 for wurban areas and
$30,000 for rural areas. He believed that another category
was needed between the two. The first cycle of the grantees
and contracts are currently comng to a close; data garnered
will help AHFC determine the need for a third category.
Hi storically, the dollar anpunt that has gone into the units

Senat e Finance Committee 20 03/10/09 9:06 A M



is low conpared to what is being done currently, so there is
nothing to conpare with. Energy savings are clearly high.

Co-Chair Stedman asked if AHFC would cone forward with a
proposal if need is established.

10: 31: 41 AM

M. Fauske provided history regarding investnents. The
corporation nmade the decision to not participate through
consuners in adjustable rate nortgages (ARMS) and “magic
| oans,” but that they would participate in variable rate
debt, an area in which AHFC has expertise and confidence.
The variable rate debt market is conplicated; there are
remarketing agents and bonds are traded on a weekly basis.
One of the agents AHFC used was Lehman Brothers. One day,
Lehman Brothers was a highly rated conpany; the next day,
t hey were gone, leaving AHFC with a $190 m | 1lion exposure.

Co- Chair Stednman asked for clarification regarding the $190
mllion exposure. M. Dubler answered that at one point
Lehman Brothers was a marketing agent for the corporation

Such an agent has the right every week to put the bonds back
to the corporation and the corporation has to purchase them
Lehman Brothers was the agent that resold the bonds every
week. If an entity gives the bonds back and does not want
them Lehman Brothers would find another purchaser for the
bonds. To the extent the agent cannot find another
purchaser, the corporation has to come up with cash to pay
of f the bondhol der.

10: 34: 03 AM

Co-Chair Stedman queried the tinmeframe during which bonds
must be repurchased. M. Dubler replied that normally the
corporation receives a seven-day notice. Until Novenber of
2008, the bonds were always remarketed and AHFC never had to
worry about comng up with cash. In Novenber, AHFC received
a three-day notice from the agent that they did not think
they could sell the bonds. The corporation was given three
days to cone up with a little over $60 mllion. The
corporation has significant resources and coul d have conme up
with the noney, although they would have had to sel
investnments. The corporation could potentially have had to
repurchase $300 million in bonds.

M. Dubler explained that AHFC has a sub-corporation, the
Al aska Housing Capital Corporation (AHCC) that was created
by the legislature and funded with $300 million. The noney
has been invested since the inception of the corporation by
t he Departnent of Revenue (DOR) in the GeFONSI Fund (CGeneral
Fund and O her Non-segregated Investnents). The capital
corporation’s portion of the fund at the end of January was
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$345, 554,000, so the return to DOR over the past three years
has been al nost $46 million.

M. Dubler explained that AHFC approached DOR and nade a
request to draw sone of the noney out of the AHCC fund in
order to purchase the bonds back. Taking the noney out of
the capital corporation fund allowed AHFC to keep the cash
in its own general account needed to keep nortgage prograns
operating. If the entire $300 mllion in the general account
had been drawn out, there may not have been enough liquidity
to purchase nortgage | oans from Al askan honme buyers.

M. Dubler reported that DOR had initially hesitated. The
corporation made the argunent that the capital corporation
is subject to the sane fiscal policies as AHFC, the policies
all ow investnent in corporate securities, such as the bonds.
The debt of AHFC is highly rated, investnent grade
securities. The corporation asked DOR to purchase the bonds
strictly as an investnment. The departnent did so; $63
mllion were purchased in Septenber 2008 and were sold in
Novenber of the sane year. Another $75 million block was
purchased by DOR in Septenber 2008 and returned in Cctober
2008. Through Septenber and Cctober, another $43.8 nillion
was purchased and returned in Cctober and Novenber 2008. The
Al aska Housing Finance Corporation paid the Al aska Housing
Capi tal Corporation interest on the funds; the rates ranged
from 1.7 percent to 10.25 percent in that short period of
tinme.

10: 38: 58 AM

M. Fauske added that the state average interest rate is
approximately 6 percent annual return on the investnent
t hr ough AHCC.

M. Dubler stated that during the same tine period the
remai nder of the fund earned approximtely 2.78 percent.
Part of the reason AHFC wanted AHCC to purchase the bonds
was a credit scare in the market; bond holders were

requiring exorbitant yields, up to 10 percent. Instead of
paying to a third party, AHFC kept the yield. It was a
better investnment than buying a treasury bill at 30 or 40

basis points. M. Fauske added that the interest rate was
0.3 percent at 30 or 40 basis points.

Co-Chair Stedman asked if the return derived from offering
the liquidity was calculated into the $46 mllion extra in
the account. M. Dubler answered in the affirmative. Co-
Chair Stedman asked for a transaction schedule related to
t he amounts. M. Dubler agreed to provide the information.

10: 40: 42 AM
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M. Fauske revealed that AHFC was pleased with the outcone
of the situation. The corporation had operated within its
fiscal policies and averted potential disaster.

Co-Chair Stedman asked if the AHCC fund was nade whole. M.
Dubler replied that the vast mgjority of the funds were
returned in the early part of Novenber. He referred to the
schedule with every paynent nmade and received. A snall
portion of the bonds, around $7,000 had to wait until
Decenber 1, but received interest. M. Fauske enphasized
that the transaction is conplete. M. Dubler agreed that the
| ast paynent was paid into the GeFONSI [AHCC] fund by
Decenber 1.

Co-Chair Stedman referred to discussion and difference of
opi nion regarding the potential use of the $300 million in
case of revenue shortfalls.

10: 43: 02 AM

Co-Chair Stedman asked if there would be future need. M.
Dubl er hoped not. He stressed that the Novenber 2008 market
was very unique. The corporation has never drawn on a
liquidity facility. M. Fauske noted that AHFC would have
fully reinmbursed any loss that nmay have occurred. In the
event that something worse would have occurred, the
corporation would not have shorted the state.

Co- Chai r Stedman recogni zed that the situation was
extraordinary. He asked if DOR had notified finance
commttee chairs regarding the issue. M. Fauske replied
that he was not aware of notification. M. Dubler told the
commttee that the departnent viewed the interaction as
anot her investnment rather than an extraordinary event. M.
Fauske pointed out that DOR could not buy their own bonds,
but coul d buy those of AHFC as a separate entity.

Co-Chair Stedman referred to a simlar issue related to
student | oans.

10: 46: 28 AM

#
ADJ OURNVENT

The neeting was adjourned at 10:46 AM
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