SENATE FI NANCE COW TTEE
February 14, 2013
9:02 a.m

9:02: 40 AM

CALL TO ORDER

Co-Chair Meyer called the Senate Finance Commttee neeting
to order at 9:02 a.m

VEMBERS PRESENT

Senat or Pete Kelly, Co-Chair

Senat or Kevin Meyer, Co-Chair

Senat or Anna Faircl ough, Vice-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

VEMBERS ABSENT

Senat or Lyman Hof f man
Senat or Donny O son

ALSO PRESENT

Jerry Burnett, Director, Di vi si on of Adm ni strative
Servi ces, Departnment of Revenue; Daniel R Fauske, Chief
Executive O ficer and Executive Director, Al aska Housing
Fi nance Cor por ati on, and Pr esi dent, Al aska Gasline
Devel opnent  Corporati on, Department of Revenue; Fr ank
Ri chards, Manager, Pipeline Engineering, Al aska Gasline
Devel opnent Corporation; Les Canpbell, Budget Director,
Al aska Housi ng Finance Corporation, Departnent of Revenue;
Ree Sailors, Deputy Comm ssioner, Famly, Comunity and
I ntegrated Services, Department of Health and Soci al
Ser vi ces; Jenni fer Kl ei n, Facilities Section Chief,
Departnent of Health and Social Services.

SUMVARY
SB 18 BUDGET: CAPI TAL

SB 18 was HEARD and HELD in commttee for further
consi derati on.



DEPARTMENT OVERVI EVS
Depart ment of Revenue:
Al aska Housi ng Fi nance Corporation
Al aska Gasline Devel opnent Corporation

Departnent of Health and Social Services

#sb18

SENATE BILL NO 18
"An Act making appropriations, including capital
appropriations and ot her appropri ations; maki ng

appropriations to capitalize funds; and providing for
an effective date."

9: 03: 08 AM

NDEPARTMENT OVERVI EW DEPARTMENT OF REVENUE

9:03: 27 AM

JERRY  BURNETT, DI RECTOR, DVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF REVENUE (DOR), addressed four DOR
capital project requests.

Ref erence Number (RN) 56759
Chil d Support Services Conputer Replacenent Project

$218, 000
M. Bur net t expl ai ned that there was a five-year
repl acenent cycle for conputer, server, and printer

conponents in the division. He added that the request was
annual .

Co- Chair Meyer noted that nenbers' questions would be held
to the end of M. Burnett's testinony. He acknow edged t hat
Co-Chair Kelly joined the neeting.

Vice-Chair Fairclough asked M. Burnett to include page
nunbers for the commttee's reference. M. Burnett replied
that he did not have the page nunbers. He noted that the
four itens shoul d appear together in the budget backup.

RN 56758

Per manent Fund Dividend Division (PFD) Conput er
Repl acenent - Phase 2

$130, 000
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RN 56757

Per manent Fund Di vi dend Di vi si on - Di vi dend
Application Information System Software Conversion

$1.5 million

M. Burnett elaborated that the system was used to receive
and process PFD applications and to nake paynents.
Additionally, the system was used for the Pick, dick and
G ve program and PFD garnishnment calculations. Over the
past ten years the custom system had been witten in a
series of nmodules wth PowerBuilder |anguage or in
M crosoft Visual Studio. The departnment wanted to rewite
the entire program in one |anguage to standardize
programming and avoid comrunication problens wthin the
system

RN 57093
Al aska Permanent Fund Corporation (APFC) Net App Filer
$55, 000

M. Burnett explained that the network appliance operated
to switch the storage location within the network system
He noted that the proposed item would be funded with APFC
gross receipts.

Vi ce-Chair Fairclough asked for a briefing on processes in
pl ace used to "true-check"” security related to new software
systens. During an APFC tour she had l|earned that the
system received a significant nunber of on-going break-in
attenpts.

M. Burnett answered that the departnent could provide a
briefing at a later tinme. He communicated that one of the
primary reasons for rewiting the software related to
internal controls. He furthered that the use of nmultiple
nodul es and programmi ng |anguages made it challenging to
have sufficient system checks.

Vice-Chair Fairclough believed the agency was doing an
excel l ent job securing Al aska's asset. She wanted to ensure
that a second | ook was taken at the new software to verify
its correct functionality.

Co-Chair Meyer believed the entire commttee shared the
same concern and that nmenbers could follow up on the issue.
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9:10:11 AM

ALASKA GASLI NE DEVELOPMENT CORPCRATI ON (AGDQ)

9:10: 29 AM

DANIEL R FAUSKE, CH EF EXECUTIVE OFFICER AND EXECUTI VE
Dl RECTOR, ALASKA HOUSI NG FI NANCE CORPORATI ON, AND
PRESI DENT, ALASKA GASLI NE DEVEL OPMVENT CORPORATI ON,
DEPARTMENT OF REVENUE, i ntroduced a Power Poi nt
presentation titled "Alaska Housing Finance Corporation
Budget Presentation to Senate Finance, February 14, 2013."

FRANK Rl CHARDS, MANAGER, Pl PELI NE ENG NEERI NG, ALASKA
GASLI NE DEVELOPMENT CORPORATI ON, discussed funding itens on
slide 1.

RN 51753
AGDC - Al aska Gasline Project, Year 4 (FEL 2 & 3)
$25 million

M. Richards el aborated that the purpose of the request was
to advance an in-state natural gas pipeline from Prudhoe
Bay to Fairbanks and continuing down to Cook Inlet to
provide natural gas for Alaskans. Slide 1 showed a trunpet
curve representing how nmega projects were advanced from the
concept stage through conpletion. The corporation had
presented the project plan to the legislature for the end
of the front-end |oaded (FEL) Phase 1 that identified a
concept noving forward. The $25 mllion request would
advance the project engineering, permtting, and regul atory
land work into FEL 2 (Alternative Selection). He el aborated
that at the recent instate natural gas caucus AGDC had
optimzed its project plan from a rich gas case to a |ean
gas case; the change had allowed AGDC to open up pipeline
access to comunities along the route nore easily and at a
| oner cost. He furthered that major straddle plants would
no longer be required to pull natural gas |iquids out of
the stream to provide nethane to Fairbanks. Overall tariff
costs would be reduced and gas affordability would increase
for Al askans.

M. Richards relayed that AGDC had acquired assets over the
past couple of years including 600 mles of state right-of-
way; it would soon acquire 100 mles of federal right-of-
way. The corporation had received a final environnental
i npact statenment and had advanced engineering for the
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pi peline. Additionally, AGDC had initiated engineering for
its facilities contractor. He stated that the proposed
funding increment would allow AGDC to advance the gas
conditioning design to the next phase.

9:13:43 AM

M. Richards pointed to slide 2 that identified how the
capital project funds would be spent. Funding would be used
for front-end engineering and design aspects; it would
allow AGDC to advance the design to better optimze and
understand cost inplications and how they would be rel ated
to consuners through a tariff. Additionally, funding would
advance the corporation's environnental and regulatory
aspects and would continue stakeholder engagenent. He
stated that the project goal was to reach an open season
when AGDC would communicate to shippers and purchasers of
gas what it would ultimately cost for themto comit gas to
the project pipeline. The corporation's optimzed plan
showed an open season at the end of 2014/2015 with project
sanction in the 2015 tinefrane.

9:14:37 AM

ALASKA HOUSI NG FI NANCE CORPORATI ON ( AHFC)

M. Fauske relayed that AHFC s mission statement was to
provide Al askans access to safe, quality, af f or dabl e
housing (slide 3). He read slide 4:

« Bonds and Fi nanci ng
* Loans

 Public Housing

* Energy
M. Fauske bel i eved t he corporation conti nued to
successfully fulfill its mssion. He comunicated that

demand al ways exceeded supply, but AHFC was working to keep
up through innovative financing strategies and maxim zing
tools to get projects going. He read fromslide 5:

As of the end of FY 2012, AHFC assets totaled $4.073
billion.
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Acconpl i shnment s:

e AHFC s general obligation credit continued to
maintain its strong AA+ rating through FY 2012
recogni zed anong the strongest in the country.

e $229.1 mllion of long-term debt was issued in FY
2012.

e Dividend of $9.2 mllion nade to the State of
Al aska in FY 2012; totals nearly $2 billion.

Chal | enges:

* Federal fiscal policy; low interest rates, |ow
i nvest nent returns.

M. Fauske communicated that the |argest problem facing
AHFC was the inability to conpete wth the federa

governnent's continued printing of noney and |ow interest
rates. He expounded that AHFC was al ways one-ei ghth or one-
fourth of a point off when it went to market to issue debt.
He noted that AHFC had not believed that the current
federal fiscal policy trend would last as long as it had.
He elaborated that Federal Reserve System (Fed) Director
Ben Ber nanke had announced that interest rates would not be
changed until later in 2015. He explained that as a result
the corporation had taken a $70 nmillion "hit" on interest
earni ngs; because AHFC is a short-term investor and was
constantly recycling cash there was nothing it could do. He
continued that AHFC had gone fromearning 4 to 5 percentage
points on its funds to one-tenth of 1 percent (10 basis
points). He recalled an instance when overnight Fed rates
had been negative. He stressed that it was difficult
mai ntaining a dividend at a certain |level when significant
hits were taken. He believed the difficult tinmes would
pass; AHFC was financially strong and one of the best
housing finance corporations in the «country. The |[|ow
interest rates were inpacting housing finance corporations
nati onwm de. He stated that AHFC had been blessed with the
ability to be creative because of its strong asset base. He
added that that the corporation would have to ride the
situation out and that federal fiscal policy was beyond its
control

9:19: 04 AM

M . Fauske addressed | oan progranms on slide 6:
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Acconpl i shments (FY 2012):

HonmeChoi ce honebuyer education
e 174 classes to 1,693 Alaskans — 70% Ilift over
previ ous year
* Low foreclosure activity, .05 percent or 91 | oans

$416.2 mllion in loan activity for nore than 1,800
Al askan famlies

e $115.4 mllion for first-time homebuyers

e $107.1 mllion for rural |oans

e $25.9 million for Veteran's

Chal | enges

* Low interest rates = 8.5 percent reduction in
portfolio to $2.53 billion

M. Fauske elaborated that Al aska was one of five states
that had a veterans' program it was the one |oan program
in Alaska that required voter approval (it had been on the
ballot five times and had al ways passed with between 72 to
75 percent approval). He detailed that it was the one bond
that had the state's backing due to a federal requirenent.
He added that the program functioned beautifully and never
had any problens. He relayed that Al aska had the nost
veterans per capita in conparison to other states and that
AHFC was proud of the program

M. Fauske expounded on the low interest rate challenge
(slide 6). He explained that AHFC s nortgage departnent was
maki ng noney; however, noney was "going out the back door"
because honmeowners were refinancing at |ower interest rates
of fered by federally backed entities.

9:21:07 AM

M. Fauske turned to slide 7 titled "Public Housing
Prograns.” Public housing made up the Ilargest share of
AHFC, it enconpassed housing choice vouchers, senior

housing for people with disabilities, and famly self-
sufficiency. He read fromslide 8:

Publ i ¢ Housi ng
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e Mainly funded by U S. Housing & Urban Devel opnent
(HUD) for operating, maintaining & constructing
| ow i ncome housi ng.

e AHFC owns 1,011 family units, 610 housing units
for seniors or those wth disabilities; and
distributes nore than 4,300 vouchers in 13
| ocations that provide rental assistance - $2.5
m | 1ion/ month.

M. Fauske comruni cated that public housing was primrily
federally funded and AHFC was cautiously optimstic about
funds that woul d be provided.

LES CAWMPBELL, BUDGET DI RECTOR, ALASKA HOUSI NG FI NANCE
CORPORATI ON, DEPARTMENT OF REVENUE, noved to an FY 13
suppl enental request on slide 9.

RN 48811
San Robert o/ Mount ain Vi ew Devel opnent
$3.2 million in state general funds

$22 mllion AHFC bonds
$5.092 million AHFC divi dends (reappropriation)

M. Canpbell detailed that the project's purpose was to add
the Muntain View devel opnent to the San Roberto
redevel opnent that had been appropriated several years
earlier. Conmbining the two projects drew efficiencies and
addressed affordable housing needs. He |isted projected
out comes shown on slide 9:

* Increase supply of public housing

* Increase devel opnent efficiencies

e Use federal rental assistance that is currently
in reserve

» Develop a mxture of famly and seni or housing

* Inmprove | ocal neighborhoods

M. Canpbell reiterated that conbining the projects would
increase efficiencies within the developnent process. He
el aborated that the San Roberto project would redevel op 16
units into 18 units on San Roberto Street; the Mountain
View property had a total of 80 famly and senior housing
units.

9:24: 27 AM
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M. Fauske interjected that the reappropriation increnent
woul d be funded with noney saved on the Loussac devel opnent
i n Anchor age.

M. Canpbell added that AHFC was using Loussac Manor as a
nodel for the San Roberto/ Muuntain View project. He rel ayed
that at the tine of the Loussac project AHFC did not have a
subsidiary and could not develop the project itself.
Subsequently, AHFC had received legislative authority to
create a subsidiary. The subsidiary would help AHFC to
mai ntain and hold the property itself. He pointed to the
m xed financing structure on slide 10. He explained that
$22 mllion would be conbined with $7.5 million in bonding
authority in order to create a nmechanism for AHFC to access
tax credits; the funds would be augnented by the corporate
dividends that were already 1in place, the dividend
reappropriation, and $3.2 mllion from the nortgage
settlenment fund.

M. Canpbell relayed that funding would conbine with other
capital projects to get federal receipts; the bonding
nmechani sm woul d provide access to approximately $8 million
(AHFC estimated that between $8 million and $11 nillion in
tax credits would go towards the property). He furthered
that the bonds would be paid off when the property was
conpl eted. The corporation was excited about the project
that woul d add approximately 80 units to the public housing
portfolio; the Riverbend project in Juneau was the |ast
maj or devel opnment (about 18 years earlier). He added that
the project would take approximately $11 million in state
funds and woul d | everage about $22 nmillion in other funds.

9:27:25 AM

M. Canpbell added that his colleague could elaborate on
the m xed financing structure.

Co-Chair Meyer observed that the project was needed. He
noted the financing |ooked creative. M. Canpbell replied
that the project had been included as a supplenental
request due to timng issues; AHFC wanted to secure
financing in order to hire a developer. He noted that
devel opment would begin in about one year; AHFC would
provide an update to the legislature at that tine.
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Vice-Chair Fairclough pointed to the national debt and
asked if any of the federal funding was targeted for
potential cuts. M. Canpbell answered that nuch of the
nmoney for the capital fund was already in place. He
communi cated that the only funding that could potentially
be affected was for the FY 14 capital fund program He
relayed that if it occurred the federal sequestration issue
would begin on Mrch 1, 2013 (the FY 14 budget would
concl ude on Septenber 30, 2013). He stated that nobst of the
fundi ng woul d not be affected.

Senat or Dunl eavy asked how federal interest rates inpact
AHFC s internal projection nodels.

9:29:49 AM

M. Fauske replied that AHFC was constantly nonitoring
interest rates. The corporation had restructured on sone of
its variable rate debt that was carefully mnmanaged. He
continued that AHFC was in the process of designing a new
nortgage program that would be beneficial and would bring
approximately $6 million to the corporation's "bottom |ine"
through creative financing nechanisns. He elaborated that
AHFC would be in the nmarket for approximately $400 million
in the current year to refinance existing debt at a |ower
rate and to replenish funds; the nunber was not bad, but
AHFC would like it to be higher. He stressed that |ow
interest |loan refinancing was the |argest challenge facing
AHFC.

\V/ g Fauske bel i eved t he corporation woul d remain
conpetitive in ni che mar ket s i ncl udi ng first-tinme
honebuyer s, vet er ans, and ot hers. The cor poration

anticipated that low interest rates would continue for
another 1.5 to 2 years. The corporation knew where it fit
into the market; its bonds were actively sought after anong
Al askans and on Wall Street. He explained that when the
corporation sold bonds it always had a retail-only period
for Alaskans. He stated that AHFC was as conpetitive as
possi ble. He pointed to instances when AHFC had been happy
with a deal it had brokered, but due to the announcenent of
reduced federal interest rates, the deal had been off by
one-eighth of a percent. He continued that the |low rates
had dimnished AHFC s ability to participate in different
markets that it used to have a nore promnent role in. He
remar ked that the current market was grimon the tax exenpt
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side and observed that there was hardly any differentiation
bet ween tax exenpt and taxabl e.

9:32: 49 AM

Senator Bishop believed the project would help continue
improving the Muntain View area. He had previously been
involved in training facilities in the area to provide kids
and adults a place to go to learn different skills. He was
i npressed with the inprovenents.

M . Fauske responded that AHFC had purchased 6.5 acres near
G enn Square [in Muntain View and had negotiated a dea
with Special Aynpics for another acre. He described the
| ocati on and added that Bass Pro Shops would be opening on
the site. He discussed that devel opnent had increased jobs
and was invigorating the neighborhood. He stressed that the
i nvestnment could turn out to be very good.

9:34: 27 AM

M. Canpbell relayed that the Loussac devel opnent had been
used as a nodel for the project and the corporation would
enhance the nodel as devel opnment occurred; it planned to
use the nodel to produce additional housing in the future.
M. Canpbell noved to slide 11

RN 54796

Donestic Violence Designation Program (Enpowering
Choi ce Housi ng Program

$1.5 million

M. Canpbell shared that the project's purpose was to
provide rental assistance to victins of donestic violence
and sexual assaults in order to prevent further harm The
project was expected to provide rental assistance for up to
250 households statewide and to enhance the governor's
Choose Respect initiative.

Vi ce- Chair Fairclough observed that the expense appeared to
be reoccurring. She wondered why the appropriation request
was for the capital budget and not the operating budget

M. Canpbell replied that the item had been included in the
capital budget the prior year and that it wuld be an
ongoi ng request. He acknow edged that the request could be
noved to the operating budget. He explained that tenants
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had a tinme |imt of three years in the units; therefore,
three years of funds were obligated to the famlies.

Vice-Chair Fairclough discussed that the |egislature had
been very supportive of assisting famlies that were
experiencing violence and working to stop generational
vi ol ence. She thought the item should be considered for the
operating budget. She believed the increnment would help
prevent famlies from being bunped down on the housing |ist
when famlies experiencing donestic violence with a nore
i mredi ate need were placed at the top.

9:37:57 AM

M. Canpbell answered that the demand for AHFC s regul ar
voucher system exceeded the supply; t heref ore, t he
corporation had designated federal and operating budget
funds for the program

Co-Chair Meyer remarked that the noney would be needed
ongoi ng.

M. Canpbell addressed a statewide project inprovenent
fundi ng request on slide 12:

RN 40068
St at ewi de Project |nprovenents
$2 nmillion

M. Canpbell detailed that the project addressed known and
unknown conditions in AHFC s housing stock. He Ilisted
proj ect outcomes shown on slide 12:

* Fundi ng for ener gency repairs, i.e., r oof
repl acenents, fire alarmsystens, etc.

 Quick response to code changes and |life/safety
I ssues

* Provide anenities not progranmed
e Quick response to unforeseen conditions

» Enhance operations for individual Asset Mnagenent
Projects (AWPS)

M. Canpbell elaborated that the program would help AHFC to
keep up with and get ahead of the deterioration of existing
conponents. The primary function was to address nmajor or
extraordinary work items that were identified annually

Senat e Fi nance Comm tt ee 12 02/ 14/ 13 9:02 A M



t hrough the Physical Needs Assessments (PNA) produced by
t he housing mai ntenance staff and asset supervisors. A copy
of the current PNA had been provided to staffers that week.
He noted that PNA needs totaled over $23 mnmllion. He
rel ayed that the program woul d be ongoi ng.

M. Canpbell pointed to the Building System Replacenent
Program on slide 13:

RN 47069
Bui | di ng System Repl acenent Program
$1.5 million

\V/ g Canpbel | communi cated that the program addressed
specific major repairs and/or replacenent itens identified
in a five-year review The project would reduce maintenance
costs, increase the wuseful 1life of a structure, and
i ncrease safety for tenants. The request had been proposed
for the capital budget because AHFC did not have
repl acenent reserves for building itens such as roofs,
parking lots, siding, and other. He relayed that there was
not debt on the buil dings.

9:41:19 AM

M. Canpbell |ooked at an increment for fire protection
systens on slide 14:

RN 47066
Fire Protection Systens
$2.2 million

M. Canpbell shared that the systens' purpose was to flush

evaluate, and nmake |life/safety code repairs to public
housing fire protection systens on all AHFC properties
t hroughout the state. The project would reduce naintenance
costs, increase the useful life of structures, and increase

safety for tenants. M. Canpbell |ooked at slide 15:

RN 47068
Security Systens Repl acenent/ Upgrades
$500, 000

M. Canpbell highlighted that the increment's purpose was

to upgrade existing security and door access systens to
senior housing for those with disabilities and multi-famly

Senat e Fi nance Comm tt ee 13 02/ 14/ 13 9:02 A M



public housing conplexes. He listed projected outcones on
slide 15:

* Increase security for residents

e Reduce theft and vandal i sm

* Reduce mai ntenance and custodi al costs
e Increase useful life of structures

M. Canpbell relayed that AHFC anticipated two additional
funding requests for the replacenent/upgrades in the
upcom ng two years.

M. Canpbell noved to a Housing Loan Program request on
slide 16:

RN 37918
Housi ng Loan Program
$6 nmillion

M. Canpbell discussed that the program would provide gap
funding to increase honeownership and rental wunits. The
program was primarily wused in rural areas to increase
housing for teachers, health professionals, and public
safety officials. There was one allocation to teachers,
health professionals, and public safety officials and one
allocation to Village Public Safety Oficers (VPSO. He
addressed slide 17:

RN 49395
Housi ng Loan Program Teacher/Health/Public Safety
$5 million (allocation)

M. Canpbell explained that the increnent was part of the
Housing Loan Program allocation that would provide gap
funding to increase hone ownership and rental wunits for
teachers, health professionals, and public safety officials
in rural Al aska. He pointed to the second program
al l ocation on slide 17:

RN 49369
Housi ng Loan Program VPSO
$1 million

M. Canpbell elaborated that the allocation would provide
gap funding to increase hone ownership and rental units for
VPSGs in rural Alaska. The program increased affordability
for housing purchases by low to noderate-inconme fanilies
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and lowered interest rates on AHFC nortgage prograns to
attract |oan volunme and generate net incone.

M. Fauske provided a brief history of Housing Loan
Program In the past he had been asked to help wth
recruitment and replacenent. He detailed that either
salaries could be increased or the gap in financing could
be addressed. For exanple, he explained that gap funding
woul d address a situation where a rural Sixplex cost $1
mllion, but was budgeted at $700,000. The corporation's
approach was to renove the gap to by providing a project
access to wunlimted financing through \Wall Street.
Addi tionally, AHFC provided school boards and others wth
the ability to borrow noney. He had been hesitant at first,
but the program had becone very popular; 330 to 350 units
had been built throughout the state in renote areas. He
stated that the VPSO portion had been chall enging and AHFC
was working to prioritize it. He added that funds com ng
out of the school foundation fornula were captured,
recycl ed, and | everaged.

Co- Chair Meyer appreciated the program He observed that it
was difficult to entice qualified teachers to work in
renote areas where housing was a chal |l enge.

9:46: 38 AM

Senat or Dunl eavy asked how the program was working out. M.
Fauske responded that the programwas working quite well.

M. Canpbell noted that to date 364 units had been funded;
87 of the 364 total were currently under developnment. A
total of 11 units had been funded for the VPSO portion of
the program 9 of the 11 wunits were currently under
devel opnent. He noved to slide 19:

RN 6323
Suppl emrent al Housi ng Devel opnent Program
$7 nmillion

M. Canpbell comrunicated that the program s purpose was to
suppl emrent federal housing funds provided to regiona
housing authorities to ensure safe, decent, affordable
housing. He listed projected outconmes on slide 19:

» Construction of affordable hones in up to 20 urban
and rural comunities
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e Build on-site water and sewer facilities

e Provide energy-efficient design features in hones

e Construct roads to project sites

* Provide electrical distribution systens

e Retrofit hones to provide a safe, healthy, workable
home envi r onnent

 Provide clients with new, safe, energy efficient,
confortabl e housing

M. Canpbell elaborated that the program matched up to 20
percent of the allowable HUD funds and helped with itens
that HUD did not fund. He relayed that none of the noney
was used for housing authority adm nistrative costs.

Senator Bishop asked if the project shown on slide 20 was
| ocated in Ketchikan. M. Canpbell replied that the inmages
on slide 20 showed a devel oprment i n Ketchikan.

Senator Bi shop pointed out that the Departnment of Labor and
Wrkforce Developnment was working with AHFC and that
students trained through the Ketchikan Native Association
were working on the project shown on slide 20.

M. Canpbell noted that additional pictures were located in
the AHFC FY 14 Budget Summary (copy on file).

9:49:52 AM

M . Canpbel| addressed slide 21:

RN 6351
Energy Efficiency Mnitoring Research
$1 mllion state general funds

M. Canpbell highlighted that the project's purpose was to
conduct research, analysis, information dissem nation, and
i nterchange anong nenbers of the industry, as well as
between the industry and the public. He listed projected
out cones on slide 21:

* Conduct research, anal ysi s, i nformation
di ssem nation and interchange anong nenbers of the
i ndustry, and between industry and the public

e Gather data and perform analysis of geographically
di verse area energy-efficient designs for hones
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* Mnitor hones for energy usage, confort |evels,
durability, occupant health and econom c benefits of
ef ficiency features.

M. Canpbell expounded that the grant would be designated
to the Cold dimte Housing Research Center (CCHRC) to
provide the services. He relayed that nmuch of the
information used in the Watherization Program and others
was provided by CCHRC. M. Canpbell directed attention to
slide 22:

RN 6334
Senior Citizen's Housing Devel opnent Program
$4.5 mllion

M. Canpbell discussed that the increnment would provide
funds for developnment of senior <citizen housing and
accessibility nodification to seniors' resi dences. He
listed projected outcones on slide 21:

* Three devel opnent projects or about 30 units
* Mdifications for accessibility for approximtely 40

units

* Provide technical assistance grants for building
capacity in organizations that develop senior
housi ng

M. Canpbell shared that the program had funded 1,229
senior units and had provided accessibility nodifications
to nore than 251 honmes to date. Slide 22 showed inmages of a
Cooper Landi ng project.

9:52:11 AM

M. Canpbell |ooked at the HUD federal HOVE G ant Program
on slide 22:

RN 6347

HUD f ederal HOVE Grant Program
$750, 000 general funds

$3.35 mllion federal receipts

M. Canmpbell noted that the $750,000 million would be used
as a match for the federal receipt funds. The project's
purpose was to expand the supply of affordable, |low and
noder at e-i ncome housi ng and strengthen ability of the state
to design and inplenment strategies to achieve an adequate
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supply of safe, energy-efficient and affordable housing.
Projected outcones were |isted on slide 22:

» Develop affordable rental housing by funding
devel opment gap for four rental projects or about 50
units

 \Weat herize 42 hones

* Assist 35 honebuyers to achieve honeownership for
| ower-income fanmilies by providing down paynent and
cl osi ng cost assi stance

e Preserve lowincone hones through a noderate
rehabilitation

M. Canpbell relayed that the program had funded 46 renta
projects and 55 units of rental assistance. The program had
additionally assisted 362 |owincone households in the
purchase of hones; it also provided tenant-based rental
assistance. He explained that AHFC had a program set up
through the Departnment of Corrections (DOC) to reduce the
rate of recidivismin Al aska. He noted that the program had
recei ved national awards. The corporation was al so working
with the Departnment of Health and Social Services on a
simlar referral program for children aging out of foster
care.

Senator Dunl eavy asked if there had been a federal or state
first-tinme honmebuyer |oan program for teachers. M. Fauske
responded that AHFC still offered the no down paynent
program for teachers. The program was primarily used in
urban areas, but there had been sone rural activity.

M. Fauske comuni cated that he had chaired the governor's
Council on the Honmeless for multiple years. One of the
problenms that struck him was that when prisoners were
released from custody they did not have a place to go
unless they had famly support. Therefore, he decided to
work with DOC to address the problem He noted that there
had been stunning results in the program The corporation
| ooked forward to expanding the program in other areas of
t he honel ess probl em

M. Canpbell |ooked at slide 25 that showed inages of the
redevel opnent of the Fairview Manor into the Weks Field
Estates in Fairbanks.

9: 56: 06 AM
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M. Canpbell |ooked at the HUD Capital Fund Program (slide
26) :

RN 6342
HUD Capital Fund Program
$3.2 mllion

M. Canpbell stated that the purpose of the program was to
renovate and nodernize public housing rental units
statewi de. The projected outconmes were to nodernize public
housing rental units, code conpliance, and conduct energy
audits. He relayed that the current year's funding had been
set aside for the San Roberto/ Mountain View project.

M. Canpbell |ooked at Federal and Qther Conpetitive Gants
on slide 27:

RN 6348

Federal and O her Conpetitive Gants
$5 mllion federal receipts

$1.5 million general fund match

Purpose: Allow AHFC to apply for HUD, other federal
agency, and private foundation grants that target
housi ng needs and supportive services of |owincone
and groups with needs such as senior citizens, those
with nental, physical, or developnental disabilities,
or honel ess Al askans.

Proj ect ed out cone:

* Fund matchi ng portion when needed

e HUD Supportive Housing

e Housing Opportunities for Persons Wth AIDS
(HOPWA)

 USDA Housing Preservation Grant Program

* Grant Match Program

e HUD Technical Assistance Program

M. Canpbell addressed Conpetitive Gants for Public
Housi ng on slide 28:

RNG6350

Conpetitive Gants for Public Housing
$750, 000 federal receipts

$350, 000 general fund match
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Purpose: Allow AHFC to apply for HUD, other federal
agency, and private foundation grants that target
housi ng needs of lowincone and groups wth special
needs who live in public and/or assisted housing.

Proj ect ed out cone:

e Mtch requirenents for federal grants such as:
o Famly Self-Sufficiency (FSS) Coordinator
and case workers
o0 Seni or Services Coordinator
0 Resi dent Qpportunities and Supportive
Servi ces (ROSS) grant
e Match for operations of services, such as after-
school prograns, public housing devel opnents and
resi dent conputer training |abs

M. Canpbell elaborated that the program gave AHFC the
opportunity to take advantage of HUD grants when they
becane avail abl e.

9:58: 57 AM

M. Canpbell | ooked at AHFC Energy Prograns on slide 29:

RN 52598

AHFC Ener gy Prograns

$50 million general funds
$1.5 million federal receipts

M. Canpbel|l discussed that the purpose of the prograns was
to provide cost-effective energy inprovenents to hones
t hroughout the state. The appropriation included the AHFC
Weat heri zation Program and the AHFC Energy Rebate Program
He turned to the Watherization Program on slide 30:

RN 50683

AHFC Ener gy Prograns - \Wat heri zation
$30 nmillion general funds

$1.5 mllion federal receipts

Pur pose: Provide cost-effective energy inprovenents to
homes occupied by lowincome famlies throughout the
state.

Proj ect ed out cone:
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* Reduce househol d operating costs of the resident

e Inmprove resident health and safety

e Inprove durability and | ongevity of housing stock

* Repl ace unsafe heating systens

e Install snoke detectors and/or carbon nonoxide
detectors

e Create and sustain |ocal jobs

M. Canpbell directed attention to before and after inages
of a weatherized honme in rural Al aska.

10: 00: 19 AM

M. Canpbell addressed the Honme Energy Rebate program on
slide 32:

RN 51947

AHFC Energy Progranms - Honme Energy Rebate

$20, 000, 000

Pur pose: Assi st homeowner s to decr ease fue
consunption by provi di ng rebat es for maki ng

recommended, cost-effective energy inprovenents to
t heir hones throughout the state.

Proj ect ed out cone:

* Reduce househol d operating costs of the resident
* Inmprove resident health and safety

e Inmprove durability and | ongevity of housing stock
* Repl ace unsafe heating systens

e Gather statistical intelligence about hone energy
consunpti on

M. Canpbell relayed that both energy progranms were
popul ar. He added that the Hone Energy Rebate program had
no incone |limt and was available to all Al askans. He
| ooked at Statew de ADA | nprovenents on slide 33:

RN 45389
St at ewi de ADA | nprovenent s
$500, 000

Pur pose: Address recommendations suggested in the
recent American Disability Act (ADA) audit.
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Proj ect ed out cone:

e Conply with HUD Vol untary Conpliance Agreenent

e Conply with Anericans with Disabilities Act (ADA)

e Conmply with Section 504 of the Fair Housing Act

* Increase access for tenants and visitors wth
disabilities

 Allows for “aging-in-place” for seniors

e Increase unit rent-ability

e Muintain federal funding by conplying with HUD
mandat es

M. Canpbell shared that the program had been in place for
t he past couple of years and was expected to continue for a
couple nore years. He highlighted the Honel ess Assistance
Programincrenent in the Mental Health bill on slide 34:

RN 45390

Honel ess Assi stance Program

$6, 300, 000 general fund

$850, 000 Mental Health Trust Authority Receipts
$850, 000 general fund/ Mental health

Pur pose: Support progranms that address honel essness by
provi ding assistance to famlies in inmmnent danger of
becom ng honel ess or those who are currently honel ess.

Proj ect ed out cone:

* Prevent near honeless individuals and famlies
from becom ng honel ess

* Provide honel ess i ndi vi dual s and famlies
assistance to obtain safe, sanitary shelter

M. Canpbell explained that the program may be | everaged
with other funds such as Senior Housing Program Hone
Program or other. He relayed that all honel ess assistance
program funds would be conbined and adm nistered into one
program by AHFC. He addressed the Beneficiary and Speci al

Needs Housing increnment in the Mental Health bill on slide
35:

RN 6360

Beneficiary and Speci al Needs Housi ng

$1, 750, 000

Senat e Fi nance Comm tt ee 22 02/ 14/ 13 9:02 A M



Pur pose: Provide funds for Al askan Nonprofit service
providers and housing developers to increase housing
opportunities to Al aska Ment al Heal t h Tr ust
beneficiaries and other special needs to populations
t hr oughout Al aska.

Proj ect ed out cone:

* Add 40 congregate housing units for people wth
mental illness or devel opnental disabilities

* Reduce recidivism anong clients spending tinme in
institutions

e Provide supportive housing, including assisted
living, for people wth nental, physical, or
devel opmental disabilities, or nmultiple disorders

 Provide transitional housi ng with support
services for newy recovering alcoholics and
addi cts

M. Canpbell noted that slide 36 provided an exanple of a
proj ect conpleted in Juneau.

10: 04: 56 AM

Co- Chair Meyer noted that AHFC was doing an excellent job
fulfilling many statew de needs.

Vice-Chair Fairclough asked if the hone energy rebate
program currently had as many applicants as there had been
when the program first started. M. Fauske replied that
there were currently 700 people on the programs waiting
list. The corporation had held off on a major advertisenent
canpai gn because the program had been so successful and
AHFC wanted to avoid a run on the bank. CQutreach had been
increased to let people know the program still existed. He
clarified that AHFC wanted to offer the program to nore
homeowners, but wanted to ensure that it had enough funds
to nmeet expectations. He relayed that when people |earned
about the programthey tended to sign up quickly.

Vi ce-Chair Fairclough pointed to other housing units (e.g.
dupl exes, fourplexes, sixplexes, and other). She was
interested to know how single famly hones were accessing
t he program before expanding the program to other types of
housi ng. She surm sed that the program would allow famlies
to save in nultifamly housing units as well. She wondered
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if there continued to be a need in the single famly
housi ng arena and about further expansion.

M. Fauske replied that the single famly housing need
continued to exist. He estimated that there were
approxi mately 10,000 honmes projected on the weatherization
side. He pointed to rising energy costs throughout the
state and opined that noney allocated to the program was
wel |l spent given the imrediate return and job creation. The
program applied to condom niuns, duplexes and fourplexes;
an owner had to occupy sone of the units. He relayed that
the program had received nany requests to expand beyond its
current horizon to larger wunits. He believed increased
funding for expansion would allow the program to include
addi tional |arger units.

10: 08: 44 AM

Vi ce- Chair Fairclough disclosed that she did not own rental
properties.

Senat or Bishop referred to the energy audit and
weat heri zation prograns. He stated that the program had
been successful at providing job training. He noted that
knowi ng how to install the upgrades was inportant in order
for the maxi num energy efficiency benefit to be obtained.
He commended AHFC for providing training. He shared that he
had received a heartfelt letter related to the tangible
benefits the hone energy rebate program offered to
homeowners. He added that a neighbor had cut their fuel
usage in half under the weatherization program

10: 11: 02 AM

M. Fauske replied t hat t he aver age rebate was
approximately $6,300, wth an average expenditure of
slightly over $10,000. The approxinmate $4000 difference
equated to approximately $27 million to $30 million for the
Al askan econony; AHFC estimted that about $4,000 jobs had
been created. The corporation had worked to mnimze the
nunber of its enployees in order to keep from becomng a
bureaucracy; the mpjority of its workers were contractors,
vendors, and others. He relayed that the weatherization
program was offered to honmeowners who were at "100 percent
of medium income over the low and the energy rebate
program was offered to homeowners on the upper side. He
reiterated an earlier statement that demand exceeded
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supply. He renminded the comrittee of AHFC s $250 mllion
bond program for perfornmance-based contracting; the program
now had its first recipients and there had been over 360
audits around the state. The corporation was working wth
Department of Transportation and Public Facilities and
ot hers wth a concentration on muni ci pal |y owned
facilities. He shared that the City of Kenai was planning
to work on three of its structures. He detailed that under
the program a contractor would guarantee that energy
savi ngs generated would service the debt on the bonds. He
was anxious for the program to get underway; AHFC would
work with the University of Alaska, school districts, and
ot hers. He encouraged committee nenbers to remnd
constituents of the program He added that AHFC had
received requests from non-city owned entities (e.g.
hospitals and other). He concluded that the consistent
message the corporation received was to further expand the
pr ogr amns.

10: 13: 56 AM
AT EASE

10:17: 18 AM
RECONVENED

"DEPARTMENT OVERVI EW  DEPARTMENT OF HEALTH AND SOC AL
SERVI CES

10: 17: 43 AM

REE SAILORS, DEPUTY COW SSIONER, FAM LY, COWUN TY AND
| NTEGRATED SERVI CES, DEPARTMENT OF HEALTH AND SOCI AL
SERVI CES, provided a Power Point presentation titled
"Department of Health and Social Services FY 14 Capital
Budget Request." She turned to slide 2:

RN 42830
Bet hel Youth Facility Renovation, phase 2 of 2
$10.6 mllion

Ms. Sailors elaborated that the renovation had expanded

sone of the detention and treatnent beds, inplenented
security neasures, and provided additional space for
existing probation officers. Slide 3 illustrated the

facility plans and i npacted areas. She noved to slide 4:

RN 56065
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Master Client Index, State Interface |nprovenments to
the Health Information and Direct Secure Messaging
Gat eway

$5.7497 million

Ms. Sailors explained that the project was extrenely
i mportant and funding would cover the inplenentation of
services such as hosting, software service for the Master
Client Index (M), and would provide the agency with a
single view of its clients across all agency prograns. She
expounded that MI allowed the agency to |ook across
progranms and systens. Additionally, the program supported
secure emailing of personal health information across the
state. She addressed slide 5:

RN 56657
Transition of Care Pilot Project
$1.040 million

Ms. Sailors detailed that the project was funded by a 90/10
federal to state nmatch. The project would ensure that
patients' health and treatnent data traveled with them when
they nmoved from a hospital into a nursing hone or vice
versa. She enphasized that the transitions were high risk
nmonments for patients; the project would guarantee that
onsite providers wuld have patients' essential care
requi renents.

10: 21: 49 AM

Ms. Sailors |ooked at the Personal Care Assistant Pil ot
Project on slide 6.

RN 56649
Personal Care Assistant Pilot Project
$1.040 million

Ms. Sailors conmmunicated that the project was funded by a
90/ 10 federal to state match. She shared that personal care
assistant prograns had been growing substantially and the
funding would allow the agency to inplenment a nonitoring
system to confirm when and where services are delivered

The project was directed at services to people in their
homes in lieu of putting patients in institutions.
Additionally, the project would enable the agency to take
sonme of the burdensone paperwork off clients. She addressed
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the Electronic Vital Record Registration System phase 2 of
2 (slide 7):

RN 42853

El ectronic Vital Record Registration System Phase
2 of 2

$1.785 million

Ms. Sailors relayed that the conpletion of the project
i ncluded software developnent for nmarriage and divorce
records and would bring the agency up to full encryption
requi renents. Additionally, the project wuld bring the
agency in conpliance with the federal Intelligence Reform
and Terrorism Prevention Act.

10: 23: 30 AM

Ms. Sailors directed attention to the proposed increment
for the Al aska Veterans Pioneer Hone Resident Lifts on
slide 8:

RN 56658
Al aska Vet erans Pi oneer Hone Resident Lifts
$212, 000

Ms. Sailors detailed that the project would fund ten lifts
and their installation in state pioneer hones. The lifts
had dramatically reduced patient and staff injuries and
wor kers conpensation clainms. She noved to slide 9:

RN 56805

Equi pmrent Needs for Front-Line Probation Oficers,
Juvenil e Justice O ficers, and Facilities and
Probation O fices

$267, 000

Ms. Sailors elaborated that the increment would fund a
variety of safety equipnent (e.g. training supplies, body
arnor, law enforcenent identification, jackets, finger
printing nachi nes, security cameras, and other).

10: 24: 59 AM

Ms. Sailors turned to slide 10:

RN 56810
Ofice of Children Services Live Scan Fingerprinting
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$135, 200

Ms. Sailors relayed that the funding would go to the
replacenent of live scan nachines that were used for
background checks during foster parent recruitnment. The
live scan enabl ed quick turnaround tine, reduced paper, and
all oned workers to work and concentrate on other itenms as
wel |l . She noved to slide 11:

RN 56652
Juneau Pi oneer Hones Security Caneras
$106, 000

Ms. Sailors comunicated that the Juneau Pioneer Home was
the only pioneer home wthout interior and exterior
caneras. The increment would fund the installation of 20
caner as.

10: 25: 55 AM

Ms. Sailors directed attention to slide 12. The increnent
woul d all ow for the departnent to securely backup its data.

RN 56808
Department - Wde Disaster Recovery
$805, 800

Ms. Sailors turned to slide 13. She explained that the item
was a direct pass-through of federal dollars to Al aska
health care providers. The funds were a reward to
physi cians and hospitals for installing electronic health
information systens and using themin a neaningful way. The
H gh Tech Act incentive program had been enbedded in
American Recovery and Reinvestnent Act (ARRA) . She
furthered that as an increasing nunber of providers cane
into conpliance they wuld be eligible for sone
rei nmbursenent of initial cost and an ongoing bonus in
paynents under Medi care.

RN 51853
El ectronic Health Record Incentive Paynents
$30, 187, 500 f eder al

10: 27: 46 AM

Ms. Sailors addressed an i ncrenent on slide 14:
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RN 42837

Emergency Medical Services - Match for Code Blue
Proj ect

$425, 000

Ms. Sailors elaborated that the funding would be used to
help local conmunities purchase needed energency nedical
equi pnent for anbul ances and other. She detailed that the
funding was |everaged with other funds available through
the Rasnuson Foundation, the Denali Comm ssion, and the
U S. Departnment of Agriculture.

10: 28: 48 AM

Ms. Sailors pointed to slide 15 and explained that the
increnent was in the nental health budget (SB 20). She
shared that the Mental Health (MH) Deferred Mintenance and
Accessibility Inprovenments was a conpetitive grant program
t hat hel ped provider organizations get capital repairs on
their facilities.

RN 56572

Ment al Heal t h (MH) Def erred Mai nt enance and
Accessi bility I nprovenents

$1 nmillion

Ms. Sailors turned to another nental health increnment on
slide 15. She detailed that the grant program provided
funding for inprovenments to private hones for itens such as
ranps and other that would allow individuals to remain in
t heir hones.

RN 54275
IMH Honme Modification and Upgrades to Retain Housing
$1.050 million

Ms. Sailors addressed another nental health increment on
slide 17. The funding would provide hearing and vision
appliances to help individuals who did not have insurance
coverage or could not afford the itens.

RN 33671

Medi cal Appliances for Beneficiaries Experiencing
Sensory | npairments

$500, 000
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Ms. Sailors |looked at the last nental health item on slide
18. Funds would go towards the continued inplenmentation of
a replacenent grant system She detailed that the item
created an interface between the department and grantees
related to reporting. She elaborated that keeping track of
the grants was inportant given that approximtely $25

mllion in grants went out through the departnent.
RN 56573
| mpl enent ati on of Repl acenment Grant System
$700, 000

10: 31: 08 AM

Ms. Sailors turned to the last two increnents on slides 19
and 20. She explained that the departnent had non-pi oneer
home deferred rmaintenance and pioneer hone deferred
mai nt enance. The total non-pioneer deferred naintenance
request was $2.9 mllion and the pioneer honme request was
for $3.8 mllion.

RN 57040

Non- Pi oneer Hones Deferred WMaintenance, Renovati on,
Repair and Equi prent

$2, 902, 800

RN 37934

Pi oneer Hone Deferred Mintenance, Renovation, Repair
and Equi prent

$3, 871, 200

Co-Chair Meyer noted it was not necessary to go through
each deferred nmaintenance item

10: 32:10 AM

Vi ce- Chair Fai r cl ough poi nt ed to repl acenent and
mai nt enance requests. She wondered how the departnent could
i nclude the maintenance of equipnment inside its existing
budget. She stated that revenues could decline in future
years, which would inpact appropriations. She wondered if
mai nt enance repl acenent funds had been created.

Ms. Sailors referred to the governor's deferred maintenance
progranms from the past several years and expl ained that the
departnment conducted an assessnment of needs every two
years. The assessnent was updated annually as corrections
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were made or items broke down. She discussed that the
departnment had a considerable investnent in information
technology (IT) resources; sonme very old technology was
being replaced. She shared that the wvital statistics
program was operating on old Wang Software; parts for the
system were only avail able on EBay. She furthered that sone
of the departnment's |IT systens had been developed in the
1980s and were at the point of expiration. She enphasized
that the department was conscious about naking sure that
i nprovenents were conpatible and conplinentary.

10: 34: 37 AM

Vi ce-Chair Fairclough appreciated the stream ining concept.
She discussed that the legislature had talked about
buil ding funds or other options that would enable itens to
be replaced. She stated that the itens were operating costs
and should have a nmmintenance I|line where assets were
depr eci at ed.

Co-Chair Meyer agreed. He believed sonme of itenms may fall
under the operating budget category. He pointed to specific
itens such as equipnment needs for probation and juvenile
justice officers and ot her.

10: 35: 54 AM

JENNI FER KLEIN, FACILITIES SECTION CH EF, DEPARTMENT OF
HEALTH AND SOCI AL SERVI CES, replied that the departnment had
been |ooking at the issue related to equipnment costs and
actual turnover. She shared that the equipnent tended to
need replacenent on a regular basis. She relayed that the
departnment had an ongoing discussion about whether itens
fell wunder capital or operating expenses. She furthered
that desktop replacenent was typically in the operating
budget. She communicated that the departnment had not been
able to fit items such as the juvenile justice equipnent
and fingerprinting with the Ofice of Children's Services
into the operating budget.

Vice-Chair Fairclough stressed that she was not being
critical of the departnent. She relayed that it was a
problem for the Senate Finance Conmmittee to work on. She
stated that if departnments had a funding line, the
| egi slature would sweep funds from the accounts in order to
pay for critical itens in the event of a budget deficit

She opined that it was a global issue related to building
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repl acenents, nmintenance, software replacenent, and other.
She believed a change could be made, but it would take
di sci pli ne.

Co-Chair Meyer appreciated the departnment's work. He
di scussed the schedule for the follow ng day.

#
ADJ QURNVENT

10: 38: 22 AM

The neeting was adjourned at 10:38 a. m
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