SENATE FI NANCE COW TTEE
February 13, 2015
9:03 a.m

9: 03: 35 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:03 a. m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co- Chair
Senat or Pete Kelly, Co-Chair
Senator Peter M cciche, Vice-Chair
Senator dick Bishop

Senat or M ke Dunl eavy

Senat or Donny O son

VEMBERS ABSENT

Senat or Lyman Hof f man

ALSO PRESENT

Bryan Butcher, Chief Executive Oficer and Executive
Director, Alaska Housing Finance Corporation, Departnment O
Revenue; Les Canpbell, Budget Director, Alaska Housing
Fi nance Cor porati on.

PRESENT VI A TELECONFERENCE

Mark Rom ck, Planning Director, Alaska Housing Finance
Cor por ati on.

SUMVARY

PRESENTATI ON:  ALASKA HOUSI NG FI NANCE CORPCORATION FY 16
BUDCGET OVERVI EW

9:04: 25 AM

Co-Chair MacKi nnon rem nded those in attendance to silence
all electronic devices.



ANPRESENTATI ON: ALASKA HOUSI NG FI NANCE CORPCRATION FY 16
BUDCGET OVERVI EW

9:04: 39 AM

BRYAN BUTCHER, CH EF EXECUTIVE OFFICER AND EXECUTI VE
Dl RECTOR, ALASKA HOUSI NG FI NANCE CORPORATI ON, DEPARTMENT OF
REVENUE, i ntroduced hinmself.

Co- Chair MacKinnon felt the presentation should be limted
to 30 m nutes.

M. Butcher discussed the PowerPoint, "Alaska Housing
Fi nance Corporation; Budget Presentation to Senate Finance
February 13, 2015" (copy on file).

M. Butcher | ooked at slide 1, "M ssion"

To provide Alaskans access to safe, qual ity,
af f or dabl e housi ng.

M. Butcher displayed slide 2, "2014 Hi ghlights":

-AHFC s dividend increased from $7.5 nillion to $19
mllion

-Wel | positioned to neet future chall enges

—Feder al sequestrati on, busi ness i mpr ovenent
pl an, honme | oan activity

—Af f or dabl e housi ng
-AHFC rating mai ntai ned AA+ since Jan. 2011

Co- Chair MacKi nnon queried the reason behind the dividend
increase. M. Butcher replied that the reduction of Fanny
Mae and Freddie Mac interest rate had reduced the amount of
AHFC | oan activity. He stated that AHFC could not receive
cheap tax exenpt financing. The corporation had been
proactive to nmke connections with the banks and nortgage
conpanies to provide information about available | oans.
There was over $500 million of nortgage activity over the
previous year, which was conbined wth prepaynents of
refinanci ng.
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Senat or Bi shop wondered if the Dodd-Frank rule affected the
reduction of loans. M. Butcher replied that the Dodd-Frank
rule had affected the AHFC, but did not know if it had
affected the bottom line. He shared that there was sone
confusion about how housing finance agencies across the
country were applied against Dodd-Frank. There was sone
exam nation of the exact applications of Dodd-Frank.

Senator Bishop stated that sone builders were not able to
receive |oans, because the Dodd-Frank rule required too
much up-front equity.

9:09: 57 AM

M. But cher discussed slide 3, "Performance Measure
| ncrease nunber of loans.” He noted that the years before
2008 were very robust, and dropped after 2008. He remarked
that 2014 saw the only substantial increase in recent
years.

M. Butcher highlighted slide 4, "Performance Measure:
Maintain high performer percentages in AHFC owned and
managed Housing." He stated that the Public Housing
Assessnent System (PHAS) neasured the |evel of vouchers,
responding to conplaints, and maintaining performance
standards. He stressed that AHFC was awarded the status of
"high perfornmer.” He renmarked that 2013 and 2014 were
recogni zed as having greater performance than years prior

M. Butcher displayed slide 5, "QOperations Conponent." He
stressed that the AHFC operating budget was a "status quo
budget.” He noted that the cost of Iliving increase was
integrated into the budget. He remarked that nost of the
AHFC funds were federal funds; approximately two-thirds of
its enployees were working in the Public Housing Division
funded by HUD funds. The remaining funds were corporate
funds, and he stressed that AHFC was self-supporting by
usi ng revenue to pay for the corporation operations.

M. Butcher addressed slide 6, "AHFC Full Tine Position
Count." He remarked that there had been a small full-tine
position reduction over ten years, wth the sane count
mai ntai ned for approximately five years. He renarked that
after the nerger in 1993, AHFC had a position count reduced
by approximtely 70 positions. He remarked that the nerger
was successful, because the financial and social aspects
had worked wel | together.
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9:12:42 AM

M. Butcher discussed slide 7, "2014 Al aska Housing
Assessment " :

Report Reveal s Housi ng Stock Shortcom ngs:

Sone

FY 14 saw the release of AHFC s 2014 Al aska
Housi ng Assessnent, a 1,400 page report authored
by Cold dimte Housing Research Center in
Fai r banks.

The report is a statewi de, regional and conmmunity
| ook at major factors affecting Al aska's housing
stock. It includes data from professional energy
audits conducted on approximately 30 percent of
occupi ed housing in Alaska. A recent abundance of
energy data conpile on AHFC s Home Energy Rating
Software conmbined with identification of Al aska's
unique energy challenges, led to an increased
focus on those issues.

of the H ghlights in the Report:

-More than 15,000 hones in Al aska are overcrowded
or severely overcrowded (nore than one person per
room, twice as high as the national average.

-Mre than 75,000 households in Alaska (31
percent), are cost-burdened, (neaning househol ds
are spending nore than 30 percent of total incone
on housing costs).

-Nearly 20,000 honmes have the |owest possible
energy rating, a 1 Star.

-On average, Alaska residents use twice as mnuch
energy as do households in other cold climtes of
the U S.

-36 percent of Alaskans rent, 64 percent are
homeowner s.

-There are 252,920 occupied housing wunits in
Al aska.
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More than 15, 000 hones are overcrowded
M. Butcher |ooked at slide 8, "Energy Prograns":

Over 40,000 honmes nore energy efficient since 2008.
Nearly 1 in 3 Al askan hones have had an energy rating.

Hone Ener gy Rebates:
22,678 hone rebates averagi ng $6, 389.
38,211 as-is ratings paid.

New Honme Ener gy Rebates:
2,633 Five Star Plus Hones
69 Six Star Honmes

Educati on:
Energy education classes reached 1,900 Alaskans in
FY2014.

AKEnergySmart energy efficiency curriculum devel oped
for Alaska s K-12 students

Weat heri zati on Program
15, 603 hones conpleted in
185 comuni ti es.

9:15: 01 AM

Co- Chair Kelly queried the quantifiable results of
education on energy use reduction. M. Butcher replied that
t he education had engaged Al askans in making good deci sions
with the available prograns. He remarked that the education
process revealed nore energy reduction nethods than nerely
triple-pane wi ndows and better doors. He remarked that

M. Butcher discussed slide 9, "Energy Prograns":

WEATHERI ZATI ON PROGRAM

| ncone- based, home energy efficiency inprovenents
provi ded for honeowners and renters.

Legi sl ative appropriations:

-FY2008 $200 million

-FY2012 $62.5 million

-FY2013 $30 nillion

-FY2014 $30 nillion

-FY2015 $27.5 million

Total $350 mllion
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HOVE ENERGY REBATE PROGRAM

Rebates offered up to $10,000 for existing hones;
$10,000 for 6 Star and $7,000 for 5 Star Plus for new
hones.

Legi sl ati ve appropriation:

-FY2008 $100 million

-FY2009 $60 mllion

-FY2012 $37.5 million

-FY2013 $20 million

-FY2014 $20 mllion

-FY2015 $15 nmillion

Total $252.5 mllion

Co- Chair MacKi nnon queried the remaining unallocated funds
for the program M. Butcher replied that of the $350
mllion in the Watherization Program approximtely $319
mllion was currently obligated to projects. He explained
that contracts were generally awarded to the weatherization
providers in March and April, which was right before the
construction season. He explained that the wunobligated,
remaining funds were from the FY 15 budget, which was
expected to be paid in the fourth quarter of the fisca

year. He explained that at the time of the initiation of
the Hone Energy Rebate Program the governor and
| egislature were told that AHFC would manage the program
He expl ained that 18 nonths were given to make changes to a
home, after an initial energy rating was conducted. At the
end of the 18 nonths, AHFC would no |onger nanage the
program He stated that an average rebate was approxi mately
$6300 for a honmeowner. The managenent over 18 nonths was a
chal | enge, because it carried over nunerous fiscal years

He shared that there was about $29 nmillion in renaining
unal | ocated funds. He remarked that there was a reduction
in the current year's request, because there were a nunber
of individuals who had not returned their paperwork.

Co- Chair MacKi nnon stressed that Alaska was facing a $3.5
billion revenue shortfall, and remarked that FY 16 may face
a simlar budget issue, if oil prices remained the sane.
She queried the nunber of AHFC enpl oyees that were involved
in inplementing the two progranms, and what would occur if
there was program suspension. M. Butcher replied that
contractors were informed that the prograns were not
indefinite. He stated that there were two further positions
and a nunber of tenporary enployees that may be reduced.

9:20: 35 AM
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Co- Chair MacKi nnon wondered if it was possible for the
prograns to be quickly reinitiated. M. Butcher replied in
the affirmative. He furthered that the greatest issue would
be with the weatherization contractors. He stressed that
all of the weatherization was done externally. He remarked
that the Watherization Program was traditionally $2
mllion to $8 mllion of state funds and $1.5 mllion of
federal funds.

Co- Chair MacKi nnon wondered if there had been an increase
or decrease in the nunmber of Al askans applying for the
progranms. M. Butcher replied that the weatherization need
was continually inperative, because of the high nunber of
low quality, low income housing in the state. He felt that
the program could continue for ten nore years wth many
homes in the program There was a decrease in the nunber of
applicants for the rebate program from 2008 through 2010,
but maintained the sane level for the prior three years. He
felt that a possible increase in the cost of oil my
notivate sone individuals to apply for the rebate program

M. Butcher highlighted slide 10, "Loan Prograns":

Single famly
Multi-famly
O her

M. Butcher explained that npost of the loans were single
famly category. He stated that nost of the |oans were
first-tinme home buyers, veteran's |oans, and rural | oans.
He stressed that AHFC al so provided a significant nunber of
multi-famly | oans across the state.

M. Butcher addressed slide 11, "Loan Purchase Activity."
He remarked that there was a recent increase in |oan
purchase activity. He noted that there was a slight
reduction in the mlti-famly |oans, because of the
difficulty in building affordable nulti-famly housing in
Al aska. The cost of building multi-famly housing far
exceeded the return. He remarked that AHFC was working wth
many comunities to find a solution to that issue.

Senator Bishop appreciated the efforts of AHFC to exam ne

alternate approaches to serve the housing needs in rural
Al aska.
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M.

But cher di scussed slide 12, "Public Housing":

Mai nl
( HUD)
AHFC
nor e

y funded by U S Housing & Uban Devel opnent

owns 1,612 public housing units; and distributes
than 4,300 vouchers in 13 locations that provide

rental assistance - $2.5 mllion/ nonth.

AHFC

is a Mving to Wrk agency

9:25:50 AM

M.

M.

M.
Budget

But cher highlighted slide 13, "Public Housing Stats."

Demand for Affordabl e Housing Continues to G ow

The pressure on public housing continued wth
Anchorage, Fairbanks, and Juneau showing the
| ongest waiting lists for affordable housing.
AHFC cl osed a nunmber of waiting lists during the
year in an effort to nore efficiently work
through the lists, re-opening when the situation
became nore nmanageable and predictable for those
in need of assistance. The nmeasure proved
successf ul bri ngi ng t he t ot al nunber of
households on the waiting lists down from 6,304
in FY 13 to 5,584 in FY 14.

But cher di scussed slide 14, "Voucher Stats."

Voucher Program Denmand Renai ned Strong in FY 14

The Housing Choice Voucher Program assists over
6, 000 people each vyear in securing safe and
af fordabl e housing, and contributes about $30
mllion per year to private sector landlords. In
FY 13 AHFC lost $1.8 mllion (222 Housing Choice
Voucher s) in f eder al f undi ng due to
sequestration. Funding was partially restored in
March 2014 enabling AHFC to resune issuing
vouchers that had been on hold since March 2013.
The need for assistance is especially severe in
Anchor age, Fairbanks, and Mat- Su.

Butcher |ooked at slide 15, "AHFC s FY2016 Capital

first new
participant. R dgeline Terrace and Susitna Square were 88

Request." He stated that the slide displayed the

af f ordabl e housing that AHFC had worked with as a
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new units currently in construction. He stated that there
was previous legislation that allowed AHFC to develop a
subsidiary: The Al aska Corporation on Affordable Housing.
The subsidiary provided AHFC the statutory flexibility to
work with non-profits and for-profit entities to collect
the layer of financing that were necessary to building
af f ordabl e housi ng. He stressed t hat t here wer e
approximately ten separate |ayers of financing. The project
should be conplete by the end of 2015. He hoped that
simlar projects would occur in other comrunities in the
st at e.

LES CAWVPBELL, BUDGET DIRECTOR, ALASKA HOUSING FI NANCE
CORPORATI ON, highlighted slide 16, "FY2016 Capital Budget
Program "™ He stated that he would provide further detail to
sonme of AHFC s budget requests.

9:30: 25 AM

M. Canpbell addressed slide 17, "Rental Assistance to
Victinms -- Enpowering Choice Housing Program (Departnent of
Public Safety)":

Ref erence Nunber: 54796
FY2016 Request: $2, 000,000 AK Pernmanent Fund D vi dend

Pur pose: Provide a referral -based transitional housing
assistance program the Enpowering Choice Housing
Program (ECHP), designed to neet the housing needs of
victins of domestic violence and sexual assault.

Proj ect ed out cone:

-Rental assistance for wup to 254 households
st at ewi de;

-Provides voucher assistance in the twelve
conmuni ti es.

Co- Chair MacKi nnon remarked that the program may have sone
statutory issues regarding the felon funds. She shared that
there was once an issue of victins of donestic violence and
sexual assault wth others that were trying to receive
services. She remarked that AHFC had once approached the
legislature to allow for all Alaskans to receive access to
housing. M. Butcher replied that he did not have any
details on the decision. He explained that the shelters
worked with AHFC to identify those with the greatest need.
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Co- Chair MacKi nnon encouraged a conversation with OV to
identify a different funding source. M. Butcher agreed.

M. Canpbell continued to discuss slide 17. He stated that
the programwas a referral -based program

M. Canmpbell highlighted slide 18, "Housing Loan Program
Teacher / Health / Public Safety."

Ref erence Nunber: 49395 (All ocation)
FY2016 Request: $3, 691,400 Corporate Dividends

Pur pose: Provide gap funding to increase honeownership
and/ or rental units.

Proj ect ed out cone:

-l ncrease Teachers, Health Professionals, or
Public Safety housing in rural Al aska

M. Canpbell discussed slide 19, "Housing Loan Program
VPSO' :

Ref erence Number: 49369 (All ocation)
FY2016 Request: $1, 000,000 Corporate Dividends

Pur pose: Provide gap funding to increase honeownership
and/or rental units.

Proj ect ed out cone:
-Adding units for Village Public Safety Oficers
(VPSO ; and
-l ncreasing VPSO retention t hr ough housi ng
devel opnent .

9:35: 09 AM

Senat or Bi shop wondered if the recent reductions in the DPS
budget for VPSGs would affect this request. M. Canpbell
replied that AHFC worked with DPS, and remarked that DPS
could apply for the funding. He remarked that DPS woul d not
apply for the funds, if there was no use for the funds.

Senat e Fi nance Comm ttee 10 02/13/15 9:03 A M



M. Butcher furthered that AHFC worked with the comunities
to ensure that various public workers |ike VPSOs and school
teachers may be able to be housing in the same unit.

Co- Chair MacKi nnon wondered if the dividend would increase
to the state, if the legislature denied the requests for
VPSO and teacher housing. M. Butcher responded that there
woul d be no effect on the dividend. He furthered that the
program was currently paid through the dividend that was
al ready al |l ocat ed.

Co- Chair MacKi nnon surm sed that AHFC provided a dividend,

and then recommended a way to spend the dividend. M.
But cher agreed.

M. Canpbell displayed slide 20, "Cold dimate Housing
Research Center":

Ref erence Nunber: 6351

FY2016 Request: $1, 000, 000 Corporate D vi dends

Pur pose: Conduct research, anal ysi s, i nformation
di ssem nation, and interchange anong menbers of the
industry, as well as between the industry and the
publi c.

Proj ect ed out cone:

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

- Gat her dat a and perform anal ysi s of
geographical ly di verse area energy-efficient
desi gns for hones; and

-Monitor homes for energy usage, confort |evels,
durability, occupant health and econom c benefits
of efficiency features.

M. Canpbell discussed slide 21, "HUD Federal HOVE G ant
Pr ogr ant':

Ref erence Nunber: 6347

FY2016 Request: $750,000 State General Funds
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$3, 750, 000 Federal Receipts

Pur pose: Expand supply of af f or dabl e, | ow and
noderate- income housing and strengthen ability of
State to design and inplenent strategies to achieve
adequat e supply of saf e, ener gy-efficient and

af f or dabl e housi ng.
Proj ect ed out cone:

-Devel op affordable rental housing by funding
devel opnment gap for three rental projects or
about 30 units;

-Assist 35 honebuyers to achieve honmeownership
for lower-inconme famlies by providing down
paynment and cl osing cost assistance; and

-Preserve |lowincone hones through a noderate
rehabi litation.

M.  Canpbel | addressed slide 22, "Hooper Bay Famly
Housi ng":

Low Incone Housing tax Credits (LIHTC [/ HOMVE [/
Suppl ement al Housing Grant AVCP Sponsor 2009

M. Canpbell discussed slide 25, "HUD Capital Fund Program
(CFP) "

Ref erence Nunber: 6342
FY2016 Request: $2,500,000 Federal Receipts

Pur pose: Renovate and noderni ze public housing rental
units statew de

Proj ect ed out cone:
- Moder ni ze public housing rental units;
- Af f or dabl e Housi ng Devel opnent
- Code conpliance; and/ or
- Conduct energy audits.

9:40: 11 AM

M. Canpbell discussed slide 23, "Federal and O her
Conmpetitive Gants":
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Ref erence Nunber: 6348

FY2016 Request: $3, 000, 000 Federal Receipts
$1, 500, 000 State General Funds

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:

- HUD Supportive Housi ng;
-Housing Opportunities for Persons Wth AIDS

( HOPWA) ;
-Grant Match Program and
- OneCPD HUD Techni cal Assi st ance Pr ogram

(Communi ty Pl anni ng Devel opnent); and
-Section 811 Housing Program for Persons wth
Disabilities.

M. Canpbell highlighted slide 24, "Conpetitive Gants for
Publ i ¢ Housi ng":

Ref erence Nunber: 6350

FY2016 Request: $750, 000 Federal Receipts
$350, 000 State General Funds

Pur pose: Allow AHFC to apply for HUD, other federal
agency, and private foundation grants that target
housing needs of |owinconme and groups wth special
needs who live in public and/or assisted housing.

Proj ect ed out cone:

-Match requirenents for federal grants such as:
-Famly Self-Sufficiency (FSS) Coordinator and
case workers;

-Seni or Services Coordinator; or

-Resident Opportunities and Supportive Services
(RGSS) grant.

-Match for operations of services, such as after-
school prograns, public housing devel opnents and
resi dent conputer training |abs.
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9:40: 58 AM

M. Canpbell |ooked at slide 26, "AHFC Energy Programs -
Weat heri zation":

Ref erence Nunber: 50683 (Allocation)

FY2016 Request: $6, 600,000 State General Funds
$1, 500, 000 Federal Receipts

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

Proj ect ed out cone:

- Reduce househol d operati ng costs of t he
resi dent;

-Inprove resident health and safety;

-Inmprove durability and |longevity of housing
st ock;

- Repl ace unsafe heating systens;

-Install snoke detectors and/or carbon nonoxide
det ect ors;

-Create and sustain | ocal jobs

9:41: 23 AM

M. Canpbell highlighted slide 28, "AHFC Energy Prograns -
Honme Ener gy Rebate":

Ref erence Nunber: 51947 (All ocation)
FY2016 Request: $3, 000,000 Corporate Dividend
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 t he

resi dent;
-l nprove resident health and safety;
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-lmprove durability and |longevity of housing

st ock;
- Repl ace unsafe heating systens; and
- Gat her statistical intelligence about hone

ener gy consunpti on.

Senator O son wondered how the current and previous year
conpare for the VPSO housing. M. Butcher replied that each
year had a request for VPSO funding. He stated that a
community was always ultimately successful in receiving
VPSO housing. He agreed to provide further information.

Senator O son queried the location of new VPSO housing in
the prior year. M. Butcher deferred to M. Rom ck.

MARK ROM CK, PLANNI NG DI RECTOR, ALASKA HOUSI NG FI NANCE
CORPORATION (via teleconference), stated that there were
new VPSO units in Tanana, Hooper Bay, Northwest Arctic
Bor ough, and Anbl er.

Co- Chair MacKi nnon queried the location of the npbst recent
VPSO housing units. M. Romck replied that nost recent
conpl eted VPSO unit was in Iliama.

Co- Chair MacKi nnon requested a list of the locations of
investments to house teachers and VPSGs. She was eager to
determne the level of need in those comunities. She
stressed the inportance of understanding how the housing
woul d ot herwi se be occupied. M. Butcher agreed to provide
that i nformation.

Co- Chai r MacKi nnon di scussed the foll ow ng week's agenda
#

ADJ OURNIVENT
9:46: 02 AM

The neeting was adjourned at 9:45 a. m
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