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IK THE HOUSE BY THE C&RA COMMITTEE
CS FOR SPONSOR SUBSTITUTE FOR HOUSE BILL NO. 358 (C&PA)

IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISTATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing minimum thermal and lighting
energy standards applicable to residential buildings
that are constructed or purchased with state finan-
cial assistance, and excluding commercial and indus-
trial buildings from the class of buildings to which
state thermal and Jlighting standards applyj and
providing for an effective date.”
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.56.090 i1s amended to read:

Sec. 18.56.090. GENERAL POWERS. In addition to other powers
granted 1i1n this chapter, the corporation may, for the. purpose of
providing housing for persons of lower and moderate iIncome or persons
located in remote, underdeveloped”™ or blighted areas of the state and
for i1ts other corporate purposes,

(1) [REPEALED
(2)] make or participate in the making of mortgage loans to
sponsors, developers, buildersi and purchasers of residential housing,
L1 Liie corporation determines that
(A mortgage loans are not otherwise available, wholly
or in part, from private lenders upon reasonably equivalent terms
and conditions? and
® the residential housing for which the mortgage
loans are made complies with applicable provisiono of AS 10.56.-
096(c) and the applicable thermal and lighting energy standards
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of AS 46.11.040t

@ fT(3)1 purchase or participate In the purchase of mort-
gage loans made to sponsors, developers, builders, owners™ and pur-
chasers of residential housing, i1If the corporation

(A) has given approval before the 1initial making of
the loan and has determined that mortgage loans were, at the time
the approval was given, not otherwise available, wholly or 1in
part, from private lenders upon reasonably equivalent terms and
conditions, or

(B) has determined that

(1) the purchase or participation will result in
additional residential housing, caking Into account without
limitation such faccors as reinvestment of the proceeds of
the sale in additional mortgage loans, increased avail-
ability of mortgage loans insured by the federal government,
its agencies cr departments, the reduction, 11f any, of
interest payments to be made with respect to mortgage loans,
or such other factors as will tend to iIncrease or Improve
the supply of residential housing within Che stateil and

(l1) the residential housing covered by the mort-

gage loan complies with applicable provisions of AS 18.56.-

096(c) and the applicable thermal and lighting energy stan-

dards of AS 46. M. 040;

A ()1 make partial rental payments and mortgage inter-
est payments under a contract with any housing owner if the payments
will be applied to decrease rental or mortgage 1iInterest charges of
persons of lower and moderate Income or owners or purchasers of res-

idential housing in remote, underdeveloped”™ or blighted areas of the

statej
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@ [(B)] make loan3 from the housing development fund;

G [6)] collect: and pay reasonable fees «d charges 1iIn
connection with making, purchasing”™ and servicing its mortgages,
loans, notes, bonds, certificates, commitmentsL and other evidences of
indebtedness;

® (NI acquire real property, or any Iinterest iIn real
property, 1iIn its own name, o/ purchase, transferor foreclosure, when
the acquisition 1iIs necessary or appropriate to protect an/ loan 1In
which the corporation has an interest; sell, transferL and convey the
property to a buyer; and, iIf the sale, transfer”™ or conveyance cannot
be effected with reasonable promptness or at a reasonaole price, rent
or lease the property to a tenant pending the sale, transfer™ or
conveyance;

@ [(B)1 sell, at public or private sale, to any purchas-
er, 1including the Federal National Mortgage Association, all cr any
part of a mortgage or other 1instrument or document securing a con-
struction, land development, mortgage”™ or temporary lean of any type
permitted by this chapter;

S [(@1 purchase, 12 order to meet the requirements of
the sale of its mortgages to the Federal National Mortgage Associa-
tion, stock of the Federal National Mortgage Association;

() [(10)] procure insurance against any loss iIn connection

with 1ts operation;

to which the corporation iIs a party;

(" 1(12)1 borrow money n3 provided 1iIn this chapter to

-3- CSSSHB 353(CSRa)



carry aut: and effectuate its corporaca purnosos; .tad issue Lts obliga-
tions aa evidence of borrowing;

0O2) [(@3)] include in any borrowing die amounts necessary to
pay financing charges, 1interest an the obligations for a period not
exceeding one year after the date on which the corporation estimates
funds will otherwise be available to pay the interest, consultant,
advisory and legal fees™ and other expenses that are necessary or
incident to this borrowing;

a3 f(IA)I under S 13.56.DCS, adopt and publish regula-
tions respecting 1i1ts lending programs and other regulations chat are
necessary to effectuate its purposes;

(149 [(@51 provide technical and advisory services to
sponsors, builders™ ana deveilopers of residential housing and to
residents of it;

(15 [(@6)] promote research and development an scientific
methods of constructing Ilow-cost and energy--fricionc residential
housing of high durability;

(16) ((17)] make and execute agreements, contracts”™ and
other 1iInstruments necessary or convenient 1In the exercise of the
powers and functions of the corporation under ‘“his chapter, including
contracts with any person, Tfirm, corporation, governmental >.ge.icyA or
other entity;

(1717 r(IHM -cciive, edminijterand compl/ vien the condi-
tions and requirements respecting ‘iily appropriation or ~ift, grunt, or
donation of property or money;

(H) ((r)] sue and be sued in its own name;

(19 T<20) } iriout .in official seal;

-021 ((7.D)! adopt ovlaws fur the regulation of 1i1ce affairs

and the cox-.duct a. i1ts business ,«d adopt regulations and policies In
SH5 353 (CuPA) -A-



connection with the performance of i1ta functions and duties;

(21) [(22)] -employ fiscal consultants, engineers, attorneys,
real aatate counselors, appraisers”™ and other consultants and employ-
ees thac may be required in the judgment of the corporation, and Tfix
and pay their compensation from funds available to the corporation;

(22) [(23)] do all acts and things necessary, convenient”™ or
desirable to carry out the powers expressly granted or necessarily
implied in this chapter;

(23) [(24)] i1nvest or reinvest, subject to i1ts contracts with
noteholders and bondholders, any money or funds held by the corpora-
tion in any obligations or other securities or investments iIn which
banks or trust companies in the state may legally invest funds held in
reserves or sinking funds or any funds not required for i1mmediate
disbursement, and iIn certificates of deposit or time deposits secured
by obligations of, or guaranteed by, the 3tate or the United States;

(24) [(25) REPEALED

(26) REPEALED

(27) REPEALED

(28)] purchase a mortgage loan made to refinance an existing
mortgage Mloan, without regard to whether the corporation holds the
existing mortgage loan, as long as the interest rate and fees charged
to the borrower are sufficient to fully reimburse the corporation for
all casts incurred by the corporation iIn purchasing the mortgage loan
and as long as the borrower will be in compliance with AS 18.56.-
096(a)(6) after purchase of the mortgage loan oy the corporation.

Sec. 2. AS 18.56,096 1is amended by adding a new subsection to read:
(©) The corporation may not make, participate iIn the making of,

purchase, or participate iIn the purchase of a residential building if

construction of the building begins after December 31, 1990, unless

-5- CSSSHB 358(C&RA)



the building complies with the thermal and lighting energy standards
required by AS 46.11.040. The corporation
(1) may adopt regulations to implement thi3 subsection; and
(@ shall, by regulation, est-blish
A procedures by which the person responsible
construction of the building may demonstrate that the building
complies with the thermal and lighting energy standards, includ-
ing
) self-certification, 1if the contractol
sible for the building construction provides satisfactory
evidence that the contractor has completed a training pro-
gram of the Alaska Craftsman Home Program and the training
program is satisfactory to the commissioner of community and
regional affairs;

(n submission of the certificate of a reg
architect, registered engineer, or a building iInspector, and
the architect, engineer, or building inspector has completed
a training program of the Alaska Craftsman Home Program and
the training program i3 satisfactory to the commissioner of
community and regional affairs;

(i11) submission of che certificate of occupancy
issued by the municipality iIn which the building is located,
iT the certificate iIs issued by a municipality in which the
municipal building coda meets or exceeds the thermal and
lighting energy standards, as determined by the commissioner
of community and regional affairsj

(iv) another method approved by che commissioner
of community and regional affairs 1In regulations adopted by

the commisfFiiotwr after consultation with che extcutrve

CSSSHB 358(C&RA) -6-



director of Che corporation; and
(@ criteria by which Che energy conservation stan-
dards nay be met; for purposes of chis subparagraph, the residen-
tial building complies with the energy standards 1f the re
has received a rating underthe rating system developed by Energy

Rated Homes of Alaska if, in the judgment of the commissioner of

community and regional affairs, the rating meets or exceeds the

thermal energy standards required by AS 46.11.040,

Sec. 3. AS 13.56.105 13 amended to read:

Sac. 18.56.105. ALLOCATION OF LENDING ACTIVITIES. The corpora-
tion shall designate regions within the state which In the aggregate,
encompass the entire scate. In participating Jn the making or pur-
chasing of loans under AS 13.56.090(11 and (@ [JAS 13.56.090(2) AND
()1 or under AS 13.56. 100, the corporation shall make i1ts money
available through the private financial 1i1nstitutions 1In the state
within each region designated by the corporation under this section.
The corporation shall allocate 1its money among che regions on the
basis of recent and future anticipated lending activity as well as the
potential need for the loans iIn each region and may reallocate its
money among the regions as it considers appropriate: to reflect changes
in landing activity or need iIn the regions.

Sec. 4. A3 18.56.110(g) 1is amended to read:

©) Notwithstanding AS 13.56.090(11) [AS 13.56.090(12)] and
of this section, the corporation may not 1issue bonds 1iIn 12-aonth
period beginning after June 30, 1933, 1iIn an .imount that exceeds the
amount of bond? authorised to oe issued during the preceding oeriou,
unless a different amount 1is authorised oy the Ilegislature. This
subsection does sot apply to the Issuance by th®™ aoroor.ition of re-

runding Donda or to the 1issuance by che corporation of bonds che



proceeds of which are intended to be used to refinance mortgage loans
held by the corporation.
* Sec. 5. Section 1, ch. 33, SLA 1980, 1is amended to read:

Section 1. DECLARATION OF POLICY. It is the policy of the state
to encourage and facilitate che Implementation of energy conservation
measures relating to in-state energy use. This policy shall be imple-
mented by

(@) che state setting an example of vise and efficient
energy use, by designing and managing public ouildings and their
energy systems to meet app?:opriate standards for energy eificiency;

(@ providing incentives for the design -ad modification of
residential rCOMMERCIAL, AND [INDUSTRIAL! buildings to accomplish
maximum energy efficiency; and

(@) establishing mandatory energy efficiency standards for
buildings purchased or constructed with state financial assistance.

* Sec. 6. AS 46.11.040 i1s amended to read:

Sec. 46.11.040. APPLICABILITY OF THERMAL AMD LIGHTING ENERGY
STANDAPDS TO RESIDENTIAL [PRIVATE! BUILDINGS. State fTinancial assis-
tance may not be approved or granted for che construction or purchase
of a [NEW! residential [OR COMMERCIAL! building i1f construction of the
burlding begins after December 31, 1990 fISSO], unless

(11 the building is in compliance with thermal and lighting
energy standardsj

(@ the building i1s in compliance with the building code of
n municipality and the standards for thermal and lighting energy of
the municipal building code meet [MEETS1 jr cued [EXCEEDS1 the
thermal uci lighting energy ?;tcmJirds;

() che building

A iIs constructed under an .*.<ceptio
CS35HB 35S(C&RA) -fU



building code granted because the exception wilL result iIn in-
creased energy efficiency; or
®) iIs located or i1s to be Ilocated In an are
thermal and lighting energy standards .*re not justified because
of the high cost of implementation of the standards, as deter-
mined under regulations adopted by the commissioner of cocmuuity
and regional affairs; or
@ the applicant agrees, iIn writing, that the |
will be brought 1i1nto compliance with thermal and Lighting energy
standards within one year of conveyance.
Sec, 7. AS 46,11.900 i1s amended to read:
Sec. 46. 11 .900. DEFINITIONS. In this chapfar
(1) Tralternative energy system"
(A) means a source of thermal, mechanical™ or elec-
trical energy that [WHICH] 1s riot dependent on oil or gas or a
nuclear fuel for the supply of energy for space heating and
cooling, refrigeration and cold storage, electrical power,
mechanical power, or the heating of water;
(B i1ncludes
©O) an alternative energy property as de
[SEC. 48(1) (3) (A) OF THE INTERNAL REVENUE CODE (] 26 U.3.C.
18(LHAW MH1; and
(11) a method of architectural design and construc-
tion that [WHICH] provides for cha collection, storage”™ and
use of direct radiation from the sun; [AND
(iii) REPEALED]
(@) "department' _.means the Department at Coi»me~ce and

Economic Development;

(©)) "energy audit” means 1 determination and written

-9- CSSSHB 358(C&RA)



summary prepared under 42 U.C. 3216(b) [42 U.C.C. 3216(b)(1"(A),
(SEC. 215, P.L. 95-619, NATIONAL ENERGY CONSERVATION POLICY ACT)] of
(A) the energy consumption characteristics of a build-
ing, including the site, type, and rate of energy consumption of
major energy consuming systems of the building and the climate
characterizing che region where the building i1s located; and
(B) che energy conservation and cost savings likely co
result from appropriate energy-conserving maintenance and operat-
ing procedures and modifications, iIncluding the purchase and
installation or energy-related fixtures; ior purposes of this
subparagraph when a fossil fuel is the energy source, Che energy
cost savings shall be determined with reference co the projected
price of that fossil fuel over a 10-year period;

@ "financial institution” means a bank, trust company,
savings bank, savings and loan association, or credit union;

) "life-cycle cost” means the total cost of owning,
operating, and maintaining a building over 1its useful life, including
its energy and fuel costs, determined on a basis of a systematic
evaluation and comparison of alternative building systems, except that
In the case of leased buildings the life-cycle cost shall be calculat-
ed over the effective remaining term of the lease;

®) [['NEW BUILDING™ MEANS A BUILDING THE CONSTRUCTION OF
WHICH BEGINS AFTER DECEMBER 31, 1930;

(? "public building” means 1 building owned or controlled
and held by the state ior government or public use;

@) T(3)1 T'state financial assistance”™ means a loan,
Ounrnntoe, 1insurance, payment, rebate, subsidy, or other form of scate
assistance other than aid under \S 05.35.910 - 05.35.070, AS 14.11.-

190 - 14.11.135, end *S 39.60, 1including the purchase by a state
CSS3H3 358(CSRA) -10-
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agency of a loan to finance che construction or purchase of a [NEW]
residential [, COMMERCIAL, OR INDUSTRIAL] building;
® [(@©] 'thermal and lighting energy standards"
thermal and lighting energy standards
(A) established by the American Sociecy of Heating,
Refrigeration, and Air Conditioning Engineers as revised
() [(A)] by the commissioner of transportation

and public fTacilities under AS 44.42.020(a) for public

facilities; or

mec

(n [(B)] by the commissioner of communit

regional affairs for buildings and structures that are not
public facilities; or
(B) developed iIn regulations adopted
(1) by the commissioner of transportation and

public facilities under AS 44.42.020(a) for public facili-
ties; or

() by the commissioner of community and
affairs fTor buildings and structures that are not public
facilities.

* Sec. 8. APPLICATION 0O? THERMAL AND LIGHTING ENERGY STANDARDS TO
PROGRAMS FOR RESIDENTIAL HOUSING THAT IS CONSTRUCTED OR PURCHASED WITH
STATE FINANCIAL ASSISTANCE. Persons responsible for administration and
management of programs iIn which state assistance 1is provided for the pur-

chase or construction of residential buildings are encouraged to adopt and

. enforce the compliance standards and methods of AS 13.56.096(c)(2), added

by sec. 2 of this Act, within che housing programs for which they are

responsible.

* Sec. 9. This Act cakes effect immediately under AS 01.10.970(c)-

-1]- CSSSH3 358(C&RA)
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STEVE COWPER, GOVERNOR

C fill'T.or COMMUNITY & UEIUONAL AFFAIRS O PO.BOXB
JUNEAU, ALASKA 99811-2100

PHONE: (907) 465-4700

OFFICE OF THE COMMISSIONER
O 949 E. 36TH AVENUE, SUITE 400

ANCHORAGE, ALASKA 99508-4302
PHONE: (907) 563-1073

August 24, 1989

POSITION PAPER

RE; House Bill 358 - "An Act relating to thermal and lighting
standards applicable to residential, commercial, and industrial
buildings ..."

SPONSORS: Representatives Brown and M. Davis
Program Effects of Bill

House Bill 358 proposes to amend statutes that mandat > the
development of state thermal and Qlighting standards foi new

residential, commercial and industrial buildings construct, d or
purchased with state financial assistance. The bill corrects
the language of the existing statutes that Alaska Superior
Court has ruled restricts the application of the standard to
only the construction of buildings. Under this restrictive
interpretation, the standard applies to a small minority of
rural housing assistance Qloans and exempts Aiaska Housing
Finance Corporation and urban areas of the state. As a rule
state financial assistance for homes only covers the purchase
of the home by the consumer and not the constructic . by the
builder.

AS 6.11.040, AS 46.11.900(8), and AS 46.11.900(9) are amended
to include financial assistance for the purchase of new
buildings as well as construction.

AS 46.11.040 is also amended to include new 1i1ndustrial
buildings in the standard®s coverage.

Comments

The Department strongly supports this bill because it corrects
existing statutory Blanguage preventing the application of the
standard to state financed new homes.

Energy is a critical concern iIn housing for all Alaskans. The
cost of energy is usually one of the largest costs iIn terms of
homeownership. A study by the Rural Alaska Community Action
Program reported that in eight rural villages 16 to 37 percent
of families®™ 1Incomes were spent on energy, and 68 percent of
Alaskans®™ energy bills are spent on staying warm.

21-P1LH



House Bill 358
August 24, 1989
Page Two

Too often in the past, homes have been constructed that are not
appropriate to the state"s climate. While this is true
statewide i1t 1i1s particularly true 1in rural Alaska where the
1988 Alaska Rural Housing Needs Assessment reported that an
appalling 28 percent of rural homes could not maintain an
inside temper ture of 70 degrees Fahrenheit. This problem 1is
not solely in rural Alaska. During this past winter"s cold
snap, homeowners across the state experienced problems keeping
their homes warm.

An energy standard is one of the most important factors in

assuring energy efficiency iIn new homes. Most homebuyers are
not involved iIn construction decisions about the homes in which
they will live and for which they paythe heating bills. In

addition, many important energy features are difficult and not
economical to add later.

The research conducted by the University of Alaska®s Institute
of Social and Economic Research and the Department of Community
and Regional Affairs estimatesthat a home built to the state"s
standard will reduce heating bills by an average of 37 percent
statewide over a home built to current practice. For a village
in the Interior, for example, a home built to the state"s
standard would cost an estimated $2,363 in additional
construction and labor costs over a home built to HUD’s minimum
standard, but would cost $568 less to heat in the Tfirst year
and over a 30 year period would save anestimated $9,453. This
would have a simple payback in terms of energy savings of four
years. It is estimated that i1f all ofthe 190 HUD homes that
are to be builtthis year were constructed to the state
standard it wouldreduce the heating bills of the low 1ncome
families living in them by $94,000 annually. The standard 1is
economical for the urban portions of the state as well. A
recent analysis completed by the Institute of Social and
Economic Research found that iIn Anchorage 1installing R-3
windows over R*2 are as lucrative to the homeowner as an
investment in stocks or bonds paying 16.7 percent.

The Alaska Legislature recognized this iIn 1980 when they
mandated the development of a residential thermal standard and
stated that any state financed construction must meet the
standard.
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Kay Brown——-—

Alaska State Legislature
House of Representatives

TO: Representative Eileen MacLean, Chair
Community and Regional Affairs Committee

FROM: Representative Kay Brown
DATE: February 2,1990
SUBJ: SS FIB 358 - Minimum Thermal Energy Standards

Thank you for so promptly scheduling SS FIB 358, legislation that would
require future new housing built with state financial assistance after
December 31, 1990 to meet at least minimum energy efficiency standards.

The Need for Minimum Thermal Energy Standards
The arguments in support of minimum standards are compelling:

= A survey of eight rural villages found that 16 to 37% of family inco ne is
spent on energy while a 1988 "Alaska Rural Flousing Needs Asses ment"
found that 36% of rural homes could not maintain an indoor
temperature of 70 degrees during the cold winter months.

= An audit of 714 FTUD housing units concluded that "projects are being
developed that are infeasible, improperly designed, and inadequately
constructed" noting that many of the the rural housing units being
constructed were generally unsuited for the harsh Alaskan environment
(in some homes interior walls were sheathed in ice during the winter).

= The State of Alaska is the financier (and now owner through AFIFC) of
thousands of repossessed residential properties. Due to poor building
practices these REOs have required substantial funds to repair and
upgrade simply to make them marketable.

= Typical home buyers do not have -- nor can they reasonably be expected
to have -- the kind of technical expertise necessary to determine whether

During Scvslon
P. O. Box 20-26G1 P.o. BOXV
Anchorage, AK 99520-26GlI Juneau, AK 99811
(907) 272-0207 (907) 4G5-4998



Rep. MacLean/SS HB 358 Page 2

a home has been built to reasonable energy efficiency standards.

= Finally, it is far more costly (and in some cases physically impossible) to
"retrofit” a home once the basic structure is complete. Unless attention is
given to energy efficiency at the lime of initial design and construction,
significant cost-effective energy efficiency opportunities will be
irretrievably lost.

A point worth emphasizing is that under HB 358 the state minimum thermal
standards would apply only to future new homes built with state financial
assistance.

Legislative I-listorv of the Alaska Thermal Fnergv Standard

In 1980, the Alaska Legislature enacted Chapter 03 SLA 1980, legislation that
provided for the development and adoption of minimum thermal and
lighting standards (AS 46.11.010 -.900). The 1980 legislation was enacted to
ensure that new structures built with "state financial assistance” would meet
minimum energy efficiency standards. Between 1983 and 1988, the
Department of Community and Regional Affairs (DCRA) worked with a
broad cross-section of interests (builders, consumer groups, etc.) to develop a
standard for new state-financed residential construction. After literally years
of effort, DCRA adopted a proposed standard that was to be implemented last
October. However, just prior to the Standard becoming effective last fall a
lawsuit was filed that took advantage of a drafting technicality in the original
1980 law.

Briefly, the 1980 law provides that "state financial assistance may not be
approved for the construction of a new residential or commercial building”
unless the building is in compliance with applicable state energy standards
(AS 46.11.040). The plaintiffs argued for a narrow, literal reading of the law —
that the statute should limit the prohibition of state financial assistance to
direct construction lending only.

Althc ugh the original 1980 legislation had a "Declaration of Policy" section
clearly stating the Legislature's intent to establish "mandatory energy
efficiency standards for buildings purchased or constructed with state

financial assistance” (emphasis added), the language actually codified into law
only referenced financing "for the construction of" new structures. The effect
of the Superior Court ruling -- limiting the applicability of the Standard to
direct construction lending -- renders the current statute almost meaningless
since only a small portion of state financial assistance takes the form of direct
construction lending. Pending appeal to the Alaska Supreme Court,
implementation of the Standard has been enjoined.
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After the Superior Court halted implementation of the Standard last spring,
HB 358 was introduced to reaffirm the clear legislative objective of requiring
that new homes financed through AHFC meet at least minimum thermal
standards.

Sponsor Substitute for HB 358

As you know, HB 358 was introduced at the very end of last session. During
the interim | worked on the bill and developed a Sponsor Substitute that is
now before the committee. Briefly, SS HB 358:

1) explicitly reaffirms the original 1980 intent of the legislature that
minimum thermal standards apply to homes constructed as well as
financed through AHFC with state financial assistance;

2) makes it clear that the thermal standards are intended to apply only to
future new homes built with state-financial assistance homes (i.e.,
construction starting after December 31, 1990);

3) explicitly identifies several alternative means by which builders can
demonstrate compliance with the standard, including self-certification;

and

4) deletes commercial and industrial buildings from the scope of
applicability.

Assuming HB 358 passes the legislature this session, the Department of
Community and Regional Affairs would take the proposed minimum
thermal standard out for what | hope will be the final round of public
hearings and comment. If any legitimate technical concerns are identified at
that time, appropriate changes can be made.

Finally, nearly all states have some form of minimum standard. It is ironic
that, Alaska - the state with the most extreme cold-weather temperatures and
the highest heating costs in the nation - is without even minimum energy
efficiency requirements. Although it can be anticipated that there will always
be a certain faction of builders who object to even minimum requirements, it
should be noted that a significant number of Alaska homebuilders already
construct homes that meet or exceed the proposed state minimum.

For your reference, | have attached the following materials:
= a Sectional Analysis of SS HB 358;

< a listing of the homebuilders, utilities, housing professionals, local
governments, labor groups, non-profits, other organizations and
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individuals that support the need for ITB 358 and minimum thermal
energy standards;

= excerpts from letters and testimony from builders and other housing
professionals in support of HB 358 and minimum thermal energy

standards;

e a "Question and Answers" briefing paper on HB 358 and the issue of
thermal energy standards; and

= a collection of various news articles and excerpts from housing reports
documenting the need for minimum thermal energy standards.

I look forward to the hearing on Tuesday. If you have any questions
concerning HB 358, please let me know or contact Eric Myers of my staff at

465-4998.

attachments
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SECTIONAL ANALYSIS
SS HB 358 - Minimum Thermal Energy Standards

Section 1. Amends the existing "General Powers" provisions (AS 18.56.090) of the
Alaska Housing Finance Corporation (AIIFC) to clarify that new homes financed
with AITFC mortgage loans must comply with minimum thermal standards.

Section 2. Amends current AHFC statutes (AS 18.56.096) to provide that the
corporation may not finance new homes constructed after December 31, 1990 unless
the building meets minimum thermal energy standards.

Specific means are identified by which builders can demonstrate compliance with
the minimum thermal standard. Alternatives are provided, including:

= self-certification, provided the contractor provides evidence of having
completed the Alaska Craftsman Home Program;

= an engineer's, architect's or building inspector's certification that the standard
has been met, provided the person making this certification has completed the
Alaska Craftsman Home Program;

< where a local government has an equivalent or higher thermal standard
within their code, a copy of the Certificate of Occupancy stating compliance
with the local code;

= a showing that the home has received a "four star plus” rating from Energy
Rated Homes of Alaska; or

e another method approved by the Commissioner of the Department of
Community and Regional Affairs in consultation with the Executive Director
of AHFC.

Section 3. Technical correction; conforming amendment resulting from the
numbering changes in Section 1.

Section 4. Technical correction; conforming amendment resulting from the
numbering changes in Section 1

Section 5. Amendment to the original Declaration of Policy section to delete
"commercial and industrial” buildings.
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Section 6. Amendment to existing law (AS 46.11.040) to clarify that "state financial
assistance" includes the purchase of new homes (i.e., home mortgages financed by
AITFC) constructed after December 31,1990. Clarification of existing language to
provide that a building is considered to be in compliance with the state standard if it
complies with a local building code that is at least equivalent to the state minimum
thermal energy standard.

Section 7. Amends the definitions section applicable to the chapter. Changes are
made to reflect proper citations for the federal tax code and referenced federal law.
Because "new building" is defined in context (see Section 2), the existing, separate
definition is repealed as redundant. Clarification of the statutory authority of the
Department of Community and Regional Affairs to develop the thermal standards
for new residential homes built with slate financial assistance and for the
Department of Transportation and Public Facilities in the case of public facilities.

Section 8. State housing programs other than those administered by AHFC are
directed to adopt the compliance methods identified in Section 2.

Section 9. Immediate effective date.
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HB 358 - Minimum Thermal Energy Standards
Endorsements and Statements of Support

Alaska Center for the Environment

Alaska Community Development Corporation (Anchorage)
Alaska Federation of Natives

Alaska Health Project

Alaska Housing Finance Corporation

Alaska Housing Policy Development Committee
Alaska Public Interest Research Group

Alaska Runl Electric Cooperative Association
Alaska State AFL-CIO

Alaska State Employees Association

Alaska Village Electric Cooperative

Alaska Wilderness Alliance

Alaska Wildlife Alliance

Alaska Window (Fairbanks)

Alaska Chapter Sierra Club

Analysis North/Alaska Utility Consumer Advocate
Anchorage League of Women Voters

American Lung Association of Alaska

Anchorage Daily News

Anchorage Neighborhood Housing Services, Inc.
Anchorage Recycling Center

Architects Bisset/Simansko (Anchorage)

Arctic Technical Services (Fairbanks)

Barrow Utilities and Electrir Cooperative
Brandywine Homeowners Association (Eagle River)
Cedar Park Condominium Association (Anchorage)
Chugach Electric Association (Anchorage)

City of White Mountain

City of Brevig Mission

City of Nome

City of Koyuk

City of Shishmaref

City and Borough of Sitka

Denali Citizens Council

Dick Mueller Realty, Inc. (Kenai)

Dinyee Village Corporation (Stevens Village)

Dory and Associates (Nome)

Ester Construction (Fairbanks)

Fairbanks North Star Borough

Golden Valley Electric Association (Fairbanks)
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Greenpeace USA

Kotzebue Electric Association

ITeat Loss Analysis, Inc. (Anchorage)

Home Energy Service (Juneau)

Kachemak Bay Conservation Society

Kodiak Island Mayors League

Low-Income Weatherization Policy Advisory Committee
McGlothlin Balivet Co. - Architects & Planners (Anchorage)
National Audubon Society

North Slope Borough

North and Northwest Alaska Mayors Conference
Nushagak Electric Co-operative, Inc. (Dillingham)

Older Alaskans Commission

Older Persons Action Group, Inc.

Raj Bhargava Associales/Enginering in Alaska (Anchorage)
Rotecki, Bill (Ketchikan)

Rural Alaska Community Action Program

Second Annual Rural Energy Conference Resolution

S.I.H. Inc. Weatherization (Fairbanks)

Southwest Alaska Municipal Conference

State of Alaska Energy Policy Task Force

Thermo-Kool of Alaska, Inc. (Anchorage)

Thompson, Davia (Fairbanks)

Tlingit & Haida Regional Electrical Authority

Trustees for Alaska

U.S. Department of Housing and Urban Development
Western Alaska Building and Construction Trades Council
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Builder and housing Professional Comment

in supportof
FIB 358 - MINIMUM THERMAL ENERGY STANDARDS

AHFC has been committed to the development of energy standards for new
construction. Staff members have been working with DCRA from the very
outset. We served on the Advisory Committee which assisted in the
development of the recommended standards.... We believe the standards are
a necessity to help ensure a better housing stock for Alaskans as well as
provide homeowners with the potential for lower fuel bills.

Tom Behan, Executive Director
Alaska Housing Finance Corporation

The Alaska State Legislature should enact legislation to restore clear legal
authority for the implementation of appropriate minimum thermal
standards, based on regional differences, for newly constructed state-financed

housing.

Housing Policy Development Committee
Alaska Housing Market Council

At Anchorage Neighborhood Housing Services we have had many occasions
to inspect housing units as part of our requirements for lending and in
conjunction with our construction assistance programs. There exists a great
need for improvement to minimum thermal standards in most of the

existing housing stock in Anchorage.

Cynthia A. Parker, Executive Director
Anchorage Neighborhood Housing Services, Inc.

4s a builder of energy efficient homes in the Fairbanks area for many years
which without exception exceed the State Energy Standard, | feel that [HB 35S]
will tend to put conscientious Alaskan builders on an even playing field with
the fly-by-night contractors from outside who don't know how to build in
this environment and, in some cases, don't care.

Mike Musick
Ester Construction
Ester, Alaska
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As a builder, I am intimately familiar with what it takes to build

appropriately for the Alaska climate. I know we can do better for the people of
Alaska than we have in the past.... My own building practices meet or exceed
the State minimum energy standard. Other builders should be doing the
same.

Ralph W. Brodin, Owner
EE/CC General Contractors
Girdwood, Alaska

During the past two years | have built several homes in the Homer area that
meet or exceed HB 358's energy standards. | counsel every one that | build for
that an energy efficient house is not only healthy and comfortable but also a
good investment because of energy savings.

David Ellington
Ellington Construction
Homer, Alaska

As the American Institute of Architects/Alaska Chapter representative on the
Advisory Committee for the [state staiidard] | was impressed by the
participation of all Alaska building industry’s sectors.... [The standards] are
reasonable and reflect logical and climatic conditions for each region of the
State.... Too often builders have sought short term practices through the use
of inadequate bi. *ding practices at the expense of long term operation and

maintenance costs.

Robert Balivet, AIA
McGlothlin Balivet Co. - Architects & Planners

Anchorage, Alaska

/ am an architectural designer and have been involved in the design and
construction of several homes that exceed the minimum energy standards. |
am very knowledgeable about the building science and practices that ensure a
comfortable, healthy, and energy efficient home. | am also aware of the very
slow pace in which the building trades adopt new methods and materials... In
order to improve the comfort and quality levels of our housing stock, we
simply need HB 358.

James A. Dory
Dory and Associates
Nome, Alaska
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As a building official of a major Southeast Alaska community, 1 have been
involved with the entire public development of the standards ... [1The
standardsl are technically sound, reasonable in their scope and practical in
their nature and application.

Harry Chartier, Building Official
City and Borough of Sitka

[T]he minimum insulation requirements between the proposed State of
Alaska "Energy Standard™ for gas heated dwellings in Ithe] Anchorage area
and HUD's MPS [Minimum Property Standards] are nearly identical. The
major differences between the two is the state proposes to quantify acceptable
infiltration losses and ventilation requirements. We believe that this is a
positive step in establishing building performance criteria.

Arlene Patton
U.S. Housing and Urban Development
Anchorage Office - Region X

ITlhere must be some inducement to encourage builders to maintain certain
standards since businesses tend to stay with the old easy less expensive
methods. We are just finishing a new home built to meet or exceed ACHP
[Alaska Craftsman Home Program] specs which are more stringent than the
proposed State standards.

David T. Thompson
Fairbanks, Alaska

The lack of thermal standards in the past provides the Low-Income
Weatherization Program here in the Fairbanks North Star Borough with a
seemingly endless suj ply of rapidly deteriorating high-energy-usc
dwellings...in need of so much more than the [weatherization] program can
provide that the measures often become a band-aid approach to a terminal
wound.... There is no reasonable excuse to perpetuate the supply of
inadequately constructed buildings.

Robert Maxwell
S.I.H., Inc. - Weatherization
Fairbanks, Alaska
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The average homebuycr knows very little, if anything, about energy efficient
home design.,.. Yet they will live in these homes and pay the bills for them
ever after.... In our design practices we always strive to meet or exceed the
Slate minimum energy standard. Other architects should be doing the same.

Ronald Bisset and Andrew Simnsko
Architects Bissclt/Simansko
Palmer, Alaska

I view this legislation IHR 3581 as critical to the future of our states building
industry in that it will enable Alaska residents to finally receive thermal
value in housing that is appropriate to the diverse climate zones of our great
state. As a member of the Nati nal Association of Home Builders (NAHB) |
am aware of attempts by many of our members to stall implementation of
these standards and wish to clarify that there is not in any way a consensus to
this effect.

Philip Louden
Arctic Technical Services
Fairbanks, Alaska

As a four year member of the Alaska Home Builders Association, | would
like you to knoiv that | support the Thermal Standards as written and their
original intent. One of the reasons | especially liked the original
implementation of the Alaska State Thermal Standards is they zvere not
mandatory [and only apply to housing USING] Alaska public fi ids.

C.R. Deer
Alaska Window
Fairbanks, Alaska

Even though the standards will eventually help the ‘onstruction trades, the
industry is taking a short-term viewpoint by delaying implementation....
[further delay] is really unnecessary and only focuses on special interest
groups who voice objections... Once again, Alaska is lagging behind the
nation in implementing a rational energy policy.

Raj Bhargava, MSME
Raj Bhargava Associates - Engineering in Alaska
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Questions and Answers
SS HB 358 - Minimum Energy_S!'nndnrds

Why is a minimum thermal energy standard needed in Alaska?

Energy consumes a substantial fraction of Alaska family income. A survey of eight
rural villages found that 16 to 37% of family income is spent on energy while a 1988
"Alaska Rural Housing Needs Assessment" found that .36% of rural homes could
not maintain an indoor temperature of TO degrees during the cold winter months. A
recent audit of 714 HUD housing units concluded that "projects are being developed
that are infeasible, improperly designed, and inadequately constructed.” The audit
found that in some homes interior walls were sheathed in ice during the winter.

Apart from lower monthly energy costs to individual consumers, the state also has a
substantial equity interest in the quality of state-financed housing. Inadequate
insulation or an improperly installed vapor barrier can result in severe structural
damage. Substam al funds have been required to repair and upgrade state
repossessed homes just to make them marketable for resale. The state's equity
investment in future homes would be better protected with minimum standards to
ensure quality construction.

Finally, most homebuvers don't have the kind of expertise and technical knowledge
to properly evaluate the quality of a building when purchasing a new home. For
many people a new home is the single most significant investment a person will
make. A thermal energy standard will help ensure these homebuyers will receive at
least a minimum quality of construction.

Do other states have minimum thermal energy standards?

Yes. In fact, nearly all states have some form of minimum thermal energy standard
according to the most recent survey by National Conference of States on Building

Codes and Standards (1989).

Would SS HB 35S require thatall Alaska homes be built to the state
minimum standard?

No. Cnly new homes developed with state financial assistance constructed after
December 31, 1990 would be required to meet the state minimum thermal standard.
Homes built "out of pocket" or financed without state funding would not be subject
to the state standard.
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Can Alaska builders meet the proposed state minimum thermal standard
and still be competitive in the market?

Yes. A significant number of Alaska builders already meet the proposed state
minimum standard. Moreover, there are 70 new homes statewide (a substantial
fraction of total new housing starts) being developed to meet the much higher
standards of the Alaska Craftsman Home Program (ACHP). Builders from various
regions of the state have expressed support for HB 358 and the proposed state
minimum standard. Adoption of a minimum state thermal standard would have
the effect of putting builders on an "even playing field."

To put the proposed state minimum standard into perspective, for Anchorage gas-
heated homes, the minimum insulation requirements under the proposed state
standard are nearly identical to ITUD's Minimum Property Standards (MPS).
Significantly higher insulation levels are called for in the most recently published
industry recommended standard published by the American Society of Heating
Refrigeration and Air-Conditioning Engineers (ASHRAE, March 1989 - 90.2P).

Would meeting the minimum standard increase the cost of new homes?

A number of builders already meet or exceed the proposed state minimum;
implementation of the standard would have essentially no impact on these
builders. Other builders not presently meeting the standard would experience a
slight increase in construction costs.

The incremental costs to meet the standard have been carefully evaluated and
independent private sector cost estimai ng firms were used during the formulation
of the standard. In general, those builde -s that are not already meeting the
minimum standard could experience a -5 % increase in costs compared to
"typical” construction practices during t. 1"boom" real estate years of the early
1980s. For a typical 1,320 square foot An. lorage gas-heated house, incremental costs
would be approximately $1,000 to $1,350.

If the proposed state thermal standard cost-effective?

Yes. A recently updated economic analysis showed that even in Anchorage with
relatively low-cost natural gas a home built to the proposed minimum standard
showed energy cost savings substantially in excess of added costs. Based on a
representative 1,320 square foot home, this analysis evaluated the homeowner cash
flow (incremental costs vs. energy savings) to determine the economic merit of the
conservation measures. Because interest paid on a home mortgage is tax deductible
and utility payments are not, the after tax present value (i.e., cost) of the mortgage
payments is only $1,033 and the overall net positive value (i.e., net cost savings) to
the homeowner is $611, an extraordinary investment value by any measure.
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Is energy efficiency recognized in the Alaska housing market?

Yes. The best demonstration of demand for energy efficient housing is provided by
the fact that approximately 70 new Alaska Craftsman homes, are currently under
development. These homes are extremely energy efficient, far exceeding the
proposed state minimum standard, providing solid evidence of market demand for
energy efficient housing stock.

Evidence of consumers recognizing a "resale premium" for energy efficient homes
comes from a recent survey of AHFC home sales prepared by the Institute for Social
and Economic Research (ISER 1988). Controlling for the houses' age, size, features
and location, this study evaluated the sale price differences between homes heated
with electricity vs. natural gas. The study found that the lower cost gas homes sold
for about 15% more than comparable electric homes, indicating that the Alaska
marketplace is well aware rf energy efficiency and utility costs as a factor in
homebuying.

Finai /, there is also indirect evidence of a "resale premium” for eneigy efficient
homes from a 1988 Canadian market survey of several matched pairs of Canadian
energy efficient R2000 homes. This study found that the R2000 homes commanded a
resale premium of about $5,000 (4.6%) on an average price of $108,0J0 (LeBlanc &
Associates).

Are there financial incentives to encourage the construction of energy
efficient homes?

Yes. In fc.ct, the major Alaska lending institutions have developed a financing
program that specifically rewards the purchasers of energy efficient homes, in
recognition of the lower monthly utility costs associated with energy efficient
homes, the Alaska Housing Finance Corporation (AHFC), the Federal National
Mortgage Association (Fannie Mae), the Federal Home Mortgage Corporation
(Freddie Mac), VA, FHA and the DCRA Housing Assistance Loan Program will all
gualify a homebuyer for higher mortgages than would otherwise be possible.

Through the Energy Rated Homes of Alaska (ERHA) progr .ders will
allow a homebuyer to qualify for a higher loan by increasing ,, =..... , IMe debt-to-
income ratio in recognition of lower monthly utility costs. Under the ERHA
program the buyer of an energy efficient house will qualify for an additional 1-2%
on his/her debt-to-incoine ratio (i.e., increased from 28% to 29-30%). With a 5*1,000
income, this means a home buyer would qualify to borrow an additional $4,800 -
$9,400 above the amount allowed for less efficient homes. The proposed state
minimum thermal standard is equivalent to a "4 star plus” ERHA rating and will
qualify homebuyers for the larger mortgage. Thus, by buying an energy efficient
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home, the homeowner can "afford more home" with the same income and also
lower monthly utility costs.

In addition, the Department of Community and Regional Affairs has provided
incentive demonstration grants to builders to encourage the construction of energy
efficient homes. Most recently, the department has developed a special loan "buy
down" program to encourage the construction of homes to meet the state standard.

Are indoor air quality concerns addressed by the proposed state standard?

Yes. The indoor air quality issue was specifically addressed during development of
the proposed state standard. A technical advisory committee was established which
included representatives from the American Lung Association, local government
building officials, private sector building professionals and representatives of the
homebuilding industry. As a result of the advisory committee work, a consensus
proposal was recommended by the committee and adopted by DCRA calling for a
minimum ventilation standard of 0.5 air-changes-per-hour (ACH) to assure indoor
air quality. By way of comparison, the proposed state ventilation standard of 0.5
ACIT calls for somewhat more ventilation than the industry developed standard of
0.35 ACH recommended by the American Society of Heating Refrigeration and Air-
Conditioning Engineers (ASHRAE). Moreover, because there are presently no
specific ventilation requirements for new homes under present state law, adoption
of the proposed state standard, which specifically addresses ventilation concerns,
will help ensure that future homes have adequate supplies of fresh air.

Both the American Lung Association of Alaska and the Alaska Health Project,
organizations specializing in occupational and environmental air quality concerns,
have expressed support for the proposed state standard.

Hozv would the standard be implemented?

SS HB 358 identifies several specific alternative options for builders to show
compliance with the standard:

= Contractoi self-cerlification. including proof that the contractor has completed
the Alaska Craftsman Home Program training program or its equivalent;

= Showing that the home had received a "four star plus” rating from Energy
Rated Homes of Alaska;

< In a community where the local government has a building inspection process
which embodies the standard within their code, a copy of the Certificate of
Occupancy stating compliance with die code; or
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< An engineer's, architect's or building inspector’s certification that the standard
has been met, provided the person making this certification has completed the
Alaska Craftsman training program or its equivalent; or

Hozo does the proposed state minimum thermal standard compare to the
Alaska Craftsman Home Program (ACHP)?

In contrast to the state standard, which was developed as a minimum standard, the
Alaska Craftsman Program has developed energy standards which are much higher,
optimum Alaska standards. Fundamentally, the ACHP provides education and
technical assistance in the area of energy efficient design and building.

Is the proposed state thermal standard flexible?

The proposed minimum thermal standard is "regionalized" to recognize the
different climatic conditions around the state. The standard also assures flexibility
for the builder by allowing a choice among any of three different ways to meet the

minimum standard:

Prescriptive Method - the easiest method of all, this method identifies certain
mandatory design measures and minimum insulation levels.

Performance Method - this method allows the designer to "trade off" certain
requirements against one another (e.g., window area vs. insulation in the walls).

Building Bu Method - total design flexibility is provided to a builder using
this method v..min a total "heat loss budget" (BTUs lost per square foot).

State statute also provides for waivers in the event that a specific measure can be
shown to be not cost-effective (AS 46.11.040).

Is there public supportfor an Alaska minimum thermal energy standard?

A broad cross-section of builders, industry professionals, utilities, consumer groups,
unions, non-profits, local governments and individuals have all expressed support
for Alaska minimum thermal energy standards.

Has the building industry been involved in the development of the
proposed state minimum thermal energy standard?

Yes, extensively. Dating back to 1983, representatives of the homebuilding industry
have been directly involved in the development of the proposed standard. An
advisory committee was established that included representatives of the Alaska
State Homebuilders Association (ASHBA), the Alaska Mortgage Bankers
Association and the Alaska Association of General Contractors. The advisory
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committee reviewed every phase of the research and analysis during development
of the standard. Throughout the standards development the Building Industry
Association of Anchorage (BIAA), the Anchorage chapter of the ASHBA, was
provided the opportunity to comment on technical issues. Numerous specific
compromises and changes were made at the request of the building industry. In
October of 1986, BIAA representatives met with then-DCRA Commissioner Emil
Notti and indicated that, although certain members of the organization would likely
dissent, the BIAA could accept the proposed standard. As predicted at the time,
certain builders remain opposed to the idea of a minimum standard.

Why was the state minimum energy standard enjoined by the Court?

Just prior to the proposed stale standard became effective a lawsuit was filed that
took advantage of a drafting technicality in the original 1980 law. That original 1980
law mandates that "stale financial assistance may not be approved for the
construction of a new residential or commercial building” unless the building is in
compliance with applicable state energy standards (AS 46.11.040).

The plaintiffs argued for a narrow, literal reading of the law - that the statute
should limit the prohibition of state financial assistance to direct construction
lending only. Limiting the applicability of the Standard to construction lending
renders the standard almost meaningless since virtually no state financing involves

direct construction lending.

Even though the original 1980 legislation had a "Declaration of Policy" section
clearly stating the Legislature's intent to establish "mandatory energy efficiency
standards for buildings purchased or constructed with state financial assistance"
(emphasis added), the language actually codified into law only references financing
"for the construction of" new structures. The lawsuit successfully exploited this
drafting oversight in the Superior Court.

SS HB 358 was introduced to reaffirm the Legislature's clear intent in 1980 to have a
minimum thermal standard apply to all new homes purchased or constructed with
state financial assistance.
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Report says federal housing
for Alaska Natives Is a mess

By GEORGE FROST
Daily Nows reporter

A federal housing pro-
gram for Alaska Natives is
riddled with waste, and
many of the homes built
since 1975 are unsafe, sub-
standard and ill-suited to
harsh arctic conditions, ac-
cording to a study released
Tuesday by a federal hous-
ing Inspector.

The program, adminis-
tered by the Department of
Housing and Urban Devel-
opment, is so poorly run
that it must be considered a
failure, said Rich Nygaard,
regional inspector general
for the Department of Hous-
ing and Urban Development.

“Despite more than 14
years experience. HUD has

not provided Alaska Natives
with decent, safe or afford-
able housing. Design and
construction defects, de-
ferred maintenance and poor
housekeeping continues to
create safety and health haz-
ards for Alaska families,”
he said.

Local HUD officials dis-
agreed strenuously with
many of the audit findings.

“We feel the audit report
Is completely flawed and
does not cover what they
said they were covering,”
said Arlene Patten, acting
HUD manager of the An-
chorage office. “It is based
on a false premise and a
misunderstanding of the pro-
gram.”

Patten said the audit fo-

cused on projects built in the
late 1970s and early 1980s
startup phase of the pro-
gram and “does not show
the substantial improve-
ments.”

"Since then, most of these
things have been corrected
and the homes are no longer
substandard,” she said.

VI think the program is
trying to meet the need of
the regional Bush people of
Alaska, and without that
program there would be no
housing out there for them.”

More than $300 million
has been spent to build 3,290
single-family homes under
the Alaska Mutual Help
Home Ownership Program.

Please see Back Page, HOMES
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The Alaska program, part of
a nationwide Indian housing
system, gives low-income
Native families an opportu-
nity to purchase their own
homes. They pay whatever
they can afford, and HUD
makes the remainder of the
loan payments.

Of all the homes built
since 1975, more than six of
every 10 have been either
tl"e subject of a lawsuit be-
cause of poor construction or
have required extra HUD
funding to correct those
problems, according to the
detailed, 141-page report.

An inspection of 207 of
the 714 newer homes built
since 1984 showed that al-
most all had serious prob-
lems. All 207 had defective
foundations, Many of the
homes rest on primitive
pads that are unsuitcd for
the fragile tundra, subject to
summertime floods and
fierce winter storms.

Fifty-seven had broken or

deficient furnaces, stoves
and other mechanical
systems.

"In some projects, home
and basic sanitary mainte-
nance was quite limited and
others nonexistent,” the
study said.

A series of inspections in
villages throughout the Bush
turned up numerous safety
hazards: broken stairs and
porches, tottering founda-
tions, and electrical hazards
from improperly installed
lighting fixtures, the audit
said.

Some families use Cole-
man camping stoves to cook
their meals because their
regular stoves are broken or
they can't afford propane
cylinders that fuel them.
Others burn creosote-soaked
driftwood for heating, an-
other potential hazard.

Nine of 50 homeowners in
one village reported that
cracks in the flooring of
their homes allowed winds
to "enter with such force
that it raises the vinyl floor-

ing off the floor, creating an
effect like walking on pil-
lows."

And in wintertime, interi-
or walls are sheathed in up
to 4 inches of ice, the audit
found.

HUD contracts with 13
different Indian Housing
Authorities, most of them
subdivisions of local govern-
ment or Native corporations
and agencies, to run the pro-
gram.

William Nishamura, re-
gional HUD administrator
for Alaska, disagreed that a
majority of homes are sub-
standard. The audit ignored
the complexities of building
in the Arctic, he said. Build-
ing standards and materials
are not yet perfected for
Alaska.

Nishamura laid blame for
many of the problems at the
door of the Native housing
agencies. Building sites are
chosen by the Native agen-
cies, which also provide the
soils engineers, architects,
planners and builders, he
said.

A majority of problems
cited in the report are
caused by poor maintenance,
not poor design or construc-
tion. And it is the responsi-
bility of Native housing
agencies to train homebuy-
ers how to maintain their
furnaces, stoves and founda-
tions, not HUD's, he said.

John Guinn, executive di-
rector of a Bethel-based
housing agency run by the
Association of Village Coun-
cil Presidents, agreed with
many criticisms in the audit
but said the program was
not a failure.

"I disagree that it’s not
working. It’'s been very ef-
fective in providing housing
for the needy. The program
just needs somebody at
HUD who is willing to stand
up for what we need.”

Guinn said the housing
program operated at a furi-
ous pace in the early 1980s,
and mistakes were made.

"A lot of it was finding a
contractor who knew how to

build in rural Alaska,"” he
said. "And a lot of (housing)
directors didn't have con-
struction experience. We
were playing catchup. |
think our housing authori-
ties built over 400 in one
year.

"We were building so fast
there would have been prob-
lems in construction and in
HUD oversight."

In the early years of the
program, homes were built
to Lower 48 standards, he
said. "There were not ade-
quate furnaces, not ade-
quately insulated. They
(HUD) don’t realize that"
when it’s 30 below and blow-'
ing 100 outside you have got
quite a wind-chill factor.”

The Native housing agen-
cies are repairing many of
the problems and training
families in basic mainte-
nance, he said.

"They are all being re-
paired. We will authorize j
$25,000 or more per house m
for new furnaces, doorSTIn-'1
sulation."

A problem that all .con-
cerned agreed on was a
shortage of money for the
program, and an unrealistic
"cap" of $92,200 that,can be
spent for any one home.

That money must stretch
to pay for "planning,jarchi-
tecture, a soils engineer,
shipping, construction, ev-
erything,” Guinn said. "In
many cases in remote .vil-
lages it is not enough to do
the job, so at some point you
have to cut comers." "’

"When you get out to
some of these remote tundra
villages, gravel is like gold,”
he said. "You can’t afford to
fly it in. A couple years
down the road the house
starts moving.’! !

Guinn said that HUD
signs off on every'home that
Is built, and "“ibmeplace
along the line | think some- 1
body in the HUD” sVptehi;
should have had tfce-Imestl-"
nal fortitudeJaVs>"/tijJs
foundation eswonjt *yrorkor”
this heating system Isih’'t ad-'
equate."
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Energy costs drain the rural economy

By DAVID G. HOFFMAN

In mostrural Alnsknn communitiesen-
ergy cnsts are plncing n serious strain on
the local economy, this burden is illus-
trated by research showing that rural
Alnskans spend between 16 percent and
37 percent of their family incomes on
energy bills. In Anchorage energy costs
take only two or three percent of n per-
son's paycheck.

Localgovernmentsnrcfeeling the pinch
too, os the result of the downturn in the
states economy combined with cuts in
federal funding.Mnnyrurnl communities
have facilities thut they can no longer
ndord to heat or maintain.

Alaska is oneofonly three states in the
union without an energy standard for
home construction, e nd nil toooflcn homes
built hero simply do,, t measure up to the
climate and states energy costs.A Depart-
mentofCommunity and Regional Affairs
Rural Housing needs assessment found
that 28 percentof homes in rural Alnskn
could not .maintain a healthy indoor air
temperature of 70 degrees Fahrenheit
during the long winter months, regard-
less of how well the furnace or woodslove
is burning.

The wretched condition of rural hous-
ing was underscored in the Federal Hous-
ingond urban Development'srecentnudit
ofit’s rural housing program. HUD audi-
tors determined that rural housing proj-
ects “nre being developed which nre in-

feasible, improperly designed and inade-
quately constructed.1

This can be seen in the Northwest
Alaska community of Golovin, whero a
low income family living in a 400 square
foot home uses a baiTel of heating oil a
week and still cannot achiove a comfort-
able temperature.

Answers are not hard to find

An obvious solution would be to con-
struct homo thatcan withstand the rigors
ofnn Alaskan winter and have affordable
heating bills. It’s now possible to con-
struct homos that nre comfortable and
healthy, and can be heated for less thnn
$300 a yenr. The departmentofCommu-
nity and Regional Affairs recently an-
nounced the award ofa grant to build 13
such “supcrinsulnted" homes in Golovin
next summer.

Tire Alaska Craftsman | lome Progrnm,
also sponsored by the Department of
community nnd Regional AfTnira, encour-
ages the construction of such homes by
offering training nnd technical assistance
to contractors, lending institutions nnd
home builders. Over 50 homes across the
state nre now being constructed to the
program’s voluntary standard. But vol-
untary standards nre not enough.

Energy standard needed
In addition, the state needs to imple-
ment an energy standard for homes thnt

have been purchased with state financial
assistance. The department has devel-
oped g standard geared to the different
regions of the state to reflect Alaskn’ di-
verse climate, energy expenses, nnd con-
struction costs. Implementation of the
standard is being delayed, however, by a
legal challenge from a small group of
urban contracts.

Rep. Kay Brown, D-Anchoroge, has in-
troduced legislation (House Bill 358) which
addresses the legul issues raised by the
suit, to denr the way to implement tho
standard.Alusknns deserve homes that
are comfortable, healthy nnd affordable
to heat.

Another olution would be to retrofit
community facilities so they could have
healthy temperatures and be less expen-
sive to maintain. For example, it is pos-
sible to reduce n building's henting costs
an average of60 percent through remod-
eling it to so-called “superinsulntion”
values. New energy-efficient light bulbs
can provide the some amount of light
while using35percent]css electricity nnd
last four times longer than Btnndnrd light
bulbs.

These nre not pie-in-the-sky dreams.
Down to earth examples can be found in
Tununnk where the village clinic was
superinsulnted, reducing the annual
$4,000 heating bill to $1,100. a Mnt-Su
Valley home will be heated by its wnter
henter after it is retrofitted through the

Alnskn CrnftsmnnHome Progrnm.Alight-
ing retrofit in Nikolai cost $2,246 and is
expected to net a $1,151 savings in the
firstyenr.

Everybody benefits

The Low Income Wcatherizntion Pro-
grnm assists those Alaskans whonre least
able to afford high energy bills, 'llio hint-
ing expenses for needy Alnskans partici-
pating in the pro(frnm havcbeen cut by an
nveragcof25 percent after receiving Inane
improvements such as Additional insula-
tion, repairs to cracked walls nnd instal-
lation of efficient henting systems. This
progrnm makes particular sense for rurnl
Alaska with its high energy costs, severe
weather nnd high incidence of substan-
dard housing.

Energy programsstrengthen local com-
munities by reducing the operating costs
ofhomes nndcnmmunity facilities,ensur-
ing long-term finnncinl savings. And be-
cause the lalwr skills needed to make the
improvements nre ensily attainable in
each community, sorely needed jobs are
created, it’s a combination thnt makes
sense for rurnl Alnskn.

(David G. Hoffman is the Commissioner
of the DcfKirtment of community and
Regional Affairs, which is responsible for
energy conservation and ucatherirotion
programs in the state.)
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HOUSING PHYSICAL CONDITION BASED ON INSULATION

In the following table, percentages of houses with attics and walls of
different R-values are listed bv region. R-values refer to the level of
insulation, One inch of batt insulation is approximately equal to R-3. For

example. R-38 is equivalent to 12 inches of batt. ard R-L9 is equivalent to 6
inches of batting.

Insulation Levels in Percentages:

----- A TtiC.iiieei, eee\Walls---- Can't Maine
R<P.I R<R19 R<R22 R<RJ0 R<R38 R<R1ll R<R19 70 dee F

Ahtna 15X 51X 78X 80% 96X 221 69% 561
Aleut 23X 36X 50% 65X 76X 231 45X 16 X
Arctic Slope oX 6X 19X 36X 56% IX 18% 3%
Bering Sts 14X 29X 89X 94% 97% 11X 41% 67%
Bristol Bay 14X 39% 76% 78X 90% 19% 52X 221
Calista X 34X 68% 111 111 11% 78% 41X
Chugach 16X 26X 47X 56 X 71X 20% 52X 15%
Cook Inlet X 22X 52X 71X 111 10X 621 12%
Doyon 4X 18X 47% 74X 79% 11% 651 40X
Koniag 2% 11% 17% 18X 20% W 63 % 211
NANA 25X 25% 50% 50X 50% IX 261 72X
Sealaska 12X 55X 93 X 95X 911 15X 81% 41%
TOTAL 9X 29% 58% 69X 161 12% 511 36%

According to the 1986 Energy ConservationStandard For New Residential
Buildings published by che State DCRA O ffice of Energy Programs, the minimum
prescribed insulation requirement for ceilings is R-38, except in Arctic Slope
where che ceiling requirement is R-52. The minimum prescribed insulation
requirements for walls are R-21 in Sealaska; R-18 in Aleut, Chugach,” Cook
Inlet, and Koniag; R-25 in Ahtna. Bristol Bay. Calista, and Doyon; R-30 in

Bering Straits and NANA and R-35 in Arctic Slope.

Houses with attic R-values less than R-38 range from 71% co 97% in nine of
che regions, and more than half of the housesin two more regions. Houses
with wall R-values less than R-19 range from 41Xto 81% in all but two region.
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ALASKA 500: 10-year-old federally financed houses now talllergIgNgPart

tA#* bousw. in#v wvrv think-
inf of the Lower «= ilfl
Kobut i wile. Kplhfftflt

m#r are not built lot Alta-

Andrew And Esther Otten.
iht Kobusl nnaabor* nave
euikrtl up moil of the rrarkt
«atheir iBitif| aHa Out Cha
Mutter * at th* e'eod mil
(mm (lit nwiiitir? to th#
<4ivinj rwun paneling
The Oitens nung up a tap-
airy in »p» tout* proclaim*

t0] M™Mom* Strrl Homo '
But kndrvw Ottm said ho
tiimelimet  ha*  terond

thoughts at-nut trio federally
IInirvr'] housing

My bid house used 10 to
warmer 1! had two *oomt
And it didn | u»* that mueh
oil ’

The Alatee "100 home*
r.o« hold ih infamous niche
m the huton *1 a gargantuan
federal effort io crtn* modem
housing to AiilKl |
The frdrnJ Deparnr.eoi of
Housing and LrhAn Develop-
ment - aork.ng .*r]ely
through regional housing au-
thorities - nas »p*«i more
ttuo 1100 million *o tuild
more than <M) *ouse* In
nril Alaska

The program hat sought to
improve the living condition*
of Aliui Native* br novmf
them out of overcrowded
iakii end robins *nd into
tr.ora ipae;ou». oetter built
housing Afcerever mvwwuble.
the houses vert hooaed up to
r.tsr sewer And mater svtieni*
deveiooed re ’'he Piblie
Health Service V  ittn men
became r.ome buyer* obligat-
ed to mae* modest monthly
paymenta tr.at eventual al-
.aw them to UBt title to their
bouse*

Todiv the program n eear-
ie 20 vein oid And tu> re-
placed much of the mrunark-
ie old bousing ia lhe Bush By
“liar yardsticks it cao bo
maiutvAe»alurmi

In recent tear*. 4*tfui*rti
hove tdApted innovative iaiu-
Ution systems. loundAtion de-
i.gns Abd ccosirxtton ‘ech-
oiquet to create a new
generation of publtc housing
Some of these homot Buffer
from design defect*, but most
ere better Able to withstand
the r.gon of Alaiaat pome-
fnm And suo-erro <*oid ‘hen
the cAiiy bousing of the 77>t

A* oeencrowding Sit do*
cre*j*< to* modenc* of tu*

bemilosls. owew e mejoe kiU-
ef. hei declined And life
etpeciAhcte* hove increased
Better housing he. helped
Alow ihe rural migration to
ritirn In mane village*. popu-
lations heve ittbillied or be*
in to tnaeeae. laid Miller
rl‘mon. director of the federal
hqysing profrmm lo Anchor*

But the profrom h*l e
miked If|*cy (Aleormni bow
lo build (ood hvuktnf. the
lovemment h*A flnenced a lot
of bed And ouny people ere
tttl) living in the mutAket of
the pen. leddled wilh Mf*
ling foundettoni And fuel
hilli they taa ill Afford to

to/

Kobuk toy* he utei more
thin i:V3 a month worth of
fuel —three-end atolf ii fa*
lon drums of oil —during the
worst of the winter cold Fed*
«ml AisiitAOce p«fi only port
of the bill

Rkfeel Afrsn, ao eiingcAf'
prater living id Another fed# *
ally fIDAoced house in St
Merys, a Yukon River villege.
uyi hn fuel bill leave* bun
with little mooey for grocer*
ie« "Someiimvs. It‘i a ques-
tion ef paytog for beat or
paying for food."

Ail told, the problem tout-
r» include about = 1.000 hout-
ei built between the late 601
rod the lit# ~0i repretecting
About = fifth of the totkl
federal project units There
houtet are riddled with de-
sign and construction flaw*.
Some have been abandoned or
rved to mike way for re-
placements; the rat ttiU are
inhabited

Some of the wont houting
la in Si Michael and seven
other western Alaska vil-
lages. Here, more than SO
percent of the housing is of
the Alatka 300 vintage Many
of the house* "are in danger
of coilepse or self-destruc-
tion." wrote Dan Ham | too.
eaemtive director of the Bw
ring Straits Housing Aulhori*
ty ina 1904 report io federal
official*.

Hsnelson listed faulty wir-
ing. foundation* sliding off
their eanhere p«ds. deficient

insulation, mildew and rot
among the houses* many
Proffems:

Villagers.

witth the quality of the home*.
Joined with other Alaska 500
homeowner* us a dais action
suit egaum HUD for failure
to deliver on its promise of a

Andrew and Lather Otton m their homo in ftt. Mtcteel

"decent home In a suitable
living environment."”

In a recent out-of-court set-
tlement. the agency offered to
try to repair moat of the
design and construction de-
fects of the Alaska 300 home*.
Aa an alternative, a villager
could simply take tula to his
home, as is

Most villager* chose to
take the bouse and forget
«bout tha costlv fixup Job. "1
decided It would take yean to

any of the repain done.”
Ruk said

The federal bousing pro-
gram In the Bush waa
llunched in the mjd-'60a aa
national efforts to attack pov-
erty Us America reached a
fever pitch Cast Coast jour-
nalists trekked to Appala-
chia. the Midwestern jibettoe
and the Southern farm belt to
profile the plight of the poor
Then, in the summer of 1966.
Homer Blgart, a New York
Time* reporter, reached Alas-
ka. and proclaimed the Kua-
kokwim-Yukon Delta the
poorest place in the nation.

'Tha worn slums us the
halted State* are not m r»-

disappomteiTVcially turbulent quarter* of

New York. Cleveland. Chtco-
go or Los Angeie*. Bigart
wrote. "By all available indi-
ces of poverty, they are
sparsely strewn, like garbage

on an tee floe, aloof the na-
tion's desolate sea frontier
with the Soviet Union."

The £iklmot that Blgart
encountered bad largely aban-
doned traditional borne* of
sod. driftwood and whale
bone in favor of small logs
cabins and shacks of ply-
wood. tarpaper and tin. Sub-
sistence foods, not measured
in standard poverty indie**,
helped make up for a lack of
cash to buy groceries But
diet alone could do little to
combat the diseases that ran
rampant In the cramped,
overcrowded housing

In' Kuskokwtm Delta vil-
lages, 12 out of every 190
table* died before age I Tu-
berculosis. introduced decade*
earlier by white*, waa a ma-
jor killer of Eskimo and Indi-
an adults Tbe Native* had a
life cjparuncy one-half that
of the average American.

Two year* after Bigen's
report, a Senate subcommit-
tee led by Sen Ted Kennedy,
D-Mau.. Arrived In Bethel to
tour a dilapidated section of
nvrrtide property known a*
Lousetowo. The area was
such a cess that several sena-
tors dido | even want to grt
off the bus. recall! Cene Pam-
plona. a Bethel resident who
accompanied the senator*.
Kennedy, followed closely by
Sen Walter Mondsle. D-
Minn, disembarked, gingerly
waiaed up to a garbage dump
and discovered a dead dog,
froren to the ground

Finishing hit tour. Kenne-
dy vowed to build erw hous-
ing in Bethel Within months
of his return to Washington,
the money waa In the pipe-
line.

The first federal funds
flowed to the Alaska State
Housing Authority, which
quickly launched a serte* of
village housing programs, lo
many cases, these hmjiet "be-
gan to deteriorate within mo-
menta of tba last nails being
dnven.” wrote one ASHA of-

ficial s a memorandum for-
warded to Alaska &m Ted
Stevens. 'The common com-
plaints .. consul of ctiilng
tile* coming apart: frost Accu-
mulating six feet high on the
walla; cablneti coming off the
walls; sagging, buckling.

Instead of winning Bush
ruppcert for Its touting pro-
grams. ASHA was hit with
daaa action lawsuits filed by
Alaska Legal Services law-
yer*. ASHA ended up giving
away 200 of the house* to
homeowner* Another 100
homeowner*, in a settlement
funded by tne federal govern-
ment. obtained new bouse*.

The** fiasco* convinced
ASHA that i* wanted no part
of any new Bush bousing
projects, "ft has been said
that even tf ASHA could
walk on water. It would nooe-
theleta drown to th* Bush
areas... the ASHA offidal
wrote. M. Th* animosity of
the purchaser* towards AS-
HA ... as a mult of these
programs ts immense. Three
people feel that thry have
been lied to and that rrprv-
mouuoua have- been made
that were not kept."”

Despite ASHA's withdraw-
al from the Bulb, th* federal
pipeline of bousing dollar*
kept flowing In 1975. it
reached north to St Michael
Back then, many St. Michael
villagers lived in cabins and
sbacka left over from tbe
teem day* of tbe Cold Rush.
During the early 1909s. St.
Michael was a town of more
than 10.000 people, the major
port of entry for goods bound
to the gold fields of the upper
Yukon.

Alter the Cold Rush, most
of the whiles left By the time
the federal housing project
began. St. Michael s popula-
tion bad dwindled to leas
than 400. mostly Eskimos
For lodging, some lived into
the old log dwellings left be-
hind br the Array; others bid
placed together plywood and
tarpaper shacks

Daily News photos by Bob Hallinen

an attempt at tatftolp boy*,
lag. home buyers Uxorne)**
would build tha house* u i
would he paid foe at I'm
part of their lahe*. Tocm *.
quality beuaUg. the

of Indian Affairs was e».
pointed to develop dntpm
aid supervise ewnttrucii*.
Regional bousing auihomw*
were crated to

the program.

The procram, which
passed 300 house* i» |f ~
lagea, may hare looked gang
on paper, but It unfolded in *
chaotic series 0/ events. Mom
of the bouses, precut tme
pl*re-together package* by *m
Oregon manufacturer, Ttr?
barged north In th* mttutw*
of 1975. One of tha Urgn
sauk in the Benng Sea. The
rut of tha bouse* arrived
safely In th* vtilacaa.

In th* frenzied monUbi eg
rotuiractioo. there proved so
be scant Um* for duality ttm-
trol. The villagers proved
largely unskilled in bom*
building. And in some r>
giooi. feud* between the BLA
and regional bousing authors,
ties prevented Inspector*
from ever setting foot La IW
villages.

At many site*, th* fragile
layer of tundra that help*
keep the permafrost cool » m
stripped away to prn**a for
tbe wood foondatlon pad.
That meant the permafrost
would melt, turning into a
soggy bog whets the tempera-
ture warmed. Insulation and
plywood were soaked by the
run. then slipped into the
home* The wet Insulation
lacked heat-meotioa vaioe.
and the plywood gradually
rotted.

Poor-quality malarial* and
design problem* compounded
the error* of faulty nxulruc-
tion. The windowr. for exam-
ple. even if tnsxalled proper*
ly. let in lon of cold alt. The
fiber board cabinet* were
mad* cheaply. Even when
naxled firmly to the wplhk
thry tended to self-destruct.
Top* fell off drawer* and
door* off shelves.

Still, when the home* final-
ly wrre finished, people were
eager to mow in. recalled
Albert Washington, mayor of
St. Michael. "Flrat cold
weather wr got, everyone wu
ticled. Thry thought they
were going to be warm. Then
they found out how cold ho
bones were The Kkitchen
stow* couldn't even begin to
beat the homes."

One hundred mllaa to the
south, along tbe bluffs over-
looking the Andrrafsky Riv-
er, 20 St. Mary* villager*
were moving their families
Into new borne* Today, those
home* are us much the same
battered thape as those us St.
Michael.

Theme Mike, mother to 11
children, live* in a bouse
vrher* the Interior wall* haw
tcparated from the roof. The
gap between the two I* wide
enough to itick « flit through.
Her Kkitchen pipe* leak, to
raott of the time the keep*
the water turned off Her hot
water beater broke down
year* ago. ao nooe of the kids
wrr taSes bath* in the rub
The tout* t foundation needs
to be shered up.

Mike i* a big woman who
»v*n a long dms and floral
apron She prefer* to speak in
her native Yupik. but will
switch to regiiih tor a visi-
tor

She say* her busband La In
Jell, ao the la raising her
family alooe

en December, the beard
new* of tbe new settlement
reached by borne buyer* with
*he federal government Since
then. &e = teen mulling over
her opiiona Stou«4 she get
tbe bouae fiied by the givero-
mens and raetm.e ter [?&ee
reoeib payctott* Or aheuid
sto toi for no reeavAtion. but
title fra and near to Use

it would be giro to |r
toua* fun up. the My*
the tant turn the can a
that eption Al tjr*«
Mu i two able to ran
enh the esoihlv h *«
and baa bra tantiewed
wilrtion

Perhaps H* bwl In
Utle U the bMW the
Repeir* can await am
day

To date, illhtiui
»f the /Juui moue*
<n love ileua u sestu

by eervpotnd rvpoin
taking title te the be***

TVas ihoww irwuM
draw hdaa nerve «
Mara* He draw* ra «
hope tw ihe Alaake tCk |
town without a lot ef «

If they .aevp ghefliad
i “Vitiert Aor





