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EXHIBIT 1
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CS FOR CS FOR HOUSE BILL NO. 502
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - FIRST SESSION

A BILL

For flu Act entitled: "An Act relating to housing authorities and to

BE

supplemental- housing development grants; and providing
for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1* AS IB.55.020 is amended to read:

Sec. 1B.55.020. ALASKA STATE HOUSING AUTHORITY. (a; There is
created in [WITHIN] 1iIn* Department of Commerce and Economic Development
the Alaska State Housing Authority consistirg of the commissioner of
commerce and economic development or In"s designee and four residents of
the state.

(h) The term of office of a hoard member, other than the
r iitiriissinner of commerce and economic development or his fiesignee, Iis
three years. The terms of office are staggered, with t/o terms expiring

every third year beginning witn 1960, and one term expiring each remaining
year.

* Sec. 2. AS IB.55.1A0 is amended to read:
Sec. 1P,55.1A0. ISSUANCE OF BONDS, NOFES, AND REFUNDING BOND"*"

The authority may 1issue bonds and notes from time to time in its
discretion for any if its ;orporate purposes and may issue refunding bonds

for the purpose of paying or retiring bonds previously issued by it.
* Sec. 3. AS 10.55.130 is amended to read:

Sec. 10.55.100.  ISSUANCE AND SALE OF BONDS AND NOTES. Bonos and
notes of the authority are authorized by adoption of a resolution
prescribing the date of issuance and maturity, interest rat.e,
denomination, form, conversion privilege, rank or priority, execution,

terms of redemption, medium and place of payment. Bonds and notes may be



-.nM in 1lho manner, on the terms, and at the pneo the authority
determines. [BOUDS MAY BE SOLD AT PUBLIC OR PRIVATE SALE AT NOT LESS THAN
PAR.]

Each bond and note is negotiable. The- SIJNAUTE of a member or an officer
upon a bond or. note or cupnn is not invalidated by his ceasing to hold
office before the delivery of the bond or note. The recitation of a bond
or note that it has been issued in the financing*of a housing or public
building project under AS 10.55.010 - 18.55.290 1is conclusive as to the
issuance cf the bond or note and the character of the project in a

challenge of the validity of the bond or note or the security for it.
* Sec. 4. AS 18.55.185 is repealed and reinactea to read:

Sec. 10,55.185.  INDEPENDENT FINANCIAL ADVISOR. Ir negotiating the
private sale of bonds or bond anticipation notes to ar mmeeebwriter, the
corporation shall retain a financial advisor who is im dent from the
underwriter. The financial advisor may not bid on the bonds or notes if
offered at public sale or negotiate for their purchase if sold at private
sale.

* Sec. 5 AS 18.55.570 is amended to read:

Sec. 18.55.570 ISSUANCE OF BONDS AND NOTES, (&) The authority may issue
bonds and notes from time to time for any of its corporate purposes
including the payment of principal and interct upon advances for surveys
and plans for redevelopment projects. The authority may issue refunding
bonds for the purpose of the payment or retirement or in exchange for
bonds previously issued by it. The authority may issue the types of bonds
Mid notc s it determines, including bonds and notes on which the principal
ali.'d interest are payable (1) exclusively from the income, proceeds, and
revenues of the redevelopment project financed with the proceeds of the
bonds or notes, or (?) exclusively from the income, proceeds, and revenues
of any of its r development projects whether or not they are financed in
whole or in part with the proceeds of Liit builds or not.es, or (3) in whole
or in part from taxes allocated to, and pain into a special fund by a
city, horough, or other taxing agency under the provisions of AS 18.55.695
- 18.55.700. The bonds or notes may be further secured by a pledge of all
or any part of a loan, grant or contribution from the federal government
or from another source, or by a mortgage of a redevelopment project of the

authori ty.

(h) The members of the authority or a person executing the bonds £r

notes shall not be liable personally on the bonds or notes by reason of

PAGE 2 :S FOR CS MB 502



the 1issuance of them. The bonds, notes, and other obligations of the
authority are not a debt of the municipality, the statenor the United
States, and neither the municipality, the state nor the United States is
liable on then, nor are tne bonds, notes or obligations payable out of
funds or properties other than those of the authority acquired for the
purposes of AS 18.55.d80 - 18.55.960 and each bond and note shall state
this on its face. A bend or note does not constitute an indebtedness
within the morning of any constitutional or statutory debt limitation or
restriction, bonds and notes of the authority issued under AS 18.55.480 -
18.55.960 are declared to be issued for an essential public and
novcrnmentnl purpose and, together with 1interest on themand income from

them shall be exempt from all taxes.

© bondsand notes of the authority 1issued under AS 18.55.480 -
18.55.960 shall he authorized by its resolution and may be issued 1in one
or more series and shall hear the date or dates, be payable upon demand c-
nature af the time or times, hear interest at the rate or rates provided
(or bonds and notes of the authority under AS 18.55.190. he 1in the
denomination nr denominations, be in the form either cupon or registered,
iarry the conversion or registration privileges, have the rank or
priority, he executed in the manner, be payable in the medium of payment,
at the place or places, and be subject to the terms of redemption, with or
without premium, which the resolution, its trust ind nturc or mortgage

providos.

(@) bonds and notes may he sold in the manner, on the terms, and at the
J> nco the authority determines LTHE BOHII'S MAY BE SOLD AT PUBLIC OR PRIVATE
SALE AT MOT LESS TIIAM PAR].

(e If a member or officer of the authority whose signature appears on
lho bond, nolo, or coupon ceases to he a member or officer before the
delivery of the bonds or notes, the signature is nevertheless valid and
sufficient for" all purposes TTIIE SAME] as if lie had remained 1in office
until delivery. Any  provision of  [ANY] law to che contrary
notwithstanding, bonds and notes issued under [PURSUANT TO] AS 18.65.480 -
18.65.960 are negotiable.

@ In an action or proceeding involving the validity or enforceability
of a bond or note or security for a bond or note issued under AS 18.55.400
-18.55.9C0, where the bond or note recites iIn substance that it has been
issued by th> authority to aid in financing a redevelopment prr-.iect, the
bend o note is conclusive proof that it has been issued for that purpose

and the project is conclusively considered to have been planned, located



and carried nut 1in accordance with the purposes and provisions of AS
1B.55.480 - 18.55.960.

Sec. 6. AS 18.55.996 is amended by adding new subsections to read:

(h) Before a contract Tor the construction, alteration, or repair
of a housing unit constructed und[cr a federal or state funded housing
program is awarded, the regional housing authority shall require the
contractors t. comply with the bond provision® nec*fied iIn AS 36.25 -
010(a) and (b).

(1) A housing authority created under this section shall have its
financial records audited annually by an independent certified public
accountant. The legislative auditor may prescribe the form and content of
the financial records of the housing authority and shall have access to
these records at any time.

Sec. 7. AS 18.55 is amended by adding a new section to r"al:

Sec. 18.55.998. SUPPLEMENTAL HOUSING DEVELOPMENT GRANTS. @
Them 1is created in the Department of Community and Regional Affairs a
supplemental housing development grant fund. Subject to the availibility
of appropriations for the purpose, the department shall make grants to
regional housing authorities established under As 18.55.996 for the cost
of on-site sewer and water Tfacilities, road construction to project sites,
and extension of electrical distribution facilities tc individual

residences.

(h) A grant may bo made only for residential housing for which federal
loan or grant approval has been obtained from the United States Department
of Housing and Urban Development and which will be made available to the
public on a nondiscriminatory basis. A grant may not be used to retire
repay obligations or debts of the grant recipient. A grant may only be
for the difference between the maximum amount available under federal law
or regulation for construction of the residential housing for which the
grant is made and the actual costs of the construction. A grant may not
exceed 20 percent of the United States Department of Housing and Urban
Hovelopmrnt total development cost per unit in effect at the time the
grant 1is made.

©) Grant money nay he used only for purposes specified in (&) of this
section. No part of the grant money may be used for administrative or
other costs of a regional housing authority whether the costs are directly
associated with the construction or are general costs of the authority.
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(@) The department shall adopt regulations to carry out the purposes of
this section. The provisions of the Administrative Procedure Act (AS 44.-

62) apply to regulations adopted under this section.

sf'c. 8. This Act takes effect immediately in accordance with AS 01.10.-
070(c)-
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CS FOR CS FOR HOUSE DILL MO. 503
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - FIRST SESSION

a niuL

For an Act entitled: “An Act making a special appropriation to the Department
of Community and Regional Affairs for the supplemental
housing development grant fund; and providing for an
effective date."

UE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $12,351,400 is appropriated from the general
fund to tho Department of Community and Regional Affairs for the

supplemental housing development grant fund created in AS 10.55.998.

v Section 2. This Act takes effect onthe effective oate of an Act

creating a supplemental housing development grant fund.
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MEMORANDUM OF UNDERSTANDING

This memorandum of understanding is executed between and among the Department j
of Community and Regional Affairs, State of Alaska (hereinafter "DCRA™); the
Department of Housing and Urban Development of the United States (hereinafter
"HUD™); the Indian Health Service of the Public Health Service of the United !
States (hereinafter "IHS™); and the Bureau of Indian Affairs, . “<rior Depart-
ment, of the United States (hereinafter "BIA™).

The purpose of the Memorandum is to establish mutually acceptable guidelines |
among the affected parties for the rapid implementation of the supplemental
housing development grants authorized by the 1901 Alaska Legislature in House
Bills 502 arid 503, and codified in Alaska Statutes 18.55.995 through .998.
"he legislation is attached hereto as Exhibit 1.

This Memorandum applies to the housing development activities of the Regional
Housing Authorities (hereinafter "RHA"S") established by the Alaska Statutes
1¥1.55.905 through .998. It applies only to those RHA project! developed with
HID assistance for which the RHA seeks grant assistance from DCRA for the
costs of on-site sewer and water facilities, project road construction, or
electrical distribution facilities. The parties recognize that DCRA grants
min available to RHA"s and not to NUI; and that for each assisted project, the

RHA must make satisfactory assurances and demonstrations of 1its compliance

with the program requirements.

Independently of any s ...e grants, the parties note that House Bill No. 502,

codified as A.S. 18.55.996(h) and (i), requires the RHA"s to meet the follow—
ing standards:

1. Contractors awarded contract for state or federally assisted housing
construction, alteration or repair must comply with the bonding requirements
contained in A.S. 36.25.010(a) and (b).

2. Each RHA must have its records audited annually byan independent certifi—
ed public accountant. The legislative auditor may prescribe the form and
content of RHA financial records, and shall have access to these records.

The functions of the parties are summarized as follows:

RHA"s receive loans from HUD with which to develop and manage low income hous—

ing for qualified tenants or homebuyers.

HUD - under the UiS. Housing Act and accompanying regulations, assists RHA's

with loans and technical advice in the development and management of low
income housing.

MEMORANDUM OF UNDERSTANDING, PAGE 1



PIIS - through the Indian Health Service and subject to funding availability,
is responsible for the design and construction of off-site sewer and water
facilities, which are tied to RHA projects; and for the approval, and in

certain cases for construction of, on-site facilities.

BIA - is responsible for arranging RHA site control on restricted land; and is

authorized, within available funds, to construct village roads.

In this Memorandum,"the parties will first set: forth -the normal process by
which assisted housing is developed by the RHA"s. Secondly, the parties will
indicate the steps and conditions by which the DCRA grants will be made avail—
able.

The principle reference for explaining and interpreting HUD assisted housing
in Alaska is HUD Handbook 7440.1, Interim Indian Housing Handbook. This Hand—
book is not followed inflexibly, bet is departed from where experience justi—
fies departure.

1. (HID endeavors to estimate approximate!v how much funding will be
allocated for use by the RHA"s as far in advance of construction as possible,
S0 as to permit the RHA"s to determine the appropriateness of submitting an
application.

2. The RHA submits a housing application to the Anchorage Area Office
(AAQ) of M. The application identifies the village, number of units by need
and the type of construction proposed. Preliminary loans of up to 31 of the
estimated Total Development Cost may be requested at this point. The
application identifies the site, insofar as it is known. 1D reviews the
application for funding availability, need, feasibility, RHA capability, and
local comments.

3. If the AAO approves the application, a Program Reservation is issued,
committing (HID morally but not legally to fund a specified number of units, by
bedroom size, 1in the village. The Program also specifies an outside date,
usually 1? months, by which the RHA is to submit to the AAO a Development Pro—

gram.

4. Upon 1issuance of the Program Reservation, a Preliminary Loan may
follow, to defray the costs of preliminary surveys and planning, and other
approved expenses. The RHA 1is obligated to repay loan funds as one of the
costs reflected in the Development Program.

t The Development Program, which usually takes several months to prep—
are, is a detailed submission by the RHA to the AAO, identifying total

MEMORANDUM OF UNDERSTANDI NO, PAGE 2



estimator! development costs, project sites, project design, financial feasibi—
lity, and, for Mutual-Help Projects, certain other “details. Responsibility
for submission lies with the RHA, with HUD guidance. For professional servi—
ces (architectural and engineering), the RHA hires consultants. The purpose
of submitting an approved Development Program is to enable HUD and the RHA to
execute an Annual Contributions Contract (ACC), under which HUD funds will

flow to the RHA on a loan basis for construction.

fi. For the purposes of this Memorandum, the most important aspect of the
LicNVCi ipiiitiie  Proyfam i3 tne hufA'o Ttriidii ntisdaii’™ wi” piuvuiat 30" n'{%f 'mé
approval of HUD, PUS and, with trust or restricted land, BIA. It is on the
basis of the project site-that a number of critical factors depend, including

extention 1if roads, water and sewer, access roads, and electrification needs.

a. An RHA requests tentative HUD approval of a site by submit
3 Preliminary Site Report (PSR). In its review process, HUD submits the PSR
to IIIS, PUS, the State A-95 Clearinghouse, and AlaskaVillage Electric Coop—
erative or, whereapplicable, a local power company.

D). if tile site is acceptable, HUD issues aTentative Site Approv—
al, with or without conditions, to the RHA. As part of the process, PHS
estimates the cost of providing on-site water and sewer facilities if it is
responsible for the installation. If construction of the on-site water and
sev/er is performed by a private contractor PHS reviews the cost estimate and
or bid for reasonableness, and DIA indicates the extent to which it can
provide access roads.

C. When conditions are satisfied and the A-95 process is compl
HUD gives Final Site Approval to the RHA, which enables the RHA to proceed
with site acquisition.

7. Under conventionally-built projects, the RHA completes its Develop—
ment Program, including cost budget, schematic designs, and with HUD Approval,
the project is placed under an ACC. Funding 1is made available and following
competetive bidding, a construction contract may be signed within approxi—
mately 45 days of the ACC. The contractor, among ther things, submits to the
RHA a construction progress schedule. Depending on progress.the RHA pays the
contractor in monthly progress payments.

8. The procedure described a”™ove is used for modifieo turnkey projects,
whith the exceptions that the RHA does not develop its own designs, tne ACC
may or may not be signed until a developer has been selected, and the develop—
er is not entitled to receive progress payments. Conventional turnkey proj—
ects, under which the developer is responsible for site selection, have not
been used in Alaska.
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0. The basic agreement between PHS and RHA is a Memorandum of Agreement.
There may be other parties to a PUS Memorandum, including local governments or
school districts. In so far as the RHA is concerned, the Memorandum estab—
lishes the RHA obligation to contribute a fixed amount as 1its share of the
cost of sanitation costs for project units. The RHA also provides technical
liaision with PHS, and agrees to grant whatever access, rights-ofway, or
easements necessary for the PHS facilities. On those projects for which PHS
is not undertaking sanitation facilities, the RHA must secure PHS approval of

sanitation plans and the construction is subject .tc PHS inspection and
approval.

10. The total funds available for development are established in the ACC,
and the PIIA submits to IILD a Development Cost Rudget, detailing by line item
the anticipated costs for administration expenses, interest, hoinebuyer roun-
scllino planning, site acquisition, site improvements (including the cost of
on-site work, if any performed by PHS), dwelling construction, dwelling equip—
ment, non-dwellino construction and equipment, and contingency amounts. Gen—
erally, development ongoing 1in more than one village 1is considered a seperate
project.

11. Relationships between HIM) and an RHA are set forth primarily 1in the
ACC. While Hill) is not. a party to construction contracts, Il is resyc”sible
for monitoring the overall progress of construction to insure that the RHA is
in compliance with the ACC. However, in doing so, HWD confinfes itself to

dealing with RHA, which is primarily responsible for contract administration.

12. normally, when a project nears completion, the contractor certifies
to the RHA “".hat ihe housing units are substantially complete. This term means
that units may he safely occupied pending completion of punch-1ist. items. At
that point., a” inspection is conducted in the presence of the contractor, the
RHA architect, the RHA contracting officer, and IID representatives. If sub—
stantial completion 1is established, the units are accepted for occupancy, and
the contractor®s warranty 1is sec at one year from this date. The release of
all refainages and final acceptance follows the completion of punch-list
items, ir. well as the contractor®s certification, and RHA agreement with HUD
concurrence, that all work has been completed. On projects with co"-.norcial
sureties, there will ordinarily he no retainago of foods during the warranty
period. On projects 1in which cash or letters of credit are used, a certain
amount of funds, in the range of 10-25™*. of the cor tract price, must be uncond—
itionally available to the RHA during the warranty period. The RHA must in—

spect the units at least quarterly during the warranty period.
IT. The point of substantial completion also leads to the establishment

by tth® RHA of tho Date of Full Availability (DOFA). This 1is a certification

of minimum development cost. DOFA establishes the cut-off date for interest
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due MNIjn and triggers the payment of annual contributions. Within three years

of DOFA, tho RHA must certify to MUD (.he actual development cost of the proj- .

ect. Any excels funds are payable to IID to reduce the development cost of
the project. If development costs exceed approved budgeting, the RHA must
request additional funds from HUD.

14. If PHS 1is installing the on-site facilities, the RHA pays for

work as part of the developmentcost of a project on thebasis of a guaranteed

price from PUS unless the scope of work is changed. .If the RHA assumes res—

ponsibility for water and sewer work, this work 1is contracted on the basis of
compct.etive bids, based on specifications acceptable to PHS. In this latter
case, the RHA must certify, subject to PUS inspection, that the work has been
performed 1in accordance with PHS requirements. Because of Hie various options
that are possible, involving PHS, and RHA, a municipality, on-site work,
off-site and PIF or RHA construction responsibility, it is nut possible to set
forth t siatiKnl of typical PHS involvement. It may be stated generally,
hr.w»vT. that 111 witor and sower work on a IlUD-asv. sted RHA project must be
done in aci.ord.i"ic® w”lh PHS 1icquircim ntr and approvals. In addILiun, in those
instances in which IMShas on-site responsibility, the cost tothe fHA will
not exceed the osl:iinl.o made by IMIS unless the scope of work 1is changed, and
PHS will further refundto the RHA amounts b\ which actual costis belcw this
ostinuU. The RHA"s dev.-lopnont. cost does not. extend to any Pllb off-sit.e Jork

for an M project;, w:d no state giants can bo sought for such week, under HB
BO? and 1",®.

IB. Beeat:a of iwnding limitations and the general absence of reserva—
tions in Alas! a, BIA par! tcipation 1is generally limited tothe approval
anthorily fur projects with sites on restricted or trust land. BIA is
authorized to build village roads, but the level of activity 1is small.
Because <f flic l=silhy Imuling cycle, ., rua and HUD generally know well in

advance >f a In-using project, oxi"-nt of BIA road construction.

With the fineg ling j";m ipli.-s in mini!, 1ind as to theii part icul ar areas of
responsibility, Dk i-.irl.ies roach tin* following understanding of procedures
and principles lo l=ytili.ed uno®ei 2.m> [113.b1).DIO:

1. UUP will continue to keep PIIS and MIA Tully mivised of the status

upcoming -fevrlopmenl and progress toward development by the various RHA's.
DfPA will be included by HIWD as a recipient of this information, in the event

that BIA has sufficient funding to construct roads for a particular project,
funds for re ids will not h:» soughl lIre.; DCRA.

HJIj will provide o-p"fs of Program Reservations Lo PIiS and DCRA.
DO A will anviso HUD of its current; funding levels. The RHA application will

indicate tin- estimated m ” for staii funds, so far as is known at that time.

IUMCRAUDUT! GF t*f."DIIRIITADINA. AR %
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5. At the reel ininllry Site Report stago, IILD will advise DCRA of the
results, including cost estimates for on-site water and sewer facilities,
roads, and electrical distribution, as well as the current maximum funding
jJhich Him can provide to the project in question. DCRA will advise HUD of the
funds tentatively available.

A. It is anticipated that, unless there 1is good reason to the contrary,
state funds will he made available on a first-come, first, serve basis, accord—
ing to il,p readiness of particular projects to he placed under ACC. It is
also understood that state funds n”ed not he divided among road:, sanitation,
and oirotrim |1 facilities, hut may he applied to one or t/o of the eligible
catoonries, according to project needs. A grant may not exceed ?0t of HUDIs
riet"minat.ion of development cost for tho project.

d. The PIIA"s and HWD will continue to assemble project Development Prog-
rams, with continued input, from PHS, nJA, and A-9F Clearinghouse sources.
Development Pregrams will ho sufficiently modified, satisfactorily to DCRA, to
reflect reasonable cosf estimates of facilities eligible for PCPA funding. As
accepted by IHP, a completed Development: Program will indicate whether or not;
PDA seels staff funds. If the PHA seeks a DCPA grant, the Development Program
will reflect the amount, hy category and estimated cost, and the reasonableness
of the cost. A PHS cost estimate will ho considered reasonable. In the cat—
egories of ro,-is and electrification, cost estimate will require evidence of
reasonableness and compliance with appli "e state and local laws, regulat-
io.ts and codes, such as plans containin lired approvals from localities,
utility companies or the Department of H

r. The PHA "/ill prepare a Pequest lot lirant to DCRA, in which IIWD shall
concur, containing sufficient information or assurances to satisfy DCRA of
olioibil it.v, need, ,ju compliance. The request, shall be figured according to
the IILD total Hovelopinent. cost which 1is or will ho used at the time of execu—
tion of the ACC. Under A.S. in.gp.pop, |)CRA is directed to apply the HUD
total development cost in effect at the actual time of the grant. It 1is
anticipated that grants will he keyed to t.ho RHA funding request, vredl,red if
the aforesaid HDD development: cost has been lowered at the time of the grant,
hut not. necessarily raised if the HIUI) development cost increases at the time
of the grant, unless the funding request justifies such an increase. Further,
the request will include a proposed timetable for the use of DCPA funds.

7. A grant request approved by DCRA, will bo evidenced by a Grant Agree-

ment between DCPA and P.IA, concurred in by HUD. DCRA will endeavor to act

expeditiously on funding requests, according to the timetable supplied hy the
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RHA. Funds will be obligated on the basis of the Grant Agreement, even though
the RHA timetable indicates that particular categories of .work will not be
contracted or performed immediately, the parties recognizing that the RHA
needs to know tho extent of DCRA funding.

8. The Request for Grant will propose, and the Grant Agreement will
determine, tho basis and conditions (n which the RHA shall draw funds. The
parties recognize that identical Grant Agreements may not be used in_every
instance because of differing needs and conditions. “As the need arises, Iis
J itified by the RHA and concurred in hy HUD, grant funds may be reprogrammed
among eligible categories.

9. Contracts involving the use ,“ DCRA funds may include an RHA main
construction contract, a PHS Memorandum, or seperato contracts, according to
decisions reflected in the Request forGrant. Whatever the case, such con-
tracts shall be concurred in by IILD andDCRA. HUD requirements shall be fol—
lowed with respect to matters of contract administration, arohitectural and
engineering services, Iinspections, changes, and final acceptance. All interim
and final certifications, including those related to pay requests, currently
required by I shall continue in use, and shall be forwarded through HUJ to
DCRA as to wt'rk covered by state funds. DCRA shall not assume the responsibi—
lities of IIWD, and M) shall apply the same level of fiscal monitoring respon—
sibility toward DCRA funds as it does toward its ow., funds.

lu. Tho RHA"s shall ho responsible for performing cost certification,
through an independent certified public accountant, on the total project costs
including contractors certification if issued without competative bid. Cost
certification shall be due within 90 days of the final acceptance by the RHA,
concurred in hy IIWD, of the work.

11. The RHA"s reasonable expense in preparing the aforesaid cost certi—
fication shall be an eligible expense for DCRA funding. DCRA may reserve the
right to select the accounting firm toperform the certification, or may with—
hold funds to provide for this expense.

12. Grant Agreements shall provide that grant funds may not be used for
expenses which are not eligible or not cost-certifiable. Refunds shall be due
from an RHA to DCRA for such expenses. To this end DCRA shall have the right
of offset or sanctions as to future grants to that RHA. Such expenses will
not he roimhurseahle by HUP or from HUD funds, directly or indirectly, even in
the event of a judgement against an RHA, because IID is unable to fund

ineligible project expenses.
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13. In the event that the Actual Development Coot of a project exceeds
the €StiMated cost, so that the. RHA is required to seek HUD approval to reopen
the development budget, DCRA agrees that t'ovs event may permit an RHA to sub—
mit an amended Request for Grant. IT otherwise warranted by the circumstan—
ces, and concurred in hy IUD, grants may be increased, subject to the availa—

bility of funds.

Tne rtios may agree to alter the Memorandum of Understanding from time to

time, as actual experience indicates tho need tor changes or clarifications.

Il WITFIFSS WHEREOF, the parties hereto have executed this contract on the

date first hereinabove written.

STATE OF ALASKA, DEPARTMENT OP
COMMUMHY AND REGIONAL AFFAIRS

IIS DEPARTMENT OF HOUSING AND  URBAN
DEVELOPMENT
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U.S. PUBLIC HEALTH SERVICE, INDIAN
HEALTH SERVICE

G. H. 1lvey, Alaska Are”Dyrector

U.S. DEPARTMENT OF INTERIOR, BUREAU OF
INDIAN AFFAIRS

J-fr( (3 ('v(<
t — r
.lake Lostenkof, Area Director
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GRANT AGREEMENT

Tins Agreement is made between t.hc Department of Community and Regional
Affairs of tho Stale of Alaska (hereinafter called "DCRA™) and tho
_Rrnipn.il Housing Authority (hereinafter '"RHA"),
pursuant to th~ authority granted in Alaska Statutes 18.55.9Pfl.

Undnr the provisions of the United States Housing Act of 1937, as amended, and
regulations an"l policies issued thereunder hy the Department of Housing and
Urban Devolopnent. (hnpeinaft.nr "UUP"), the RHA 1is undertaking the development
of tI" loilowing housing pro.iect.fr.):

HP. OF UNITS HIJD TOTAL DEVELOP-
PPOJir.T No. LOCATION AND TYPE CENT COST PER UNIT

""ilh resper t In the foregoing projoel.(s), tho PHA represents as follows:

l. It has prepared a Development. Program approved hy HUD. for each
pre.ieri, a copy of which is attached hereto.

P. It has obtained Final Site Approval from HUD and, if applicable,
Ho Uuroau of Indian Affairs.

i I* has obtained all other approvals, concurrences or permissions
preparatory to construction, and the project or projects are ready to
hr nl,-ned nn an Annual Contributions Contract (ACC) with HIT.

m  Available IO funds are not sufficient to meet the costs of
project improvements HiniMe for grants under A.S. [Ifl.55.<9fl. The

PHA nrtjrnks the reasonable cost, of those improvements to ho as
fi'l Inrc:

0L SITE SEVER ACCESS ROADS ELECTRICAL
f-mirn mo. i uailp td sites distribution
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Ss. The foregoing estimated costs constitute % of the HUD approveql
development cost for the project(s).

r. The RHA proposes that the housing will be built according to the j
following method and timetables:

J
PRODUCTION COMMENCEMENT OF COMPLETION OF

PROJECT NO. METHOD = iSTRIJCTI ON CONSTRUCTION!

7. With respect to \.ho improvements eligible for DCRA grants, the
RHA proposes tho following timetables:

ROADS:

PRODUCT ION COMMENCEMENT OF COMPLETION OF!
PROJECT HO. METHOD CONSTRUCTION CONSTRUCTION !
WATER A SEWER:

PRODUCTiON COMMENCEMENT OF COUPLET1 Vi OF
PROJEn 1X. METHOD CONSTRUCTION CONSTRUCTION
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ELECTRICAL:

PRODUCTION COMMENCEMENT OF COMPLETION CF,
PROJECT MO. METHOD = CONSTRUCTION CONSTRUCTION !

R. The RMA will include those improvements eligible for DCRA grants
as part of any main construction contract, except as Tfollows!

(explain): 1

On the basis of the foregoing representations, DCRA and the RHA mutually j
agic? to tho following terms and conditions:

by the RIIA on the aforementioned Projects for the categories of work
identified by the RHA in this Agreement as being eligible for grant
ssistance under A.S. 18.55.998.

P. Grant funds are committod by program category. Ttie RHA will not 1
reprogram funds among eligible categories without the written author- *
ization of DCRA. \

3. The RHA will use grant funds only for eligible expenses directly
related to the categories eligible for assistance, as identified on j
tie 11D approved Development Budget. The requirements for bonding 1
and cost certification, mentioned hereinafter, are considered an
eligiblo expense item.
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4. IT it has not already done so, the RHA will establish a separate
bank account with a depository satisfactory to DCRA. The depository;
will bo subject to those requirements for the collateralization of
uninsured deposits as are 1imposed by the Department of Revenue for
the safeguarding of public funds. The RHA shall not conmingle funds
in this account with any other funds 1in 1its possession. The RHAI
shall contiguously account for grant funds cm a project-by-project
basis and will not allocate funds between projects. RHA finan iali

records shall be available for review by DCRA-«t any time.

5. RIIA personnel who are authorized to nakc financial transactions
involving grant funds shall obtain, Tfidelity bonding and present_

i
evidence thereof to DCRA.

6. The RHA, through its designated Contracting Officer, will be
responsible for tho observance and performance of its rights and
obligations under any RIA contract for work involving the use of
grant, funds. Any such contract, including those under which third
parties, such as the Indian Health Service, may be primarily respon—
sible for inspection and acceptance, shall be in a format satisfac-,
tory to HDD. The RHA shall observe tho bonding requirements set
forth in A.S. 18.55.996(h), except ip those instances in which the
prime contractor 1is a governmental agency. DCRA funded contracts®
shall be let arler competitive bids or requests for proposal, except
in cases of public emergency or other exigent circumstances, a single

source contractor, work performed by governmental agencies.
I

|
/. "*he method by which the RHA requisitions funds from DCRA will!

depend on whether DCRA funded improvements are part of the main

construction contract, or a separate contract.

A. Whore DCRA funded improvements are built under a main construc—
tion contrac*, DCRA funding will coincide as closely as possible with
) funding of the RHA. DCRA concurrence shall be based on what
amount HDD would normally approve.

). Where DCRA funded improvements are built under a separate
contract or contracts, the RHA shall submit to DCRA, through HUD, a
progress schedule. Funding requis cions shall be based on the HUD
approved progress schedule, except that in the case of a contract
with a term of 90 days or less, the RHA may requisition the full

amount of funds.

PAGE 4, GRANT AGREEMENT



C. The PHA shall pwtko progress payments only for work done accept—
ably or for materials properly stored. No program payments shall he
node under turnkey contracts, except for work acceptably performed in
designated stages.

P. Patters of contract settlement, change orders, final acceptance
and payment, and mid-term release of rotainagc will require the
consent of PCRA. when PfPA funded improvements are involved, and will
be rkt~ in accordance witli the procedures normally required by HUD

for contract completion.

r. The PHA will make PCRA tho recipient of all reports, inspections
and related docunont.s concerning the progress of work.

i Tho RHIA will be responsible for the prudent investment of DCRA
funds excess to in"inedial.e needs. Investment policy will follow that
required v INO for the investment of ININ funds. At the option of
PCRA, earnions on invested funds shall either be reimbursed to DCRA

or shell be cred=ted as . portion of the DCRA gram.

lho RIA shall he responsible for cost certification of all work
performed wim the use of prpA urants, including main construction
ronfr.it ts Innded by DCPA only in part. Cost certification shall be
per. o*tied by an independr nL certified public accountant,and shall be
provided to pcra and IH'P within DO flays of final acceptance of the
well foo RHA shall let contracts for cost certification on a com-
pele> ivo proposalbasis, shall uive notice t.o DCRA that the RHA is
ready 1o solicit proposals in three (3) weeks and shall usea form
contract satisfactory to DCRA and NIND. AL itsoption, DCRA may
selfl 1 e wcounting firm in perform the cost certification. This
option shall he exercised, if at all, within 10 flays of RHA notice to
HCPA “hat. the RIIA is ready Lo solicit proposals.

the FIPA shall bo responsible for cost certification within 90
davr 1foi ! contractors in those instances wheregrant funds areused

it contracts which are not awarded competitively.

10. At the completion of cost certification, excess grant funds
shall he remitted to PCI’A. Those costs which, as determined by HUD
or DCRA are disallowed, shall he payable f "W RIIA to DCRA, to this
end, DCRA shall have the right of offset, or sanctions as to future

grants.
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PAC.F

1. ibe RHA shall have its financial records audited annually by an
independent, certified public accountant as required under AS 18.55.-
%r>(i). The legislative auditor noy prescribe the form and content
of the financial records of the RHA and shall have access to these
records at any time. This general audit i<; not eligible as an ac—
counting expense to ho funded by grant funds.

1". Mirp the dato of this Agreement, changes in tec HUD approved

development. budoot shall bo treated as follows:

A. revisions downward shall affect a corresponding adjustment of
tho nrpA grant.

H. Revisions upward shall permit the RHA to request a corresponding
.increase in the grant, provided that the RIIA determines that a grant
increase is .justified and W) concurs in this request. DCRA makes no
coni*i Li'ritt as to favorable action in the event of a revision upward

and 1 rogiiosl from tho RIIA for corresponding increase in the grant.

13. In executing the agreement, the RIIA acknowledges that no commis—
sioner, officer or employee of the RHA has or will have any personal
interest, direct or indirect., in the grant or in grant funds. Upon
full disclosure of such interest to DCRA and to IIWD, the existence of
si‘cli an interest may be permitted so long as DCRA and II'D are satis—
fied Iliai the commissioner, officer or employee in question has not
part & ipited and will not participate in any action relating to the

use of grant, funds.

la. In the event Hint DCI'A in its judgement determines that grant
funds are bring used improperly, or that the RHA i1 not performing
its duties prudently will) respect to the grant ¢ any contract funded
solely hy the grant, then DCPA nay invoke any r.."fd,y available at law
nr in equity. Remedies available to pr.RA shall be considered cumu—
lative and not mutually exclusive, and tho failure of DCRA to employ
my r*TCd. al nnv given time shall not bn deemed a waiver. Among the

remedies available to DCRA shall bo the right to:

A. Immediately prohibit further disbursement ol DC.RA funds except
with specific concurrence of DCRA on each disbursement. This right
of prohibition shall be specifically acknowledged in writing by the
depository selected by the RHA.

GRAEIT ADRF.irn"I



I. r»"minatn further ohlinations of PCRA grant funds until tho RHA

makes corrections or assurances of corrections to DCRA.

In witness whereof, the parties have executed this Agreement, effective as
of the date of execution hy DCRA.

HOUSING AUTHORITY

Anr.ST: HY: -
CHAIRPERSON

SFCRFTAPY

C.OF-MINITY A REGIONAL ALFA IPS

TITLE

CONCUR!”1Jin :

dipatmi it rr imusirmr, 2 1r.as pfvi Lopni jt

HY:
1
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SUMMARY

Housing production in bush or remote Alaska 1is beset by
difficulties including seasonal and low incomes, vast land
areas without overland access, stringent environmental con—
ditions and inadequate amounts of subsidy money to name just
a few. Many of the difficulties can be addressed by planning
and program action; however, the extent and complexity of

the problem requires that a solution be comprehensive, on-—
going and long term.

The federal government historically has been the major source
of funds for new house construction in rural and remote Alaska.
The Department of Housing and Urban Development builds ~0-S0O0
housing units annually under the program known as the I"ative
Mutual Help Housing program. The Bureau of Indian Affairs ad-—
ministers the Housing Improvement Program on a modest ($800,000
- $900,000 annual budget)-scale with an emphasis on rehabili—
tation rather than construction. The Farmers Horns Administra—
tion is seldom involved in housing efforts in small, iwemote
communities. The State has Provided both revenue and bond
money to finance programs. lhere 1is no single program which
addresses the complex issues of proJucing housing in the bush;
nor i1s there a policy which coordinates existing programs. The
recently created Rural Development Council could conceivably
assume an overseer role as 1t gains a sense of mission; how—
ever, 1t i1s difficult to assess the Council®s program direc—
tion at this early date.

The State has programs in place in the Alaska Housing Finance
Corporation and thelDepartment of Community and Regional Affajirs
addressing the housing needs of bush Maskans, while the Re—
gional Housing Authorities act as local resource agencies and
housing deliverers. The AHFC programs have recently begun to
enfranchise qualifying bush residents while the Non-Conforming



Loan program in the Department of Community and Regional Af—
fair"s recently created Division of Housing Assistance has not
been implemented and i1s subject to impending revision. In many
cases, Housing Authorities have neither the funds nor the per—
sonnel to undertake a scope of work equal to the tasks facing
‘mham. ASHA has been primarily involved in urban areas since
the organization of the Regional Housing Authorities 1in 1972.

The provision of housing is a complex activity and is but one
alement in the larger scheme of community and regional economic
development. Careful planning, program coordination, predic—
table long-term funding and local involvement in all phases

"f lousing development are crucial to the success of housing
provision in Alaska®s rural and remote areas.



INTRODUCTION

The formation of government policy for housing has been dormant
since the mid 1970"s, when the Division of Policy Development
and Planning (DPDP) prepared a housing element for the state’s
Comprehensive Plan and a proposal for the creation of a state
Department of Housing. Since that time, the attention of de—
cision-makers has been drawn to other areas of concern; and
while housing subsidy programs have been expanded, a definition
of the state®"s commitment to housing its remote dwelling citi—
zens has not been forthcoming. Further, the role of housing
production in rural economic development and the relationship
of housing production to other public goals has not been set
forth.

An 1mportant, if not essential first step, 1is a decision con—
cerning the form a state housing assistance program for remote
i.nd rural area citizens should take. Should the state make
direct cash grants to Regional Housing Authorities to finance
construction programs? Should the state rely on rural economic
growth through the private sector to "trickle down"™ housing
purchase caoital to families and individuals? Should the state
simply make direct grants to families and individuals? Should
the provision of bush housing even be a priority concern of
government?

Thepe are the kinds of questions that must be addressed if de—
cision-makers are to be in a position to formulate a coherent
strategy for building houses 1in rural and remote Alaska.

Sets of relationships occur at three different .levels to cha—
racterize the provision of housing. First, the product (housing)
is the result of many distinct, 1interacting factors. Financing,
transportation, construction, siting and design requirements and
cultural and social needs are important elements in implementing



a housing program in any area. In rural Alaska, lifestyle,
environment and remoteness make these factors essential ele—
ments in a response to rural and bush housing needs. On a
second, larger scale, housing construction is but one of many
economic activities that occur in the bush; one component in

a larger scheme of capital improvement and economic develop—
ment tied to public and private expenditures. A third set

of relationships 1is that between housing provision for a spe—
cific segment of the population (village and rurai residents)
and the maintenance and enhancement of the more general public
welfare. These three sets of relationships -- factors related
to housing provision; housing provision as a single element

of rural economic development; and the relationship between
housing provision and the greater public welfare -- can be viewed
separately tor purposes of clarification, but are closely
interwoven when comprehensive solutions to the bush housing
problem are being considered.

Programs which arc designed tc address the housing needs of
bush and rural dwelling Alaskans must serve two purposes.

These are: to achieve the "bottom-line" requirement of iIn—
creasing and upgrading the housing stock; and to do so in a
manner consistent with the achievement of other identified
objectives such as the development and use of local, renewable
resources, thermal efficiency in new construction, economies of
scale in the shipment of building supplies, and land-use and
economic development planning for villages, communities an!
regions, to name but four. Essentially, this is a recognition
that programs must substantively address the concerns listed

in Section 11l of this repore, 1f a workable, long-cerm solution
is to be gained. .
The relationship between the provision of subsidized housing
for a specific segment of the population and maintenance of

the more general public welfare is in the durability and long—
term operating efficiency of that housing. A point which 1is



stressed repeatedly in this report 1is the need for construct—
ing arctic-quality, thermally-efficient dwellings with usable
lifetimes exceeding, at a minimum, a 30-year mortgage period.
Ildeally, the expenditure of public funds is done in such a
manner that the welfare of society at large is enhanced; this

Is how economic efficiency is achieved in the public sector.
Housing which need not be replaced, rehabilitated or extensively
weatherized at public expense er a 30-year or longer period
achieves these kinds of efficiencies. The same public purpose
Is attained when housing conserves fossil fuels through the

use of renewable resources and energy-efficient design standards

The publication in 1967 of Charles Abram®s work, Housing the
Alaska Native, marks the beginning of serious efforcs by state
and federal housing agencies to upgrade and replace substandard
housing and construct, new housing in bush Alaska.

From that time until the present, a variety of programs and
funding sources have been used with varying degrees of success.
Programs which involve the housing "consumer™ m the construc—
tion of a new hc.ne (HUD"s Native Mutual Help Housing Program)
or which offer new construction and rehabilitation money on a
"no strings attached" basis (BIA"s Housing Improvement Program)
have been favored over other programs, although there are ex—
ceptions. The Tlinget-Haida Housing Authority, for example,
has successfully built 360 housing units using the Turnkey 111
program, in which the contractor bears full responsibility for
all facets of housing delivery, then turns over the finished
product to the new owner. Tho use of tlv s program in the late
1960"s in Bethel, however, has been judged a failure because

of the absence of consumer involvement in the design or construe
tion of the houses and because the.houses were not well-suiteo
to a subarctic climate.

The majority of funding for subsidized housing has originated
in the federal government, through the Department of Housing



and Urban Development, and to a lesser extent, the Bureau of
Indian Affairs. State bond 1issues and budget appropriations
specifically intended for new housing construction iIn the Bush
have also been used, but less consistently and in smaller amounts
than from HUD. The state has also, through the Department of
Revenue, purchased notes of the Alaska Housing Finance Corpor—
ation and transferred money to the Corporation in amounts to—
talling several hundred million dollars. No single program

nas been designed, however, to meet the requirements of remote
area housing in Alaska i1n a manner consistent with the extent
and complexity of the problem.

HUD remains the primary source of subsidy money for bush hous—
ing; however, budget constraints allow the construction of only
400-500 \mits annually statewide. It is unknown what effect
the change in federal administration will have on HUD activity
in the State, although on-going subsidy programs such as Sec—
tion 8 are expected to survive largely or wholly intact.

A full-scale commitment to build durable and appropriate horsing
in the bush is needed if the situation is to be addressed ade—
quately. The state must play a leading role in both financial
and program matters if the provision of housing in the bush 1is

to-be successful.

The following section details difficulties which are enc juntered
in the provision of housing in the bush.



DIFFICULTIES IN HOUSING DELIVERY

The following list of difficulties which beset the provision

of housing 1in rural and remote Alaska does not apply uniformly
statewide. Communities in some areas such as the Ahtna, Cook
Inlet and Doyon regions have overland access to major supply
centers; the North Slope Borough 1is undertaking an ambitious
program of capital improvements and is financing new housing
Lhiough municipally backed bond issues; and the towns and
villages of the Sealaska region are accessible to bulk freight
delivery and have benefited from the aggressive administrations
of the Tlinget-Haida Housing Authority. The items which follow
apply most closely to west and northwest Alaska, though these
areas were not singled out for study. Some combination of the
items below applies to virtually all areas of the state outside
the major urban centers.

Absence of a Cash Economy.

The economy of remote Alaska -- the bush -- can be compared
with those of underdeveloped countries in the world. There

is little cash in circulation, few jobs, substandard housing,
a virtual absense of community facilities and no road or

rail transport. This is a condition that cannot be changed
without a massive commitment of time and resources and a col—
lectively agreed upon economic development program.

There are, and will continue to be, local exceptions cieated
by capital improvement projects, mining and other extractive
activities, regional and village corporation projects, expan—
sion of government services, and other activities that create
jobs and stimulate the provision of services. However, 1t 1s
difficult to conceive of an economic base that would confer a
cash subsistence over such a vast and undeveloped area. The
cultural implications of a full transition from a subsistence



to a cash economy are so profound that Native Alaskans must
be assured the freedom to pursue the lifestyle of their choice.

Absence of Financing

In financial markets, money seeks strength; that 1s, 1t goes
where 1t can find other money. For this reason, commercial
ler.ders do not want to become involved 1in cash poor areas, and
subsidy ana guaranteed loan programs are by and large more use—
ful 1n urban or built-up areas where there is an intact and
working cash economy. Bond portfolios which are based on re—
mote area mortgages are not competitive. The second mortgage
markets offered by the Alaska Housing Finance Corporation do
not reach all those in the rural and remote areas of the state
who need new and rehabilitated housing. The federal government
also provides a second mortgage market through the Federal Na-—
tional Mortgage Association (Fannie Mae). Like the state’s
second mortgage markets, Fannie Mae®"s purpose is Lo promote

the flow of capital into the housing marRel by purchasing mort—
gages from commercial lenders. However, Fannie Mae purchases
only conventional mortgages, where the property in question

has a clear title, fire insurance, road access, meets appli—
cable building codes (the Uniform Building Code and/or HUD
Minimum Property Standards) and is served by approved util—
ities. As might be expected,. Fannie Mae is less capable of
serving bush Alaska than the more specifically designed state

programs.
It is because the above conditions are largely unmet in the
bush, 1i1n addition to a shortage of cash in circulation, that
private financing is largely unavailable.

High Construction Costs

The distance from supply centers, the absence of an overland
transportation system, the high cost of air freight, prevail-



ing wage legislation and the occasional necessity to import
labor all conspire to raise costs in remote Alaska to levels
100% higher than in Seattle. This 1is as true for consumer goods
as 1t i1s for capital improvements. The role of planning in
reducing housing costs 1is. discussed®™ in the paragraph

High Cost of Transportation.

Insufficient Remote Area Housing Subsidies

Over the years, a number of programs have been used to provide
remote area housing. The Alaska State Housing Authority op—
erated the remote area housing program in the 1950"s as well

as administering the Bartlett Act in the mid-1960"s and other
federal and stati funded programs 1in the early 1970"s. ASHA
acted as the Pub..ic Housing Authority for the entire state un—
til the formation of the Regional Housing Authorities in 1972.
The Department of Housing and Urban Development has used the
Turnkey, Mutual Self-Help and Indian Setaside programs. These
have funded une construction of A,000 housing units between
1970 and 1980 (including some BIA housing), excluding Anchorage,
Fairbanks, Juneau, Ketchikan and Sitka. Three thousand eight
hundred of these units are located in 112 towns having popula—
tions under 1,000; an accurate estimate of the percentage of
these units needing replacement or repair has not been made.
There 1is no current, accurate data on the physical condition

of rural and remote houses, nor of the number which must be
replaced or repaired, though the latter figure is probably a
significant portion (50%) of the housing stock. The Bureau

of Indian Affairs Housing Improvement Program provides cash
grants for rehabilitation and construction, but on a very modest
scale. In 1979, for example, the program constructed 51 houses
and rehabilitated 293, of which only 118 were brought up to
standard. The remaining 175 received o.ily essential repairs.
No state program currently exists that i1s both designed and
adequately funded to address remote area housing needs



at the level of magnitude of those needs.

Unique Design Characteristics ofwemote Area Housing

Essentially, this involves the recognition that remote area
housing 1is for members of indigenous cultures, whose life—
styles are substantially different from urban dwellers. A
house must be equal to its daily use and reflect the needs

of the peo. - <= for whom it is intended. For example, there
should be inteitior space for storage (snow machines, harnesses,
motors, Tfishing equipment, etc.); storm porch entries; func—
tional, durable utilities; outdoor sheds, etc. HUD archi—
tects, as well as those employed by the Regional Housing Author—
ities, have developed expertise in arctic design standards
through "hands-on"™ experience that is passed on to builders

in all HUD programs. However, what appears to be needed 1is

a concerted effort to develop an appropriate housing tech—
nology for regional arctic., and subarctic environments. The
practical experience gained by Alaska architects should be
represented in a set of arctic-quality building standards. A
thorough check has not been made of construction companies
which provide residential housing Alaska, to learn of their
designs for northern climates.

Severe Climatic Requirements

Gonvential "stick-frame" housing designed for a moderate

climate 1is not sufficient to withstand the rigors of arctic

and subarctic environments. Houses should heat efficiently at
very low temperatures; they should withstand high winds and
heavy snow loads; above all, they should be designed and built
to provide reliable service fc'- the.life o1 a mortgage (30
years) at a minimum. Kuskokwim Community College has a progranm,
"A House for Bethel™, in which students designed and built an



energy-efficient home for use 1in northern climates. Similar
programs could be offered throughout the community college
system, and the University of Alaska at Fairbanks, Anchorage
and Juneau could offer technical and program support.

Community Size and Structure

Generally speaking, small, remote communities have fewer of
the kinds of support services necessary to provide and main-—
tain satisfactory housing (carpenters, electricians, retailers,
banking services, jobs) than any of the state®s communities.
This condition cannot be wholly mitigated; however, some re-
sidents from each village or association of villagés could
learn house construction and maintenance techniques at a
community college, the University of Alaska, or a Regional
Housing Authority. Houses should in all cases be designed

and constructed to minimize lifetime maintenance needs.

AosencO 01 v™orumunxty Facilitz.

Many of the towns and villages in the state in most need of
new housing are also without public sewer and water facilities
and i1n some cases, electricity. Well-planned community deve—
lopment typically has the installation of utilities precede the
construction of houses. However, the cost, logistics, timing
and degree of interagency cooperation involved makes such
scheduling difficult and requires that funds be committed in
advance to allow for two, three or four years lead time be—
tween initiating village improvements and constructing new
housing. It will require virtually a village by village as—
sessment to establish regional and village construction and
improvement schedules. The Indian Health Service has com—
pleted rough assessments of sewer and water needs for all
villages in the state; however, detailed feasibility studies
have been done for only those villages receiving some form

of utility service. See Section V.



Absence of Local Construction Capabilities

Many villages in the state do not have a work force available
during the construction season, nor are residents skilled in
construction techniques and other activities related to house—
building. As a result, labor must be imported or locals must
be trained. In 1972, for example, the cost of imported labor
for Turnkey 11l contractor-built housing in Gambell, an island
community of 370, 3,000 miles from the nearest source of sup—
plies, resulted in a per-unit housing construction bid of
$80,900. The bid was rejected. On the other hand, the HUD
Mutual-Help Program has involved village residents directly

in the construction of their own homes, thus lowering the

per unit cost, while educating residents 1in construction and
maintenance skills. Training local residents in the construc—
tion, care and upkeep of new homes 1is a key to the success

of any remote area housing program. A lasting benefit will

be gained by a program or_programs which help develop the

basic mechanisms of housing supply in rural and remote Alaska.

Lack of Title and Fire Insurance

The lack of title and fire insurance for the property and

homes of village residents 1is a major deterrent in the flow

of mortgage capital into the bush. In bond markets, bonds

are often raised on the mortgage paper held by an institution
or corporation. These bonds will sell or be competitive only
if certain mortgage conditions can be met, which routinely
nclude the presence of public utilities, road access to homes,
building code enforcement as well as a clear title to the pro—
perty, and fire 1insurance. As mentioned, it is the widespread
absence of these conditions in the bush, 1in addition to a
chronic cash shortage, that makes private money largely un—
available. =



The state has recently established a Rural Housing Mortgage
Insurance program, a Rural Housing Hazard Insurance Fund," and
a Rural Housing Title Insurance Fund to help address this
problem. These programs are to be funded by the Department

of Revenue when 1insurance from other sources satisfactory to
private mortgage lenders 1s not available on reasonable terms.
The use of these funds 1is intended specifically for housing
located in "remote, blighted or underdeveloped areas of the
state. The settlement of Native land claims, particularly land
grants.made by village corporations to local governments, will
assist in establishing clear title to land for families and
individuals.

High Cost of Transportation

Shipping and freighting services to remote Alaska are seasonal,
expensive and occasionally undependable. Barge and airplane
service take the place of, road and rail networks, making air—
fields and navigable waterways essential to the provision of
supplies. In addition, many villages are located a thousand

or more miles from the central supply areas of Anchorage and
Fairbanks. It 1is this combination of distance and shipping
methods that maintains high transportation costs. These costs
are increasing annually, primarily as a result of increasing
fuel costs. No single figure 1is given in this report for the
annual amount of rate hikes, although it is figured to be as
high as 3570 for some locations. A report prepared for the House
Finance Committee by Parker Associates, released in June, 1980,
estimates that at the present rate of increase, fare and freight
rates will double every two or three years on bush and rural

alr carriers.

An effective method of mitigating transportaion costs is through
careful planning. Logistically, this would entail the shipment



of sufficient construction materials to undertake all construc—
tion projects scheduled in contiguous or approximate villages
during the same construction season. Doing so would result

in economies of scale iIn shipping, thereby reducing per unit
transportation costs over what those costs would be if a series
of smaller, single shipments were made at Afferent times to
individual villages in the same region. The bulk provision of
materials assumes the existence of a comprehensive housing
plan, or some kind of overall policy structure within which
needs can be i1Jentified, priorities establishid and resources
allocated on a regional basis.

Lack of Housing Data

There 1s no central source for statewide housing data. Such

a data source would have information on housing starts and

their location, type and cost; whether they have been public—

ly or privately financed;-the funding source, if publicly financed;
"nuare footage and number of rooms; lor sice; and other infor—
mation as thought necessary. Assessment of both the existing
mousing stock and the demand for new housing is essential if

the Regional Housing Authorities are to prepare accurate pro—
grams for housing improvement.

Housing information is currently spread among a number of
agencies including the State Housing Authority, the Regional
Mousing Authorities, the Department of Community and Regional
Affairs, the Department of Housing and Urban Development and
the Bureau of Indian Affairs. HUD 1is the best single source
of statewide housing information; however, the dispersal of
data acts to stall the formation of regionally based urograms
and policies by keeping housing data fragmented and dispersed.

The formation of a statewide nousing policy and the need for

1L-



centralized planning could create a tendency to consolidate
decision-making; it iIs therefore essential that there be lo—
cal participation at all levels of housing delivery from the
planning and design stage to the construction stage. Ideally,
policy should be developed locally through the Regional Hous—
ing Authorities. The Authorities should also have the staff
capability to monitor village desires for housing, economic
development, and capital improvements.

Short Construction Season and Difficult Logistics

The construction season in much of arctic and sub-arctic
Alaska 1s short, usually lasting no more than four moths,
and sometimes as little as two months. In order to take

full advantage of this time, advanced planning is essential
for the timely purchase of building materials and their
movement to specific building sites. The North Slope Borough
has stated that construction in the Borough occurs year-
around, taking advantage of the winter months to land cargo
aircraft on seasonal lake-top runways.

Poor Communication Linkages

Some rural and remote communities do not have reliable tele—
phone communication with either one another or with the me —
tropolitan areas. For many residents of the bush, mail ser—
vice 1s the most common form of communication, though tele—
phone service is more widespread than in the past. For the
outsider™, air travel into the bush can be both costly and
time-consuming, though i1t remains the most effective form of
communication with remote communities. This communication
barrier creates difficulties in getting program information



to villages, and tends to pre-empt local "consumer™ involve—
ment in program decision-making in favor of the bureaucratic
"providers™. Telecommunications could bring some relief to
this problem, as would an active role played by th? Regional
Housing Authorities. The Housing Authorities and/or Village
Associations could assume the role of* information dissemin—
ators, 1informing residents and village councils about housing
program and finance matters, and educating them in the use

of programs as needed.

Uncertainty over Native Selection of Lands

Land selections by both the regional and village native cor—
porations should act to remove some uncertainty over land own—
ership by individuals. The Village Corporations are required,
under the terms of ANCSA, to grant 1,280 acres of land to the
village municipal governments. Where no local government ex—
ists, the land can be passed in trust to the state. In either
case, such a land transfer will expedite private ownership of

land by families and individuals, and help resolve the ambi—
guity over title that is now so widespread. In addition, na-—
tive Alaskans can get preference rights to land, which can be
pledged as security for repayment of mortgage loans (AS 18.56.097)
However, the conveyance of land to indigent Alaskans 1is fraught
with complications ar.d is not nearly finished. A complete as—
sessment of the relationship between native lands selection

and the piovision of housing has not been undertaken at this point

Absence of Comprehensive Regionally-Based Housing Policies

The creation of regionally based housing policies should not -
be construed as advocating a bureaucracy to administer these
policies. The state already has a housing delivery mechanism

-- ASHA for the urban and built-up areas and the Regional Hou-



sing Authorities for the rural areas -- state-funded second
mortgage markets, and other program responsibilities.

The purpose of regionally based housing policies i1s to es—
tablish a framework for allocating resources such as state
and federal housing money, materials, time, labor, etc. The
Regional Housing Authorities, the Alaska State Housing Auth—
ority, the Alaska Housing Finance Corporation, and the Divi—
sion of Housing in the Department of Community and Regional
Affairs should participate actively with local residents and
their representatives. While some difficulties 1in policy
development may be encountered owing to the vested interests
of participants, they nevertheless represent the "front line"
agencies 1involved 1in housing provision in the state, and there
fore have an important role in determining how that provision
should occur. Policy administration should be conducted re—
gionally, through the Regional Housing Authorities.

The Desire of Some Villagers to Retain a Subsistence or Semi-
Subsistence Lifestyle

Proof that such a desire exists has been documented in A Hou-
sing Study for Alaskan Natives, NBBJO, 1975. In the study,
residents of several villages expressed a dislike for hignway
access, fearing that it would ultimately result in the loss
of traditional lifestyles. This attitude cannot be univer—
salized for all villages or for all the people of any single
village, and 1t is difficult to assess without an extensive
sampling of village councils and/or residents.

The question this attitude raises concerns the r;ole to be
played by the white culture in community and economic deve—
lopment projects in tlvi*bush. Local residents should parti—
cipate in decision-making, when capital improvement and other

0
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development projects that may have an impact on Native life—
styles are proposed to take place.

Insufficient Institutional Resources

State programs are in place, but are not sufficiently staffed,
funded or coordinated to fully address the housing needs of
Alaska®s rural and remote area citizens. This 1is brought into
focus when one considers the extent of the planning and ad—
ministrative work which will be needed to provide several
thousand houses over a vast area in a 10-15 year or longer
period. The cost of providing new housing and community water
and sewer utilities sufficient to meet 1976 needs was esti—
mated to be $300,000,000 in a report piepared by Robert R.
Nathan and Associates in 1975 (2(c) Report: Federal Programs
and Alaska Natives). While no currert figure exists, it
would no doubt be significantly higher than this.

Another condition which 1is perceived to impede a coherent,
statewide housing strategy, 1is the dispersal of housing pro—
grams among separate agencies. However, the formation of a
single Departmi at of Housing has not been well received by
public housing .uthorities in the state, and is commonly

seer, as "just another layer of bureaucracy.”™ A possible
solution would be to coordinate existing programs under a
collectively agreed 1ipon state housing policy.

Severely Under! *"/eloped Local Governments

Local i1nvolvement in housing delivery assumes the existence

of some form of local government, yet many village governments
have few resources (financial, technical, administrative) at
their command. If villages are to participate actively 1in
housing programs which affect them, they will require assis—
tance which can be offered by or through the Village Associa—



tions and/or Regi nal Housing Authorities. The Department
of Community and Regional Affairs could provide funds and tech—
nical assistance in establishing local government capabilities.

Lack of Environmental Data

Physical, environmental data 1is indispensable in making land
use decisions. An environmental data base for villages would
include information on soils, hydrology, geology and topo—
graphy, as veil as siting for solid waste disposal, 1identifi—
cation of water supplies and gravel pits, location of docks
and ailrports, etc. An environmental data base 1s an essen—
tial tool 1in determining where development can occur ~ith the
least impact on natural systems. Studies done by various
state and federal agencies (Corps of Eng_neers; Office of
Coastal Zone Management; Department of Natural Resources;
United States Geological Survey, etc.) have not been collec—
ted or reviewed to determine the extent of the data base which
already exists for given locations.

Location of Villages in Environmentally Hazardous Areas

This refers to villages which are located in river floodplains,
wetlands, slide areas, areas subject to tidal inundation, etc.
These villages often correspond to long-established hunting
or fishing camps which have become permanently settled during
the last two hundred years or so, and which have strong cul —
tural and historic ties to their inhabitants. The problem
concerns whether or not there should be a public expenditure
of funds for capital improvements 1in environmentally hazar—
dous areas such as .floodplains. Conversely, making the a-
vatlability of public funds contingent on village relocation
to environmentally safe areas can be expected to meet with
strong disapproval from affected village residents.”



Another matter to be considered here is the number of permits
which may be required for new construction in wetlands and
floodplains. Depending on the nature, size and location of

a proposed project, permits may be required from a number of
state and federal agencies including the Corps of Engineers,
the Environmental Protection Agency, the National Marine
Fisheries Agency, the State Department of Environmental Con—
servation, and the State Office of Coastal Zone Management.
Permit requirements may lengthen development timetables and

may slow down or halt development in specific instances and
locations.
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The Absence of Community Development and Land Use Plans
Community development and land use plans are commonly considered
to be a prerequisite to the. growth and development of a town or
region. Such plans 1identify the land base (biophysical assess—
ment), determine the community needs and resources, then
establish goals toward which the community can commit its time
and effort. The preparation of village land use and/or devel —
opment plans should clarify local wishes and needs for the
physical patterns of siting and development, and therefore

offer a coherent program for the location of houses. Planning
assistance to communities 1is a priority. Such assistance would
on all liklihood originate in the Department of Community and
Regional Affairs, but should be administered locally through

the Regional Housing Authorities.



PROGRAMS AND SOLUTIONS

Individual problems in the provision of housing combine to
create a situation which cannot be dealt with effectively in
a piecemeal fashion. Systematic approaches must be used to
address a problem which occurs in financial, socio-economic,
cultural and institutional contexts, all of them interre—
lated. Conditions such as climate, transportation methods,
short construction season, and difficult logistics cannot be
overcome by dollars alone.

Any effort to mitigate these and other conditions will re—
quire several-year financial commitments, adequate Iea?—
times ancl careful planning. It would be an inefficient use
of time and energy, for example, to transport construction
materials to a single village one summer, then again to a
nearby village the following summer. Materials should ar—
rive for use in several or more villages in time to make full
use of the construction season.

Community size and structure, and the desire of some village
residents to retain a subsistence or semisubsistence lifestyle
should not be abridged by policy or program action. The right
of Alaskan Natives to pursue traditional lifestyles must be
assured.

It i1s doubtful that Federal government funding for housing

in Alaska will be increased over current levels. \More

likely is the possibility that funding levels will remain
static or be cut back, though no prediction can be made

with certainty at this point. In any case, the state will
have to assume the lead role in the provision of bush housing
if the situation is to be addressed at a scale equal to the
need. Essentially, this will require firm program and finan—
cial commitments, as well as close cooperation with the Re-



gional Housing Authorities. Tlie bottom line is the construc—
tion of appropriate, durable housing, and the achievement of
this objective V7illrequire that it become a priority concern
of state government.

The state has the programs and delivery system in place to
make significant moves toward alleviating the bush housing
problem. What is needed is a reliable and sufficient long—
term funding source, a policy or set of guidelines to assure
the efficient expenditure of funds, and a housing and commun—
ity development program to assure that housing is provided

as one component of an overall package including environ—
mental assessment and land-use planning, installation of
appropriate community water and sewer systems, and the arti—
culation of community desires for economic development. It

is important that the construction of housing occur within

a larger context of community development.

The Alaska Housing Finance Corporation has expanded 1its ser—
vices into rural Alaska. Although in the past it has worked
largely in urban and cash-structured areas, the Corporation
has authority to address the state"s rural and remote area
housing problems, under two programs specifically designed

to serAu rural residents. The Rural Mortgage Purchase pro—
gram as budgeted offers 8-3/4% mortgage interest rates to
qualified families and individuals who live iIn towns having

a population of 4,500 or less and no road or rail access to
Anchorage or Fairbanks. The program finances owner-occupied
single-family dwellings and duplexes, and has been expanded
annually for three years to meet the demand for this kind of
service. The Rural- Non-Owner Occupied Mortgage<urchase pro-"
gram, provides -ubsidized interest rates on structures of up
to eight units, .hike the Owner-Occupied program, 1t is avail—
able only in communities of 4,500 persons or less with no rail or
road access to Anchorage or Fairbanks. The program was ini—



tially funded with a loam from the Departm- v of Revenue; how—
ever, that Department®s lending power wel Atricted i1n the
last legislative session, and no other i * were appropriated
or made available 1n Senate Bill 1.

The Corporation also operates the Home Ov/nership Assistance
program. A fund established under this program will sub-—
sidize a qualifiedi borrower 1s mortgage interest rate down to
6%. Demand for the program, which went into effect in Decem—
ber, 1980, 1is expected to be high.

The Division of Housing Assistance was created last year in
the Department of Community and Regional Affairs. Ess?ntially,
this Division was set up to act as a second mortgage market,
purchasing mortgage and home 1improvement loans for nonconfor—
ming housing and purchasing loans made to buy building mater —
1al for rehabilitating nonconforming housing. The intent was
to make money available from commercial lenders to home-owners
or buyers whose homes do not meet the minimum property stan—
dards usually required to secure a loan.

The program hasn"t yet been implemented and 1is currently under
study for revision. It may be changed to a direct loan pro—
gram, bypassing the banks and/or Regional Housing Authorities
as intermediaries, to deal directly with its clients.

Transportation and labor costs are not covered under the cur—
rent legislations, and this will impair the programs effec—
tiveness where transportation costs are high. Air freight
expenses can account for up to 9070 of the costs of housing
improvement, depending on location.

The Division recently released a study concluding that exis—
ting loan programs for mobile homes are sufficient (the Mort-



gage Company of Alaska has subsequently gone out of business)
and that the state should not provide funds for conservation
retrofits in mobile homes.

The role of the Alaska State Housing Authority will not be
discussed in detail, as their program commitments are in the
urban and cash-structured areas of the state. However, ASHA
can play a valuable part in any effort towards the creation
of a housing data bank and the formation of a statewide
housing policy. The Authority has a long (30 year) history
of involvement in Alaska housing, and has both the experi—
ence and staff expertise to provide invaluable assistance

In addressing remote area housing 1Issues.

In addition to these "provider"™ programs, housing delivery
Is set up for rural Alaska through the Regional Housing
Authorities. These Authorities have essentially the same
powers as the Alaska State Housing Authority, and deal di—
rectly with funding sources (HUD) for their subsidy money.
The twelve Regional Housing Authorties comprise the member—
ship of the Alaska Association of Housing Authorities. Pre—
sently,, the Association has neither the funds nor the

staff to address housing issues on a statewide basis; nor 1is
It in a position to coordinate the activities of its con—
stituent members, or gather or scppl®r information.

Correspondence with the executive directors of the Authori —

ties shows that a shortage of funds is their chief problem.

The thinking of the respondents (6 of 13 contacted) was that

by establishing the Regional Housing Authorities, the State

also created an obligation to provide assistance to Housing Au-—
thorities needing help to carry out their work. Such work might iIn—
clude housing studies and related social and economic reports, as well
as land-use and community development planning. While seven

of the housing authorities had not responded (Bering Straits,



Bristol Bay, Cook Inlet, Copper River Basin, Metlakatla, North
Pacific Rim, and AVCP) at the date of this writing, it is felt
that their concerns will closely approximate those of the re—
spondents (NANA, Kodiak Island, Arctic Slope, Interior, Aleu—
tian Chain and Tlinget-Haida).

The Housing Authorities have gained valuable experience 1in
the management of subsidized housing through their close as—
sociation with Housing and Urban Development, the Bureau of
Indian Affairs and Home VJeatherization contractors, notably
Ruralcap. AHFC also relies on the Housing Authorities to
sell and service subsidized mortgage loans under the Rural
Mortgage Purchase program. While some Housing Authorities
have staff capabilities and can perform a variety of work,
others will need assistance if they are to provide the range
of services outlined in this report.

House design and construction standards are other areas which
have not been well addressed b/ the provider agencies in the
past.

The Alaska State Housing Authority (AS 18.55.400), the Alaska
Housing Finance Corporation (AS 18,56.090(16) ) and the Depart—
ment of Community and Regional Affairs (AS 44.47.500) all have
the statutory authority to develop an appropriate housing tech—
nology for northern regions.

The two elements of a housing design program which should be
emphasized are the importance of user involvement in the de—
sign stage and the recognition that housing which 1is appropri—
ate for bush and remote areas may not meet HUD minimum Property
Standards or other construction criteria which ordinarily "qua—
lify" homes for bank loans. Remote area housing should be re—
gionally designed and built rather than be adapted from "con—
ventional™ plans. The ultimate test, though, 1is to construct



homes that are environmentally sound and compatible with the
social and cultural needs of those who will live 1n them.
Building codes should be based on performance standards ra—
ther than specification standards, to allow for flexibility

in the use of material and construction methods, while -assur—
ing the quality of the product. The North Slope Borough 1is
confident that new housing being constructed in their juris-—
diction 1is of adequate arctic quality. As mentioned, both

HUD and the Regional Housing Authoritir, have gained valuable
experience 1in arctic construction techniques. What appears

to be necessary at this stage is a formalization of design and
construction standards based on regional, environmental con—
ditions, and other conditions that have been set forth in

this report.

A matter of concern mentioned earlier is the absence of a
statewide housing policy to coordinate housing development.
Such a policy should be developed by the housing providers,
the intermediaries and the consumers or clients and it

should result in mutually agreed upon objectives congruent
with the more comprehensive goals of rural economic develop—
ment. Policy development should originate at the village
level and be expressed through the Regional Housing Author—
ities. These desires should then form the basis of policy
development at the state agency and administrative level.

The critical concern 1is that local participation in decision—
making be assured.

The role of the Native Corporations in housing has not been
assessed although all the corporations have been contacted
and asked to comment on their perceived role in housing pro—
duction. The corporations are profit-making entities, not
social welfare agencies, so that any involvement they under—
take would have to be to the benefit of their shareholders

It 1s an area which bears further scrutiny.



It 1s conceivable that housing production could be "shirt—
tailed” to capital improvement and other economic develop—
ment projects, and included as part of the base cost. Under
this scheme, port, highway, school and other public construc—
tion in the bush would mandate the construction of new housing.



AGENCIES WITH A SECONDARY INTEREST

The agencies with obvious and close involvement in housing
provision are those frequently mentioned in this report: the
Alaska Housing Finance Corporation; the Native Regional Hou-—
sing Authorities; the Alaska State Housing Authority; the
Department of Community and Regional Affairs; the Department
of Housing and Urban Development; and the Bureau of Indian
Affairs. Eacn ox these agencies has a mandate which involves
it directly in housing provision in the state; consequently,
these can be viewed as the agencies with primary interest.

There are in addition to the agencies with primary intFrest,

a number of other agencies, councils and programs having what
can be more appropriately described as a secondary relation—
ship to housing provision. These range from the state"s
Council on Science and Technology, with a strong research
orientation, to the federal Indian Health Service, which counts
sewer facilities construction among i1ts many program responsi—
bilities. The Farmers Home Administration 1is included here
because very little of their program effort is directed to

the. villages which a :e the subject of this report.

Farmers Home Administration

Farmers Home provides new housing largely to areas having cen—
tral sewer and water facilities. While the rule requiring
central facilities can be waived 1In some cases, the construc—
tion of ter. or more houses in one location requires that ser—
vices be in place. The demand for Farmers Home housing money
is great in presently serviced areas; consequently, the vast
majority of the agency®s housing runds goes to those areas.

A home rehabilitation program with some use in rural and re—
mote villages is offered in addition to new construction; the
program is severely underfunded ($100,000 per year), however,



and reaches few who are in need of it. Funds from this pro—
gram could be stretched 1f "piggybacked”™ with Housing Improve—
ment Program funds from the BIA.

Farmers Home finances the construction of central .sewer and
water facilities on a priority basis, with already established
communities have no facilities receiving first funding. "Pig—
gybacking™ of funds 1is not uncommon given the expense of iIn—
stalling sewer and water systems, and Farmers Home has pro—
vided funds iIn conjunction with the State Department of Envir—
onmental Protection Agency, the Economic Development Adminis—
tration and the Indian Health Service. Towns must have a pop—
ulation of 10,000 or less to be eligible; however, viljages

and small towns have not been served historically. Service

in the bush 1s typically provided in the regional commerce

and transportation centers.

Indian Health Service

One of the numerous program responsibilities of the Indian
Health Service in Alaska is the construction of sanitary sew—
er and water facilities iIn the state"s Native villages. IHS
works 1in conjunction with the Department of Housing and Urban
Development in an effort to provide utilities in villages
which have also been selected to receive subsidized housing.
Detailed feasibility studies have not been prepared for the
208 villages which are eligible for IHS assistance. Suffi—
cient planning has been done for all of the villages, how—
ever, so that there is a rough estimate of the villages®™ un—
met needs.

%
The IHS estimates that 50-60% of Alaska"s Native villages
have received some form of assistance for sewer and water
improvements since the 1960"s, but this figure very likely
is inflated, since at least some of the improvements will



need to be upgraded. Villages receive IHS assistance on a
request basis, in the absence of a system for allocating
utilities development money on a priority basis. Funding

iIs provided to villages in the form of direct grants. The
cost of providing utilities varies by location, with the
average cost per house in the neighborhood of $20,000. Pro—
gram funding has varied in the past, but over the last two
years has stabilized at around $14,000,000.00 annually.

Department of Environmental Conservation: Village Safe
Water Program ~

The Village Safe Water Program has been in place since 1972

and has constructed facilities in 11 villages. Thirty-one
additional villages are to receive water and sewer improvements
which were funded by voter approval of bond issues in 1978

and 1980. Projects are underway or have been completed in

at least 10 of these commpgities.

Villages in need of water systems are selected on a priority
basis by the Native Regional Health Corporations, who then
forward their lists to the Department of Environmental
Conservation for review. DEC screens the health corporations”
recommendations and submits a package to the legislature for
final review and amendments. The approved legislative pac—
kage 1s then put before the voters for the approval of bonds
to finance construction. Repayment of these bonds is the re—
sponsibility of the village residents who will benefit from
the service.

Unlike the Indian Health Service, the Village Safe Water Pro-
gram is keyed to villages which are not slated to receive

IHIUD or BIA housing money or any associated improvements. Es—
sentially, the program acts as an advocate for the villages

It serves by including village residents in the decision-making



process from the outset. User or client involvement is con—
sidered important to the success of the program.

The types of systems provided by the program vary according
to envirnomental, technical, social, cultural and economic
factors, with each system designed to be the most appropri—
ate for its location. Generally speaking, the program favors
the construction of low-cost, low-technology systems which
are easy to operate and maintain. This acts to reduce both
capital and long-term costs and to implement systems which
are scaled to the needs of those served.

The Rural Development Council ,

The relationship between housing provision and the role of
the Pvural Development 1is inherently close. The Council was
established to act as an "advocate of rural areas and small
communities presenting development issues before state, fed-—
eral and local governments, and in the private sectors"™ and
to "assist in laying the foundations of a healthy, rural,
private economic base.”™ In this manner, the Council®s work
nry act to stimulate the articulation of a rural policy, both
on behalf of the state, whose involvement in rural develop—
ment 1s indispensable, and on the behalf of rural residents
whose lives will be affected by the many forms of economic
growth.

This report has repeatedly stressed the close relationship
between rural housing production and rural economic develop—
ment. The Rural Development Council, while 1t i1s newly formed
and hasn"t had the time to develop a firm sense .of mission, 1is
nevertheless 1In a unique position to oversee and coordinate
rural economic activity. State efforts to enhance the basic
mechanisms of housing production and delivery in rural and
remote areas would appear to be an integral component of the



kind of economic growth that the Council 1is charged with ad—
vocating. This report has also stressed the importance of
developing housing programs and policies on the basis of lo—
cally and regionally expressed needs. This 1is consistent
with the Council®s advocacy role, by which the Council will
respond to local initiatives rather than formulate or imple—
ment programs without the benefit of local involvement or
consent.

Housing production 1is only one of many economic activities
which occur in remote Alaska. Public facilities construction,
electrification projects, utilities construction, resource
development and the provision of goods and services arF all
occurring, albeit in a dispersed manner. The Rural Develop—
ment Council could be in a position to coordinate the efforts
of public as well as private entities, to establish communi—
cation linkages between entities which are both routinely
involved or involved on a. single-project basis only in the
bush, and to act as an information clearinghouse for rural
economic policy and development information.

Alaska Village Electrical Co-operative

AVEC provides electricity to 48 villages, the majority of
which are situated along the Yukon and Lower Kuskokwim Riv—
ers In the western part of the state.

Initially, AVEC provided service to bush schools, then to
homes as the demand for residential service increased. The
utility relies on information provided by the Regional Hou-—
sing Authorities to establish priorities for providing ser- -
vice; however, there is neither a formal nor an ad hoc policy
for coordinating the rural electrification program with HUD
and BIA housing starts. The Co-op 1is allowed eighteen months

to provide service after receiving a notification for hook-up.



At the present time, all AVEC generators are diesel powered
and are operated and maintained by locally recruited workers.

The cost of AVEC produced power has been rising steadily since
the early 1970%"s and has more than doubled between 1974 and
1979, from 19.30 per KWH (Kilowatt hour) to 39.0c per KWH.

The Institute for Social and Economic Research at the Univer—
sity of Alaska has estimated that fuel costs for Native fami—
lies will rise from 28.87=, (1978) of annual income to as much
as 43.27, of annual 1income by 1988. Diesel prices being no
exception, the cost of electricity will also contirue to rise.

Opportunities to mitigate electricity rate iIncreases are
fivefold: subsidize fuel purchases; deliver and store fuel
(diesel) in bulk quantities; decrease household use to off—
set rising prices; maximize the thermal efficiency of struc—
tures; and develop renewable, local energy sources. Of
these, the first two would be helpful in the short term and
the latter two in the long term; the third alternative is
not feasible under present conditions. AVEC has been fol—
lowing wind power developments, but does not consider wind-
driven power generation to be a practical alternative at
this time.

Alaska Growth Policy Council

The Growth Policy Council was created by administrative order
within the Division of Policy Development and Planning, and
charged with examining growth and development related 1issues
in the state and forwarding policy and program advice to the
Governor®"s office. =

Since its 1inception in 1975, the Council has considered such
tcpics as on and offshore petroleum development, agricultural,
mining and tourism development, population growth and community



change. While many of the Council®s deliberations have had
only a secondary relationship to housing production, the find—
ings of a recent Council publication have a close relationship
to housing requirements in the state®"s remote villages. This
is the University of Alaska, Institute of Social and Economic
Research report titled, "The Impact of Rising Energy Costs on
Rural Alaska," mentioned above.

The Growth Policv Council can be viewed as a commentator on
issues which are related to or result from growth and develop—
ment in the state. The Council®s role 1n housing development
iIs a secondary one, since the Council 1is advisory only and
cannot become directly involved in housing improvement or
construction programs. The Council does have the authority,
however, to address housing as a single issue of concern and

to indicate, through policy suggestions, how the state might
commit i1ts time and resources to improve ruralJ and bush housing
conditions.

Rural Alaska Community Action Program (RurAL CAP)

RurAL CAP is one of several contractors receiving United
States Department, of Energy funds to conduct a program of
home weatherization. It is virtually the only contractor
doing weatherization work in the north, vest and southwest
areas of the state, where many of the villages that are the
subject: of this report are located.

The weatherization program was established in the Department

of Energy in 1975 to help low income, elderly and handicapped
households conserve- energy through insulating, caulking,

weather stripping and other methods of improving the thermal
efficiency of dwellings. Since that time, RurAL CAP has weather-
ized 2,400 houses in the state, split roughly half and half
between villages and larger communities.



Several problems impair the effectiveness of the home weather
ization program in the state. In the first place, federal
eligibility guidelines do not account for Alaska incomes or
cost of living, with the result that many households which
ought to receive assistance do not qualify for it. In ad—
dition, administrative costs are limited to 5% of the money
total available for weatherization, making the program un—
desirable in some instances where grants to local agencies
are small. Finally, transportation costs, which can account
for up to SO% of the total cost of weatherization per unit

in seme loe.ations, must be paid from the grant amount avail—
able per unit. There 1is at the present time no state money
available to match aid stretch federal weatherization funds,
discounting that which 1is available through the Residential
Energy Conservation Fund in the Department of Commerce.

RurAL CAP does not go into an area unless 1t has received
Regional Housing Authority or Native non-profit corporation
approval. RurAL CAP also relies or. the Regional Housing
Authorities to combine weatherization funds and Bureau of
Indian Affairs Housing Improvement Trogram funds in the ab—
sence of any policy for program coordination at the state
level. Conceivably, rehabilitation money from these t”o
sources could also be combined with Farmers Home Administra—
tion rehab money to further enhance home improvement oppor—
tunities .

No audits have been attempted to date to determine the fuel
savings which have resulted from the program, owing largely
t;o the absence of a control group of "before and after™
houses in varied geographic locations. RurAL CAP has ap-—
proached the Alaska Energy Center with the idea of setting
up model village programs for energy auditing. The purpose
of such *n exercise would be to establish regional standards
for thermal efficiency in dwellings.



The Alaska Renewable Resources Corporation

The Corporation was established in 1978 and charged with pro—
moting the development of the state®"s renewable resources.

The overall corporate goal 1is to create a renewable resource
economy in the state by encouraging private market develop—
ment of renewable resource industries or the application of
renewable resource technologies to already established in—
dustries .

Essentially, the Corporation acts as a private investment
firm using public dollars to bring private projects or in—
dustries to the commercial stage. Thus, the Corporation acts
not to advocate the concept of such development, but to Im—
plement proposals vhich show reasonably good potential for
success. It iIs in this sense a "hands on" agency.

|
A private sponsor promoting housing with some form of renew—
able resource application in design or construction methods,
and which meets the requirements set forth in AS 37.12.015,
could be eligible for assistance. Houses built from local
materials such as logs, or incorporating design and siting
principles for passive solar spaci and water he<;ing, or de—
riving household power from wind generators could a?l conceiv
ably qualify for financial aid. The critical element from
the perspective of housing provision is that a proposal be
at the development stage when presented; the feasible appli-
catior of an appropriate technology must be demonstrated for
a program to be considered for approval.

Keeping in mind the. state®s commitment to renewable resource
and appropriate technology development as expressed through
the Corporation, the Council on Science and Technology and
the Division of Commerce, it i1s conceivable that a housing
development program could be started which would satisfy the



dual requirements, of providing needed, additional dwellings
and promoting renewable resource development;.

The Council on Science and Technology

The Council was established as an advisory board in 1978,

and charged with overseeing md coordinating research acti—
vities in the state, determining research priorities, evalu—
ating research needs and administering the Northern Technology
Grants Program. The grants program and the recently established
Needs Assessment Committees are of particular interest with
respect to housing.

Northern Technology 1is defined as "the application in Alaska
of methods of energy generation, waste disposal, recycling,
food production, transportation, building design and indus—
trial enterprise which may be more efficient and less costly
and less energy intensive, then those methods presently uti—
lized ant, which are appropriate to the \latka environment."”
The T 1 solicits proposals from citizens, judges them and
grants awai”™ ?~ amounts not to exceed $5,000. Of the nearly
600 applications received in 1.980, 44 projects ranging from

a solar wood drying kiln to a demonstiation of arctic home
construction techniques received funding Unlike the Renew—
able Resources Corporation, the Northern Technology Grants
Program does not require that a project be commercially feas—
ible to be funded. The progran. is theiefore an incentive for
individual 1inventiveness and can be viewed as cheating a
"breeding gro md"™ for “.nnovative i1deas and technologies, some
of which may demonstrate the potential for widespread appli—
cation.

Needs Assessment Committees have been established in a number
of subject areas including Comr. unity Structure, Transportation,



Renewable Resources, Cultural/Lifestyle Relationships, Energy,
and Communication and Information Transfer. Of these, the
energy report has been completed while the remainder are pen—
ding. While all of the subject areas have a bearing on hou—
sing production, the Community Structures report 1is expected
to be of particular interest. The report will focus on the
physical structure of communities (homes, roads, port faci—
lities, sewer and water systems, public buildings, etc.) and
vjill ultimately be directed to the legislature for review.

It should provide an overview of community problems, and suggest sol—
utions .

Division of Energy and Power Development

The linkage between this Division of the Department of Com—
merce and Economic Development and rural housing provision

is HCS CSSB 438, the Alaska Energy Bill. HCS CSSE 438 es—
tablished the Residential-Energy Conservation Fund; the Alter—
native Technology and Energy Revolving Loan Fund; a colle a
level program on alternative energy systems, conservation and
solar design and construction methods; and a requirement for
long-term energy planning to include energy conservation and
alternative energy systems as plan elements.

Under the residential conservation program, auditors perform
on-site inspection of homes, calculate heat loss and suggest
corrective measures to increase a home®"s thermal efficiency.

A homeowner may then receive a state loan or grant to perform
the necessaxy work. Audit training workshops have been held

in the state"s principal cities, and are scheduled for the
regional urban centers of Earrow, Nome, Kotzebue and Bethel.
Workshops could be held in other regional centers, further ex—
tending application of the program into villages and small
communities.



The alternative technology loan program is designed to fund

a variety of projects, but 1is used chiefly to develop renew—
able energy sources for home use. The largest number of loans
has been fo;; the installation of wood stoves, followed by oil
to electric heat conversion (Juneau), solar design and con—
struction and wind power generation. Although the enabling
legislation for this program is much like that for the Northern
Technology Grants Program, the essential difference is that
this program is geared for projects which have a high potential
for widespread application, while the NTG? as mentioned pre—
viously, 1s geared more to promoting innovation on a single—
project basis.

The long-term energy plan will include both an energy con—
servation element and an element on research and develop—
ment projects involving alternative energy systems and local
energy sources. Preparation of the plan is currently under
contract and i1s to be suamitted to the Legislature on Febru—
ary 1. Conceivably, this document could lay the basis for
state energy policy in the bush.

Soldotna and Anchorage Community Colleges are now establishing
two-year Associate of Arts programs in alternative energy stud-—
ies. In addition, auditor training programs will be offered

at most community colleges in the state. Programs such as
these, along with the "House for Bethel"™ program which has

been offered at Kuskokwim Community College would be integral
components of a college level program in Alaska housing tech—
nology. Further, the development of local, renewable resources
for home heating and electricity production, combined with
appropriate housing design for arctic regions, will mitigate
the demand for costly fuel purchases over the long-term.

These entities have a range of expertise and interest, from



the installation of conventional utilities to the development
of solar heated homes. The 1involvement and interest in housing
provision on the part of these groups represents an important
resource in forming thorough, long-term solutions to the shor—
tage of decent housing in rural and remote communities. The
Division of Power and Energy Development, the Council on Sci—
ence and Technology and the Renewable Resources Corporation

all have a legitimate roLe in promoting conservation and re—
newable energy development which could, for instance, lead to
a stabilizing or decreasing demand for fuel as well as new
design standards. Similarly, the Farmers Home Administration,
the Indian Health Service and the Department of Environmental
Conservation have a great deal of combined experience in the
application of utility systems to Alaska conditions The

state could utilize 1ts institutional research and "hands-

on" or applied talents in an effort to address housing con—
struction in remote Alaska in a manner consistent with the
complexity of that endeavor.

The ultimate success of a housing construction program for
remote Alaska will require bouh a strong committment and a
comprehensive approach 1in addressing the kinds of 1issues
presented here.



AREAS OF LEGISLATIVE INQUIRY

A preliminary search for solutions to the remote area housing problem has
identified areas of inquiry and potential action for Alaska lawmakers.
The solutions are general in nature. They are intended to show areas

in which legislative action can be undertaken, while not nuking spe—
cific suggestions for the form that a given piece of legislation should
take. The solutions are diverse, including direct money grants, program
development, expanded mortgage market assistance, and the creation of a
housing information system.

Cbrrmitment of Program Financing for a Two, Three or Four Year Period

Long-term financial commitments are necessary if capital improvemkits such
as water and sewer facilities, and electrification projects are to precede
the construction of new housing. Hie predictable availability of program
funds would allow community development to occur in an orderly manner.

For example, a village in need of new housing may also require land-use

and development planning anu puuxxc jlaci.xi.lxes such ao sewer and water
systems, an airport or expanded airport facilities, a wind generation sys—
tem, a dock, bulk fuel storage, etc. |If a village or coirrrunity were as—
sured of receiving housing money in 1981 for use in 1984, it would simpli—
fy and exp dite the coupletion of other projects which typically pre—
cede housix.g construction. Hie year to year budgeting of housing construc—
tion money thwarts a comprehensive assessment of and solution to housing
shortages in remote areas. Long-term budgeting would allow for community
planning as well as establish a framework within which the full spectrum of
community developnent issues could be addressed.

Passage of Planning Enabling Legislation
This would allow the regional Housing Authorities to conduct land use plan—

ning in unincorporated villages and other villages not specified under AS 29,
Article 4, Sections 29.33.070-245 and 29.43.010-40.



Land-use planning is a necessary component of orderly community growth and
development. While villages and small communities do not generate the com—
plex and conflicting demands on land that occur in cities, they nevertheless
can benefit from a method of land allocation that specifies public and pri—
vate uses, separates incompatible uses, and sets down the physical basis

for growth and development.

The Regional Housing Authorities appear to be the agencies most capable

of conducting land-use planning and acting as clearinghouses to disseminate
planning assistance and information in those areas of the state where

there are no borough or municipal governments, or where such governments
are underdeveloped and lack the fiscal and administrative capabilities to
act independently. The Department of Community and Regional Affairs should
play aii instrumental role in providing personnel, program and technical
support to the Housing Authorities.

In addition to planning authority, the Regional Housing Authorities could
also assist in the creation of locally and regionally based building codes
which reflect local needs and conditions and 31 »1sn acceptable to lenders,
insurers and the appropriate state and federal agencies.

Revision of AS 18.55.995-996 to Specify the Authority of die Native Regional

The Authorities were established In 1971 in response to President Nixon®s
Indiar Housing Program for Alaska, which was to have constructed 1,200 new
homes a year over a five year period hi Alaska native villages and commu—
nities. The Regional Housing Authorities, meanwhile, face a variety of
Issues related to housing production, which they are not specifically en—
abled to address. Hie conditions of housing production in bush Alaska
given in Part Il of this report, show the complexity of the situation as
well as demonstrate the need for regionally based plai ning. The authority "
of the Regional Housing Authorities in addressing remote area housing con—
cerns should equal the unique nature of those concerns.



Development of an Appropriate Housing Technology for Northern Regions

Essentially, this refers to a house®s ability to perform well over an ex—
tended (fifty year) period under environmentally demanding conditions.

It includes such things as heating efficiency, maximum use of local mat—
erials and resources, recognition of the unique lifestyle of remote area
residents, 1innovations to reduce cost, and development of performance
standards for arctic and subarctic area buildings.

Programs could be expanded or created in the University system to develop
durable, useful, environmentally suitable housing in remote Alaska. A
program or programs should not be concerned with design alone, however,
but should also include economies of production, delivery and construc—
tion, use of local materials, innovative uses of materials, adherence to
energy efficiency and the use of renewable energy resources where possible,
and involvement with the public and private agaencies and markets that
will produce the housing. Any such program should be oriented towards
producing feasible, marketable housing. Other alternatives would be to
encourage the creation of designs by private firms; to establish a program
similar to the Council on Science and Technology®s grants program, with

an emphasis on innovations in housing design and coastruetion; and to
actively seek out information from other countries such as Canada, which
lias already developed northern housing design and construction technologies.
Thermal efficiency is not a desirable, but an essential part of liousing
built in arctic and northern regions. Hie University of Alaska, Institute
of Social and Economic Research, has estimated that rural Native house—
holds will spend 43.3% of their annual income on energy by 1988 (up from
28.8% in 1978). While this figure will vary as actual conditions deviate
from the assumptions that underlie i1t, i1t shows the seriousness of rising
energy costs in clear terms. New housing must be energy efficient both

to ensure the conservation of fossil fuels and to ease the debt burden

for fuel for remote-area families and communities.



Establish a State Lands Setaside Program to be Used for the Construction
Of Low and Ibderate Income Housing

The availability of land, or rather the lack of availability, iIs a signi—
ficant deterrent to housing production. Land which could be made avail—
able at no cost would lower overall development costs, assist in title
clearance and stimulate interest by private investors and builders. Such
a program would have to be set up so that land would not become available
where there was excess housing; availability would have to be keyed to a
shortage of units and/or to areas with a high number of substandard or
dilapidated units. As a control measure, the availability of investment
land could be made contingent on the developer®s consent that s/he make
no more than an 8% (or the accepted industry average) profit on her/liis
investment. Conceivably, the costs saved on land would be returned Lo
tenants as lowered rents.

Creation of a Deep Subsidy Loan Program

A program such, as this could provide no-money-down, one-percent loans to
qualified applicants, much like Section 502 of the Rural Housing Loan pro—
gram administered by the Fanner®s Home Administration. It is not known
how many people would qualify for money at 1%, who would not qualify for

It at 6/c under the Home Ownership Assistance program. Widespread use of

a program such as this, while it would enfranchise additional buyers, would
also be very costly, if not unaffordable. The state should segregate
housing investment programs and housing subsidy programs, perhaps dealing
directly with the Regional Housing Authorities in the latter case. If the
state is to house those who cannot afford it or can only minimally afford
it, 1t will have to provide new housing as a form of welfare.

Direct Assistance for Construction of Water and Sewer Facilities and Vil —
lage Electrification Projects

There 1s a critical need 1 "ublic sewer and water facilities in nuny of
the state®s remote villages .ind communities. At the same time, many vil—



lages do not: have the fiscal resources to undertake capital improvement
projects, nor 1is there sufficient subsidy money available to meet the need
for new sewer and water facilities. To give an example of tire cost, the
village of Nikolski on Umak Island in the Aleutians required $217,000 to
provide water and sewer service to 17 houses, or almost $12,800 per house.
While the Aleutians present special concerns because of the distance to
supply centers, the point is nevertheless well made that costs will be
high in providing capital improvements in remote, environmentally demanding
regions. It i1s figured that on a statewide basis, the average cost per
house for installing sewer and water systems in rural and remote areas Is
$20,000.

In an effort to mitigate high costs and offer a greater measure of local
control, state and federal agencies with interest should look at "decen—
tralized"” facilities which would be easier and less costly to maintain

than the more conventional but sophisticated sewer and water systems. This
would include the use of chemical or dry composting toilets, cisterns, wells
and septic tanks in environmentally suitable locations, small-head hydro—
electric dams to supply both drinking water and electrical power and other
uses of local (preferably renewable) resources. The state Council on Sci—
ence and Technology and the Division of Energy and Power Development promote
hew waste-disposal systems and ones which have the potential for wide—
spread application. Alternative and appropriate technology developments

in energy, building design and waste disposal and recovery should con—
tinue to be encouraged and applied where feasible.

Provide Funding to the Department of Community and Regional Affairs for
Use in Remote Communities

Many remote connunities do no have banking service, nor do many of their
residents have secure, year-around incomas. The state should appropriate A
money to the Division of Mousing Assistance for use in small (less than
1,000 for instance) connunities with seasonal incomes, deteriorating hou—

sing and whatever other qualify:ng measures thought necessary. “lhe success



of such a program is in the degree of flexibility it has with respect to
local conditions. Housing may not conform to applicable codes, regard—
less of its durability and efficiency; mortgage payments may be irregu—
lar, reflecting seasonal income patterns. A program such as this would
bring into the housing market borrowers who do not meet traditional lending
criteria, but are otherwise capable of longterm debt service.

Develop a "Shirt-Tail"™ Policy for the Provision of Housing

This would mandate that all rural and remote are. economic development and
capital improvement projects include a provision for the construction of
new housing. The number of houses to be built could be keyed to the amount
of expenditure of the project; for example, one house per $2,500."*" This
amount could also be established by dividing the total project cost by the
average cost of a new house in that region. Some sort of trigger mechanism
would be necessary to assure that houses were built where they would be
needed and not indiscriminately. A variation of this would see residents
who qualify for loans receive assistance from construction companies In—
volved in other local projects in the same area.

Revision of Building Code Requirements for Remote Area Housing

Building codes should stress performance standards. This would include,

but not be limited to such things as heating efficiency, fire safety,
squar ? footag: to volume ratios, number of entrances, window coverage and
foundation strength. Hie use of performance standards would allow flex—
ibility in the use of materials, design and construction methods, while
still assuring that houses inaet rigorous standards for safety and durability

The irJLque requirements for remote area housing would alone seem to dictate
the need for building code revision, or the preparation of appropriate codes
Building performance standards could be formulated regionally, on die basis
of energy efficiency performance audits done on test or model structures.
Energy performance standards for public buildings are based on standards

1

This is the average amount of loans purchased by AHFC in the Rural Housing
program.



established by the American Society of Heating, Refrigeration and Air Con—
ditioning Engineers (ASHRAE) as adopted for application in high latitude,
cold climate environs. Similar, or more stringent standards should be
codified for residential construction, particularly when public subsidies
are involved.

Promote Small-Scale, Appropriate Technology for the Manufacture and/or
Use of Local Resources in House Construction

The high cost of bush housing is caused in part by the purchase and trans—
port of building materials from the irgjor supply centers of Anchorage and
Fairbanks. These costs can be mitigated to the extent that local materials
such as timber and sand and gravel can be used for both foundations and
framing, or log construction. The development of small-scale industry will
help create local self-reliance while developing the rudiments of an eco—
nomic infrastructure related to housing production.

Another area which was not mentioned in the discussion on housing design,
but vhrch is worth examination, 1is the use of sod or semi-ii“ueiground houses
This traditional design may be capable of great improvement with the ap—
plication of contemporary materials and technology.

Promote the Use of Local Labor

Many regions now have a pool of sk%lled workers because of pipeline consDue
tion in the mid 1970"s and subsequent smaller construction projects. This
labor pool should be used first, whenever possible, in renote area housing
construction projects. This will both maintain an employment base and pro—
vide cash for circulation in local and regional economies. There are at
present few private contractors who work in the bush. While this condition
cannot be altogether remedied by government action, it can be addressed inm*
part. The state could, for example, provide construction bonding for com—
panies demonstrating the willingness to, and the capability of, working in
the state"s remote areas. Hie state could advocate for the formation of

regionally based construction firms, or provide incentives to those firms



which have been organized as subsidiaries of the Native Regional Corpora—
tions to undertake projects within their respective Corporation boundaries.
In the same vein, the Corporations themselves could be approached for as—
sistance in promoting regional construction force capabilities. The role
of the Native Corporations in the matter of remote area housing provision
has not been discussed in this report.

Labor should be viewed as a resource. The use of local labor, like the
use of local resources, offers a positive step toward local and regional
self-dependence while helping mitigate the high cost of housing construc—

tion and improvements.
Establish A Housing Data Collection System

There is no current, statewide information on housing. The cities of
Anchorage and Fairbanks have prepared Real Estate Research Reports; the
Department of Housing and Urban Development Iras written market analyses for
a few cities and towns, with more planned; and the Alaska State Housing
Authority has contracted out a statewiHp market analysis However, there
IS no reliable, up-to-date information on housing needs and conditions in
the 200 or so villages and small communities that are the focus of this
report.

The Regional Housing Authorities are in the most favorable position to act
as the "first-tier"™ in collecting housing data. Such data collection
would include assessment of the current stock (total number of units; num—
ber needing repair; number uninhabitable; etc.); number of houses needed

to replace dilapidated units; number of new houses needed annually for a
10-15 year period (estimate); and other information deenod pertinent by

the Authorities. This information would then be available to state and
federal agencies on a continuously updated basis. It is felt tliat re—
gional data collection would assure the currency of housing information.

Create an Inter-agency Housing Policy and Development Task Force

Tlie purpose of such an organization would be to coordinate remote area hou-



sing production and related activities; to assure the most efficient use
of funds and programs; and to assist in the development of a policy or
method of allocating resources to housing production.

Develop a life-Cycle Cost Analysis for New Housing

This would assess the cost of housing over the lifetime of its use, In—
cluding all maintenance and heating costs, depreciation and so on. This
approach differs from a rnst-benefit analysis,_which usually examines only
the first time or up-front expenses of construction. Life-cycle costing
would implicitly favor energy-efficiency, climate-conscious design, sound
conservation and ether practices designed to reduce non-renewable energy
consumption and promote renewable energy use over the long term.

/
These recommendations are given as solutions to problems, and not neces—
sarily as politically feasible courses of action. All of these recommen—
dations fit; together to provide the kind of comprehensive approach that
IS necessary to adequately address a complex and ubiquitous situation.
Ic 1s hoped cnat they will be of some assistance co lawmakers, agency per—
sonnel and others with an interest in the matter.



CONCLUSION

Housing construction and improvement and homeownership assistance programs
serve virtually all income groups under their collective jurisdictions.
However, the ability of these programs to serve all those qualified is lim—
ited by budget constraints; the eligibility of an applicant for a given
program is largely a function of his

"Ihe Alaska Housing Finance Corporation, wxiile continuing to extend service
to rural and low and moderate income families, can help only those appli—
cants capable of assuming long-term debt service. On the other hand, the
Bureau of Indian Affair®"s Housing Improvement program provides direct grants
for rehabilitation and occasional construction to households noﬁ qualifying
for assistance from any other source. The repartrrent of Housing and Urban
Development®s Native Mutual Help Housing Program, generally speaking, serves
those households whose incomes and debt capabilities fall between AHFC and
BIA qualified households.

HUD home recipients must assume debt service, though the monthly payment
varies according to income and cannot exceed 257, of a family®"s adjusted
income. While these programs span the income range of remote and rural
residents, they do not enfranchise all of those in need of new or reha—
bilitated houses.

A state program to build houses for those otherwise unable to outi, amounts
to an income transfer from society at large to a unique segment of society.
It would be essentially a welfare program. In trm, 1if iIs die widespread
absence of income that compounds the difficulties of housing construction
il the bush, and creates the consequent need for public subsidies to pro—
vide services the private market cannot.

IT new housing is to be built for households unable to pay for it, i1t will
probably require that direct grants be made to the Regional Housing Auth—
orities to initiate and oversee construction projects. Another approach

may be viewed more favorably than this, but the essential fact is that the



state will have to pay to adequately house some of its citizens. The
success of programs based on such a commitment will depend in part on
the recommendations given in this report.

One matter not. mentioned thus far is the Oilman Bill, passed into law
by former President Carter on December 5, 1980. [Ihis bill severely re—
stricts the ability of housing finance authorities, such as the Alaska
Housing Finance Corporation to issue tax exempt bonds. In the past,

the low interest rate on these bonds made it possible for AHFC to pur—
chase mortgage loans with below market rate yields. Under the terms of
the bill, the state can issue only $200,000,000.00 worth of tax exempt
bonds annually, of which half would be AHFC"s share. AHFC is actively
seeking alternative financing methods and should be releasing detailed
recommendations in the near future.



Jack:

I talked with Jeff in Mike Miller"s office regarding the
ASHA bill that Mike had assigned to you as chair of Reg
Review. Jeff indicated that they expected the committee
to look into it during the interim and that there was

no need to deal with 1t this session - 1is that how you
would like to handle i1t? Or do you want i1t checked out

during this session?

Cheryl
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March 26, 1982

Senator Arliss Sturgulewski
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Senator Sturgulewski:

We are pleased to transmit: with this letter a copy of our
report, A Study of Alaska®s Housing Programs'. This study was con-
ducted under contract to the Legislative Budget and Audit
Committee. The study examines the present and future effects of the
state"s current housing programs. These programs are operated hy
three separate agencies of the state: the Alaska Housing Finance
Corporation, the Alaska State Housing Authority, and the Department
of Community and Regional Affairs.

The study examines the direct and indirect effects of each
program.  The direct effects of the programs describe what the
programs did; the number, value, and distribution of loans made are
examples of direct effects. The indirect effects, or market
impacts, describe the changes that occurred iIn Alaska®"s housing
markets as a vresult of the programs; the additional units
constructed and the changes 1in housing prices exemplify market
impacts.

Our analysis of the direct effects of the programs 1is complete
and comprehensive. We describe the cost to the state of each
program, who was served by each program, and the outputs of each
program. Our analysis benefited greatly from the access to program
data and cooperation of the staff of each agency involved.
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Although we are confident of the reliability of our analysis and
findings, our analysis of the market 1iImpacts was constrained by
limited information on Alaska®s housing stock and housing trans-
actions, and certain caveats to our report are appropriate. First,
the lack of data and information on the various segments or the
housing markets - for example, the conversion of single Tfamily
rental units t sale units - confined our analysis of program
impacts to impacts on the overall housing market. Second, many o~
the programs®™ impacts may not have surfaced within the relatively
short history of the programs® operations. For example, the subsidy
to home ownership may have permanently adjusted financial incentives
to invest in rental housing. And finally, during the period of our
study, July 1980 to August 1981, Alaska experienced”™ a surge In
population, causing housing vacancy rates to fall and housing prices
and rents to rise. Thus the task of segregating the program effects
from the overall demand effects was particularly challenging.

Our report does net examine alternative housing policies but
ratln r documents and analyzes the costs and outcomes of the present
programs. We did not attempt to measure housing needs in Alaska nor
to assess the relative merits or effects of owner housing subsidies
versus renter subsidies. Nonetheless, the iInformation we provide
herein should prove useful iIn the public debate over housing
policies and priorities, even though 11t cannot be appropriately
viewed as a substitute for that debate.

Sincerely,

Lee Gorsuch
Director

ELG :ec
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N EXECUTIVE SUMMARY

On August 21, 1981, the Alaska Legislature®s Legislative Budget
and Audit Committee, Tollowing a competitive solicitation of pro-
posals, Tformally entered into a contract with the University of
Alaska®s Institute of Social and E<oncmic Research (ISER) to conduct a
study of the State of Alaska®s major housing prograns. The purposes
of the study, identified as seven ""gjor tasks, are summarized on the®
preceding page. ISER was essentially to furnish the Com?"ttee with an
overview of the state"s housing program impacts on housing markets,
and to assess their cost to the state. ISER was also to estimate the
future fiscal impact of the housing programs upon the state.

The major state housing programsexamined include the Alaska
Housing Finance Corporation’s (AHFC) programs--the Special Mortgage
Loan Purchase Program, the Home Ownership Assistance Program, the
Mobile Home Lean Mortgage Purchase Program, the Rural Housing Mortgage
Purchase Program and the Rural Nonowner Occupied Mortgage Purchase
Progran the Alaska Department of Community and Regional Affairs (CRA)
prograins——the Nonconforming Housing Loan Program and Senior Citizens
Housing Development Program, and the federally funded programs of the
Alaska State Housing Authority. (In1980 the Veterans Home Loan
Program was transferred to the AHFC.)

To avoid repeating the various assumptions and methods we em-
ployed to perforin each tark, the readeris referred Lo the Mil study
report. Foi case of reference, eachchapter of the st , report
pertains to one of the sevenmajor tasks identified. Similarly, the
findings and conclusions we have reached as a result of research are

also presented below by major task.



Before proceeding to the findings, a few precautions are worth
repeating. First, the study assesses the state®s housing programs as
they currently exist. No effort was requested or made to play the
"what if we changed this policy" game. Thus, our projections of
future Tiscal Impacts assume that the current programs remain un-

changed, including such things as loan limits and interest subsidies.

Second, Hlimited reliable data is available on Alaska®s housing
stock or market. Even results from the 1980- Census of Population and
Housing are not yet available. Fortunately, thanks to the full coop-
eration of the state"s housing agencies, we were able to approximate
most of the missing information. Nonetheless, much of the data we
used In our analysis are approximations of the past and present, not
hard facts collected over time.

And finally, regarding our projections of fiscal impacts to 1986
and 1990: to get from 1981 to 1986 or 1990 requires, among other
things, a knowledge of changes in Alaska"s future employment oppor-
tunities, shifts in demographic trends and social patterns, and
fluctuations in housing prices and Tinancial markets. Because our
knowledge of these issues iIs Imperfect, we substitute judgment, in the
form of assumptions, a, our way of dealing with many implicit uncer-
tainties. Thus, our projections are inextricably tied to our assump-
tions, and can most appropriately be interpreted with an understanding
of the assumptions and methods from which they were derived. By no
nenns can the projections be appropriately viewed as our prediction of
the future.



For each of the programs included in our study, we examined the
operations and outcomes of the program in the context of its goals as
means of assessing its effectiveness. Each of the following summaries
correspond to a chapter of the study report. Elsewhere iIn the summary
and in the report, we deal separately and explicitly with such con-
cerns as the direct and indirect iImpacts of the programs and their

present aid projected costs.

The Alaska Housing Finance Corporation

The Alaska Housing Finance Corporation (AHFC) administers several
housing programs which aid different segments of the housing market.
These include the Special Mortgage Loan Purchase, the Mobile Home Loan
Purchase, the Rural Housing Mortgage Purchase, and the Rural Nonowner
Occupied Mortgage Purchase programs, each of which have different
interest rates and loan terms. AHFC"s basic goal is to provide resi-
dential housing at the lowest possible iInterest rate. State inter-
vention iIn the housing market has been previously justified as a means
of 1improving the economic welfare and growth of the state, and of

correcting deficiencies ir. Alaska’s housing market.

In all iInstances, AHFC operates as a secondary lender. It has no
direct dealings with prospective homebuyers. Figure 6 illustrates the

role AHFC plays iIn Alaska®s housing market. All prospective buyers go



