2019 SENATE INDUSTRY, BUSINESS AND LABOR

SB 2271



2019 SENATE STANDING COMMITTEE MINUTES

Industry, Business and Labor Committee
Roosevelt Park Room, State Capitol

SB 2271
1/22/2019
Job #31167

] Subcommittee
] Conference Committee

Committee Clerk: Amy Crane

Explanation or reason for introduction of bill/resolution:

Relating to the housing incentive fund; to provide a transfer; and to provide an appropriation.

Minutes: Att. #1-13

Chairman Klein: Opened the hearing on SB 2271. All members were present.

Senator Kreun, District 42: Testified in support of the bill. As you indicated, over the years
we’ve been utilizing this fund and the last two sessions for sure, it's received zero funding.
The North Dakota housing incentive fund is basically very effective, locally driven, rental
housing financial tool created and authorized by the legislature in 2011. Our community
leaders, private developers, and nonprofit organizations have levered the housing incentive
fund to construct new or improved existing rental housing for low to moderate income seniors.
Because of the housing incentive fund, seniors have increased access to safe, decent, and
affordable housing. And one of the big issues was that we were able to keep the seniors in
their homes for a longer period of time instead of going into nursing homes, is one the focuses
we had in our district. If you take look, really the only differences, page 1 roughly line 15-20,
is we took out the priority through its scoring and ranking process of the housing essential
worker’s area. This worked really well during the oil boom and a lot of the housing issues that
were taking place out west. At this point in time this should be pretty much granted all over
the state and utilize that in the same without the special incentives in there. On Page 2 line
25-28, it just took out the registered reflecting of the number of housing units owned,
mastered, and leased by cities and counties. On page 3, we took out line 3-7, those are
redundant. Now this is really a state project. When those words were put in there it was
directed towards the highest need in the state which was out west. Now the reflection has
come back, and it shows we’ve kind of let that drop throughout the rest of the state without
the funding. We’re trying to get funding back into the housing and finance area. Because if
you looked at the circled part of the handout (See attachment #1). This has been a very good
project. We're asking a pretty large amount $40 billion.

Chairman Klein: we’ve seen this bill before. And what you're doing here is removing those
essential workers. The key here is that we got the bill back down to where it was at $40
million. Our job is not to determine how much money; appropriations will do that. The
important thing is here we got the number down.
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(6:00)Jolene Kline, Executive Director, North Dakota Housing Finance Agency: See at
attachment #2 for testimony in support of the bill.

(22:59)Senator Burckhard: The first time they offered that $10 million incentive for tax
credit, that went pretty fast did it not?

Jolene: Well there’s a learning curve. Your group gave us $4 million in the regular session,
and then when you met in special session you increased it to $15 million, when it’'s a tax
credit we have two years to generate those contributions. So if this would end up being a tax
credit this year we would have until December 315t of 2020 to generate those credits. There
was a little learning curve with the accountants to encourage their clients to invest but the
financial institutions really stepped up and saw it as a way of paying back to the community.
When you make a contribution into the fund you can specify a community or a project to use
the dollars. The second generation of HIF, the ground was laid already so the contributions
came in quicker. The concern that | have with it being only a tax credit this year is there were
some significant tax law changes in 2017 at the federal level. The opinion we had the
previous two sessions was that a contribution made into the fund would be considered a
deduction for federal purposes as a charitable contribution. What our tax advisers have told
us is that is likely gone. A contributor could not get a federal charitable deduction for a
contribution into the HIF. | don’t know what impact that will have. If it will dissuade a lot of
contributors but | think it will be a little more difficult to fill that fund if it were solely credits.

Senator Kreun: You helped us with our project in Grand Forks, as the conduit for the tax
credits but you were not involved with the actual selling of the credits? How did that work?
Because we sold tax credits for $9 million, we built a building with $7 million and it cost us $2
million in fees to accommodate and bring that whole building to fruition. And | think that’s kind
of what you're getting at. You won'’t be able to take the tax credits without a lot of extra work?
Am | understanding this correctly? So we know the difference between a tax credit and what
it did prior to this?

Chairman Klein: This is not a tax credit; this is actual dollars?

Senator Kreun: No it's not. We actually took that out of here because it was confusing and
it doesn’t work that well.

Jolene: The way the program works, if it's a credit, we award a project x amount of credits
based on what that gap is. In the first generation of HIF we kept our administration fees
outside of that, but now so how it works is if you are determined eligible for $2 million of HIF,
you get an award of $2 million of HIF we keep 5% of that to cover administration fees. It cost
more in the first generation because we had to go out and create that program, that tax credit.
The 5% fee is capped in statute, that we can’t charge more than that. If I'm understanding
your question, yes, if we say Cherrywood gets $2 million from HIF, you have to go out and
generate that amount, so you go to your banks, your local businesses and say, we've
received $2 million, will you make a contribution into the fund and ear mark it for our project.
If some financial institution makes a contribution into the fund for $5 million, your project only
needs $2 million, that additional $3 million gets spread to other projects that weren’t able to
generate enough for their project, unless the specify subsequent communities. But ultimately
it is up to the applicant to generate the contributions.
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(29:06)Dan Madler, CEO, Beyond Shelter, Inc.: See attachment #3 for testimony in support
of the bill.

Dan testified on behalf of Blake Strehlow, Executive Director, Housing Authority of
Cass County: See attachment #4 for testimony in support of the bill.

Chairman Klein: Just so you know, we’re the policy guys here, we like this by the way. The
issue is about the money. | have a feeling that this bill is gonna get passed here and go down
the hall and once again, that's where the pitch needs to be made. They'll be a lot of
negotiation until the day. We appreciate this, we think its great policy.

Senator Piepkorn: You talk about providing 460 HIF homes to elderly, disabled, victims of
domestic violence? How are those populations mixed in or how are they kept separate?

Dan: Essentially the 460 units are separate projects that specifically serve senior
populations, family populations, and/or homeless populations.

Loraine Davis, Founder/Executive Director, Native American Development Center:
testified in support for the bill. With the intend of developing a multifamily housing project
here in Bismarck. We have the largest native American population, compared to any other
urban area across the state. We’ve also discovered relative to how housing and jobs relate
to one another, and being able to pay rent is always another issue. We do provide housing
assistance through commerce, we’re able to fund that. We have a lot of transient populations
among our native American population, so we are an access point here. We do recognize
the problems amongs the native American population. We want to advocate for and support
of this bill. So that we would also be able to tap in to the HIF fund this year. We do have our
own developer and are working towards putting something together right now. We are
working with five tribes of North Dakota who endorsed us and support this project to happen.
Which does make a difference in how it elevates our application. We would just need the
support of the housing incentive fund.

(39:33)Mary Anderson, Executive Director, Able, Inc, Dickinson: testified in support of
the bill. We're the end user, and today we want you to have a visual of what it’s like to be the
end user and benefit from a program. First of all, thank you so much for the program. We
have a couple people here who would like to just tell a quick story. Cecelia Scable and Gail
Dobitz come up. If you could just speak to your issues. I’'m going to just pass out what the
success looks like on our end. We’ve had many people who had a lot of conflict with their
roommates. Pre-HIF we had no place to go. Post-HIF, we had lots of places to go. But | want
to leave this visual with you because you’re gonna have people wondering what the
resources are. Are they worth it. 21 moves we had between 2006 and 2015 (See attachment
#5). To try to help people live a more harmonious life. Take it with you as a visual of success.
The other thing we want to leave with you as a visual is people’s lives improve so much, we
monitor people through behavioral data. Look at the numbers pre-HIF and post-HIF (see
attachment #6). We’ve had to create no moves post-HIF. This will help you create arguments
to people who really matter.
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Cecelia Scable and Gail Dobitz: Testified in support of the bill. In March of 2015, it was a
Saturday evening around seven o’clock, | got a call from Gail. She was crying, she was
scared, she asked if | could help her. In the background, she was locked in a room, and in
the background | heard a lot of screaming and banging on the door. | asked what was going
on, she said she was hiding behind a couch because her roommate was mad at her. She
again asked if | could come help her. So of course | jumped in the car and | got to her
apartment. And when | got her Mary was there. And | vividly remember looking at Mary and
saying this is not okay. She is scared, she’s in an abusive relationship. And you’d never leave
your own Kkid, in that relationship. So | walked in, got her settled down and made her try to
feel safe in her own home. And when | left, was the hardest thing | did, because when | left |
had to leave her there. And | knew it wasn’t a good situation and | knew she was basically
being abused. | just wanted to let you know | appreciate what you did. She is now in a
relationship with her roommate and its working amazing. Do you have anything to say? How
did that make you feel?

Gail: I'm better now.

Cecelia: You'’re better now, okay.

Chairman Klein: Thank you, and thank you Gail for coming.

Mary: Last thing, this has been wonderful, | know people have been asking. Jolene has been
wonderful, she’s been excellent to work with, | think we’ve got to kick it up a notch. Because
we’'ve had such good success. And there are other people in these dire and desperate
situations and they have no place for them to go. I'm saying you need permanent financing
for people because one thing you're missing is the ability to react to emergencies, we did not
have that (See attachment #7 for continued testimony).

Mason Sisk, Economic Development Association of North Dakota: see attachment #8
for testimony in support of the bill.

Mike Chaussee, AARP-North Dakota: See attachment #9 for testimony in support of the
bill.

Tom Alexander, Executive Director, Minot Housing Authority: see attachment #10 for
testimony in support of the bill.

See attachments #11-13 for additional testimony in support of the bill.
Chairman Klein: Closed the hearing on SB 2271.

Senator Kreun: Moved a Do Pass and rerefer to appropriations.
Vice Chairman Vedaa: Seconded.

A Roll Call Vote Was taken: 6 yeas, 0 nays, 0 absent.

Motion Carried.
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Senator Kreun will carry the bill.
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Explanation or reason for introduction of bill/resolution:

A BILL for an Act to amend and reenact section 54-17-40 of the North Dakota Century
Code, relating to the housing incentive fund; to provide a transfer; and to provide an
appropriation.

Minutes: Testimony Attached # 1 — 13.

Legislative Council: Brady Larson
OMB: Becky Deichert

Vice-chairman Krebsbach called the committee to order on SB 2271. Roll call was taken.

Senator Curt Kreun, District 42, Grand Forks
Introduction of bill.
Testimony Attached # 1 - Housing Incentive Fund Impact on Aging Populations

(He introduced SB 2271, but inadvertently said 2277) is kind of an old friend. In the last two
sessions, it received zero funding. What has happened in that period of time, prior to that
before the boom, some of the things that were taken out of the bill were directly related to
the issue that was taking place in the oil patch. What I'm asking is that you take a look at it
prior to the boom. This has been a very viable incentive program that’s been locally driven
for the rental, housing, finance tools. It was created and authorized in 2011 and the
communities, private developers, and non-profit organizations have really been able to use
this to construct new and improved existing rental housing and new housing over a period of
time. We’ve lost some of this over the last two sessions. It's a very flexible loan program
with the ability for many different projects to be used on. Look at the one hand out | gave
you. The income levels drop dramatically after that 75-84 age bracket. These are quite often
the people that are served through this program. We are asking that you take a look and
fund it back to the level it was prior to the boom which was the $40M dollars. There are many
projects out there that can utilize these funds right now that have been basically deferred. If
you look at line 15-20, it takes out the process for essential housing workers and basically
the other components are the same on 25-28; and also page 3, 3-7. That's the only real
changes that were in the bill from last session.

Jolene Kline, Executive Director, North Dakota Housing Finance Agency
Testimony Attached # 1 — Housing Incentive Fund Impact on Aging Populations
Testimony supporting SB 2271 - Attached # 2 — North Dakota Housing Finance Agency
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(25:43) Senator Mathern: On page 9, you stated that to build a project for the conventional
market is the same as the same as the subsidized market? It sounds like the same quality
housing, but when I drive around Fargo, | can pick out which ones are conventional and
which ones are not. The private market has brick on it and the one for low income housing
has plastic siding that’'s coming off. Has it actually changed where the requirements are of
quality housing even if it's subsidized?

Jolene Kline: When | made the observation that it costs the same, it costs the same if you
were doing “like” construction. We require housing that is going to remain functional for at
least a 30-year period. If you drive around your community and comparing one project to
another, those with brick construction are probably not charging $1600/month rents. They’re
charging something in excess of that. Our cost of construction is averaging $176,000/unit,
so if you are truly developing luxury apartments that stands out from the rest, it most likely
costing in excess of that $176,000.

Senator Mathern: Are you able to sell or trade out empty units? Can you sell that unit or
take that credit or put it to another community within your programming? Or is that not
possible?

Jolene Kline: One of the eligible uses of HIF (Housing Incentive Fund), is the buy down of
existing debt. That was one of our focuses in that last funding that we had was, can we shore
up some of those existing projects where they’re experiencing vacancies? If you have a
project developed in Watford City or Williston that received the bare minimum of HIF. They
receive 30%. The other 70% has conventional debt. Can we buy down some of that 70%
conventional debt with an additional infusion of HIF? Our tradeoff is that we’re going to get
some more units. So if we put in 30% of the cost of the project, 30% of the units have income
and rent restrictions. Can we take another 30% buy down of debt, convert another 30% of
the units to make them affordable to house more people that we're trying to house? Certainly.
But developers typically go into a for-profit venture with the idea of getting large rates of
return. They’re willing to absorb the vacancies in those tough times because they don’t want
to deal with long term rent restrictions, but it is a possibility. In a market that has an
oversupply of market rate housing, we don’t want to increase those vacancy numbers.

(31:15) Dan Madler, CEO, Beyond Shelter Inc. (BSI)
Testimony Attached # 3 in support of SB 2271.

He also submitted testimony in support of SB 2271.
Attached # 4 - Terry Hanson, Executive Director, Grand Forks Housing Authority
Attached #5 - M. Blake Strehlow, Executive Director, Housing Authority of Cass County

(49:33) Senator Mathern: The Edwinton Place, the 40 units in Bismarck - | have concerns
about putting a lot of people with the issues in the same place. | like these plans of mixing
folks of different incomes in the same project. What is the philosophy going forward? What
works best for housing? Is it best to have it mixed or have specialized housing?

Dan Madler: It's not a general, you can’t broad brush it. You don’t want to concentrate all
affordable housing in one area. You want geographic distribution throughout the community.
So you look at the type of housing which is generally affordable housing for families, seniors
and special needs such as the homeless. Going specifically to the Edwinton Place with 40
units in one location land will that work. That project is basically designed using the “housing
first” option which is a successful way of providing permanent support of housing to those
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who are experiencing long term homelessness. It allows an individual to receive housing
that is permanent and then build relationships with support service providers to basically get
them settled and concentrate on getting help. Our first project was Cooper House. We
have a nine-year track record. It's working well. With our seniors, we also like to have
geographic distribution. Seniors like community, they like to be involved, visit and be
involved. We usually try to develop a site for senior housing that will hold 80-120 units. The
same with the family, scattered around the community. It’s all project specific.

Senator Hogue: You passed around the picture of the Edwinton project. It says it is 40 one-
bedroom units with total project costs of $10.3M. Do you have any further breakout of the
$10.3M?

Dan Madler: That'’s total development costs. It's not construction costs. That’s the cost to
acquire land; architectural costs, engineering costs, surveying costs, marketing costs, phase
| environmental costs, and also funding our reserves.

| don’t have the exact breakdown, but majority of that cost is the hard construction costs — |
would say 80% of that if not more of the $10.3M would be related to the hard construction
costs to build the facility.

Senator Krebsbach asked him if he was a contractor and he is a CEO for a non-profit that
is a housing developer and he has been in the affordable housing world for 26 years.

Blake Crosby, Executive Director, North Dakota League of Cities

No written testimony.

He handed out testimony from Larry Weil, Community Development Director, City of
West Fargo, North Dakota - Attached # 6 in support of SB 2271.

| am here in support of SB 2271. As we see the demographics change in North Dakota, as
we see the increase in fixed income seniors, it is very important that we provide those seniors
safe and affordable housing.

Dwight Barden, Executive Director, Burleigh County Housing Authority, Bismarck,
North Dakota
Testimony Attached # 7 in support of SB 2271.

(1:01:59) Senator Grabinger: What kind of skin in the game are the cities putting in? We're
being asked to put in $40M, can you explain what cities are expected to contribute to these
projects?

Dwight Barden: The biggest skin in the game for the local communities has been offering
a break in the taxes. We will pay a pilot which means we will pay a percentage of the revenue
instead of paying the full property tax on it because with these rents, we can’t cash flow with
the local property taxes.

Senator Grabinger: So is that an essential part of these projects, so you don’t go into it
unless you have that level of support from the community?

Dwight Barden: Yes. That’s pre-authorized before we move into it.

Senator Robinson: Should the full $40M be funded, how many housing units would we be
able to address?
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Dwight Barden: Along the terms of what | can provide to you, in the last sessions where HIF
dollars have been funded, under the tax credit program, applications come in and there’s
been approximately 4-5 projects funded. But there’s always been about 8-15 projects that
have been submitted for those dollars.

Jolene Kline: Using the prior experience, we would anticipate that we could create about
1100 units with $40M so about 560 units per year for each year of the biennium.

Senator Robinson: We have challenges with workforce training, good paying jobs, housing?
Do we have any programs where we partner with the Dept. of Commerce so we’re all pulling
together in the same direction at the same time? Are there other state agencies that could
help facilitate all of the above as statewide priorities? It's part of a big puzzle and I'm curious
if we are we overly fragmented with our approach to these issues?

Jolene Kline: Yes we partner. I'd like to say that we aren’t a fragmented delivery system.
Part of the governors Main Street Initiative is really looking at communities holistically, and
what do they need in order to create jobs to grow Main Street which is growing housing,
growing businesses, growing workforce — and we’re all connected. Today a developer may
come to NDHFA for federal or state dollars for housing. They may also submit an application
to the department of commerce. The dept. of commerce still administers the federal home
program and the federal CDBG program which can be pieces of funding in projects. As
Dwight talked about with the Edwinton Place. That actually has some NSP dollars that
originated with the Dept. of Commerce. The third entity they may partner with today is they
may go to the BND for a FLEX PACE - affordable housing FLEX PACE interest rate buy
down if they do have debt on the project.

Senator Wanzek: In the Industrial Commission, there’s $20M from the SIIF fund that is
proposed for HIF, and another Senate bill that is looking at $10M in tax credits and then this
bill, $40M from the general fund. For clarification, are you incorporating all of these into the
mix or is it the $40M regardless of where it comes from.

Jolene Kline: | am an Industrial Commission agency head. | am supporting HB 1014 which
includes the governor's recommendation of $20M. | would anticipate, at some point, that
there will be a reconciliation by the various committees. If we got $70M dollars, we would
have demand and we would put $70M to work. | just had a conversation from someone who
assured me that $20 was put in there, not because the governor felt that $20M was all that
was needed. $20M was put in there because he thought that that was the threshold that
you'd be able to accept. He was realistic in what he thought this body would ultimately
approve. He believes HIF funding is critical and some funding level. It will be a reconciliation
as to what funding source and what dollar amount is ultimately carried.

(1:10:22) Erin Prochnow, CEO, YWCA Cass Clay, Fargo, ND
Testimony Attached # 8

(1:17:10) Senator Robinson: You mentioned about 14% of the folks that need your services
and because of a variety of factors, are receiving those services. Where are the rest of the
tate if you move away from Fargo/Moorhead — like the rural areas.
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Erin Prochnow: As the larger shelter serving women and children in the State of North
Dakota, we serve people from all across the state.

Senator Robinson: | realize that but in many cases they’re place bound, their job, not
everyone can access your services for a variety of reasons. The unmet need out there must
be significant.

Erin Prochnow: There’s no question about that, but 2 weeks ago, a man in Grand Forks
died in the back end of his pick-up truck trying to heat it with a propane tank because he
didn’t have anywhere to go. So whether you live in Fargo or Valley City or Devil's Lake,
homelessness is a challenge. It's not an urban issue, it's not a rural issue, | think it's a
humanity issue.

(1:19:24) Rick Clayburgh, President & CEO, North Dakota Bankers Association
No written testimony but speaking in favor of SB 2271.

I’'m also speaking on behalf of the Independent Community Banks of North Dakota. We’re
in support of SB 2271 the way it has been amended to bring those decisions and make more
flexibility for the local level. For the committee, you need to decide the appropriate funding.
We stand in support of the $40M, but understand that you need to make things balance at
the end of the year, but it is a very important program. Our financial institutions are involved
in helping fund those projects across the state. We stand in strong support of SB 2271.

(2:20:15) Dan Hannaher, Director of Community Engagement, Lutheran Social
Services of North Dakota
Testimony in support of SB 2271 - Attached # 9.

Brent Ekstrom, Executive Director, Lewis & Clark Development Group, Bismarck, ND
Testimony in support of SB 2271 - Attached # 10.

Mason Sisk, Economic Development Association of North Dakota
Testimony in support of SB 2271 - Attached # 11.

Vice-chairman Krebsbach closed the hearing on SB 2271.

Later submitted:

Mike Chaussee, AARP North Dakota

Testimony in support of SB 2271 - Attached # 12

Testimony in support of SB 2271 - Attached # 13 — AARP Fact Sheet



2019 SENATE STANDING COMMITTEE MINUTES

Appropriations Committee
Harvest Room, State Capitol

SB 2271
2/15/2019
JOB # 32839

O Subcommittee
O Conference Committee

Committee Clerk: Alice Delzer

Explanation or reason for introduction of bill/resolution:

A BILL for an Act relating to Housing Incentive Fund (Do Pass as Amended).

Minutes: 1.Amendment # 19.1093.01001

Chairman Holmberg: opened the hearing on SB 2271. All committee members were
present. Sheila M. Sandness, Legislative Council and Becky Deichert, OMB were also
present.

Senator Sorvaag: We kept the language. | move that we lower it to $10M. We accept
the bill with the $10M 2"d by V. Chairman Krebsbach. A voice vote was held. It carried.

Senator Sorvaag: Moved a Do Pass as Amended. 2" by Senator Bekkedahl.
Chairman Holmberg: Call the roll on Moved a Do Pass as Amended on 2271.
A Roll Call vote was taken. Yea: 14; Nay: 0; Absent:O0.

Chairman Holmberg: This came from IBL. | will ask IBL, then if they don’t want to carry it,
then Senator Sorvaag will carry it. (He did confirm that Senator Kreun will carry the Bill.)

The hearing was closed on SB 2271.

Chairman Holmberg: Told the committee that they had done wonderful work through this
portion of the Session.



19.1093.01001 Prepared by the Legislative Council staff for ,)/\\
Title.02000 the Senate Appropriations Committee \3)\
February 15, 2019

PROPOSED AMENDMENTS TO SENATE BILL NO. 2271
Page 3, line 10, replace "$40,000,000" with "$10,000,000"
Renumber accordingly

STATEMENT OF PURPOSE OF AMENDMENT:

This amendment reduces the transfer from the general fund to the housing incentive fund by
$30 million, from $40 million to $10 million.

Page No. 1 19.1093.01001
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Senator G. Lee P
Senator Dever P
Senator Sorvaag L~
Senator Oehlke el
Senator Hogue e

Total (Yes) / / No O
Absent C)

Floor Assignment KV\U/W\ "

If the vote is on an amendment, briefly #idicate intent:



Com Standing Committee Report Module ID: s_stcomrep_31_001
February 18, 2019 7:31AM Carrier: Kreun
Insert LC: 19.1093.01001 Title: 02000

REPORT OF STANDING COMMITTEE
SB 2271: Appropriations Committee (Sen. Holmberg, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(14 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2271 was placed on the
Sixth order on the calendar.

Page 3, line 10, replace "$40,000,000" with "$10,000,000"
Renumber accordingly
STATEMENT OF PURPOSE OF AMENDMENT:

This amendment reduces the transfer from the general fund to the housing incentive fund by
$30 million, from $40 million to $10 million.

(1) DESK (3) COMMITTEE Page 1 s_stcomrep_31_001
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2019 HOUSE STANDING COMMITTEE MINUTES

Industry, Business and Labor Committee
Peace Garden Room, State Capitol

SB 2271
3/11/2019
33538

] Subcommittee
] Conference Committee

Committee Clerk: Ellen LeTang

Explanation or reason for introduction of bill/resolution:

Housing incentive fund.

Minutes: Attachments 1-11

Chairman Keiser: Opens the hearing on SB 2271.

Sen Kreun~District 42: Introduces the bill.

4:22

Vice Chairman Lefor: Is it a continuing appropriations for the 10 million?

Sen Kreun: There was no funding last year.

Rep P Anderson: Why did they take out the register or report?

Sen Kreun: It was designed for & used it for teacher & workforce accommodations.

Rep D Ruby: Senior housing, the language is removing its first priority which was for
essential service workers. It still provided housing for low income as secondary? Was that

too difficult to work around & take it away from essential housing?

Sen Kreun: Essential housing was the first priority for workforce development. As the things
died down, the need is not there anymore. It took it back to the way it was originally intended.

Rep D Ruby: Is it mainly for low interest loans or grants? What was it funded at before?
Sen Kreun: In 2011 it was 15 million, 2013 it was 35.4, & 2015 it was 40 million. Those
were the funding levels that we actually funded to meet the need. | think this is back down

to 10 million.

Rep Richter: Does essential personnel need to be removed completely where the rent is
still high?
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Page 2

Sen Kreun: | guess you could leave it in there. This is the broader spectrum. Before it was
focused out west but now it’s for the whole state.

Jolene Kline~Executive Director of the ND Housing Finance Agency: Attachment 1.
29:45

Rep D Ruby: When you do the set up as a loan, are the payments immediately or are they
deferred?

Jolene Kline: There are no payments required. Itis 0% forgivable. We structure the project
so that there no excess cash flow. If there is cash flow at the end of the year after expenses
are paid, there would be some expectation of payment on the principle. It's structured as a
loan so that we have the mechanism in place & they leave, we have some recapture of
dollars.

Rep D Ruby: Looking at the map, the goal is to keep their homes & not go to the larger
communities. It looks like you are monitoring people to keep them in the smaller
communities.

Jolene Kline: That’s strictly by virtual of population. Our HIF allocation plan requires that
we have to put the money into the small communities. The economics is just not in the small
communities & that’s there federal wants it.

Rep Richter: Do you take cost of living into consideration or is it purely income based?
Jolene Kline: The program sets up parameters & it's up to the developer in concert with the
community to define whether he is going to target that 140%, 80%, 50% or the 30%. This is
the maximum gross income that you can have. Child care is not an allowable expense.

Rep Richter: A lot of the people fall into the essential service worker jobs. We are
handicapping the workers in high income communities.

Rep Adams: Are there developers waiting to build these units?

Jolene Kline: There is no shortage of developers & they are ready.

Chairman Keiser: Can you walk us through to the committee the concept of a project.
Jolene Kline: Explains.

Laurie Frolieh~Tenant: Explains living in the housing projects & her life history of
employment where she didn’t have the opportunity to put money into retirement.

1:03:30
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Barbara Andrist~Behalf for Shirley Dykshoorn~Vice President of Lutheran Social
Services of ND: Attachment 2. They rent to 900 household in ND.

1:04:20

Dan Madler~Chief Exective Officer-Beyond Shelter Inc: Attachment 3.

Brent Ekstrom~Executive Director~Lewis & Clark Development Group: Attachment 4.
Submitted testimony but didn’t testify.

1:17:05

Katie Jo Armbrust~Grand Forks Housing Authority: Attachment 5.

Dwight Barden~Exective Director-Burleigh County Housing Authority: Attachment 6.
1:21:30

Nathan Sisk~Economic Development Association of ND: Attachment 7.

1:22:45

Chairman Keiser: Everything we talked about is affordable housing, why isn’t it subsidized
housing?

Nathan Sisk: | really can’t answer that. All we are doing is offering housing that people can
afford to live in.

Rep D Ruby: Can you define how you determine developing communities? Why is the
percent for this fund going from 25% to 15%°?

Nathan Sisk: | would differ that question.
Blake Crosby~Executive Director North Dakota League of Cities: Attachment 8.

Jim Gilmour~Strategic Planning Director: Attachment 9. Submitted testimony for Jim
Gilmour but Blake Crosby read his testimony.

1:26:05

Rep P Anderson: Do you have any statics for older people leaving small communities?
Jim Gilmour: | do not have those numbers.

Mike Chaussee~AARP-ND: Attachment 10. Submitted testimony but needed to leave.

1:28:30
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Chairman Keiser: Jolene, can you come up for just a minute? Did the bill come into the
senate at 40 million & senate appropriations dropped it to 10 million?

Jolene Kline: Yes, it came in at 40 million to the senate, the senate IBL left it at 40 million
but senate appropriations dropped it to 10 million.

Rep Bosch: Where can | look for the 2018 ND’s 10-year long term plan?

Jolene Kline: It's on our web site, NDHFA.org under the publications.

Rep Bosch: Does it talk about the funding you need to achieve the 10-year plan?
Jolene Kline: We talk more in terms of goals. It was silent on funding sources.

Chairman Keiser: Anyone else here to testify on SB 2271 in opposition, neutral. Closes
the hearing on SB 2271. What are the wishes of the committee?

Rep D Ruby: 1 would like to amend to reinstate all of the struck language & move back to
the 40 million. The projects that we discussed, all were able to be accomplished with this
language in. | still believe it's important to have the focus on essential workers & developing
communities, which can include the larger communities.

Rep Adams: Second.

Chairman Keiser: Further discussion. We will take the roll.

Roll call was taken on the amendment to SB 2271 to remove all the overstrike in the
bill & to replace 10 million back to 40 million with 9 yes, 1 no, 4 absent. Amendment
passed.

Chairman Keiser: Is there a further motion?

Rep D Ruby: Move a Do Pass as Amended & rerefered to appropriations.

Vice Chairman Lefor: Second.

Chairman Keiser: Further discussion?

Roll call was taken on SB 2271 for a Do Pass as Amended & be rerefered to
appropriations with 9 yes, 1 no, 4 absent & Rep C Johnson is the carrier.

Terry Hanson~Executive Director-Grand Forks Housing Authority: Attachment 11.
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PROPOSED AMENDMENTS TO ENGROSSED SENATE BILL NO. 2271
Page 1, line 15, remove the overstrike over "first"

Page 1, line 15, remove the overstrike over "through-its-seoring-and-ranking"

Page 1, remove the overstrike over lines 16 through 19

Page 1, line 20, remove the overstrike over "e: Fhe-sccond-priority-in-the-annuakalocation
plan-must-be”

Page 2, line 25, remove the overstrike over "Fhe-heusing-finance-ageney-shall-maintaina

Page 2, remove the overstrike over lines 26 through 28

Page 2, line 29, remove the overstrike over "8:"

Page 3, line 1, remove the overstrike over "9:"

Page 3, line 1, remove "8."

Page 3, line 3, remove the overstrike over "Fhereport-rmustinclude-the-following:"
Page 3, line 4, remove the overstrike over lines 4 through 7

Page 3, line 10, replace "$10,000,000" with "$40,000,000"

Renumber accordingly

Page No. 1 19.1093.02001
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Roll Call Vote #: l
2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. CCD ED & J‘_] ‘
House Industry, Business and Labor Committee

(] Subcommittee

- Remove. al|l +the oversirike tn the ol

Amendment LC# or

Description: = Re,pquL *10 millian badke o 40 million
Recommendation
bas| Adopt Amendment
(0 DoPass [JDoNotPass [ Without Committee Recommendation
1 As Amended (] Rerefer to Appropriations
(] Place on Consent Calendar
Other Actions (J Reconsider O
Motion Made by Rep R‘-*b\]l Seconded ByRC{O AdQ ms
Representatives Yes | No Representatives Yes | No
Chairman Keiser X Rep O'Brien A b
Vice Chairman Lefor X Rep Richter Ab
Rep Bosch X Rep D Ruby X
Rep C Johnson X Rep Schauer Ao
Rep Kasper Ao Rep Adams X
Rep Laning X Rep P Anderson X
Rep Louser X | Rep M Nelson X
Total  (Yes) 9 No |
Absent L’\'

Floor

Assignment Rell call vete — 9 \'/65/ ‘ no 4 absent
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Roll Call Vote #: 01_’

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES

e T e ea e

House Industry, Business and Labor Committee

(0 Subcommittee

Amendment LC# or
Description:

Recommendation
(1 Adopt Amendment

X Do Pass [ Do Not Pass J Without Committee Recommendation

A As Amended X Rerefer to Appropriations
[ Place on Consent Calendar
Other Actions (J Reconsider O

Motion Made by —RGD RM b{y Seconded By RQP LQ'FDV"

Representatives Yes | No Representatives Yes | No
Chairman Keiser X Rep O'Brien Ado
Vice Chairman Lefor X Rep Richter AAO
Rep Bosch X Rep D Ruby X
Rep C Johnson X Rep Schauer A
Rep Kasper Ao Rep Adams X
Rep Laning % Rep P Anderson x
Rep Louser X, | Rep M Nelson A
Total (Yes) q No \

Absent ‘/J[

Fl
A:sc:;nment RCP dﬂ h NSon




Com Standing Committee Report Module ID: h_stcomrep_43_009
March 12, 2019 3:02PM Carrier: C. Johnson
Insert LC: 19.1093.02001 Title: 03000

REPORT OF STANDING COMMITTEE
SB 2271, as engrossed: Industry, Business and Labor Committee (Rep. Keiser,
Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended,
recommends DO PASS and BE REREFERRED to the Appropriations Committee
(9 YEAS, 1 NAYS, 4 ABSENT AND NOT VOTING). Engrossed SB 2271 was placed
on the Sixth order on the calendar.
Page 1, line 15, remove the overstrike over "first"

Page 1, line 15, remove the overstrike over "through-its-scoring-and-ranking"

Page 1, remove the overstrike over lines 16 through 19

Page 1, line 20, remove the overstrike over "e: Fhe-second-priority-in-the-annual-allocation
plan-must-be”

Page 2, line 25, remove the overstrike over "Fhe-housing-finance-agency-shall-maintaina
- E . F I H q § "

Page 2, remove the overstrike over lines 26 through 28

Page 2, line 29, remove the overstrike over "8:"

Page 3, line 1, remove the overstrike over "9-"

Page 3, line 1, remove "8."

Page 3, line 3, remove the overstrike over "Fhe-report-mustinclude-the-following:"
Page 3, line 4, remove the overstrike over lines 4 through 7

Page 3, line 10, replace "$10,000,000" with "$40,000,000"

Renumber accordingly

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_43_009
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2019 HOUSE STANDING COMMITTEE MINUTES

Appropriations Committee
Roughrider Room, State Capitol

SB 2271
3/21/2019
34124

O Subcommittee
O Conference Committee

Committee Clerk: Risa Bergquist

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to amend and reenact section 54-17-40 of the North Dakota Century
Code, relating to the housing incentive fund; to provide a transfer; and to provide an
appropriation.

Minutes:

Chairman Delzer: Called the meeting to order for SB 2271, this deals with the housing
incentive fund. When we had it in our budget we took all the money out.

Representative Keiser, District 47: This bill is pretty straight forward, we had extensive
testimony on the history and the successes of the housing incentive fund. The senate put 10
million in, the original request was 40 million. Our committee based on their performance in
the past and the need that has been demonstrated throughout the state, we increased to
back to 40 million. Page 1 line 12, it also has another correction, at least 15% of the fund
must be used for developing communities, originally we had a little bit of a higher rate. We
have helped a lot of those developing communities. We feel very strongly about this level of
commitment, they have had great success and the need is there.

Chairman Delzer: You also put back in what the senate took out?

Representative Kaiser: We did, the senate took out on page 1 of the engrossed, they
removed the first priority, which was the essential service workers. They also removed the
second priority on line 20, which was for housing for individuals for families of low or moderate
income. Based on the testimony they felt strongly that langue needed to be in there.

Chairman Delzer: Why do you think that it needs to go from 25% of the fund being used for
developing communities down to 15%7?

Representative Keiser: When this legislation was first introduced we had significant
problems with housing in the oil basin and other communities in the west. As a result, we had
that requirement of 25%, the lower income housing and other forms of housing, now the need
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IS more so in the larger cities in our state. The need sifted so we shifted the percentage as
well.

6:05 Chairman Delzer: There’s 3 million dollars of federal funding that is available for them,
the only time we have ever put money in was when we had the situation that dealt with flood
things in 2011 or 2013. Last time there was zero money in it, one time | think there was 40
million dollars, 25 out of general fund and 20 out of tax.

Representative Keiser: Total funding for 2013/15 was 35.4 million, that’s the total and
included 15.4 million from general fund and addition 20 million in credits. 2015/17 biennium
additional 10 million from bank of ND profits added on to the 30 million of tax credits for a
total of 40 million. There were several funding rounds during this biennium and requests for
just under 71 million were received for the 40 million. All 40 million was committed during
the 2015/17 biennium.

Chairman Delzer: My question is whether or not government belongs in there. Any
discussion on using tax credits rather than general fund money?

Representative Keiser: We didn’t discuss that, but we did discuss the alternative and if you
don’t get them housing then they end up on all the other programs that the state pays for.

Representative Brandenburg: | think there is 33 million available of federal dollars and 11
million of general fund dollars left. Some of that is committed but it still available depending
on the projects, did you have that discussion?

Representative Keiser: We simply asked how much was committed and all the money is
committed, if it isn’t transferred to those it's because they haven’t been completed.

Chairman Delzer: Did you ask if there was a time certain before they would be transferred?
Any further questions? Seeing none we will close this hearing.



2019 HOUSE STANDING COMMITTEE MINUTES

Appropriations Committee
Roughrider Room, State Capitol

SB 2271
3/27/2019
34292

O Subcommittee
O Conference Committee

Committee Clerk: Risa Bergquist

Explanation or reason for introduction of bill/resolution:

A BILL for an Act to amend and reenact section 54-17-40 of the North Dakota Century
Code, relating to the housing incentive fund; to provide a transfer; and to provide an
appropriation.

Minutes:

Chairman Delzer: Called the meeting to order for SB 227, comes out of IB&L they
amended all the language back in for the housing incentive. The senate had taken a lot of
the language out that said it was supposed to go through the ranking process and essential
workers, then they put 40 million dollars back in there from the general fund. It's a housing
incentive fund and in the first half we took all the money out of the fund. I think we should
take section 2 of the bill off and consider whether or not we want to we want to pass the
language, so we don’t take it back to the floor with 40 million dollars in there.

Representative Brandenburg: In the discussion with the industrial commission there was
33 million of federal dollars in there and 11 of general fund dollars. There were
commitments for it but it's carry over money. We killed that bill because we don’t know what
that number should be and 40 million is too much.

Chairman Delzer: Senate sent this over with 10 million in it, | think the discussion of
money belongs in the budget bill.

Representative Brandenburg: I'll move to remove section 2 of the bill
Representative Meier: Second
Chairman Delzer: Any further discussion on the motion?

Voice vote, All in Favor, Motion Carries
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Chairman Delzer: We have an amended bill before us, | don’t know with what the house
did, outing the language back, it’s just the way it sits in code.

Brady Larson, Legislative Council: There is one change from 25 to 15%. Because the
IB&L committee did amend both section 1 and 2 of this bill, the amendments that | prepare
for this committee will be in lieu of their amendments. Would you like to incorporate their
amendments into your amendments or just leave them the way they came over from the
senate?

Chairman Delzer: | think we would want to incorporate their amendment, that would be the
reason to keep the bill alive. If we wanted to make that particular change in the budget bill
we would have to include all that language in the budget bill, if we pass this it will go to
conference. | don’t know if the conference would be about the langue and the conference
about the money would be in the Industrial Commission.

Representative Brandenburg: If there’s any language why can’t we put it in the budget?
Chairman Delzer: It would be all three pages; | think we will have to have at lese tone from
appropriation committee in conference=se to make sure they don’t through the money back
in. If we put a Do Not Pass on it and they decided to change the langue from 25 to 15%.

Brady, LC: We could amend just Sub Division A of subsection 2 of that section. There are
a few changes in subdivision C.

Chairman Delzer: Anything further?
Representative Brandenburg: Motion for a Do Not Pass
Representative Vigesaa: Second

Chairman Delzer: We have a motion for a Do Not Pass, any further discussion? We took
the money out and then we will put a Do Not Pass.

A Roll Call vote was taken. Yea: 16 Nay: 1 Absent: 4
Motion carries, Representative Brandenburg will carry the bill.

Chairman Delzer: With that we will lose this meeting.






Date: 3/27/2019
Roll Call Vote #: 1

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. SB 2271

House Appropriations

Committee

Amendment LC# or Description:

Recommendation:

Other Actions:

Motion Made By

0 Subcommittee

Remove Section 2

Adopt Amendment

(] Do Pass [ Do Not Pass
J As Amended

(] Place on Consent Calendar
[J Reconsider

O Without Committee Recommendation
J Rerefer to Appropriations

(]

Seconded By

Representatives Yes | No

Representatives Yes | No

Chairman Delzer

Representative Kempenich

Representative Anderson

Representative Schobinger

Representative Beadle

Representative Vigesaa

Representative Bellew

Representative Brandenburg

Representative Howe

Representative Boe

Representative Kreidt

Representative Holman

Representative Martinson

Representative Mock

Representative Meier

Representative Monson

Representative Nathe

Representative J. Nelson

Representative Sanford

Representative Schatz

Representative Schmidt

Total (Yes)

Absent

No

Floor Assignment

Voice Vote/Motion Carries




Date: 3/27/2019
Roll Call Vote #: 2

2019 HOUSE STANDING COMMITTEE
ROLL CALL VOTES
BILL/RESOLUTION NO. SB 2271

House Appropriations Committee

0 Subcommittee

Amendment LC# or Description:

Recommendation:  [J Adopt Amendment
0 Do Pass Do Not Pass O Without Committee Recommendation

X As Amended (] Rerefer to Appropriations
(] Place on Consent Calendar
Other Actions: (0 Reconsider O
Motion Made By Representative Brandenburg Seconded By Representative Vigesaa

Representatives
Chairman Delzer
Representative Kempenich
Representative Anderson
Representative Beadle
Representative Bellew
Representative Brandenburg
Representative Howe
Representative Kreidt
Representative Martinson
Representative Meier
Representative Monson
Representative Nathe
Representative J. Nelson
Representative Sanford
Representative Schatz
Representative Schmidt

No Representatives Yes | No

Representative Schobinger | A
Representative Vigesaa X

Representative Boe X
Representative Holman A
Representative Mock X

><><><><><><><><><><><>><><>><§

Total (Yes) 16 No 1

Absent 4

Floor Assignment _Representative Brandenburg

Motion Carries



Com Standing Committee Report Module ID: h_stcomrep_57_001
April 1, 2019 10:34AM Carrier: Brandenburg
Insert LC: 19.1093.02002 Title: 04000

REPORT OF STANDING COMMITTEE
SB 2271, as engrossed and amended: Appropriations Committee (Rep. Delzer,
Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended,
recommends DO NOT PASS (16 YEAS, 1 NAYS, 4 ABSENT AND NOT VOTING).
Engrossed SB 2271, as amended, was placed on the Sixth order on the calendar.

In lieu of the amendments adopted by the House as printed on page 1193 of the House
Journal, Engrossed Senate Bill No. 2271 is amended as follows:

Page 1, line 2, remove "; to provide a transfer; and to provide an appropriation"
Page 1, line 15, remove the overstrike over "first"

Page 1, line 15, remove the overstrike over "threugh-its-scering-and-ranking"

Page 1, remove the overstrike over lines 16 through 19

Page 1, line 20, remove the overstrike over "e- Fhe-second-priority-in-the-annual-allocation
plap-must-be"

Page 2, line 25, remove the overstrike over "Fhe-housing-finance-ageney-shal-maintain-a

Page 2, remove the overstrike over lines 26 through 28

Page 2, line 29, remove the overstrike over "8:"

Page 3, line 1, remove the overstrike over "9:"

Page 3, line 1, remove "8."

Page 3, line 3, remove the overstrike over "-Fhereport-mustinciude-the-following:"
Page 3, remove the overstrike over lines 4 through 7

Page 3, remove lines 8 through 13

Renumber accordingly

(1) DESK (3) COMMITTEE Page 1 h_stcomrep_57_001
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@®HOUSING INCENTIVE FUND IMPACT ON AGING POPULATIONS

he North Dakota Housing Incentive Fund (HIF) is an effective, locally-driven, rental housing financing tool created and
uthorized during the 2011 North Dakota legislative session. Community leaders, private developers, and nonprofit

organizations have leveraged HIF to construct new or improve existing rental housing for low- to moderate-income
seniors. Because of HIF, seniors have increased access to safe, decent and affordable housing across the state.

Independent Senior Housing — Making Lives Better and More Meaningful

Community vitality, social connections, affordable housing and quality
healthcare are important for North Dakota’s aging population. The state

ranks 7" in the nation with the highest proportion of individuals ages 85 and

older.! As seniors age past 80, maintaining financial resources is essential to
affording basic needs such as housing, health care, medications, healthy food
and transportation.

Currently, 76.1 percent of residents ages 75 to 84 own their own home. For
those 85 and older, the number drops to 62.8 percent.2 According to
national trends, 80-years-old is the approximate age that seniors move out
of their homes, due to physical restrictions and isolation, and move into
more community-based housing.

As seniors explore independent housing options, financial restrictions may
prevent them from leaving their home, increasing the potential for accidents
‘d injuries and further isolation. Another hindrance is the availability of

ffordable housing options due to limited income. The median income for
North Dakotans ages 75 to 84 is $35,900. Individuals 85 and older have a
median income of $19,700.3 Those living solely off of social security average
$16,133 annually and more then 29,000 rely on social security for 90 percent
or more of their income.*?

In order for a senior to not be considered housing burdened, they can
allocate up to 30 percent of their income towards housing costs and utilities.
Based on median income, North Dakotan ages 75 to 84 can afford to pay
$898 per month for all housing costs, 85 years and older can pay $492, and
individuals living on social security can afford $403.

It is estimated that one out of two North Dakotan’s will need long-term care
sometime during their lives. As people age, the need for personal assistance
with everyday activities increases. Creating affordable housing options allows
seniors to age in place longer and be able to utilize in-home care, which
promotes independence. Living at home also alleviates pressure on licensed
assisted living facilities, which are at 95 percent capacity and licensed long-
term care nursing facilities, which are at 93.6 percent capacity.6

North Dakota’s
Aging Population

75-84 ages 85+

535,900 519,700
annual median income

76.1% 62.8%
homeownership rate

15.3% 50.1%
two or more disabilities

$898 $492
affordable monthly rent

Social Security Income

$16,133
annual median income

$403
affordable monthly rent

2905 7
rely on social securit
for 90% or more ofy
their income

For more information contact:
Jolene Kline, NDHFA executive director

qiuonm DAKOTA
@ u S| n g 800/292-8621 » 701/328-8080 e jkline@nd.gov

FINANCE AGENCY
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median income. The goal is to limit their housing costs to be at or below 30 percent so they are not housing cost-burdened

Seniors ages 74 to 85-years-old and beyond are able to afford rents ranging from $403 to $898 based on their annual ‘
and can afford basic necessities, medications, food and transportation.

Traditional financing mechanisms used for construction and operational expenses require market rate rents to cover
expenses. HIF provides critical gap financing to lower debt service, therefore, an affordable rent structure can be
implemented to cover operational expenses. Many of North Dakota’s seniors have an income restricted threshold that they
need to consider when moving out of their home.

In addition to cost, this segment of the population must take into consideration accessibility and physical limitations when
evaluating rental housing. If they are not able to find affordable rental housing they must stay in their current home, which
may pose additional riskto their health and well being or move into an assisted living , basic care or nursing home facility.
The monthly average cost for these facilities are: assisted living $2,341, basic care $3,668, and nursing facility $7,871.7
During the 2017-2019 biennium budget, the state of North Dakota, allocated more than $393 million to North Dakota
Department of Human Services for long-term care services and expenses.8

Below is a financing scenario detailing the difference in rent structure to cash flow a traditional financed project and one
leveraging gap financing. Construction and operations costs are the same, however, seniors can be offered affordable rents
based on their income when gap financing eliminates the need to take out a 20-year loan.

e

L S S R TR o e T i M) R R S, R A N M
ESC N P SR e S S S

) e 2B Eics 4
L TSR A S i CTLLEE

Traditional Financing Non-Traditional Financing
Market Rate Rent Income Restricted Rent
Equity Investment $1.26 million (30%) Equity Investment  $1.26 million (30%)
Loan $2.94 million (70%) Gap Financing $2.94 million (70%)
(ie HIF, federal funds, private investments/donations)
Annual Expenses: Annual Expenses:
$252,757 Loan Payment (6%, 20 years) $0 Loan Payment
$120,000 Operating Expense $120,000 Operating Expense
$100,800 Return on Equity (8%) 100,800 Return on Equity (8%)
$473,557 Annual revenue needed from $220,800 Annual rent revenue needed from
rents to cover expenses rents to cover expenses
Average Monthly Rent Per Unit to Cover Expenses: Income Restricted Rent Structure to Cover Expenses:
$1,644 5 units at $403 5 units at $898

5 units at $493 9 units at $1,050

HIF awards are structured as forgivable loans and are available to local housing authorities, tribal entities, and nonprofit or
for-profit housing developers. The maximum award size varies depending on whether a project also receives federal funding.
The award amount typically equals less than 30 percent of the total development cost, and no more than $3 million. Awards
are competitive and projects must meet strict scoring criteria.

167.2017 North Dakota Long Term Care Facts & Figures.
%3-1.S. Census Bureau. 2017 Decennial Census and American Community Survey.
%2017 North Dakota OASDI Beneficiaries.

%2017 North Dakota AARP Fact Sheet.

¥ Department of Human Services Human Services Committee presentation July 27, 2018.
Revised 12/2018
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Chairman Klein and members of the Senate Industry, Business and Labor Committee:

My name is Jolene Kline, executive director of the North Dakota Housing Finance

Agency.

I am here in support of Senate Bill 2271, which provides funding for the Housing
Incentive Fund (HIF). Last week, | stood before the House Appropriations Committee—

‘ Government Operations Division asking the committee to include Governor Burgum’s
recommendation of $20 million from the Strategic Investment and Improvement Fund
(SHF) in House Bill 1014, which is the Industrial Commission budget bill.

SB 2302 includes a funding request for $10 million in tax credits for HIF and is being

heard in Senate Finance and Taxation later this morning.

Whether funded by a general fund appropriation, SIIF or tax credits, funding for HIF
during this biennium is essential to keeping North Dakota’s elderly population aging in
place as long as possible instead of moving in to a nursing home, keeping the
chronically homeless and persons released from prison off of the streets, creating
housing available and affordable to meet growing workforce demands, and preserving

our existing aging affordable housing stock.

HIF is an effective, locally-driven rental housing financing tool, created and authorized
during the 2011 legislative session. Community leaders, private developers and
nonprofit organizations have leveraged the fund to construct new or rehabilitate existing

‘ rental housing. By statute, HIF targets low- to moderate-income households including

2624 Vermont Avenue ¢ PO Box 1535 ¢ Bismarck, North Dakota 58502-1535 ww_w.ndhfa.org
Ph: 701/328-8080 » Fax: 701/328-8090 « Toll Free: 800/292-8621 » 800/366-6888 (TTY) hfainfo@nd.gov
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seniors, people with disabilities, families with children, veterans and people
experiencing homelessness. If North Dakotans cannot afford housing or too much of
their income is allocated to this one expense, it impacts their ability to maintain stability
in their lives, advance economically, pursue educational opportunities and be able to
afford basic necessities such as food, utilities, transportation, childcare and medical

coverage.

During the 2017-19 legislative session, HIF was permanently added to the Century
Code, however, no new funding was authorized. Deobligated funds totaling $3.7 million
were carried over from the 2015-17 biennium into the 2017-19 biennium. All HIF has

been obligated as of September 2018.

To date, $89,732,577 of HIF funding has been leveraged in 80 projects creating or
rehabilitating 2,501 units in urban and rural communities across the state. Total
constructions costs exceeded $441 million. Every dollar in HIF funding has resulted in

more than four dollars in private and federal equity.

Housing Incentive Fund Project Development 2011-2017
$160,000,000 28
$140,000,000
$120,000,000 19

$100,000,000

$80,000,000
$60,000,000 12
$35,460,211 g
$40,000,000 7 $3,490,000 $26,374,026 4 4
$7,691,986 10,058,864
$20,000,000 25l ias g $2,500,000 $1,608,047
) : _

2011 2012 2013 2014 2015 2016 2017 2018

Project Costs & No. of Projects = H|F Awarded

HIF awards are available to local housing authorities, tribal entities, and nonprofit or for-
profit housing developers. The maximum award size varies depending on whether a

project also receives federal funding. The award amount typically equals less than 30
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‘ percent of the total development cost, and no more than $3 million. Awards are

competitive and projects must meet strict scoring criteria.

HIF funding has been a catalyst in filling the financial gap to create affordable housing
for individuals and families when conventional financing has fallen short. Conventional
debt financing requires market-rate rents to cover mortgage payments and operating
expenses. HIF reduces required debt service thus allowing for a variable priced,
reduced rent structure. The following is a financing scenario detailing the difference in
rent structure to cash flow a conventional financed project and one supplemented with
HIF. As you can see, for a newly constructed, 24-unit apartment building, construction
and operations costs are the same, however, individuals and families can be offered
affordable rents based on their income when gap financing eliminates the need for a 20-

year loan.

New Construction Financing Scenarios

24 Unit Apartment Building
Cost of Construction is $175,000 (per unit) x 24 units = $4.2 million

i st AN
S

Conventional Financing Non-Conventional Financing

Market Rate Rent Income Restricted Rent
Equity Investment $1.26 million (30%) Equity Investment $1.26 million (30%)
Loan $2.94 million (70%) Gap Financing $2.94 million (70%)
(i.e. HIF, federal funds, private investments/donations)
Annual Expenses: Annual Expenses:
$252,757 Loan Payment (6%, 20 years) S0 Loan P§yment
$120,000 Operating Expense $120,000  Operating Expense
$100,800 Return on Equity (8%) 100,800  Return on Equity (8%)
$473,557 Annual revenue needed from rents to $220,800  Annual rent revenue needed from
cover expenses rents to cover expenses
Average Monthly Rent Per Unit to Cover Expenses: Income Restricted Rent Structure to Cover Expenses:
$1,644 5 units at $403 5 units at $898

5 units at $493 9 units at $1,050

Living in a conventionally financed, market-rate rental unit requires an annual salary of
$65,760 to not be considered housing cost-burdened. Those living in the non-

conventionally financed/income-restricted units could earn an annual salary of $16,120

Tl e AR
LR SR Y
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to $42,000 and not be considered housing cost-burdened. Individuals and families living
in HIF units primarily fall into four categories: low-wage earners, persons with a
disability, seniors with low incomes or disabilities, and individuals and families at risk of

or who are experiencing homelessness.

Over the past decade, North Dakota has frequented lists published by Forbes, Fortune,

and Business Insider as the best state or community to start a business. Entrepreneurs

are transforming their vision into viable businesses that are diversifying our state’s
economy. Affordable housing and cost of living are critical to the livelihood of both

entrepreneurs and established business owners in rural and urban communities.

Labor Market Information states, 17.4 percent of the vacant positions posted on the Job
Service of North Dakota (JSND) website pay less than $15 per hour. Many of these
“low-wage” positions are at entrepreneurial start-ups or are service-sector positions that
are the backbone of our communities. According to the U.S. Department of Housing and
Urban Development (HUD) you need to earn $16.40 per hour to afford $855 for a two-

bedroom apartment in North Dakota.

We know that the price of a two-bedroom apartment varies for each legislative district.
For illustrative purposes your handouts include an overview for District 14. If you are
interested in knowing more information about affordable housing and vulnerable
populations in your district, please visit our website:

https://www.ndhfa.org/Publications/PublicAffairs.html

HIF-funded projects create affordable rents, which can lead to financial and housing
stability for lower-wage workers. The progression of wealth creation for these individuals
can allow them to progress into a market-rate unit or become a homeowner. Coupled
with employment opportunities, safe communities, exceptional schools and access to

medical facilities, we can attract and retain these state residents.

As you probably have heard, there was an increase in the North Dakota’s 2018
population resulting in 4,656 more births then deaths. However, even with the increase
in youth and young families, the percentage of 50-64 year olds grew by 51 percent from
91,428 in 2000 to 138,139 in 2017. As the state’s population gets older, there will be
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more pressure to create affordable and accessible housing options for this segment to

remain independent.

According to AARP, 29,057 North Dakotans currently rely on social security for 90
percent or more of their income, and the median annual social security income for the
state is $16,133. The state ranks seventh in the nation with the highest proportion of
individuals ages 85 and older. As most of us age past 80, maintaining our financial
resources is essential to affording basic care such as housing, healthcare, medications,
healthy food and transportation. As seniors explore independent housing options,
financial restrictions may prevent them from leaving their home, increasing the potential
for accidents and injuries and further isolation. Another hindrance is the availability of

affordable housing options due to limited income.

In fiscal year 2017, the state paid $258 million for a monthly average of 2,950
individuals living in a nursing home, which is a cost of nearly $90,000 per person per
year. That same year, the state paid $43 million for about 2,500 individuals, or an
average of $17,000 per person per year between four in-home care programs (Home
and Community-Based Services Waiver (HCBS), SPED, ExSPED and Basic Care). Of
those programs, HCBS is the most costly on a per person basis, serving about 300
people per month for $23,000 per person per year. These numbers come from the
North Dakota Department of Human Services (ND DHS). The goal at our Agency is to
create housing options in urban and rural communities that allow older adults and
persons with disabilities the ability to age in place with as much independence as

possible for as long as possible.

Projections for renter-occupied housing units with householders ages 65 and older is
anticipated to grow 57.7 percent (12,000) by 2029. HIF will help ensure that these
seniors will have housing options in place when it is time for them to consider moving

out of their house.

Finally, | must touch on the need for housing for individuals and families that are at risk
of becoming homeless or those experiencing homelessness. According to HUD data,
over the past decade North Dakota has averaged 1,089 men, women and children living

on the streets or in homeless shelters. The 2016 North Dakota Housing Needs
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Assessment projects that the state’s extremely low-income households will increase
23.6 percent and reach 62,538 households by 2029. I've included attachments showing
the projected growth for the extremely low income to moderate low income households

for the state and by county for you to review.

Just because a household is deemed extremely low income or homeless does not
mean that they are unemployed. What we do know is that they cannot afford a place to
live without combining the financial resources of numerous adults and youth to be able
to pay their monthly bills. HIF has provided gap financing for projects in Fargo, West
Fargo, Grand Forks, Mandan and Bismarck to take the most extreme cases and create
housing stability for these individuals and their families to address the on-going cause of
homelessness. The Agency administers the financing to build the housing, and
agencies like ND DHS, JSND, Department of Corrections and the Department of Public

Instruction provide the one-on-one case management services.

Each community in North Dakota has unique population and housing demographics.
HIF is one of the most flexible and accessible programs that communities have to
address their housing needs. Some communities may want to invest more in housing
for workers filling entry-level positions. Other communities may need affordable housing
for seniors to keep them as part of their community. Urban communities may need more
permanent supportive housing options with accessibility to medical facilities for
individuals to address their personal issues causing homelessness. When HIF was first
created in 2011, many western North Dakota communities were struggling to recruit and
retain workers to fill essential service jobs due to rapidly escalating rental rates. North
Dakota Century Code 54-17-40.2.b. requires priority be given to housing for essential

service workers. SB 2271 removes this language, which the Agency supports.

The demand for HIF has exceeded the amount available since inception. As | have
stated earlier, HIF provides gap financing and is often layered with federal, private and

local funding that is needed to support the lowest rents.
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