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SENATE BILL NO. 253. by Senators Josephson and V. Fischer.

Would amend laws governing the Multifamily Housing Loans

Security Fund in the Alaska Industrial Development Authority

to allow use of assets in the fund to establish capital reserve
funds to secure bonds issued in connection with the financing

of multifamily housing projects. Provides that a capital reserve
fund established to secure such bonds is not subject to the current
statutory limit of $10 million under AS 44.88.105(a).

The Fund was established in AIDA last session to set up a temporary
program to finance new multi-family housing projects in the state.
(See Sec. 69, Ch. 113, SLA 1982.)

Amends Sec. 69(f), Ch. 113, SLA 1982 establishing the Multifamily

Housing Loan Account. Currently, money in the account may only be
used to purchase loans for multifamily housing projects. The bill
would allow use of funds in the account to originate as well as

purchase loans. Adds: "The authority may not use proceeds from
the sale of bonds of the authority to finance secondary loans for
multifamily housing.”™ Eliminates current provision which prohibits

AIDA from depositing proceeds of bond sales into the Multifamily
Housing Loan Account.

Provides for an immediate effective date.
Introduced April 14 and referred to Labor 4 Commerce and Finance.

SENATE BILL MO. 254, by Senators Josephson and V. Fischer.
Changes interest rates on loans made by the Alaska Industrial
Development Authority (A.1.D.A.) from the Small Enterprise
Loan Account that are guaranteed by the federal government
(such as S.B.A., the National Marine Fisheries Service, and
the Farmer®"s Home Administration).

Currently the rate on loans purchased by A.I1.D.A. with money in the
Small Enterprise Loan Account that is not from the proceeds of a
bond sale is equal to the mast recent index of Aa Corporate bond
yield averages as published by Moody"s Investors Service. Under
the bill, rates on these l.ans would be equal to "the lesser
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(|In|ine the effective date of this Act and AS 16.10.3101a) (1) (II) or (0) nftn 'jthe safety, health, welfare, and prosperity of the residents of the state arid
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* Sec. 67. in aecii. 66 - 66 of thin Act a lonn to nn ansocl.ile oC 4 s H*
O borrower la ronoldored to be n loan to the borrower. b till i flectionf (=) In addition to the powers conferred on the authority under AS 66.-
. Inc.- nf a hnrtnwet" II/Ifi Ilic fl-imc meaning, set out under AS 16.10.1MI" +lljA and Ila other powers, the authority has the following poweryj
#j  + SECi 61l  If a newly constructcd owner-ofcupled triplex ol frillT*[)t1 () (it mtkf INilli ami *o participate In the making of loans In
)>>, I'lpbied lielwein the effective date of lilts Act and October 1, 10116, and ' ~ ‘Jam llon with other li‘tidrtn, |Ilic Alaska Stale Mousing Authoruy, or .
Jii.rlplex or (mir-plcK > nUp.lhtf for flimnr 11y '""HIIT '"™*e provisions .* "' blp.ll.y ,.( ,.he sluts to anslai lo tin f1lunitelog ot multllamlly housing
".-.pedal nx,r lgage loan purchase program 0; the Al-éska Liousing IFi'rll"annndg i'l"llv(!. ' lu
dun (AS IH,Vi.O'L.lIl, llie Interest rale dule'.mlued uinh" AS 1L7,6.UDMr.i= 1 () lo own a mullllami ly housing project with sponsors, develop,*!a,
1(1) and (6) shall apply lo Iho first SIOfi.dOO of a im>A§épe loan lot aH J eis. or oilier pen,mu, in lo own a iiiotlir.mil ly housing project alone, for
iiol lo 1In; first $160,000 of a mortgage loon for s fom-plcx. In thin <m 1 o|"i'ie of inelnl,lining a security Interest In thst mol I lfsml ly housing
foer,

"newly cons llnete,| Owner-occupied triplex or foiir-pi”"x"™ sr.»i)n an owsrl

1) r, | . :
uieiipiiil Irlplex hi lour-plei, (list In tint occupied before the effective.*1 @ ' lorruw i«on,y( t= lIssue Its humlx, and In Jirnvile seeurlly
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lie procceda of tax-exempt bonds for a nmltl rmnl ly houalnp, Inl«e

projeet ot

*i atcs determined or agreed to liy the ...ichorllyi
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| IItl to enter Into agreements with respect Ir a milllfaml ly hum

14project on terms and conditions that the authority coonldors advisable.
N 7 to aGflInt private lenders, the Alaska State Item, ttip AullmtV
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inl ramiclp.'Ilitlett of the stare to make loann to lin.one llie costs ol null
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?2ul(undii eslahllulled to secure hoods Itinned in finance one nr mure mull Ifi
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mh il. Ilowevei', tlu- autliurlty may nut deposit proceeds Irom Ilie sale ol

mils of Ilic autliurlty Into the multifamlly housing

loan account. The nnali-

cully hiHislnp, loan account uliall l.c used only to purchase loans fur multi-

rally hour.hip, projects. Notwithstanding the provisions of AS M .88,1ii(il),

lean pot chain'd hy Ilic autliurlty for the multifamlly luninhip, loan account

o) may not lie for a term lonp.er than 30 years from the dale

wn IS madei

) shall he secured hy a mortgage or utlier security Instrument In

mimu-r the authority determines |5 feasible to assure timely rupayiueiit

| Ko B loanap.reenient entered Into with llic

hotrowerj the imMp.vip.I' or othei
hi ]ly Insiruinctil constltuteu a first lion against |.he no1l 11 anil Iy hour, hi
«Jed, execpt that Il nuiy he uuliordlnatcil hy the aulllorlly to a loan ntale

‘tedly or indireclly with the proceeds of a sale ol howls hy the toil hot 11v,

Alaska St.ite Ihms lup, Authority, or a municipality of the state during tin

‘i when |Iie hi.ill from these proceeds |U outstanding, and may l.e snhoiilin-il ®
- that ref Injures the original loan, |If Ilic amhorlly considers i
- .lalc lo do ‘Hi

i) shall provide lor aschedule of payments ol principal and
~test thathi satisfactory to the authority, and that may hicltule, wlihonl
mltalian, deferrals nr reilucl lulls of ..aymeiits, varlahla payments, halloo

‘meillt, tili.irhi,”. IN eipiliy appreolacitm, and other arrangi‘montm

1A) shall he In the form and contain the terms and provisions with
fl lo liiioirnnci.", reptilts, al loral lons, payment of taxes and .isscssnuuii s,

il reserves, delinquency chnrgen, default remedlen, acceler.il lon ol
oily, secondary Illeus, anil utlier mailers au the aulliurlly preset lhes,
<r) The hileres! rale mi a loan for one or more rrul].lfaml ly lloiisin.’

*CS 1inmeed from the proceiuls of tax-exempt hoods ur expected hy Ho

ihy (< ae ||n.meed from (.he proCcds of tax-exeii'‘pl houds may he ii ,
wl Il lower rate, an the authority conshlcrn npptoprlale, than the m i
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iidl funds .in dofiiidl In AS 44.88.15900, ultli rofip’L in ili.il loan.

@® The multlfunlly housing loans security fund Is established In te
authority. The multlfamlly housing loans security fund consists of money av
‘assets appropriated or translcrred to It, Llic income produced from lis limn
blliiont* nnd holdings, And deposits tlint the nuthority may make from repayment!

Illfjf multif.imlly housing loans purchased hy the multifamlly housing loan accou"

Oh.iplis* 111
« Inpmtuit Imill of the authority, or |If the balance In the u.ulLIf.mll;
lag loans SeCUrity fund is less lhun the amount of the Unpaid balance,
mid interest, and costs attributable to the loan, the remaining balance
<he multifamlly housing loans security fund shall be paid to the cnierprls

lapmenl: fund of the authority. The authority shall consider a loan fully
|
. . . . L barged for purposes of (j) of this section upon payment from the multl-
/=if the enterprise development fund. The purpose of the mill’ family liouilni
i i . i .1/ housing loans security fund to the enterprise development fund under
o loans security fund is to provide a loan loss reserve for the enterprise
=i subsection.
«development fund for multifnmlly housing loans made hy the authority from lie
o ) . 0) Not later than AD days after all mltifnmlly housing loans (hat
uw=imilt Ifamlly housing Iloan account of the enterprise development fund. The |
been made from the multifamlly housing luan account of the enterprise
" mlllfaintly housing Iloans security fund is not a general asset of the. |
. . . . . topmenl fund of the authority have been discharged, or considered to he
Hliuthorlty and may not be pledged or committed in any uay except to provlih i
I . . «burped under (1) of this section, any halnnco remaining In the multl-
Jliii.n loss reserve for tlie enterprise development fund for multifamlly hu'Hlu I
“ly housing loans security fund shall he transferred hy lIn- authority Lo

loann made by the authority from the multifamlly housing loan account of t<
* ~iale general fund.

enterprise development fund. The authority may 1 B
: 1*1 In Phij; sect lull,
(1) estalllah separate accounts In the multifamlly housing lo.m »
) ) ) . . [¢B) "author :L].y" means the Alaska Industrial Development Authority;
security fund lor multifamlly housing loans, an il finds appropriate, and s ™
) "muttifamlly bousing project”™ means a specific building,
esiah llull other accounts that It considers appropriatei
. . Iure work, or Improvement of five or more dwellin units, nr a rou <f
(2) hold and Invest money and other assets of |Ilie inul L1famlly ’ p 9 9 p
. . . < buildings, structures, works, or Improvements, the primary purpose of
housing loans aecurll.y fund at competitive national market rates In the I>e
k Is to provide rental dwelling accommodations anil which qualifies for

if Investments described In AS 37.10.070(a). i
) . eimpl lionising under sec, 101 of the Internal Revenue Code of 1B54, as
) If a multifamlly housing loan from the multifamlly housing 1"
a”; 1 =d f'b 11.5.0. see. 103), or sec. 11(h) of the National Mousing Act ol
account of the enterprise development fond of the authority Isnot fu
,|% is amended, nnd which 1Is originally financed before January |1, 1984;
lirepaid, Including accrued Interest, and Is not fully sal tufted after ili
) ) ) ) "efamily housing project” Includes Ilic ncqulult lou, countruciion, oi
.enforcement ©°f any security that the aut.horliy has acquired under <l)<¢) '
1 hd <111 «tImt of land, building,a, and Improvements for rent'll dwellings,
jihlfi aetllon, the o.i'‘cciit. lve director of the .mlhurlly shall certify the | ~
i ) . . . . ‘ailons, and nlhei facilities that may lie Incidental in nppui‘lcnanl to
jyregaoil ng the loan In writing. Upon the certification an amount equal f" ' j
I dwelling aeeoni‘iii‘dat lons ,
Impild h.ilance, accrued Interest, and costs attributable in Ili.n loan -
) ) - ) . *hrr, 70# Notwithstanding AS 44.47,4(0 as amended by see. si of this
ie paid (mm the imilllfamlly hulls tug loanssecurity fund to the eiiterpil
. - il her.snber ‘I, 1987, ihe Interest rile on a luan under AS AA.A/,
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jfiiti - 63.67.560 (or (£) rural lousing that (@ nor nnnoiuliirintiip, liOKiKim»s1-

IgM aiiii iliioc'-quartere lizru~nti And (2) nonrrnfurmlnp, housing is eegnnl to

It lotureal rate, no determined under AS 18.56.098(g)(1) - (6). on n

jiinitIc,i] = In/m purchased under AS 18.56.08(a) from tile proceeds of the most

|ni ippllrahlo Issue uf tnxahlo hends before the origination ni purch.iu

The division of housli.*

Ifif the iimrCgnge lonn for the nonconforming housing,.

Ini-!lul.uire tn the Department of Community niid Heglonn®' Affairs may not ism.
»lt commitment for n loan untl.T thin section after September |, 1982,
*| 4 ‘ier. 71. Ifotwl Ilistue'liip, AS 66.67.520(b) as enacted (n nee. 69 of thli

<Oii, mil il January 1, IM', the Internal rate on a loan for non-owner

(hiuplrd housing under <8 66.67.520 1Is nine and one-half percent. The

division of housing ii.nlstnnce In the Department of Commonlly and Kegloiia

[Affairs may not In.ue a .‘ominltmont for a loan under this suction after

liejil ember 1, 1982.

See. 72. The ful luklag lawn are repealed: AS 01.10.010(h) and fill

jAS Hi. 10.320(c) and (g). 16.10.337(c), >6 10.362(h), 16.10.650 - 16.10.1/

AS 18.56.010 - 1d.56.070) AS 18.55.360' AS 18.56.100(e) - (K)i AS 2/.0/i

AS 27.09.060(0'i AS 37.11.100) AS 66 25.030 - 66.25.038) AS 66.33.320-
m .31,1801 AS (6.67.320 - 66.67.150.
* See. 73. Seetlnil 69 of this Act Is repealed.
* Sec. The repeal of AS 18.56.100(e) - (k) In see. /2 of 11*13 A’
[does not Invalidate housing development fund notes Issued under AS 18.36.:
((e) - (k) hefore the effective date of ].I‘tn Act.

* Set. 75. S'-cl Il‘l 73 of thin Act takes effect nil the day after He

HI r.iivifee <f funds hy the Alaska Industrial Development Authority to | &

vlponi i il fllIll Is |S|de under nee. es() of thin Act, or, 1f there aie no
7'ffiva [lallll- 11l make Ilie liausfer, oil the Olst day ilflpt" Il WL Ifaml |/

2i* | eex>pme eliit h/ivif iibnlo fttwn 1h* mulf If«ml Iy honri Ilnj* lo/iu .irroiiiil ol *
S h*m»esdsi | >xe lo|]>mcn(  fund ol' the Alv.lui Imhntr 1nl Ih;v<'lopim'Hi Autk<ci:

am

. N . Chapter |11
& illllai/ill nr are consldeied lo he discharged under sec. 69(1) uf ililn
l.

¢See. . Sectlmns 21 - 23 nnd 21 - 30 of thin Act take effect on the
iir uf approval hy the voters of the state of a ronr.cttiiCim.il amendment to
al. 1X, see. 8 uf the ConstItution uf (he State uf Alaska to allow the stale
icontract ildi fur housing loans fur veterans.

**cc. //. Section 11 of this Act takes effect January 1, 1981.

eSc. M. Sections 1-20. 26 - 27/, - 72. and 76 of this Act lake
<lint limadlately In accordance with AS 01.10.070(c).
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SB 253: An Act relating to loans made or purchased by the Alaska
Industrial Development Authority.

This bill makes technical, amendments to CH 113, SLA 1982, which
established a multi-family housing program in the Alaska Indus-
trial Development Authority. The current statute provides a
"sunset" date of January 1, 1984 for the Authority's involvement
in multi-family housing. SB' 253 does away with this "sunset"
provision and allows the Authority to continue to De involved
in multi-family housing as long as the U.S. Treasury rules
permit. In essence, as long as multi-family projects can be
financed tax exempt, the Authority may continue to do so.

Additionally, the bill makes other changes which, among other
things, allow the use of the multi-family housing loan security
fund for capital reserve fund wuses; remove, the $10 million
ceiling on mutli-family housing projects and make clear that
the fund may be used as a loan loss reserve.

Based upon CH 113 the Authority has imp"emented a multi-family
program. The original legislation is in need of "technical™ or
"clean-up™ amendments to make it work. Without the passage of
this bill the program will cease on January 1, 1984. A sectional

analysis is attached.

The board of directors of the Alaska Industrial Development
Authority and the Administration recommend approval of this
measure as drafted.

Richard A. Lyon, Commissioner

Date: 5/ n/ftb

52583A
BW/vIG8



STATE OF ALASKA

FISCAL NOTE Revision Dat” , 1983
1. REQUEST 1. FISCAL DETAIL
Bill/Resolution No,: S.B. 253 Agency Affected Commerce & Economic Devlpm
Tille: Alaska Industrial Devlpmt. Authority Program Category Affected: Develonment
Sponsor: Josephson/Fischer BRU, Program of Subprogram(s) Affeetedf~
Requestor: Alaska Industrial Development Authority

EXPENDITURES/REVENUES: (Thousands of Doll ars)
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88
OPERATING 1
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC

TOTAL OPERATING 0 0 0 | O "0
CAPITAL | O
REVENUE
FUNDING: (Thousands of Dollars)
GENERAL FUND

FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
FULL-TIME 1
PART-TIME
TEMPORARY I NONE

I1l. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV.  ANALYSIS: Attach a separate page for any Analysis

Prepared By: Bertram L. Wagnon, Executive Director,/" Phone: 274-1651
Division: Alaska Induatrial Development Authority Date:  4/19/83
Approved by Commissioner: Richard A. Lvon Date:

Department: Commerce and Economic Development

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor) 3/8/83



SB 253
Sectional Analysis of Multi-Family Legislation

Section 1: This additional Jlanguage will enable the Authority to wuse
the multi-family housing Jloan security fund for capital reserve fund
purposes. Capital reserve funds are normally equal to one years average

annual debt service.

Section 2: This revised lang lage removes the $10 million [limit on
capital reserve funds for multi-family housing projects. The original
$10 million limit was based wupon the same Ilimit being 1imposed by the
federal tax code.

Section 103(b)(6) of the federal tax code is the "small issue exemption”
that allows the Authority to issue tax free industrial development bonds
for business financing, up to a limit of $10 million per project.

Most of the Authority®"s activities are based on this portion of the tax
code. The multi-family program, however, is based on Section 103(b)(4)
of the tax code, and no $10 million 1limit 1is applied 1in this case.
Hence, this modification would allow the Authority the opportunity of
taking advantage of the greater flexibility of this section of the
federal tax code.

Section 3(f): This makestechnical corrections to allow the Authority to
utilize the reserve fund for bond issues and also prohibits bond proceeds
to be used for secondary debt.

\

Section 4(h): This once again restates that the multi-family housing
loan security fund may be wused to provide funds for capital reserve
purposes and also used for a loan less reserve.

Section 5(2): This removes the January 1, 1984 sunset provision and
allows the multi-family housing to be an ongoing program.
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SB 254: An Act relating to the interest rate purchased by the Alaska
Industrial Development Authority

Senate Bill 254 proposes amendments to AS 44.88.159(c) which deals with
the setting of interest rates for the purchase of SBA loans bythe Author-
it , The current law mandates that this rate beequal toMoody's Aa
corporate bond yield. The necessity for a change is due to the fact
that the SBA places an interest ratecap based uponthe prime rate and,
with the dramatic fall in the prime rate over the past six months, we
are approaching the ceiling. i

The Moody's rate is what is refe red to as a "mellow" rate in that it does
not move either up or down as fast as prime. For example, when prime was
at 20%, Moody's was at 15.5%. However, as prime fell Moody's, being a
"mellow" rate, did not fall as fast and currently stands at 11.8% while
prime is at 10.5%.

This legislation is intended to give the Authority a limited flexibility
in setting the interest rate and at the same time preserving the integrity
of the program by setting the rate at the lesser of prime or Moody's Aa
with a 10% floor.

The bill, as drafted, has a technical flaw in that it may be construed to
mean that, if prime falls below 10%, no loans could be made. This is not
the intent and a suggested amendment is attached making it clear that if
prime falls below 10% the loan rate will be 10%.

*Sec. 2. AS 44.88.195(c) is amended to read:

(¢) The interest rate on a loan purchased by the authority
with money in the small enterprise loan account that is not from
the proceeds of the sale of a series of bonds is the lesser of
(1) the prevailing pr/me rate adopted by tne United States Smal 1
Business Administration, or (2) [EQUAL TO] the most recent index
of Aa corporate bonJ yield averages as published by Moody's
Investors Service. However, if the interest rate established
in accordance with this subsection would be less than 10 percent,
the interest rate on the loan isHo percent.

Our reason for suggesting such an amendment is that it is possible that
someone might construe the existing language to be interpreted to mean
that once the lessor of 1 or 2 fell below 10% no loans could be made.
Our suggested alternative would hopefully clarify any such ambiguity.

The board of directors of the Alaska Industrial Development Authority

and the Administration recommend approval of this measure with the
suggested amendment.

Richard A. Lyon, Commissioner

Date: _
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SB 254
Sectional Analysis of SBA Bill

Section 1; This section deletes the reference to a project, as defined
in AS 44.88.220. This deletion is requested to ensure that there is no
difficulty with the Authority purchasing the SBA guaranteed portion of
working capital and inventory loans. Presently, it could possibly be
interpreted that the Authority 1is prohibited from buying these loans
because of the project description of AS 44.88.220(6).

Section 2: This section is an effort to resolve the difficulty of

differential rates being applied to the same loan program. Presently the
maximum rate allowed by the U.S. Small Business Administration (SBA) on
loans guaranteed by them 1is the prevailing prime rate plus: 2-1/4% if
the loan 1is less than seven years; or 2-3/4% 1if the loan is longer than
seven years. The present AIDA "buy rate™ for the SBA guaranteed portion
is Moody ® Aa corporate index - 1in essence, AIDA is loaning funds to the

banks at this rate. The bank may then add 1-1/2% to this rate for loans
under $100,000, or 1% to this rate for loans over $100,000. Generally,
there has not been a problem, but with two different rates, particularly
one being a "short term"™ vrate (SBA/Prime) and one being a "long term”
rate (AIDA/Moody & Aa) the potential exists for the rates to be such that
AIDA effectively cannot buy these loans. For instance, the present
(mid-March) rates are: Prime = 10.5%; Moody"s Aa = 12.4%. For a loan of
less than 7 years, the SBA ceiling is 12.75% (10.50% + 2.25%). AIDA will
"buy" this loan (i.e. provide funds to the bank) at 12.4%, and allow the
bank to charge 1 to 1-1/2% in excess of the 12.4%. Since the SBA ceiling

is lower, it will be the effective rate. So the bank would o loan
funds to the borrower at 12.75%, and get funds from AIDA at This
spread 1is 1inadequate to induce the bank to sell SBA loans to This
does not mean that a bank will not make an SBA loan based upot, other

source of funds, however it does significantly lessen the possibility
that a bank will make an SBA loan (the SBA estimates that AIDA purchases
70% of all new SBA guaranteed loans in Alaska).

A simple way to eliminate this problem would be to tie the AIDA rates to
prime. However this could <create a situation where a borrower was
confronted with rates in excess of 20% (prime exceeded 20% during 1980
and 1981, and peaked at 17% during 1982). Section 2 represents a
compromise. It sets the AIDA buy rate at the lesser of prime, or hoody's
Aa, with a 10% floor. This should allow AIDA to '"stay in the SBA
business” even if Moody"s Aa exceeds prime, as in the example, but still
protects the borrower from the -egregious rates that could result from
being strictly tied to prime. The rational for the 10% floor is that if
rates drop below 10%, AIDA assistance should not be needed.

Suggested amendment for S.B. 254 Iis: (see attached page.)



*Sec. 2. AS 44.88.159(c) 1is amended to read:

(c) The interest rate on a loan purchased by the authority with
money 1in the small enterprise loan account that is not from the proceeds
of the sale of a series of bonds is the lesser of (1) the prevailing prime
rate adopted by the United States Small Business Administration, or (2)
[EQUAL TO] the most recent index of Aa corporate bond yield averages as
published by Moody®"s Investors Service. However, 1if the interest rate
established in accordance with this subsection would be less than 10
percent, the interest rate on the loan is 10 percent.

Our reason for suggesting such an amendment is that it is possible
that someone might construe the existing language to be interpreted to
mean that once the lesser of 1 or 2 fell below 10% no loans could be made.
Our suggested alternative would hopefully clarify any such ambiguity.
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ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY

\BH'OHISEQ

APR 2 5 1983

April 19, 1983

The Honorable Joe Josephson
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Senator Josephson:

We recently received a copy of Senate Bill No. 253 which among other
things would extend the life of our multi-family program. The Authority
supports this legislation and would appreciate the opportunity to testify on
its behalf at the appropriate committee hearing.

We have also received a copy of Senate Bill No. 254 which deals with
interest rates of the Authority. We support the intent of this bill, but
would like to offer a technical amendment which would read as follows:

*Sec. 2. AS 44.88.159(c) is amended to read:

(c) The interest rate on a loan purchased by the authority with
money 1in the small enterprise loan account that is not from the proceeds
of the sale of a series of bonds is the lesser of (1) the prevailing prime
rate adopted by the United States Small business Administration, or (2)
[EQUAL TO] the most recent index of Aa corporate bond yield averages
as published by Moody®"s .Investors Service. However, if the interest rate
established in accordance with this subsection would be less than 10
percent, the interest rate on the loan is 10 percent.

Our reason for suggesting such an amendment is that it is possible
that someone might construe the existing language to be interpreted to
mean that once the lessor of 1 or 2 fell below 10% no loans could be made.
Our suggested alternative would hopefully clarifv any such ambiguity.

Senate Bill No. 252 which would transfer $15,U00,000 from the
Authority®s "Multi-Family Housing Loan Security Fund" to the "Low Cost
and Low Income Multiple Family Housing Development Fund"™ in the
Department of Community t Regional Affairs is an interesting piece of
legislation which we are reviewing.



The, Honorable Joe Josephson
April 19, 1983
Page 2

Sincerely,

Bertram L. Wagno
Executive Director

BLW :mkr

cc. Commissioner Richard Lyon, Dept, of Commerce
John Rubini, Assistant Attorney General, Dept, of Law
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