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Officeq Correspondence Dare Uey 27, 1956
To Chairmen Eccles Subject: Attached notes on S. 4424
From J. M, ger

You may be interested in reading this comparison of
the Wagner bill in its original form and in the amended form

that I have suggested.
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HOTES ON S, 4424

COMPARISON OF SLUM-CLEARANCE AND LOB-RENT-HOUSING PROVISIORS
OF PROPOSED AMENDED BILL WITH THOSE OF ORIQINAL BILL

Long Title

The statement of purposes is subgtemtially the same in both
bills insofer as they relate to slum clearsnce and public housing.
Since the saepded bill, however, decls with the coordination of Federal
housing sctivities and the stimulation of private housing activities,

as well a3 with slum clearance and public housing, appropriste additions
are made to the statement of purposes in the amended bill.

Eindings spd Policy

The stetenent of findings and polisy is sebstantially the
same in both bills, except that the amended bIll adds & finding to the
effect that conditlons whieh bring sbout a shortage of housing tend
to ceuse speculative excesses and economic dislocation snd endanger
the stability of money and eredit. |

The amended bill omits the term "low-rent housing  which
in the original bill is defined a8 decent, safe, sand senitery dwellings
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vithin the financisl resch of and avallsble solely for femilies of
low income. The smended bill divides housing broadly into "standard
housing® and "substandard housing.® Stenderd housing is defined zs
housing shich eonforms to loeal law with respect to light, wir,
sanitary feeilities, end safety, or the construction of which would

be permitted under local lsv., GSubstendard houvsing is defined ss homaing
vhich does not Gonfors to such law,

*Families of low income,® which in the origimel bill ere
defined as families that cannot pay snough to induce private enter
prise to build en sdequate supply of decent, safe, and sanitery dwellings
for their use, sre defined in the smended bill s& families that lack
sufficient income, without the bemefit of finencisl assistance, to en~
able them to live in stendard housing or under other than overcrowded
housing conditions.

The terms "slum,” “development,® "public housing agemecy,*
and “sdministration® are given substantislly the same meaning in both
bills.

The smended bill uses the term "lowest prevailing renmtal level®
and defines this ez the averege rentsl at vhich the lowest reating 26
per cent of stendard housing, so loceted &8 to be reasonably eveilable
for the housing of fmmilies of low income dwelling in substendard
housing, is being rented.
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The emended bill uses and defines the terms Yexisting
properties,” "rehabiliteted properties,® and “new properties.® These
terms ere not used in the original hill, which spperemtly does not
contemplate more than en incidental use of existing or rehabilitated
properties for the housing of femilies of low income.

The originel bill uses and defines the terms "housing
agency," "public housing society,” snd "limited-profit housing agemecy,®
but these terms do not appear in the amended bill.

Housing Authority

Section 7(a) of the amended bill and Section 5{z) of the
originsl bill create & new agency end are substantislly the ssme, except
that in the smended bill the agency is given the name "United States
Public Housing Authority” as more sccurstely describing the nature end
funetion of the agency than the neme "United States Houging Authority.®

Section T(b) of the amended bill end Section 5(b) of the
originel bill create s board of directors and sre substantially the
geme. Section 8(a) of the smended bill and Section 4(s) of the original
bill have to do with salaries and other conditions of employment and
ere substentislly the ssme.

Section § of the amended bill end Section 4(d) of the original
bill provide for the transfer to the Housing Authority of the assets
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and projects of the PEA Housing Division snd sre substentially the seme.
Section 10 of the amended bill and Hection § of the origioel bill deal
with the powers of the Housing Suthority with respect to the securities
snd land which it mey aoquire snd ere substentially the sume.

Section 11 of the amended bill hes to do with the administra-
tive expendlitures of the Authority end is identical with Seetion 8 of
the original bdll.

(5 we 3
}"""""‘“ﬁrl ‘T""“""l “T"’"‘,

In respect of the financlal assistance to be extended to
housing projects, there sre substantial differences between the anended
bill and the original bill, The effect of these differences is to
spresd the benefits of the grants snd losns over & larger number of
femilies then appesars to be possible under the original bill, emd to
permit lower remts than appear to be sttainsble under the origimal Bill.

Seetion © of the originsl ¥1l suthorises grants up to 45
per cent and loems covering the bulsnce of the cost of & project. The
grents mey be peid in & lump sum or in amnual installasents up to 60
years. The losns mey run up %o 60 yeers. The Authority determines
the rate of interest end the memner in which the losm is secured,

Digitized for FRASER

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



The smended bill also suthorizes losns and grants, but pro-
vides in Section 14 for certain preliminary studies to be made in the
community before & slum-clearance or housing project is undertaken.
SBection 16 authoriszes grents in the form of remtal subsidies peyable
on &n snnusl basis. The use of the subsidy is limited to the re~
housing of families of low income that wre dwelling in substandsrd
housing or under overcrowded housing conditions. Oection 18 slse
provides that families admitted to subsidized houvsing must be certi-
fied by the local relief agency to be fumilies of low income.

The loan provisions of the smended bill are in Section 17,
Loans sre suthorized to public housing agencies for the scquisition
of existing, rehsbilitated, or new properties, or for the development
of projects designed to provide housing in such properties. The period
for emortisation is limited to 30 years instead of 60 years as in the
original bill. The rete of interest on loans is fixed at not less
then the aversge interest peld by the United Ststes on its bonded in-
debtedness, instead of being left to the determinstion of the Authority
as in the original bill, The effect of the change in the interest
provision is to preclude the msking of large losns at less than cost
or without interest.

The properties with respect to which loans sre mede mey also
receive grants in the form of rentel subsidies under the provisions of
Section 16 of the smended bill. There is no provision in the amended
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bill, however, for lump-sus grents. The grants are limited to the
annuel psyment of a rental subsidy om & contrsct wp to 5 yesrs in the
case of existing properties, up to 20 yesrs in the csse of rehabilitated
properties, and up to 30 years in the cuse of new properties.

origioel bill is thet the grents need not be used solely for the con~
struction of new properties, but msy be used also for the payment of
rentsl subsidles on existing or rehabilitated properties. Such proper-
ties mey be owned by the local public housing agemey, or they may be
under privete ownership and receive the bemefit of a remtal subsidy
through contrsct with the local publie housing sgency.

Another importent difference between the amended bill snd
the original bill is that losns snd grants under the original bill
sre not conditioned on snmy local participation in the subsidiazing of
housing projects, wherese such perticipation is speeifically required
in most ceses under the amended bill,

In the case of existing properties, the Authority mey grent
under the smended d11l the full smount of the rental subsidy required
up to June 50, 1958; 75 per cent of the required subsidy after Jume 50,
1988, end up to Juwe 30, 1850; and 60 per cent of the required subsidy
after June 30, 1839. In the case of rohabiliteted properties or new
properties, the Authority msy gremt under the smended bill 70 per cemt
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of the required subesidy whers such subsidy is contrscted for not lster
then June 30, 1957; and 50 per cent of the required subsidy where such
subsldy is contracted for after Jume 30, 1987,

The difference between the total amount of the regquired
subsidy in any case snd the grant made ty the Authority is required
under the smended bill to be provided through non-Federsl funds or tax
exemption Wy local commmiiles.

Losng %o Privite Agencies

Section 10 of the original bill suthorizes losne to iimited-
srofit egencles up to 85 per cemt of the development or sequisition
cost of & project, but limits the amount of such losns to not more than
£25,000,000 in any one flsesl year. This suthoriszetion is omitted im
the smended bill, which confines both losns and grants on the part of
the Authority exelusively to loesl publie housing ngencies. Under the
anended bill, however, the Authority may render technicel sssisztance
to private agencles und, &8 previcusly stated, may grent remial sub-
sidies through locsl public housing sgeneies to privetely owned existing
or rehabilitated property.

Pemonstretion Frojects

Section 11 of the original bill provides that the Authority
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demonstration projects. The amended bill does not authorize any
direct construetion by the Authority, but lesves the development
and administration of new projects wholly to local public housing
agencles,

The original bill conteins mo speeific provision with re-
spect to rents other than that implied in the definitions of "low-
rent housing® end *families of low income.® Section 14 of the
amended bill prescribes a method for determining the lowest prevailing
rental in properties that conform to loeal housing standards. On the
basis of this lowest prevalling rentel level, Sectlion 16 of the amended
bill sets a limit on the remts to be charged in subsidised properties. v

Subsidized housing in existing properties must be at the
lowest preveiling remtsl level for housing thet conforms to loeal
standards; csubsidized housing in rehabilitated properties must be at
an average remtal not more than 55 1/5 per cent sbove the lowest pre-
vailing rental level; subsidized housing in new properties must be at
sn sverege rentel not more thsn 66 £/5 per cemt zbove the lowest
preveiling rental level.

Under the amended bill, louns for the construction of new
properties are authorized only when housing csnnot be provided
economically in existing or rehebilitated properties.
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Stenderds

Section 12 of the original bill prescribes standsrds for
the Authority te conslder in making losns and grants, The sguivelent
of these standerds in the smended bill is contained in the definitions
of *stendard housing,” “substesdsrd housing,* and *families of low
ingome,® in the reguirement for certification of femily income by a
locel rellef agency, and in the requirement for determining the lowest
preveiling remtal level. The same is true with respect to the standerds
presoribed in Sections 14 end 15 of the original bill,

Lobor Provisions

The labor provisious in Seetion &2 of the amended bill snd
in Seetion 16 of the origimal bdill are substentlially the same,

Fipsaglel Provisions

Provisions for the cspitel stoek of the Authority is the
sume in both bills,

In both bills also the Reconstruction Finsnee Corporation
is Authorised to advance upon reguest of the Autherity up te $100,000,000,
MWﬁtuhdMaMdﬁ-mﬁSetthmm
Division, mbich im both bills eve tromsferred to the futhority.
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In the original bill the Authority is empowered to issue
bonds gusranteed by the United States as to principal and interest
snd exempt from all taxes except surtex, estete, isheritence, and
gift taxes. In the smended biil the financial reguiresents in
excess of §100,000,000 are met by direet sppropristions. Both
bills provide a four-yesr program, but the smended bill also
suthorizes sppropriations for esch year thersafter to meet the
annual remtal subsidy payments authorized in the bill,

FOTE: The two methods of finsneing——that is, by
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