
No. 16HOUSE

State Housing Board,
90 Tkemont Street, Boston 8, November 3, 195;

To the Honorable Senate and House of Representatives.

In accordance with the provisions of section 33 of
chapter 30 of the General Laws, a copy of the recom-
mendations for legislation to be contained in the annual
report of this Board is submitted together with drafts of
bills embodying the legislation recommended.

The drafts of legislation have been submitted to the
Counsel to the House as required by law.

STATE HOUSING BOARD.

Daniel Tyler, Jr.,
Chairman.

Kathryn Deery.
Joseph F. Higgins.
Sydney C. H. Smith.
Emil J. Vlasak.

Cl)t Commontuealtl) of epassacftusetts



No. 16.9 [Jan.HOUSE

1. An Act redefining the Word “Mayor” as used

in the Housing Authority Law.
The purpose of this legislation is to clarify the definition

of “Mayor” as it now appears in the housing authority
law to resolve a controversy which has arisen as to the
interpretation of said definition. Two separate drafts
are presented herewith. One resolves the controversy by
permitting the city manager to appoint members to
housing authorities without the necessity of confirmation
by the city council. This is commensurate with the
theory of the city manager form of government, less
cumbersome in its operation and the solution to the con-
troversy preferred by this Board. The second resolves
the controversy by explicitly requiring confirmation of
such appointments by the city council.

Either one or the other of these bills is necessary as the
Department of the Attorney General and Bond Counsel
feel that the time has arrived when, due to the present
ambiguity claimed in the law, questions having arisen as
to the membership of housing authorities, they will be
unable to approve future financing of housing projects
in plan E or plan D cities. Without such approval, sale
of bonds or notes refunding present obligations will be
impossible and the Commonwealth will, of necessity, be
called upon to fulfill its guarantee.

2. An Act redefining the Word “Mayor” as used
in the Housing Authority Law.

The reasons for the recommendation of this act are
covered under the recommendation number one above.

3. An Act authorizing the Chairman of the State
Housing Board to delegate Authority to
Employees.

This act is intended to facilitate the approval of bond
and note issues by bond counsel. It will enable bond
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counsel to rely on certified copies of documents on file
with the State Housing Board. There is presently no
authority in the chairman to certify as to any fact the
existence of which may be a condition to the validity of
any bond or note of any housing authority. This pro-
posed bill will correct this deficiency in the present law.

4. An Act relative to the Issue of Bonds by Hous-
ing Authorities for State-Aided Housing
Projects.

The last sentence of the present act, section 26NN
of chapter 121 of the General Laws reads as follows:
“The average annual rate of amortization of bonds issued
to finance a project shall be not less than two and one
half per cent of the principal amount of such bonds.”

Counsel object to the section as it now stands, on the
basis that they are unable to determine beyond a possible
doubt what meaning the word “average” has in the
above sentence. They are reluctant to give their ap-
proval to bonds issued under the Housing Authority Law
and amortized under a “level-debt service,” so called.

The gist of their objection is that retirement of the
principal amount of the bonds in forty years, as required
in the first paragraph of said subdivision (a) results in
amortization at an average rate of V/i per cent, by the
process of simple arithmetic, no matter at what times,
and in what amounts, payments may be made to retire
principal.

Although the sentence in question can be reasonably
interpreted as being intended to apply to a “level-debt
service” type of amortization, with comparatively small
variances over a period of years from a standard rate of
2jdj per cent, the possibility suggested by Boston counsel
cannot be denied. In this respect, however, it should be
noted that over 100 million dollars of bonds have already
been sold under the provision as it now stands, under
the approval of New York counsel.

This whole problem has been reviewed with counsel
and the proposed amendment has been drafted so as to
cover amortization over a period of years, under “level-
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debt service”, and at the same time leave unhampered
the power of the chairman to approve short-term issues
of bonds, and certificates, or notes. It is highly unde-
sirable to enact legislation that wr ould prevent the issuance
of short-term bonds and notes.

The proposed amendment does not appear to affect
adversely the Commonwealth, either by removing safe-
guards that might otherwise protect the Commonwealth
from being liable under its guarantee, or by hindering
the issuance and sale of short-term obligations. Passage
of this legislation is thought to be highly desirable.

5. An Act authorizing Housing Authorities to
dispose of Certain Project-Owned Gas, Elec-
trig, or Heating Distribution Systems.

Some projects have been constructed with Authority-
owned utility systems in order to reduce the living cost
to the veteran tenants of low income by taking advan-
tage of the rates available to the wholesale purchaser of
gas and electricity. In some instances, this has proved
to be an operational problem beyond the capacity of the
Authority particularly in smaller communities where the
size of the project does not justify the employment of
full-time administrators. It has created for such au-
thorities extra administrative problems not justified by
the savings. When a tenant moves out owing rent, the
amount due for utility service is an added loss. In the
smaller communities, maintenance and repair is a diffi-
cult problem because such communities lack the facilities
and the local utility company is under no duty to repair.
Rate changes have in some instances affected the opera-
tion adversely.

The present law, although permitting the sale of excess
land, does not provide for the sale of any part of a project.
This proposed amendment also provides a safeguard for
the security which is the project property by providing
for the allocation of the funds received from such sale to
the Housing Authority Bonds Sinking Fund already
provided for in the law.
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The present law does not provide for the dissolution of
Housing Authorities. There are many communities
where the need for Housing Authorities presently appears
to be one which will continue into the unforeseeable
future, but there are some communities where the need
for a Housing Authority will no longer exist in the imme-
diate future. There are other communities where Hous-
ing Authorities have been legally organized but, due to
the lack of need, no projects have been constructed and
no need exists nor can any future need be foreseen at
present. These communities are burdened with the duty
of electing members to a body politic which has no
reason for its existence. This proposed law is intended
to cover the immediate situation and any future one that
may arise and at the same time safeguard the Common-
wealth from premature dissolution of an Authority
whose obligations remain outstanding.

State-Aided Housing Projects involve the guarantee of
the credit of the Commonwealth on the obligations of the
Housing Authorities. Any occurrence affecting the credit
of a local Authority affects the credit of the Common-
wealth. It is the intention of this act to give the chair-
man the power to safeguard this credit in the event that
a local Authority fails to secure adequate insurance pro-
tection. It is also the intent of this act to prevent the
depletion of project funds by the unnecessary purchase
by a local authority of excessive insurance and thereby
causing the Commonwealth additional expense in a
higher subsidy rate and to prevent higher rents to vet-
erans due to such increased cost of operation.

6. An Act relative to the Dissolution of Housing
Authorities.

7. An Act relating to the Insurance of State-
Aided Housing Projects.
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8. An Act further defining the Conditions of Sale
and Rental of State-Aided Projects.

This bill contains two sections. The first is intended
to permit the sale of projects in those areas where the
shortage of housing for veterans has ceased without the
necessity of a state-wide declaration that the emergency
is at an end. Such a state-wide declaration would pre-
vent further construction of state-aided projects in those
areas where more housing for veterans is still needed. It
is also intended to allow the sale of projects consisting of
single and duplex houses to individuals. The present
law is ambiguous as to this matter in that it lists a prefer-
ence as to the buyers but seems to call for sale of projects
as a whole. The proposed act is intended to clarify this
and also safeguard the Commonwealth’s guarantee.

The second section deals with a similar problem in
regard to rental. A few projects have found difficulty in
securing eligible veterans for their one-bedroom units
due to the change in composition of veterans’ families.
It is contemplated that, as the housing situation for
veterans ameliorates, this condition will become an in-
creasing problem. It is, therefore, intended by this act
to permit the allocation of these units to elderly persons
and non-veteran families of low income living under
substandard conditions wherever there are no available
eligible veterans’ applications, thereby supplementing the
program for housing of elderly persons recently enacted.

9. An Act further defining the Meaning of the
Word “Veteran” as used in the Laws rela-
tive to providing Housing for Veterans.

This act is intended to make eligible for Veterans’
Housing wives, mothers and dependents of men serving
in the armed forces of the United States. The present
law requires as a condition of eligibility for such that the
serviceman be discharged. It is felt that this class is as
much entitled to the benefit of this law as the others
now included.
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10. An Act to clarify the Determination of the
Compensation op Members of a Housing Au-
thority.

The present act bases the compensation of housing-
authority members upon the gross income of the Housing
Authority. This permits the inclusion of income from
utility systems, for example, and other sources. It is
our feeling in the matter that such compensation should
be limited to collected shelter rent. The proposed bill
so limits the compensation. This bill also limits com-
pensation for expenses to those included in budgets ap-
proved by the state housing board.




