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NEWS/POLICY

Romney cries a warning: housing subsidies could eventually top $200 billion

The government'’s fastest-grow-
ing housing programs are so
popular—with both builders and
their customers—that Housing
Secretary George Romney is
sounding the alarm and scram-
bling for a way to change or re-
place them.

The programs provide mort-
gage-payment subsidies under
FHA sections 235 and 236 for
home owners and renters. The
sections were written into the
Housing Act of 1968 for fam-
ilies earning $3,600 to $7,200
a year.

Romney—and some Con-
gressmen who must vote the
subsidies—are now aghast at the
skyrocketing costs. The Secre-
tary predicts the outlay for all
housing subsidies will hit $7.5
billion a year in 1978, when the
10-year housing goals programs
are completed, and that the cu-
mulative costs could top $200
billion. Much of that will be
accounted for by 235 and 236.

The National Association of
Home Builders projects a sub-
sidy of perhaps $4.6 billion,
but it takes Romney’'s warning
seriously. “He’ll scare some of
the appropriations people,” says
an NAHB source, “‘and we won't
get the money we need.”

25% of starts. In fiscal 1972,
the 235 and 236 units will ac-
count for 450,000 of the 1.8 mil-
lion housing starts that Romney
forecasts—$8 billion in business
for homebuilders.

In fiscal 1969, the two pro-
grams logged 9,000 starts and
the subsidies (which cover all
but 1% of the mortgage pay-
ments) increased the HuD budg-
et and the U.S. Treasury’s defi-
cit by only $800,000. This fiscal
year, the subsidy is $488 mil-
lion. And it will head up from
there (see chart).

The $200 billion. The annual
outlay for all subsidized hous-
ing is the figure on the red flag
that Romney is waving. In the
housing goals report in June, he
told Congress:

“Assuming completion of six
million subsidized units . . . by
1978, estimates suggest the gov-
ernment will be paying at least
$7.5 billion annually in sub-
sidies. Over the life of the mort-
gages, this could amount to the
staggering total of more than
$200 billion.”

Romney’s projection covers
all subsidized housing, not just
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235 and 236. Other programs
add 184,000 subsidized starts in
fiscal 1972, bringing HUD's sub-
sidy to $1.3 billion—three times
what it was three years ago.

This year’s 235 and 236 units
account for two-thirds of all sub-
sidized starts, and that ratio is
expected to persist.

The attractions. What makes
the 235 and 236 programs at-
tractive is simple—the low
monthly payment that the
builder can offer buyer or tenant.

On an $18,500 house with a
7% mortgage running 30 years,
the owner’s payment is $96 a
month, with HUD paying a max-
imum of $71 a month or $852 a
year. If the mortgage is at 8.5%,
the subsidy rises to $90 a month,
or $1,080 a year.

In a section 236 project, a
renter’s payment is around $140
a month, and the government
pays about $67 a unit.

Added funding. There is no
question about the popularity of
both programs. The Senate Ap-
propriations Committee has ac-
tually increased funds for the
236 program to $200 million for
fiscal 1972—some $35 million
more than the House voted—
and has “urged” that the $35
million be used for housing
for the elderly. Since the special
section 202 program for the eld-
erly is now being phased out, a
“compromise’’ with the House
kept the $35 million in the
legislation.

The moneymakers. Romney
says of the 235 program: “The
builders like to build them and
the real estate people like to sell
them. Sure, it's a great program
for them.” But the Secretary
describes his concern:

“l find no real incentive in
there for anybody to see that
this program is going to operate
on the soundest possible basis
other than those of us in the
federal department. Everybody
is out there to take advantage
of the situation.”

Assistant Secretary Eugene
Gulledge told Congress that the
high-volume 235 program “has
brought us more than our share
of people who did not have
high business ethics or scruples
and who are deliberately taking
advantage of people.”

Scandal. The adverse public-
ity on the 235 program, sparked
by a House Banking Committee
investigation, centered on ex-
isting homes (NEws, Feb. et
seq.). Some homes were re-
modeled to some degree and
sold at inflated prices; low-in-
come families were victimized.

Rep. Edward P. Boland (D.,
Mass.), chairman of the House
Appropriations subcommittee
on HUD, told Gulledge during
a hearing that “there are con-
siderable complaints, too, in the
new construction part of the
program.” And Gulledge agreed.

‘Not best way.” Gulledge
stresses the positive side of the

program in providing housing
for people who might otherwise
be unable to buy. But when
asked by Boland, “Is section 235
a good program? Is there a better
way?”" Gulledge replied: “It is
both my personal conviction
and the department’s that the
235 program is certainly not
the best way.” He added, how-
ever: "It is the best way on the
books at the moment."

Inequities. Besides the cost
of subsidies, Romney declared,
the government can’t afford to
provide the same kind of hous-
ing and subsidies to all who are
eligible—and shouldn’t have the
responsibility for choosing the
lucky beneficiaries.

“If you take 235 and 236 and
the subsidized programs as a
whole,” Romney told the House
Appropriations Committee,
there are about 23 or 24 million
families that would be eligible
on income.” But by 1978 and
under the existing 10-year pro-
gram, he said, “only about
one-fourth are going to be sub-
sidized.” Romney went on:

“"We are getting letters in
which families say so-and-so
moved next door inanew home.
They are subsidized. My income
is what theirs is. I bought my
home. Why should I help pay
for this family?”

Divided purpose. Under-Sec-
retary Richard Van Dusen says
that “part of our problem is
that this program . . . attempts
to accomplish two objectives at
once: to add to the housing sup-
ply and to house low-income
families,” with the result that
“you are putting low-income
families into brand new hous-
ing.”

Van Dusen suggests as a solu-
tion a program that would “sub-
sidize producers to produce
more,” and then “take care of
the shelter need through some
other form of program.”

Better approach? That other
form of program is the hous-
ing allowance, already regarded
with favor by the House Bank-
ing Committee and HUD. The
Housing Act of 1970 directed
HUD to experiment with al-
lowances, and the Urban In-
stitute is designing such an ex-
periment for Assistant Secretary
Harold B. Finger.

—Do~ Loomis
McGraw-Hill News,
Washington
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NEWS/POLICY

Rich Washington suburb rules bulldmg pm]ects must mclude units for poor

Washington’s most affluent sub-
urb has decided to require build-
ers to include a percentage of
units for low- and moderate-
income families in most of
their apartment and row-house
developments.

The board of supervisors of
Fairfax County, Va., has adopted
ordinances—believed to be the
first in the country—that re-
quire projects having 50 or
more units to include at least
15% for low- and moderate-
income families. Otherwise, the
development doesn’t get ap-
proved.

Top officials of Secretary
George Romney’s Department
of Housing and Urban Develop-
ment came out publicly for the
plan before the board voted.

The new ordinances apply to
nine major zoning categories.
They exempt developments of
single-family houses, even if
they have 50 or more units, and
certain high-rise apartments.
About 75% of all housing starts
are in the categories covered,
and there is speculation that
the board may bring under the
ordinance the 50-unit single-
family and high-rise projects
now excluded.

Court test. The ordinances
were to become effective Sep-
tember 1, but builders planned
to test them in the state courts.
Grayson Haynes, attorney for
several builders, said they would
challenge them as violative of
the state constitution.

Builders said they opposed
the ordinances as an imposition
of new restrictions on building.
Some builders also held that
such housing was still being
supplied in the free market.

Before the final vote of the
county board on June 30, Under-
Secretary Richard Van Dusen of
the Department of Housing
wrote that the department “wel-
comes the initiative.”

Building boom. Fairfax Coun-
ty is in the throes of a housing
boom. Permits for 7,000 to
8,000 units were issued in 1969
and again in 1970. More than
10,000 have been issued in the
first half of 1971.

The new ordinances still may
not increase the number of sub-
sidized housing starts in the
county much above the 1970
level of 1,500 a year, accord-
ing to Roy O. Beckner Jr., ex-
ecutive vice president of the

The 1970 census shows that
Fairfax County, Va., has
topped Montgomery County,
Md., to become the wealth-
iest of Washington’s suburbs
and one of the wealthiest in
the nation.

The county’s 410 square
miles hold 477,000 people
with an average family in-
come of $15,933, up from
$11,060 in 1960. The median
price of a new single-family
home is $35,000 to $40,000.
Only about half the coun-
ty’s land is developed.

‘Out of sight.” In this rich
economy, the swift rise in
housing costs has taken the
single-family dwelling be-
yond the reach of county em-
ployees—policemen, teach-
ers, and nurses.

The apartment market has
spurted as a result. Builders

Profile of an affluent suburb

have been switching to mul-
tifamily projects from the
single-family houses they
had been putting up, but the
multiples are expensive.

The argument that em-
ployees can’t afford shelter
helped win support for the
mandatory construction of
housing for low- and moder-
ate-income families,

Public housing. The coun-
ty has about 200 units of
public housing, with another
50 approved for Reston, the
well publicized new town
that is the most notable hous-
ing project in Fairfax. How-
ever, there are 750 units of
subsidized housing com-
pleted (under rHA sections
221d3 and 236), another 400
under construction, about
900 “firmly committed,” and
1,000 more in process.—D.L.

Suburban Virginia Builders
Assn. Projects have ranged from
80 to 300 units, with one proj-
ect scheduled for 750. Under
the ordinances, the number of
builders and developers involved
would increase from around 20
to 80 or 100, and the expecta-
tion is that the same amount of
subsidized housing would sim-
ply be more widely dispersed in
smaller clusters.

The ordinances require that at
least 6% of a project’s units be
built for low-income families
and the balance up to 15% for

moderate-income families.

Most of the required units
are expected to be built under
sections 235 and 236. The or-
dinances allow a builder to
qualify by building the required
number of units without sub-
sidy, but he has to commit him-
self to building housing for the
same number of families at the
same income levels and for the
same rentals or prices that
would prevail under the sub-
sidized program.

Controversy. The ordinance
was adopted by a 6-to-2 vote of

the supervisors after a whirl-
wind campaign by church
groups organized by a Fairfax
clergyman, the Rev. Jerry Hop-
kins. The eight-week drive pro-
duced a petition with 34,000
signatures. Supervisor Harold
O. Miller, a Democrat who lost
to incumbent Republican Joel
Broyhill (of the Broyhill family
of builders) for the Congres-
sional seat for the District of
Columbia last year, spearheaded
the campaign. Proponents had
legal advice from attorney John
Ferren of Hogan & Hartson, one
of Washington’s largest and
most prestigious law firms.

Builders’ side. One building
industry spokesman, whodidn’t
want to be quoted, admitted
that a major political factor was
the pressure on county super-
visors whenever they had to
vote on subsidized housing for
a given neighborhood.

“The supervisors always got
the heat, and they don’t like it,”
he explained. “This way it gets
the monkey off their back. Now
they can blame the builders.”

The 60-day postponement of
the effective date, from June 30
to September 1, eased the pres-
sure on builders. The supervi-
sors followed up by adopting a
new housing code to help build-
ers cut costs and by creating a
$750,000 subsidy fund from
which the county would pay
builders $1,000 for each low-
income unit they are required
to build and $500 for each mid-
dle-income unit. The fund is
calculated on the assumption
that 1,000 units will require sub-
sidy, 400 of them low-income
and 600 moderate-income.

Liberalized code. The code
amendments permit frame con-
struction on the front and rear
of townhouses; liberalize rules
for condominiums; allow sewer
contractors, as well as plumbers,
to install sewer laterals; permit
use of materials other than cast
iron for sanitary sewers; and
liberalize other requirements.

Proponents estimate that the
changes could cut costs as much
as $3,000 to $4,000 per house.
Builders question the figures but
agree that county officials have
made many significant moves
to help them meet the require-
ment of the new ordinances.

—Don Loomis
McGraw-Hill News,
Washington
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NEWS/LEGISLATION

New anti-bias rules direct owners: integrate races in

The state of New Jersey and the
city of Philadelphia have each
passed regulations making
apartment owners responsible
for ending de facto segregation.

Their action has aroused in-
terest throughout the country.
Twenty-one cities or states, in-
cluding San Francisco, Mas-
sachusetts, and Nebraska, have
written to New Jersey for data
on its rules. Philadelphia has
received similar inquiries.

Both based their rules on a
plan developed by Prof. Alfred
W. Blumrosen of the Rutgers
University Law School in New-
ark, N.J., but Philadelphia
adopted the whole plan and New
Jersey adopted only half.

Tenants: Who-why? Under
the new rules, owners of build-
ings with 25 or more apart-
ments must file an annual re-
port answering questions on
race of tenants, apartment sizes,
turnover, and rental rates. Phil-
adelphia’s questionnaire also
includes questions on mini-
mum income requirements,
processing procedures, credit
standards, special rules, and
advertising media.

The New Jersey Division on
Civil Rights and the Philadel-
phia Commission on Human
Relations then analyze the com-
pleted reports.

New Jersey. If discrimination
is found in New Jersey, the
state’s civil rights law is in-
voked. This law specifies a

series of complaints, investiga-
tions, and attempts at concilia-
tion, which may culminate in a
public hearing and an exam-
iner’s report. The director of the
rights division then issues an
order that has the force of a
New Jersey Superior Court or-
der; refusal to comply is con-
sidered contempt.

Court test. The Jersey rules
are being challenged in court
by the N.J. Builders, Owners,
and Managers Assn., the N.J.
Association of Realtor Boards,
and the N.J. Builders Assn.
Their request to stay and re-
mand the order was denied by
the Superior Court’s appellate
division in Trenton, but they
have appealed to the state
Supreme Court. No decision is
expected until fall, and in the
interim the state is delaying all
prosections under the new
rules.

Philadelphia. In addition to
the provisions in force in New
Jersey, Philadelphia adopted the
affirmative action procedures of
the Blumrosen plan.

The initial legal steps are sim-
ilar to New Jersey’s. But after a
public hearing, the commission
may order recalcitrant land-
lords to take any of the follow-
ing actions: mount an advertis-
ing campaign in minority me-
dia, notify the commission’s
housing division of all vacan-
cies, make monthly reports to
the commission, offer all va-

=
RUTGERS' BLUMROSEN
Author of integration plan

cancies exclusively to minority
persons, or find minority ten-
ants for the first two apartments
that become wvacant and, after
that, for every second vacancy.

The commission may also for-
bid the landlord to ask for more
than one month’s security or to
specify that the applicant’s
monthly income be more than
three times the rental.

There is a certain amount of
muscle behind the commis-
sion’s orders. If a landlord does
not comply, the commission
can ask the courts to fine him,
imprison him, or both. The
maximum penalty is $300 a
count—the average discrimina-
tion complaint has three or
more counts—and 90 days in
jail.

Anti-solicitation. In another
move to promote integration,
the Philadelphia commission
teamed with the Board of Real-

your apartments

tors to limit real estate solicita-
tion in southwest Philadelphia,
where scare tactics have per-
suaded white families to move
away.

The board has instructed Real-
tors to stop soliciting sales and
to remove “For Sale” signs from
any block where three or more
appear. The commission will
apply pressure on non-Realtors
by enforcing the federal anti-
blockbusting law and city ordi-
nances on solicitation.

Results. So far, there has been
no way to tell how well the
New Jersey and Philadelphia
programs are working. Both
regulatory bodies have sent out
questionnaires and are analyz-
ing returns.

Neither the city nor the state
has defined “properly inte-
grated,” although Philadelphia
is trying to draft such a defini-
tion.

The city has so far been con-
cerned mainly with changing
the mix in projects that had
little or no integration.

New Jersey’s aim is to bring
enough minority dwellers into
segregated buildings so that the
processes that formerly kept
them out, such as word of
mouth, will act to bring them
in instead. Blumrosen describes
this as ‘“‘getting the situation
to the take-off point,” and he
feels that when this is achieved,
the government bodies should
move out of the process.

Chicago apartment builders battle costly new construction requirements

Chicago’s city council has eased
the severe new apartment con-
struction requirements it im-
posed in March, but building
industry representatives say the
rules are still too harsh.

The earlier regulations
limited the number of efficiency
apartments to 30% in any build-
ing, specified that side yards
must be 40 feet wide, and re-
quired a parking space for each
of the first 100 units (NEws,
Aug.). The rules were drafted to
curtail construction of four-
plus-ones, the low-cost four-
story buildings with parking
below street level. But the rules
also covered other projects.

The changes. The council has
now adopted zoning changes
raising the limit on efficiency
apartments to 40%, eliminat-

ing the side-yard requirement,
and reducing parking require-
ments to one space for each of
the first 50 units.

But the councilmen added a
new rule that no residential
floor can be larger than 50% of
the lot area. Furthermore, sev-
eral restrictions that had applied
only to residential zones—the
limitations on efficiency units,
the parking space requirements,
and the 50% maximum lot area
usage—were extended to apart-
ment houses built in business
and commercial districts.

Amended lawsuit. Albert C.
Hanna, a real estate dealer who
had sued to have the earlier
regulations voided on the
ground that they discriminate
against middle- and low-income
residents, said he would amend

10 H&H sepTEMBER 1971

PLAINTIFF HANNA
Maintaining the pressure

his suit to challenge some of the
subsequent regulations.
Hanna contends that the old
50% limit on efficiency apart-
ments had worked well for 12
years, and he argues:
“This is Chicago’s most vital

market because of the demand
among single persons who can't
afford one-bedroom units.

“The problem with the latest
regulations is that they provide
a city-wide approach to a den-
sity problem that is largely
confined to one area.

No four-plus-ones. About $30
million of the $50 million worth
of projects halted by the March
amendments could proceed un-
der the recent changes, accord-
ing to Hanna, but four-plus-ones
would still be unfeasible. They
are usually buildings with
around 60 apartments, and both
the parking space requirements
and the 50% lot usage rule
would make them aneconomi-
cal. —GorRpON WRIGHT

McGraw-Hill World News,
Chicago
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While everybody else 1s busy
raising their prices, we've actu-
ally reduced the price on some
of our GAF Flooring.

Now you can get the top de-
signs in our indexed tile for 20%
less than you paid last year. And
there are over thirteen designs
and fifty-three colors to choose
from.

All thls means that you can
offer your customers the custom-
designed look of premium tile at
regular flooring prices.

In addition, we're introducing
a new economy sheet vinyl floor-
ing at a price 20% lower than
a similar product sold for last
year.

So if you're interested in sav-
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£ SOITE
the bottom — with your floors?
For more information contact:
GAF Floor Products Division
I)(‘])t HH-9 140 W. 51 Street,
New York, N.Y. 10020.

. Bﬁghl:

VINY l L (J[ll?

ur beautiful floors
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His tenants are suing the builder
of a luxury apartment complex
in Chicago’s suburban Cook
County for $1 million in dam-
ages.

The tenants association at
Glenview Mall, where rents
range from $215 to $350, charge
that structural defects have
sprung leaks in ceilings, flooded
basements, and left apartments
unheated. They also charge poor
maintenance, failure to live up
to advertised claims, and sev-
eral other deficiencies.

Robert Krilich, president of
Riverwoods Development Corp.
and of Krilich Builders, con-
siders the tenants a “handful
of troublemakers” who want
to avoid paying rent. (About
thirty families stopped paying
in July.) Krilich admits that
some ceilings have leaked
and that some basements have
been flooded, but he says these
are ““minor defects” typical of
new buildings. Subcontractors
repaired the defects without
charge to him, Krilich says,
and he insists that the buildings
are well-constructed and that
most tenants are living there
without complaints.

Accusations. Glenview Mall,
which consists of 266 units in
10 buildings, has been occupied

Grand jury indicts

A federal grand jury in Los
Angeles has just indicted five
corporations and two executives
on criminal charges of con-
spiring to fix the price of plastic
pipe fittings since 1966.

The fittings are widely used
in homebuilding,

The defendants are R&G
Sloane Manufacturing Co. Inc,,
Sun Valley, Calif., and its par-
ent, Susquehanna Corp., Alex-
andria, Va.; Celanese Corp.,
New York City; Borg-Warner
Corp., Chicago; Plastiline Inc.,
Pompano Beach, Fla.; Thomas L.
Rourke, former vice-president
of Celanese Plastics Co., a divi-
sion of Celanese; and Glenn L.
Sloane, president of Sloane.

Others accused. The indict-
ment said Atlantic Research
Corp., set up in Virginia in
1949, and other companies and
individuals not made defend-
ants, participated as co-con-
spirators. Susquehanna merged
with Atlantic Research in 1967,

P

for nearly two years, and the
Cook County building and zon-
ing department, which entered
the case because of tenant com-
plaints, has been involved for
well over a year.

The tenants’ suit accuses the
county’s building and zoning
commissioner, William F. Har-
ris, of failing to enforce com-
pliance. Although Harris has
given Krilich 60 days to make
about a dozen structural
changes, tenants contend that
the department found violations
in July 1970, and did nothing
about them.

Tenants’ side. Carol Sheid-
lower, the peppery president of
the tenants association, says the
storage rooms in several base-
ments have been continually
flooded and that only recent

§ﬁgnant water collects at Glenview Mall Building, Foor landscaping is blamed.

R &

publicity has led to their being
waterproofed.

We were breeding mosquitos
in our basements!” she cries.

During rainstorms, water
would gush into her storage
locker from a window well
above it, she says, and the man-
agement finally dug up her front
yard to put in a drain pipe that
had never been laid.

Mrs. Sheidlower contends
that sections of apartment ceil-
ings have fallen because of
leaks. One tenant recalls that
the management brought in
space heaters last winter when
apartment temperatures fell to
40 degrees and no one could
explain the loss of heat. At least
one tenant believes his apart-
ment has no insulation.

The buildings lack the re-

quired number of fire extin-
guishers, tenants say, and the
only reason there are any at all,
contends Mrs. Sheidlower, is
that the tenants insisted the
fire department inspect the
place.

Non-luxuries. Beyond these
concerns, the tenants are dis-
satisfied because of manage-
ment’s promise that there
would be croquet and tennis
courts and a putting green at
the Mall. Only the putting green
is there, says Mrs. Sheidlower,
and until recently it was un-
mown, lacked a hole, and
couldn’t be used.

Newspaper advertisements
have also promised such fea-
tures as self-cleaning ovens and
ceiling-to-floor glass doors, but
Mrs. Sheidlower says these
pledges are either false or mis-
leading. Krilich disclaims any
responsibility for errors in ad-
vertising.

Krilich is taking a firm stance.
When he heard that tenants
would withhold rent in July, he
distributed eviction warnings.
He says he may reduce the
number of maintenance people
and take away the lifeguards
at the swimming pool.

—JANE SHAW

McGraw-Hill News, Chicago

five plastic pipe makers on price-fixing charges

acquiring its business in Dwv
(damage, waste, and vent) fit-
tings made of plastic. In 1969,
Susquehanna organized R&G
Sloane as a subsidiary, assigning
the fittings operation to it.

If found guilty of the crim-
inal charges, Rourke and Sloane

could each be fined $50,000
and sentenced to one year in
jail. The maximum penalty for
each corporate defendant is also
$50,000.

Denials. All defendants have
denied the charges. Glenn
Sloane said the allegations are

Latest data: the urge to buy homes persists

American consumers have not
changed their minds about buy-
ing homes although they are
backing away from other large
purchases.

The May-June Conference
Board" survey of 10,000 families
finds that consumer optimism
has slipped after four months of
steady improvement. Yet 3.1%
of those polled still expect to
buy homes in the next half year,
the same percentage as in the
March-April survey. Home buy-
ing was the only major area sur-
veyed that did not show a de-

cline in the May-June report.

Interest in car-buying, for
example was down to 7.8%, a
drop of 1%. And only 36% of
those interviewed said that they
planned to purchase major ap-
pliances as opposed to 40% in
the previous report. The sharp-
est drops in this category were
in air conditioners, which fell
from 3.7 to 2.9%, and washing
machines, which dipped from
6 to 5.2%.

*The Conference Board Inc., formerly
the National Industrial Conference
Board

“totally unfounded and without
merit."”

Borg-Warner pointed out that
it had discontinued its Dwv
operations in March 1971.

Thomas L. Rourke, the Cel-
anese vice president named in
the indictment, left the com-
pany in May 1970 to start his
own business.

The charges. The indictment
and a companion civil com-
plaint were filed in U.S. District
Court in Los Angeles by the
Justice Department’s antitrust
division.

The fittings provide turns,
connections, branches, traps
and splits in drainage, waste,
or vent systems in houses,
modular and mobile homes,
and other structures.

The Justice Department esti-
mates that U.S. manufacturers
sold about $32 million worth
of the fittings during 1970.
The defendants accounted for
about 54%. —BiL.
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GO FITTINGS
ALL THE way!

ALL-PLASTIC plumbing is here — with two great new GSR™
systems! For plastic hot and cold water lines, install all-new
GSR Hi-Temp CPVC pipe and fittings—designed to operate
at 100 psi at temperatures up to 180°F. Scale build-up

is eliminated and pipe sweating is greatly reduced. The
complete GSR system includes pipe and fittings in ¥2* and
%" copper tube sizes — plus all necessary accessories.

Install modern wall-discharge closets, tubs, and showers
with all-new GSR Above/Floor DWV fittings in ABS or PVC.
This exclusive new line simplifies the DWV system. Fewer
floor penetrations are required. Floor slab and rough walls
can be completed before the plumbing is installed.

With these new GSR systems — plus the most complete
line of standard DWYV fittings, sewer fittings, pressure
fittings, sprinkler fittings, etc. —you can enjoy the conven-
ience, economy, and extra profitability of plastic piping . ..
all the way! See your GSR fittings distributor or write for
complete information.

R & G SLOANE MANUFACTURING COMPANY, INC.

a sauUBBIDIARY o= THE BUBOUEHANNA conRAap
7606 N. Clybourn Ave., Sun Valley, Calif, 91352

Plant, Warehouse and Sales Office:
6100 Hillerest Dr., Cleveland, Ohic 44125 + Tel. (216) 524-8600

Warehouse and Sales Offices:
3126 Brinkerhoff Road, Kansas City, Kan. 66115 + Tel. (913) 371-0412
1669 Litton Dr., Stone Mountain, Ga. 30093 * Tel. (404) 939-6644

8041 S. 198th Street, Kent, Washington 98031 - Tel, (206) 854-2324

NEW GSR Above/Floor
fittings for wall-discharge
closets, tubs, and showers,

NEW GSR Hi-Temp CPVC system
for hot and cold water




Caradco...
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Exciting charm, exciting versatility. The
Caradco C-200' casement makes any home
or apartment noticeably better. Unique
modular system permits arrangements

that complement any exterior (1).

Of course, there's total practicality. Like
double weather-stripping so you have a
perfect seal against heat, cold, dirt. Tubular
vinyl on inside frame; stainless steel on
sash perimeter (2). Then, there's Caradco
insulating glass with vinyl glazing.
Permanent, leakproof (3). And washing is

a snap. The Caradco C-200’ opens a full
90° so the housewife can clean the outside
from inside (4). And the gold-tone hardware
adds the final touch of excellence (5).

Concealed hinges, factory-primed outside,
screens, grilles (storm panel version), all
add to the Caradco package at prices you
can afford. Excitement! To make it happen
in your home, see your Caradco dealer.

Caradco Window and

Main Office & Plant
Dubuque, lowa 52001

Eastern Assembly Plant
Hainesport, New Jersey

Ohio Assembly Plant
Columbus, Ohio

CIRCLE 15 ON READER SERVICE CARD
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NEWS/MARKETING

Don Scholz in eclipse? Well, hardly—He has 15 projects going
T S ———— T ——

“Through expertise gained in
past experience—also mergers,
investments, acquisitions and
employment of key personnel—
it’s our intention to become the
General Motors of the housing
field.”

An old remark by Donald
Scholz?

No, a new one.

He’s back in business with a
bang, as Donald J. Scholz & Co.,
based in the Toledo suburb of
Sylvania. And he’s still chasing
the dream of building houses
nationwide for every pocket-
book.

For a start, Scholz has 15
projects either under construc-
tion or on the verge. They add to
1,650 acres and 13,000 units
with a value of $396.6 million.

Four projects are in Toledo.
The others are in Chicago,
Cleveland, Detroit, New York
City, and Washington, and in
Buffalo and Syracuse, N.Y,
Newport and Santa Ana, Calif,,
and Charlotte, N.C.

Some projects are joint ven-
tures. But Scholz, the operating
company, has the building and
developing responsibility.

The breakup. It's about a year
since Scholz walked away from
the presidency of Scholz Homes
Inc. (“I have no incentive to
stay.”) It had merged into Inland
Steel Co. late in 1969 for just
under $90 million in cash and
Inland stock—not bad for a com-
pany founded in 1946 on
$15,000. But what Scholz had
wanted was to stay in the
driver’s seat and expand the
company by buying up other
builders (Han, Oct. ‘70). When
he left, many felt he was stroll-
ing resignedly into obscurity.

Not at all.

In his new company, Scholz
is both president and board
chairman. His key associates,
who share in project invest-
ments, are industry men he's
worked with or known for a
long time. One is Chet Stare, a
20-year Scholz Homes man who
as senior vice president and a di-
rector heads West Coast activi-
ties.

But Scholz is not raiding In-
land for talent. ““We cannot and
will not do that,” says Stare.
“Don obviously has a very large
interest in the success of Inland
Steel as a stockholder, and we
would no more raid it than the
man in the moon.”

Versailles on the Bluffs in Newport Beach, Calif., is newest Don Scholz project.

(Although four key positions
in the new company are held by
old Scholz hands, that’s about
all. Both Scholz and Stare are
emphatic in stating that they
are not trying to revive the
former Scholz Homes staff.

Money and land. Says Stare of
the Scholz program:

““We're doing the same things
we did—only more so, and one
of the nice things is having
money to do them. We've never
been in this position before.”

Before he left Inland, Scholz
had lined up much of the land
he’s using today for his 15
projects. His old contract with
Scholz Homes, now an Inland
subsidiary, permitted him to
deal in properties as an individ-
ual, and he also came to an
amiable agreement with Inland
that let him pick up some
properties it didn’t want,

Says Stare: “When Don de-
cided to leave, Inland felt it
would be better for it to stick

closer to Chicago and Toledo.
So we took over most of the
projects outside the Midwest.”

Luxury project. One of these
is Versailles on the Bluffs, a
1,000-unit enclosed community
on the Bluffs of Newport, Calif.,
due to open its models this
month. They're luxury apart-
ments, a market Scholz pion-
eered. Rentals range from $240
to $700 a month; size runs from
singles to three bedrooms and up
to 2,000 sq. ft. Amenities are
many: solar glass on ocean ex-
posures, radiant heat, oversized
terraces, closed-circuit security
television, extensive (and ma-
ture) landscaping. And—a
swimming pool bar where
people can get orders filled
without leaving the water.

Says Stare: “I've never had as
much enthusiasm about any
one project. It’s romantic and
delightful—and it has a lot of
class.”

Back in action. For Scholz

Now: the charge-a-house credit card

A California builder has now
made it so easy to buy a new
home that the mere flick of a
strip of plastic and the stroke
of a pen will do it.

Grant Corp., the homebuild-
ing and land development di-
vision of Santa Anita Consol-
idated, is accepting Master
Charge for deposits of up to
$250 on its new houses in
Stanton, Irvine, Cerritos, and
Santa Ana, Calif. And credit
cards may be used to pay for
such options as special grades
of tile and carpeting or mir-
rored wardrobe doors.

Good response. Homebuyers
seem to like the new conven-
ience. Grant announced that the
very first weekend the plan
was in effect, three purchasers

used their Master Charge for
deposits and one even charged
some $500 worth of options.

What happens if they change
their minds and refuse to pay?
“That’s up to the individual
bank,” said a spokesman for
Master Charge. “Each bank sets
its own policy.”

A departure. For the moment,
at least, such credit-card home-
buying is scarcely a trend.
Leading banks admit that it
is fairly common for apartment
dwellers to charge monthly
rent, but the banks say they
know of only two other com-
panies that will accept credit
cards for deposits on homes:
McNerney-Talmo Realty in
Teaneck, N.J., and U.S. Homes
in Riverside, Calif.

himself, it’s just like old times.
He personally directed environ-
mental planning and design,
something that’s particularly
important this time. The 28-
acre property, which overlooks
both Newport Harbor and the
Pacific, is one of the area’s last
undeveloped sites. And the own-
ers, movie star James Cagney
and his brother William,
wouldn’t sell it without the
promise that it would be prop-
erly developed.

There’ll be interlacing gar-
dens, reflective ponds, foun-
tains, cobblestone lanes, plus
recreational facilities such as
saunas and exercise rooms. And
—if this project is any indication
—Scholz still has his touch for
intricate architectural detailing.
The three-story units (over sub-
terranean parking) are of tradi-
tional instead of California arch-
itecture. Some exteriors resem-
ble Loire Valley chateaux;
others are Georgian or southern
colonial. The houses come com-
plete with pediments, car-
touches, and custom molding—
plus a gendarme at the gate.

The first 255-unit phase will
be finished early in January,
along with a clubhouse and the
swimming pool. And Scholz has
already sold it to Pacific Plan
Inc. for $8.5 million. Scholz will
rent and manage the apartments
until they are 95% occupied.

Again—the dream. Mean-
while, in the next six to eight
months—just as soon as market
conditions improve—Scholz
plans to go public. (He was
among the industry’s first to
take this route with his old
company, back in 1955, with a
$1 million stock offering).

Just as in the old days, Scholz
is planning to buy up other com-
panies and move into new fields.
After September 1972, the agree-
ment with Inland even allows
him to return to pre-fabrication,
the process on which he built
Scholz Homes. He also expects
to head into condominiums and
townhouses in California. And
fourplexes—which, he feels,
have a bright future.

Stare sums it up: “Don is
absolutely dedicated to being
bigger and better than ever
before. The General Motors of
housing—that’s still what he

wants to be.”” —BARBARA LAMB
McGraw-Hill World News,
Los Angeles
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Whos helping you
put an end to the dull roof ?

Philip Carey.

You don’t have to put a dull, un-
imaginative roof on your imagina-
tively-designed houses and apart-
ment buildings.

Philip Carey 250 Rustic shingles
give you a roof that’s distinctively
different.

Rustic shingles let your imagina-
tion soar to new heights without
pricing yourself out of the picture.
The random pattern design of
Rustic shingles gives your roof the
rugged, natural look of wood shin-
gles at a reasonable cost. And,
they’re available in three harmo-
nious colors that blend well with

any architectural styling and sur-
rounding landscape. Our Rustic
Tan, Rustic Brown and Rustic
Gray simulate the appearance of
natural wood at various stages of
weathering.

Naturally, they’re wind and fire
resistant, UL approved and backed
by a wind warranty.

Bring your imagination to your
building materials supplier and
try it on our 250 Rustic shingles.
Or return the coupon for our cata-
log. Philip Carey Company, Divi-
sion of Panacon Corporation, Cin-
cinnati, Ohio 45215.

CIRCLE 17 ON READER SERVICE CARD

Please send me more information on your
250 Rusti¢ shingles.

A Division of Panacon
Corporation
Cincinnati, Ohio 45215

CAREY,

Name i
Company ':
Address '
City i
State Zip i
Dept. HH-971

PHILIP |Philip Carey Company !




NEWS/FINANCE

Bonanza—$2 billion in mortgage supports for middle-income homebuyers

Price supports have come to the
mortgage market.

In an unprecedented move to
keep the FHA and va mortgage
interest ceiling at 7%, the
Nixon administration has re-
leased $2 billion in special-
assistance housing funds to
subsidize low- to middle-in-
come housing.

The action, which has pushed
the Government National Mort-
gage Assn. into a role as the
government’s chief home-
finance support agency, is aimed
at putting a floor under mort-
gage prices for government-
backed mortgage loans.

Holding at 7%. With mort-
gage prices in a steady nose-
dive since late in April, in-
creasing pressure had mounted
on the administration to lift
the FHA-vA rate to 7%2% or
7%%. Housing Secretary
George Romney had indicated
earlier, however, that the under-
lying factors in the economy
were strong—and did not war-
rant an increase in the rate.

Still discounts on home loans
fell—in some instances to as
much as 12 points (12%] in the
Federal National Mortgage As-
sociation’s May auctions.

The administration remained
adamant about holding mort-
gage rates down, however, and
after numerous high level meet-
ings—including some with
White House aides—the gov-
ernment elected to okay a
sharply revised Ginny May pro-
gram to prop mortgage prices
on unsubsidized FHA and va
loans.

Buying at 96. Under the pro-
gram, which is similar to the
cNMA-FNMA tandem plan for
low-income subsidized mort-
gages, Ginny May stands
ready to buy FHA and va home
and multifamily loans at prices
of 96 cents on the dollar for new
homes and at 95 for existing
structures.

The special assistance money
will be allocated to several
programs, Romney said in an-
nouncing the plan. Some $800
million will be used to buy
unsubsidized rFHA multifamily
mortgages under Sections 207,
213, 221d4 and 220 at 96. An-
other $1.2 billion will be used to
buy unsubsidized single-family
FHA Or VA mortgages under
Sections 203 and 221d3 at 96 on
new construction and 95 on

FABIAN BACHRACH

GrMma's KINGMAN
Man with $2 billion to spend

existing homes. Another $30
million will be spent to pur-
chase mortgages on low-income
housing rehabilitated with fed-
eral assistance under Section
235j at aprice of par.

Reselling. The inflated pur-
chase prices provided by Ginny
May represent a conscious effort
on the part of the administra-
tion to bolster prices. This done,
cnmAa will then seek to sell
its mortgages at market prices
—and primarily to the same
firms that sold them to cNMA
in the first place. The only
difference is: GnMA's sales price
will be—at least in today’s mar-
ket—far lower than the level at
which it bought the loans.

Benefit for buyer. President
Woodward Kingman of cNma
says that once the loans are re-
sold by cnma, the purchaser
can then package the mort-
gages into a GNMA mortgage
backed security.

The cnma president wasquick
to point out that '‘the program
provides no windfall for either
the lenders or the builders.”

“The real beneficiary,” he
says, "is the homebuyer, who
otherwise would have been
faced with either increased
prices on his home due to a high
amount of points, or a much
higher rate of interest.”

No mark-up. Kingman made
it clear that while Ginny May
will buy a new home at 96, the
seller must certify to Ginny
May ‘“‘that he has charged no
more than 96 in originating the
loan. He originates and sells to
Ginny May at the same price.”

Once the seller unloads the
mortgages on Ginny May at 96
—or 95 for existing home loans
—he can either be divorced from
the loan and make only his
origination fee, or the lender can
bid in a new GNMA auction
against other investors and buy
back the same loan.

The bidding would be done

DEL ANKERS

Hup’s ROMNEY
No raising of 7% rate

at market prices, currently run-
ning at 90 to 91. What it
amounts to is that, in keeping
the rate at 7%, Ginny May is
effectively splitting thediscount
charges with the homebuyer.

Kingman notes this fact when
he says, “The homebuyer bene-
fits from the subsidy of points
but the builders and lenders
benefit indirectly by an increase
in housing starts and a high
volume of mortgaging.”

Builders’ gain. Homebuilders
will stand to benefit materially.
While there is a restriction on
the program in that the top loan
limit to qualify for the sub-
sidy is $22,000 (or $24,500 if
the unit has four or more bed-
rooms), the discounts that had
prevailed in the FHA and va
market until the inception of
the program were making it
difficult, if not impossible for
builders to continue their high
level of activity.

The National Association of
Home Builders, in fact, had re-
mained the only major trade
group related to housing and
home finance that had urged
against any change in the in-
terest rate.

Stastny gratified. After the
housing department announced
the new program, NAHB Presi-
dent John A. Stastny stated
that the homebuilders “are grat-
ified that the administration
is standing fast on the interest
rate ceiling. It was a coura-
geous move.”

Most lender groups were call-
ing for a hike in the rate in
order to reduce the level of
points being charged on mort-
gage loans.

While the new program will
substantially reduce the level
of points in the price range
affected by the unsubsidized
tandem plan, criticism of the
program ran high from the time
it was announced.

‘Inadequate.’ ""The program is

inadequate with a $22,000
limit,” one West Coast lender
said. “It discriminates against
high cost areas such as Cali-
fornia and Texas.”

While sUD has taken no
official position with respect
to this question, Kingman points
out that the $22,000 limitation
is statutory. He notes, too, that
the law provides an exception
for Alaska and Hawaii, where
the limitations are 45% higher
than elsewhere.

That Coast lender pointed
out that those builders who are
in the market for housing above
the $22,000 limit still face
huge discounts on FHA and VA
loans. “It’s going to push build-
ers to comstruction of cheaper
housing. The pressure will be on
to cut corners and for FHA to
lower its own standards in
order to qualify more housing
for the program.”

Another noted that the $22,-
000 limitation will force higher
priced homes into the conven-
tional mortgage market, where
the interest rate will be what
the market says it should be.

Still a third mortgage official
complained that “it’s a throw-
back to the old Fanny May
days.” He was talking about the
time when rnma was still a
part of government, setting
mortgage prices and having as
a restriction a loan limitation.

FNMA reaction. “What the
administration has done,” one
mortgage broker said, “is to
create a new Fanny May within
the government.”

For its part, Fanny May re-
acted to the government move
by cancelling two previously
scheduled mortgage auctions.
President Qakley Hunter of
FNMA said, “The new program
substantially affects the mar-
ket conditions under which par-
ticipants bid in the rNMA auc-
tion ... We want to give auction
participants an opportunity to
assess their options under the
new program.”

Martin’s plans. Preston Mar-
tin, chairman of the Federal
Home Loan Mortgage Corp.,
which will be one of the in-
vestors to which cNMA seeks
to sell its mortgages, indicated
the FHLMC will wy “to work
out a way of participating in
this operation.”

—ANDREW R. MANDALA
Washington
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New Kent, with greater
spout clearance.
Available with hose
and spray.
Model SK-565

SPEAKMAN [<_

Kent, designed and engineered to answer your two most
important requirements: elegance that sells and
economy that saves. All backed by an unsurpassed
tradition of Speakman quality.

Each Kent fitting stands uniquely apart. A gleaming
example of today’s distinctive styling captured in
luxurious chrome-plated brass, and priced for projects
where first cost is vital.

So if you're concerned about pleasing your prospects,
while holding the line on costs, put Kent in your
next project. Because that's where it belongs.

Speakman Kent: An eloquent expression of your ideas.

Available with
beautiful acrylic or
metal handles.
Model SK-551-A

Over 100 years of service to the nation’s builders.

s SPEAKMAN®" COMPANY ® Wilmington, Delaware 19899 ® In Canada—Cuthbert-Speakman, Quebec
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NEWS/MARKETING : . L

. HUD survey finds home seller pays four times as much closing cost as buyer
Settlement costs on home loans liminary findings were these: Essex County, N.J, which in- settlement costs—up to $2,8_45.

| insured or guaranteed by the « Of the 12 areas surveyed, —cludes Newark, had the highest Bexar County, Texas, which
: % . includes San Antonio, had th
FHA OF wxf ;]aadd _10 /e }?r more to Average Settlement and Closing Costs }nc u tes zr:md ;ngo ad the
the cost of buying a house. Nation and Selected Metropolitan Areas—March 1971 kT g

A study just published by the ; s Excluding prepaid ex-

i Department of Housing and e L gmal SeglementSCosts sl Gy g c;lsts penses, loan discounts, and |
5 g o uy & Buyer Seller Buy & Buyer Seller . Al 4 et
i [{lrban [;Jevs,lopment 111;11@15;5 Seler Only Only Seller Only Only §ales (.k:m;'n:bSlOrin‘ t(])tal ‘;lrt:s
[F-p S m:i ‘_05]"5 i‘tggg‘lﬁ EMENt oA /VA Total $1.962 $458 $1504 $567 $248 $319 11'1:81 C‘;S - }‘]’ apitolrsr? ’preezf |
‘."’“agg h“e‘” y $L, ‘:jr F”A& VA-Guaranteed U.S. Total 2422 $541 1881 643 326 317 e‘me a:’::: :;' e g Swhicl'; |
ey o FHAUS.Totl 1783 425 1388 (537 o218 819 - 8 S Cd the
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The survey also found that Average Total Settlement—$16,000-$20,000 Price Range e Loan discounts for $16-
the seller of a house pays almost VA/FHA VA FHA-Insured $20,000 homes averaged $553;
four times as much in closing Type of Cost Total Guaranteed Total 12Counties  gales commissions, $996.
costs as does the buyer—an  Total Settiement Costs $1696  $2044 1608  $2017 * Loan origination made up

| average of $1,590 as compared Total Closing Costs 511 522 508 543 the largest bite of closing costs
to $417 for