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Armstrong
Sundud'

no-weocfloors.

The shine that

makes
your sade.

Since today's home buyers are more
value-conscious than ever, builders need

products that give their new homes a
competitive edge. And Sundial is the no-
wax floor that can help your kitchens
tip the sale in your favor. Best of all—
Sundial is priced right for builder bud-
gets. So there's no reason why you can't
offer your buyers the exceptional value
they’re looking for today.

Sundial shines without waxing far
longer than ordinary vinyl floors, so your
kitchens offer less work to busy house-
wives. It's not only easy to care for. but
its tough inner foam cushion stands up to
heavy traffic and bounces back for more—
a feature sure to please active families.

Sundial comes in 6' and 12' widths,
which means you can sell the advantages
of seamless installation in most rooms.
And now there are five distinctive de-
signs in a wide range of customer-pleas-
ing colors to offer the perfect match for
any decor you might create.

There's sales value in the Armstrong
name, too. Your customers recognize it

the leading name in floors . . . and
as their assurance of lasting satisfaction.
To find out more about how Armstrong
no-wax floors can help clinch the sale,
contact your local Armstrong flooring
contractor, or write to Armstrong. 906
Sixth Street. Lancaster. Pa. 17604.

INDOOR WORLD* OF

Armstron






The

a?makes

od-Fan

aH the others obsolete

NuTone”™ Solid State VV-80 Select-A-Matic

5 finishes, 3 sizes, 7
power units to choose
from add up to the
range hood-fan which
will exactly fill your
needs.

Chrome trim strip.
Attractive, modern
styling complements
other appliances.

Knockouts make
installation easier.
Exhaust air either
vertically or horizon-
tally through top or
rear knockouts. Wiring
knockouts both top

and rear. too.

Decorative accents.
The easy flow of lines
is accented by an
insert panel of rich
tortoise-shell printed
on durable aluminum.

Fast motor installa-
tion. Easy as can be
— the attachment is
made with just two
wingnuts.

Improved lighting.
Dual light assembly
with extra-strong
Lexan lens.

New, solid-state fan
control. An infinite
number of settings —
not just low. medium,
and high,

Larger filter area.
Wrap-around alumi-
num mesh filter ex-
hausts more efficiently
than competitive
models.

Find out more about the Solid State V-80
Select-A-Matic Range-Hood from your nearby
NuTone Distributor. For his name. DIAL FREE

800/543-8687, except in Ohio dial 800/582-2030.

M

NuTone Housing Products

Madison and Red Bank Roads. Cincinnati, Ohio 45227

D«ot. HH-6. Form 2529, Prmt*d in U.S.A.

Greater collection
capacity. Because the
V-80 range-hood is a
full*9 inches deep, it
traps and holds more
grease-laden hot air
and the power unit is
completely hidden.

Corners are mitred. 23
degree angle permits
adjacent cabinet
doors to open more
fully.
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The Kwikset extra-security cylinder deadlock.

Double cylinder model shown

Because, right now,
little things mean a lot.

When things are a little tight, it’s tempting to
cut corners. But there are also times when the
builder who gives good value is the builder who
has good sales. You can build a little extra-value
into what you build by putting high-security
hardware on the doors. Things like Kwikset
cylinder deadlocks with one inch deadbolt.
They’re no big deal. But they just might mean

a lot to a prospective buyer who's concerned
about the alarming incidence of burglary.

ANOTHER QUALITY

SECURITY PRODUCT FROM KWIKSET-

America's Largest Selling Residential Locksels
KWIKSET SALES AND SERVICE COMPANY
A SUBSIDIARY OF EMHART CORPORATION
ANAHEIM. CALIFORNIA. U.S.A.
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A housing recovery is some way off-The buyer is still cautious

Economists are now voicing ris-
ing hopes for a m(xierate to
strong second-half recovery that
will carry on through next year.

The optimism is highly
guarded, however, and some-
what cheerless. The scenano
outlined by government and pri-
vate forecasters includes , _
fully high unemployment’ rate
through 1976 and sluggish up-
turns for the key automotive
and housing sectors,

The consensus on the likeli-
hood of a second-half upturn is
broad, though even economists
within the government differ on
the numbers. Alan Greenspan,
chairman of the Council of Eco-
nomic Advisers, expectsthe real
gross national product to re-
bound to a 7% annual growth
rate later this year, while fames
Pate, the assistant commerce
secretary for economic affairs,
predicts a GNP gain averaging
5% for the half.

Tax cut's impact. The re-
bound, spurred by a $22.8-
billion 1975 tax cut that is al-
ready putting rebate checks in
consumers' hands, is expected
at least to slow the sickening
slide in corporate profits later
this year and stem the upturn in
unemployment. But even an ex-
tension of the income tax cuts
into 1976 is not expected to cut
very far into a jobless rate that
is now at 8.9% and expected to
peak around 9.3%.

The continuation of high |
employment rates long after the
recession bottoms out poses
major uncertainties for con-
sumer confidence, as most econ-
omists see it. Some even fear
that the recovery could run out
of steam in 1976, unless the tax
cut is extended and further fed-
eral stimulus is provided.

The good news. There are sev-
eral bright spots for the near
term. The sharp deceleration of
the rate of inflation in recent
months, combined with the tax
cut, seem certain to bear major
benefits both for retail sales and
deposits in thrift institutions,
This should at least enhance
credit availability for housing.

Economists differ widely on
how fast the tax cutwill impact
on spending patterns, but Chief
Economist Morris Cohen of
Schroder Naess & Thomas, the

New York merchant bai\k,
thinks the effectis already being
felt.

*Theindex decline between4ih quarter 1973 and 1st quarter 1974 was actually twice
as large as shown in the chart. However, the st quarter 1974 Survey Research Center
report stated that approximately half of the decline was due to the temporary impact

of fuel-availability problems

"Consumer outlays will be up
substantially in the current
quarter—for the first time in a
year and a half," he told the Na-
tional Economists Club in
Washington recently. At

an an-
nual rate, checks now going to
the public pack a $50-billion
punch, "by far the largest stimu-
lus to which the economy has
ever been subjected in such a
short period.”

Caution. While Cohen sees a
retail upturn rippling out from
this stimulus, Thomas Juster of
the University of Michigan's
Survey Research Center was a

Michigan's Schmiedeskamp
'From God-awful to awful'

bit more cautious at the NEC
meeting. Juster expects a "vigor-

ous upturn™ in the consumer
sector this year but says it

depends on the public's begin-
ning to believe that inflation
has, indeed, moderated and will
continue to do so.

For the moment, Juster says,

consumers will sock their tax
windfall into thrift institutions,

driving the national rate of ., _

ings, as a percentage of disposa-
ble income, to about 11%. He

expects this rate to persist
through summer. If consumer

confidence picks up as expected,

the rate will slide by year end
toward its historical average of
6% and below that by mid-1976,

Consumer reluctance. De-
spite general optimism, neither
Cohen nor Juster is especially
hopeful on autos and housing.
Juster sees very little "concrete
evidence of improvement in
consumer anticipations m
these sectors.

This view was affirmed by
reports from Detroit that the up-
turn in auto sales expected in
April failed to materialize and
by a warning from Economist
Saul Klaman of the National As-
sociation of Savings Banks that
"the future of housing is no-
where.

Klaman and the Washington
forecaster Michael Sumichrast
both say the housing recovery
"is expected to be very slow.

Sumichrast, chief economist
for the National Association of
Home Builders, expects housing
starts for 1975 to total 1.3 mil-
lion or a bit more, assuming
some 100,000 units under the
leased public-housing program,
For 1976, his econometric
model predicts starts of 1.5 mil-
lion or less, even with 200,000
subsidized units. Unless
Congress can push some of its
proposed housing legislation
past President Ford, prospects
are not great for a strong home-
building recovery.

The key: Apartments. Says
Sumichrast: "The key area to
watch is multidwelling projects.
An upturn in apartment con-
struction is essential to a
stronger recovery, and that is
highly uncertain."

The biggest cloud over this
type of project is the danger that
the Treasury's efforts to finance

a tremendous federal deficit,
when ctmpled with an upturn in
general business activity, will
send short-term interest rates
surging upward (see story, p. 101
again.

The best that Sumichrast can
say about the housing slump
right now is that it is bottoming
out. And here the new federal
tax credit of up to $2,000 per
purchase of newly built homes
may be helping somewhat. A
new survey of 1,000 builders by
the NAHB shows they were able
to sell 23% of all qualified units
in their inventories during the
first 30 days of the new law; and
they expect to sell another 42%
in the next 60 days. For single-
family dwellings alone, the fig-

ures were 30% and 48%; town-
houses ran at 9% and 24% and

condominiums at 18% and
51%.
Slow starts, slow buyers.

Sumichrast is certain that the
tax credit is helping to take
down housing inventory, but is

unwilling to read too much into
this trend for its impact on

starts.
Many of the builders say
they have no inventory, so the

tax credit doesn't help them,"
he notes, "while others are sim-
ply undecided about whether or
not to put their cash into new

starts or sit tight. The reading is
about 50-50 on this."

Similar uncertainty emerges
on the buyer side. Says )ay Sch-

miedeskamp, consumer atti-
tude survey director at the Uni-
versity of Michigan's Institute
for Social Research:

"House-buying attitudes have
improved somewhat because of
an awareness of increased avail-
ability, and people think inter-
est rates are going down."

But he adds that the economic
outlook remains so fuzzy that
buyers are still hanging back.

In Michigan's most recent
survey, in February, consumers

thinking this is a good time to
buy a house came to 20% of the
public, up from 15% last Oc-
tober, while those thinking it is
a bad time eased to 64% from

71%. As Schmiedeskamp sums

it up:
Attitudes about housing
buying have improved from

God-awful to awful.

—Norman Jonas
McGraw-Hill World News,
Washington
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Durasan

When sound and
~fireratingsareas
Important as beauty

Durasan is Gold Bond'’s name for vinyl-surfaced gypsum panels that combine the time-tested
characteristics of gypsum wallboard with the tough durability, easy maintenance and beauty of
high-quality vinyl. Durasan® panels fit any drywall system, meet scores of acoustical
and fire requirements and present a rainbow of colors, textures and wood finishes.

And installation costs less than building a wall and then applying a comparable vinyl wall covering.
Most Durasan panels are available in 8-foot, 9-foot and 10-foot lengths, ready for shipping.

Four examp|es of B. Upper right, 1 /2-inch Fire-Shield®

, oy Durasan is applied with batten-covered
Durasan’s versatility. screws to 2-inch Gold Bond Metaledge
Corewall in the elevator area. Fire
Orange Burlap is shown. Durasan is
particularly effective in high traffic
areas such as this. STC 36.
Fire Rating 1 hour,

D. Lower right. 1 /4-inch Gypsum
Sound Deadening Board base layer is
nailed to wood studs. Face layer of
1/2-inch Fire-Shield Durasan is lami-
nated with beads of Joint Compound,
A. Upper eft, the look of cork and the nailed top and bottom only. STC 45.
wearability of vinyl. Mediterranean Fire Rating 1 hour.
Parquet® Fire-Shield Durasan panels
over steel studs with 2'/2-inch Fiberglas
in cavity, Sound Transmission Class 45,
Fire Resistance Rating ! hour. C. Lower left, 5/8-inch Fire-Shield
Durasan in a woodgrain pattern with
matching battens is used in the de-
mountable Contempo-Wall® system,
Durasan over steel studs with 3-inch
Fiberglas in cavity. STC 49,
Fire Rating 1 hour.
Durasan offers a choice of decorator
tools, all at Durasan prices. Beautiful
Mediterranean Parquet cork patterns.

We’re gypsum1 Textured Burlaps. Stipples, Classics
and then some. and Grass Cloths. Elegant-looking

Woodgrains. All factory-laminated to
standard 1/2-inch and 5/8-inch-thick

r regular, or Fire-Shield gypsum wall-
board. Ask your Gold Bond salesman
GOld Bond about_Durasan or see your Sweet’s File.
Or write Gold Bond Building Products
BUILDING PRODUCTS Division, Dept. HH-65G, National

Gypsum Company, Buffalo. N.Y, 14225
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Something special for

themanwhtid ratherdrive
atruckthan a car

The Dodge Custom Special

The man who'd rather drive a truck than a car
doesn't give his truck the weekend off.
™ we're giving him a truck that looks great
no matter where he goes.
We've dressed up our Dodge Custom pickup with
a whole lot of extras. And
we've given the pack”™e
a spedal low price.

The resultisa
truck that looks as good
as it works.

There are bright
drip mouldings that curve
around the door.

. There's a sporty
chrome strip that runs the whole length of the body.

And, so that you'll look as good going as coming,
there’s more bright trim in back.

It runs dear aaoss the tailgate and wraps around
the tail lamps.
And we didn't leave the inside out. It's completely
color-keyed and completely
comforUble.
Rest your feet on soft
rubber mats. And rest the
rest of you on one of the best-
looking seats you've ever
seen- It's covered in hand-
some Boca Raton doth and
Oxford-grained vinyl in blue,
green, gold, or parchment
Ask your Dodge Dealer about the Dodge Custom
Spedal with the speaal low price.
It's one more reason why the man who'd rather
drive a truck than a car would rather drive a Dodge.

Dodge Trucks

CIRCLE 8 ON READER SERVICE CARD



Second look at housing rebate: Will it harm rather than help?

The tax-credit rebate for buyers
of new homes could discourage
housing construction, the Mot-
gan Guaranty Survey has just
warned.

The Survey is published by
the Morgan Guaranty Trust Co.
in New York City, the fifth larg
est commercial bank.

The credit, enacted as part of
the recent tax cut [News, May],
offers an outright tax rebate of
5%—up to $2,000—on oy
houses bought after March 26.
Construction must have started
before March 26.

Delay on starts. By giving a
special price favor to houses that
were under construction when
the bill was passed, the Survey
pointed out, the rebate could
delay new housing starts in the
next few months—"just the op-
posite of what the economy
needs right now."

The Survey went on:

"Builders, who usually expect
to sell houses four to six months
after they are started—whether
they are actually completed and
ready to occupy or not—may
hold back on new construction.

"A builder would presumably
be in no hurry to start new
homes that will have to com-
pete for buyers with those units
that qualify during the rest of
this year for a tax credit of up to
$2,000.

Policy criticism. The Survey
broadened its warning to in-
elude government mortgage pol-

Cy"If the credit produces an ad-

verse effect," the bank's authors
wamed, "it would not be the
first time that government ef-
forts to influence the market
place in a positive way actually
produced quite different results
from those intended.

"This was the case with
below-market interest-rate ceil-
ingson Gland FHA loans. It was
also the case in the on-again-off-
again investment tax credit of
the late 1960s."

Damper on sales. The Survey
said there were several other
negative aspects of the housing
credit.

"For instance," it cautioned,
"housing sales could be ad-
versely affected after December,
when the credit expires and the
cost of any units still unsold at
thattime, ineffect, will goup by
52,000,

Meanwhile, the market for

used houses may be hurt
prospective buyers natural?;?

show a preference for rebate-
qualifying new homes. The

same may be true of units con-
verted to condominiums, even if

completely rebuilt on the in-

side; such units do not qualify
for the credit.

Stimulus? The Survey warned
that the stimulative aspects of
the tax credit might turn out to
be far less effective than ex-
pected once prospective buyers
read the fine printin the tax law.

"Though practically unnoted

in all the hoopla,” the Survey
said, "there is a requirement

that the capital gain on the sale
of an individual's present house
must be subtracted from the
purchase price of the new house
in figuring the housing credit,
(This provision is bound to af-
feet a big share of the market;
more than 55% of homebuyers
sell an existing house before
buying a new one.)

Forexample, assume an indi-
vidual bought a house ten years
ago for $20,000. He reads about
the housing gimmick and de-
cides to get in on it. He sells his
old house for $40,000. He has,
thus, a $20,000 capital gain.

The seller can postpone pay-
ment of tax on that gain as long
as his new house costs at least
as much as his old. So he pro-
ceeds to buy a new $40,000
house, confident that when he
files his 1975 return the Treas-
ury will mail him $2,000.

"Not so. The $20,000 gain on
the old house must be sub-
tractedfromthe$40,000basisof
the new house in figuring the
credit. On the basis of $20,000,
the credit of 5% comes to only
$1,000."

Break for the rich. The Survey
pi)ints out that higher-price
homes will not suffer such pen-
alties, however:

"Assume a new-home buyer's
present ht>me cost $40,000
when bought some years ago
and is now sold for $80,000.

“The new house to be g
chased costs $90,000 but the
capital gain of $40,000 on the
old house reduces the basis of
the new house to $50,000—
which still qualifies the buyer
for a full $2,000 credit.”

Morality. The Survey says the
whole tax-credit scheme raises a
serious questitm of ethics.

"What is the justification," it
asks, "for giving an upper-
bracket taxpayer who is build-
ing himself a $200,000 home
(started, say, last October and
finished in May) a $2,000 tax
credit? (For the taxpayer in the
50% bracket, the credit is worth
$4,000 of pre-tax income.) Why
pay for something the individ-
ual was perfectly willing to do
without a federal reward?"

Fairness. The authors also
question the basic fairness of a
program that favors those build-
ers who went into the spring
season with large inventories of
"started" but unsold homes.

"Builders who for one reason
or another—including aggres-
sive price promotion—have
managed to avoid a heap of 'For
Sale' signs find themselves on
the wrong side of the picture
window," the article said, and it
went on:

"The building industry had
roughly half a million single-
family homes under con-
struction before the March 26
cutoff. Of these, almost 300,000
could be classified as sold or oth-

REITS: Shakeup at First Wisconsin

After two months David E. Bill-
ings resigns as chairman of First
Wisconsin Mortgage Co., a real
estate investment adviser, and
as vice president of First Wis-
consin Corp., the parent holding
company,

Billings is the second chair-
man to leave the adviser after
brief service: James B. Smith
quit after three weeks last July.

First Wisconsin Mortgage is
the real estate adviser for First
Wisconsin National Bank of
Milwaukee, another subsidiary
of First Wisconsin Corp., and of

First Wisconsin Mortgage Trust,
an independent REIT. The REIT
lost $13 million in 1974, and it
is suing the adviser, the parent
and the bank, alleging violations
of fiduciary responsibility,

In Detriot, meanwhile, Barnes
Mortgage Advisors, which ad-
vises the $100-million Barnes
Mortgage Investment Trust of
Boston, elects Kenneth A. Neal
as president. He replaces
Thomas P. Bryan, who moves to
a Canadian branch of the com-
plex of mortgage companies
known as the Barnes Group.

erwise under contract (even
though final closing and title
conveyance had not taken
place).

"Those homes will all pre-
sumably qualify. In other words,
more than half of all single-fam-
ily homes under construction
already are spoken for and
needed no federal subsidy to
prompt families to make invest-
ment decisions."

Politics. The Morgan Sur-
vey—and The Wall Street Jour-
nal—were particularly critical
of political maneuvering that
led to enactment of the credit.

The Journal reported that Sen-
ator Russell Long insisted on the
tax credit as an exercise to win
a game of one-upmanship with
Chairman Al Ullman of the
House Ways and Means Com-
mittee.

The Survey pointed out:

"One would suppose that the
housing tax credit's novelty—
and its obvious potential for set-
ting a costly precedent—would
automatically have insured
careful deliberation.

"Just the opposite was the
case. The tax credit was hustled
through the Senate Finance
Committee and through the en-
tire Senate with no public hear-
ings, and, from all appearances,
with little if any expert advice.

Similarly, congressional
conferees, when evaluating the
House and Senate versions of
the tax bill, handled the housing
credit with dispatch.

"The hasty passage of the tax
bill—including the housing
gimmick—Ied Congressman
John Rousselot to complain:

" 'We are rushing into a monu-
mental change in tax law that
has been brought about after a
few days in conference . . . We
are voting on something that we
are not familiar with.'

"Earlier, the White House had
objected even more strenuously
to portions of the tax bill, espe-
cially the housing credit."

NAHB's comment. Asked to
comment on the Survey article,
Economist Michael Sumichrast
referred to figures indicating the
tax-credit was selling houses
(see story, p. 5j, and he added:

"They really have no basis for
what they're saying.

"On the question of whether
the program is working, they
have no basis for their judg-

ment.
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Experts see no sharp rise in mortgage rates—and some see a dip

It's possible to overdo the new
fear of a run-up in mortgage
rates—particularly if one con-
siders that the capital markets
might just keep their nerve
when the Treasury starts its
heavy borrowing.

Granted that big "if," home-
financing costs are not expected
to go roaring back up into the
9%-or-higher area at any time
before 1976.

The bad news is that rates
seem clearly to be bottoming
out in the expensive 8%-plus
range. Given the need for
lenders to maintain a spread
over their own cost of funds, no
lower rate seems possible, say
the analysts.

But if market psychology does
not collapse into panic under
the stress of federal borrowing,
the mortgage market should
steady down. And the very large
supply of mortgage money avail-
able in thrift institutions should
become the dominant near-term
influence.

'Down somewhat.’ The Mort-
gage Bankers Association's ex-
ecutive vice president, Oliver
Jones, who doesn't often err on
the side of optimism, puts it this
way:

The average of rates over the
year ought to be down some-
what. I'm mildly optimistic for
the next six months and scared
as hell about a year to 16 months
from now."

What perturbs all observers is
the prospect of an economy re-
viving so fast that private bor-
rowers will crowd into the
credit markets in competition
with U.S. Treasury debt man-
agers scooping up billions every
week. Such a collision would
force up all interest rates—
perhaps on a scale sufficient to
dry up mortgage money.

With that consideration in
mind, there was deep consterna-
tion at the Washington head-
quarters of the National Associ-
ation of Home Builders when
Housing Secretary Carla Hills
raised the Federal Housing Ad-
ministration's ceiling on new-
house mortgages from 8% to
SV2% on April 28. The NAHB's
chief economist, Michael Su-
michrast, now fears that the al-
ready uneasy financial markets
will be further disturbed by even
higher congressional spending.

Economy as a damper. So far
in 1975, however, the economy
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has been so sluggish, and mone-
tary policy has been so accom-
modating, that Sumichrast and
other experts think it would
take quite a lot of bad luck to
engender a substantial rise in
mortgage rates.

Jones allows that "the whole
process (of rising rates) could be
accelerated by private borrowers
coming in heavily to anticipate
the recovery, while lenders try
to stay short this year in the
hope that they can get better
yields in the long-term market
next year."

But, Jones adds, if Treasury
borrowing has the side-effect of
luring funds out of mortgage-
lending thrift institutions too
soon, the Federal Reserve can
pump out the money needed to
drive rates down. Chairman
Arthur Bums of the Fed has
promised Congress to keep the
money supply growing at a rate
faster than that experienced so
far this year.

Long trend: Down. Analysts
do agree that mortgage rates will
probably bounce around this
year in response to pressure in
the financial markets. But these
fluctuations, most experts feel,
will prove misleading. The long-
term trend line will be horizon-
tal—maybe even down.

The Federal National Mort-
gage Association's chief econo-
mist, Harry Schwartz, looks for
rates to decline through late
September, "though there could
be a storm in the summer.”
After that, he sees rates tilting
back upward. But by year's end,
Schwartz says, declines will
outweigh increases.

Turbulence. The mortgage
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market had a deeply unhappy
period this spring. The fort-
nightly auctions of mortgage
commitments held by FNMA
produced consistently higher
yields. The only sizable secon-
dary-market outlet for mon-
gages in the private sector, the
Government National Mort-
gage Association's pass-through
securities program, ran into ris-
ing rates in February and March.
By the end of April, Advance
Mortgage Corp. of Detroit, an
authority on interest patterns,
was predicting a bottoming out
of rates on apartment mort-
gages.

t was in that climate that
Mrs. Hills raised the FHA rate to
8V2%. Market expectations
were such that, with the 8%
FHA mongage, lenders were
charging nine discount points to
get the effective return up to the
level of a conventional loan. (A
point is 1% of the face amount
of a mongage.) Builders—faced
with the alternative of absorb-
ing the points out of profit or
raising the price of houses that
weren't selling—were getting
out of the FHA market.

Pressure for rise. A housing of-
ficial summed up: "The thing
was beginning to feed on itself.
There was so much speculation
about an impending rate in-
crease that a number of sellers
were holding units off the mar-
ket waiting to get rid of the
points."” By late April most
mortgage bankers, the lenders
who work the FHA market,
were putting heavy pressure on
HUD to raise the rate.

Adds this government source:
"l don't think they (the depart-
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ment| had any choice. The truth
is, they were a little over-anx-
ious last winter and led the mar-
ket too much when rates were
coming down. It is because they
got carried away with rate re-
ductions that they had to pay by
adjusting the rate upward."

All the same, says Fannie
Mae's Schwartz, it seems likely
that the FHA rate may yet be cut
again this year. "HUD was
burned," he says, "and couldn't
take any more heat. But it
doesn't follow that the FFLA rate
will hang there."

Plenty of money. Sumichrast
finds that the sluggishness of
building implies some good
news for rates, and he points as
well to the continuing gusher of
money into thrift institutions.
Net inflows to savings and loan
institutions in the first four
months ran at an armual rate of
$50 billion—compared to a
mere $38 billion in the previous
record year of 1972.

Faith. Most observers still
have faith in the slackness of the
private economy, with its high
unemployment rate, to prevent
any crowding out of mortgage
borrowers.

The new president of the New
York Federal Reserve Bank, Paul
Volcker, spoke for them all
when he said that, while the
markets could handle an ex-
pected $80 billion of Treasury
borrowing, $100 billion would
be too much.

Volcker's advice to Congress
was, therefore: "Take a holiday
for the summer."

—Stan Wilson
McGraw-Hill World News,

Washington
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Angry consumers and Congress kill variable mortgage

Congress has given the savings
and loan industry a chance to
make its case for the controver-
sial variable rate mortgage—and
the attempt has backfired.

After hearings on the subject,
Capitol Hill's enthusiasm for
the VRM not only failed to
build; it collapsed. So for 1975,
the legislators intend to retard
rather than encourage the
spread of this instrument de-
vised to shield lenders from in-
flation.

A larger solution. When the
94th Congress digs deeper for a
more comprehensive solution
to the problems thrift institu-
tions have in borrowing short
and lending long during infla-
tionary times, the lawmakers
may come back to the VRM. It
might then fit into the complex
of remedies Congress might
propose. Partly this will be an
effort at over-all consistency.
Partly it will be old-fashioned
politics: Since thrifts want
VRM, it seems to some in
Congress a good idea to with-
hold it from them now for horse-
trading purposes to win their ac-
quiescence in other lending law
changes.

Down to defeat. The decisive
defeat of the VRM came when a
bill by Rep. Fernand J. St. Ger-
main {D.-R.l.) overwhelmed
even the S&.L industry's power-
ful Washington lobby.

The measure forbade the
2,064 federally chartered S&.Ls
to use VRMs,* and the House
passed it by a vote of 291 to 104.

The Home Loan Bank Board,
the S&Ls' friendly supervisory
agency, had campaigned tire-
lessly for the VRM.

Another chance? If the VRM
IS down, however, it is not nec-
essarily out. To help induce the
House to vote down the variable
concept this time, Chairman
Henry Reuss (D.-Wis.) of the
Banking Committee dangled
hope for VRM's backers.

The variable, he said, "may
well be revealed by our new fi-
nancial-institutions study to be
part of the solution." But, he
added, "it must not be permit-
ted" until Congress has agreed
to abolish government ceilings
on deposit dividends paid by the
S&Ls.

By the device of hitching the

*There are another 3,200 state-chartered
SivLs, and 17 stales permit those S&Ls to
offer variable rate mortgages.
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House's St. Germain

A long, hard look at the Vi?M

interest rate on a mortgage to an
index of credit market rates, the

VRM would transfer the risk of
inflation from the lender to the
bonower.

The U.S. League of Savings
Assns. and the National Savings
and Loan League had, however,
represented the VRM as neces-
sary because their membgrs'
profit margins were being
squeezed by old mortgages
yielding less than the current
cost of funds acquired by the
lenders.

And the Federal Home Loan
Bank Board's chairman, Thomas
Bomar, had followed the S&L
line. It was his specific proposal
to allow federally-chanered
SikLs to offer variables that was
up for judgment in the Congres-
sional hearings. Bomar argued
that the VRM was necessary to
stabilize mortgage flows and
iron the feast-famine syndrome
out of housing construction.

Aroused consumers. Testi-
mony by S&L men and their
handful of official friends was
drowned out by a chorus of op-
position from just about every
other witness to show up during
two weeks of testimony before

Bank Boaro'sBomar
A longday on the carpet
the House and Senate Banking
Committees.
Hostile labor union and con-

sumer spokesmen pointed out
that the VRM would exploit the

borrower, who could never
assess inflation's risks as well as
a professional lender. And, they
said, the variable mortgage
would eliminate borrowers
whose income wasn't likely to
rise. If his income wasn't going
to rise, he probably couldn't
cope with an interest rate that
was all too likely to rise.

Brush-off from NAHB. When
lenders looked around for allies
in support of VRM, they found
instead the politically powerful
National Association of Home
Builders. The NAHB said in a
terse statement that its execu-
tive committee had voted to op-
pose the Bomar proposal.

When the battle smoke had
settled, the variable rate's most
implacable foe in Congress, Rep.
Femand St. Germain (D.-R.l.)
implied that it was he, all along,
who had won the fight during
marathon hearings in his finan-
cial institutions subcommittee.
The day Bomar testified, the
committee convened at 10 a.m.

A modern-day RFC is proposed

The formation of a federal lend-
ing agency to aid income-
producing real estate has just
been proposed by Jack L. Wol-
gin, one of Philadelphia’'s major
land developers.

In an address at Temple Uni-
versity's Real Estate Institute,
Wolgin predicted that 50% of all
income-producing real estate
could not produce earnings
without such help.

Scope. Wolgin envisions an
agency similar to the old Recon-
struction Finance Corp, It
would provide rescue financing
for all income-producing real es-

rate, residential or commercial.

Wolgin pointed out that 35%
of the assets of all financial in-
stitutions in the U.S. are repre-
sented by mortgage debt, which

now totals $700 billion.
Warning. "If only 5% of the

mortgage debt becomes a loss,
you would far exceed all of the
loss reserves ... of all the finan-
cial institutions," Wolgin cau-

tioned.
"I'm not suggesting that the

real estate industry be given a
handout. The industry does not
need subsidies; it needs tempo-
rary relief."”

ror nuw

and adjourned at 8 p.m. In the
process, St. Germain unearthed
negative material on the VRM
proposal that swayed the think-
ing of Chairman William Prox-
mire (D.-Wis.), whose Senate
Banking Committee was next to
hold VRM hearings.

Proxmire started out open-
minded if skeptical. But that
originai skepticism deepened to
the point where he now wants
borrower-protection features
taken out of Bomar's hands and
mandated by Congressional ac-
tion—ifand when Congress ever
sees fit to give the VRM a green
light,

Deposit-rate ceilings. In con-
tending they needed VRM, the
thrift associations were badly
handicapped, They were not
willing to take the logically re-
lated step of surrendering the
government ceilings that limit
the dividends that S&Ls may
pay on deposits. For the S8iLs,
this was tantamount to asking
inflation protection for their
own loans but insisting on deny-
ing the equivalent protection to
depositors who placed money
with them,

So unrealistic did this seem in
political terms that the Na-
tional League's witness, Chair-
man Ray Edwards of Glendale
Federal SécL in California, added
asuggestion to his testimony on
his own behalf: If the variable
was permitted to S&.Ls now.
said Edwards, and deposit ceil-
ings were kept for five more
years, then the ceilings "could
and should be allowed to ex-
pire."

Consumer protection. Just
how Congress will move to
shore up thrift institutions prob-
ably won't be fully clear until
late in 1976, when the 94th fin-
ishes legislating. But it is al-
ready clear that the VRM will
have to be toned down a lot—
made less favorable to the
lender—in order to pass muster
on Capitol Hill. And there will
probably have to be sacrifices in
several other directions that
S&L men won't relish,

By 1976, meanwhile, mort-
gage rates seem likely to be on
the rise. And in that environ-
ment, bonowers will give the
VRM a chilly reception. So the
battle St. Germain and other
VRM foes have fought may
prove decisive on this front for

some time to come. —S.W.






Our Colorslde
guarantee is still

going strong.

Colorside: the four-year-old siding
with a five-year guarantee. Our five-
year Colorside guarantee has been
protecting builders since we first
introduced Colorside in 1971.
Protecting them against blistering,
peeling, cracking or checking.

And since we’ve covered over
34,000 units since 1971, Colorside’s
reputation as the leading low-cost lap
is built on pretty solid ground.

And on solid success, too. Colorside
was the first hardboard siding with a
five-year guarantee... three years
longer than what your portion of the
Home Owners Warranty program
requires. It was the first low-cost
hardboard siding to offer a smooth
face in four prepainted colors. The
first to offer a color-matched
automatic nailing system. The first
with the thermo-set acrylic finish.

This year: new reveille yellow —
a real wake-up color—makes our
selection of prepainted 16" lengths
more colorful than ever. Plus a
guarantee on the finish that’ll carry
you from now to 1980.

Colorside: we're Number One.

Boise Cascade
Building Materials Group

Colordde InsuUte Skiing 5 Year Guarantee

Boise Cascade Corporation guarantees ColorsMe
factor}' finlsbed siding against blistering, peeling,
cracking or checking vtsmUly apparent under normal
in~tection for 5 years from the date of installation.

If inspection by Boise Cascade reveals that Colorside
failed under normal conditions within such lime, Boise
Cascade will make an adjustment limited to cost of
refinishing the siding invcHved. or at the option of
Boise Cascade, will provide uninstalled Colorside
siding in replacement of the amount found to be
defective. This guarantee does not cover color fastness
or chalking, nor does it cover damage from physical
forces other than ordinary weathering.

All claims under this guarantee must be made in
writing to Boise Cascade within the guarantee period
and authorization must be received prior to the
beginning of any repair work. This guarantee is for
material only; it does not apply to defects resulting
from installation and is valid only if Colorside
accessories, or their equivalent, are used in compliance
with the installation instructions. This guarantee is
valid only if the Guarantee Certificate is filled out and
signed by the property owner and received in Boise
Cascade within thirty days after installation. This
guarantee covers all liabilities of Boise Cascade. No
other guarantee is expressed or implied.

Boist Cascade’s sole responsibility is as stated herein,
and it shall not be liable for consequential, indirect or
incidented damages.

BOISE CASCADE
BUILDING MATERIALS GROUP
P.O. Box 2885. Portland, Oregon 97208
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Levitt and Sons will be unprofitable indefinitely, trustee repui

First the good news:

Victor Palmieri & Co., the
court-appointed trustee for Lev-
itt and Sons, believes that, "sub-
ject to the restoration of general
health to the national home-
building industry, Levitt and
Sons can be reconstituted as a
profitable operating company. //

This was the trustee's prelim-
inary conclusion in its first
report, submitted early this
spring, to the Federal District
Court in Hartford, Corm.* The
court is overseeing the divesti-
ture of Levitt from ITT, a sever-
ance required under a consent
decree signed with the Justice
Dept, in 1971.

But.. . the bulk of the report
deals with the bad news.

"Given the recent history and
present condition of Levitt and
Sons," observed the trustee,
"(reconstruction) will require
rebuilding the management
team, redirecting the regional
production and marketing orga-
nization, and establishing finan-
cial controls and forward plan-
ning processes, all within the
context of a drastic reduction in
. .. overhead."

The money tree. ITT will be
watching the trustee's perform-
ance with bated breath, no
doubt, because the big conglom-
erate has a great deal at stake—
over a quarter-billion dollars at
latest count—and has no direct
say whatever in the affairs of
Levitt and Sons. Palmieri  Co.
has replaced the former ITT-ap-
pointed board of directors with
three men of its own choice,
substituted its own Edward
Eichler for the ITT-appointed
president, Gerhard Andlinger,
and has advised the court that
"prior review or approval of. . .
decisions is not being sought
from ITT or the Department of
Justice." Palmieri is even seek-
ing a new auditor to go over the
books instead of the one used by
ITT.

Negative flow. ITT will, how-
ever, be obligated to pay the bills
for the fix-up work, when and as
necessary, and that could add
materially to the conglom-
erate's stake.

Just how materially is sug-
gested by this year's first-
quarter results at Levitt—a neg-
ative cash flow of $10.8 million.

« First Report ol Victor Palmieri and Co.,
Civil No. 13,320, U.S. Dist. Court, Han-
ford.
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The trustee expects negative
cash flow to continue until the
housing market turns around
and until a transformation of
Levitt and Sons, as yet barely
begun, has been accomplished.

... "Forthe indefinite future,"
the report told the court, (Levitt
and Sons will be) "unprofitable
and capital-absorbing."

Much of what the trustee
found wrong with the home-
building company makes famil-
iar reading [The Decline of Lev-
itt and Sons, nh&n April]. But
access to inside data now makes
the account seem more hanow-

ing than ever.
Losses in cash and men. The

company's diversification at-
tempts in the late 1960s, for in-
stance, led to losses totaling, by
the trustee's calculation, $68
million, and Levitt and Sons' ill-
starred multifamily business is
still prtxiucing losses.

The departures from top man-
agement that picked up destruc-
tive speed in 1972 are given an
accounting in the report to the
court. Of the executives making
$22,300 a year and up, one-third

left in 1972 and one-third in
1973. In 1974, when the propor-
tion of ITT-derived people was
much larger and there was de-
pression in the housing in-
dustry, the rate dropped—to
23%.

Inexperience. The report
adds: "Less than half of the
present regional managers had
direct homebuilding experience
prior to assuming their present
positions.”

Heavy reliance on bank debt,
the trustee also notes, backfired
for Levitt and Sons—and other
major homebuilders—when the
prime rate soared.

Another idea that backfired
was the splitting of the company
into Company A, a financially
viable and operating company
with some land and little debt,
and Company B, anonviable and
negative-net-worth congeries of
high-cost land and massive debt.
After negotiations to sell A to
founder William Levitt fell
through, it was thought that A
would eventually go public.

"Records began to be kept
separately and the basic man-

New builder companies on both coasts

California's Orange County
market gets a new single-family
builder, He's Warren Toman,
who leaves an executive vice
presidency with the Grant Corp.
to organize the Toman Co. in Ir-
vine.

"Single-family houses have
failed to keep up with demand
here,” he contends, promising
to help remedy that situation.

And in Newport Beach, Don-
ald G. Zellner, formerly pres-
ident of U.S. Development
Corp., sets up Zellner Commu-
nities as a residential developer.
The new company is acquiring
two projects in Tustin and
Escondido from U.S. Develop-
ment and is taking over manage-
ment and development of an-
other in San Juan Capistrano.

In Florida, meanwhile, Arthur
Rutenberg and Dean Van Horn,
both U.S. Home alumni, launch
Rutenburg-Van Horn Corp. The
company is based in Belleair
Bluffs near Clearwater. It will
build customized houses under
the name Van Horn Homes in
Pinellas (Clearwater) and Pasco
(Dade City) Counties.

And from Florida's east coast
comes this report of yet another

housing operation from Cone-
spondent Fred Sherman.

"In the southern part of Dade
County (Miami), close by the
dusty tomato fields, is a build-
ing where a company called Al-
lied General Inc, has completed
its 'research-and-development'
stage on a machine that will
mold concrete houses.

"Eight of the half-boxes have
already been molded.

"There is a completed model
at the factory—a three-bed-
room, two-bath home with
kitchen cabinets installed. Al-
lied says it has tentatively sold
UX) to a builder who wants to
put them on scattered sites in
low-income areas. The FOB
price is $14,500, making possi-
ble a sale price below $25,000.

"The machine forces concrete
composite into a mold and
around rebars, pipes and conduit
to form a six-inch floor and four-
inch walls and roof."

The president of Allied is Jo-
seph L. Greenwell, former pres-
ident of American Plastic Con-
tainer; the company's technical
consultant is Wen F. Chang, pro-
fessor of engineering at the Uni-
versity of Miami.

agement.. . focused almost en-
tirely on A Company matters (to
the detriment of B Company and
overall operational control), the
report discloses.”

"In fact, when the trusteeship
began, conversations were diffi-
cult because references to the
'‘Company' often were refer-
ences only to the A Company
and not to (Levitt and Sons as a
whole).

"The arbitrary nature of this
separation led A Company man-
agement in some situations to
begin buying new land in mar-
kets to sustain operations at the
same time the B Company man-
agement was seeking to liqui-
date well-located and buildable
(but high book cost) land in the
same markets."

Poor records. The A-B split
was one major aspect of a more
general lack of control. Accord-
ing to the trustee, reviewing the
company's condition was com-
plicated by a "relative lack of
readily available and complete
information ...""

Among other things, the
trustee is compiling a master-
project book to collect all the
relevant facts about the com-
pany's vast land inventory in
one place for the first time.

Many internal reports, the
trustee said, focused so heavily
on monthly profit-and-loss fig-
ures that working up cash-flow
figures was difficult.

Whither Levitt? What steps is
the trustee taking to repair the
company? Palmieri Co. is
completing a review of assets,
management and operations. It
is continuing a chopback of per-
sonnel begun in 1972 (overhead
was 25% of sales in 1974). It is
preparing to dispose of land. And
it plans to begin as soon as possi-
ble the task of organizing a via-
ble company. It hopes to use tal-
ent in and out of Levitt and
Sons—and ITT's money. (For a
new Levitt project, see p. 32.j

There are many ex-Levitt
people and other observers who
are rooting for the company's
success, but some are so dis-
mayed by the difficulties that
they are skeptical. Such ob-
servers think itwould take a Bill
Levitt to put Levitt and Sons
back together again.

And there are even some
among them who think that it
might yet happen that way.

—Harold Seneker
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Kohler Fiberglass and Acriics.
So easy to maintain. So convenient.
And now’ in decorator colors.

More Kohler originals for your building
renuxieling plans. Smart acrylic bar sinks; ie sv to
install vanity lavs; and The Bath —in Fiberg?agls—

5vA X 7' of pure bathing luxury.

Upper left — Kohler bar sinks in lough, colorful |
acrylic. Bright bold colors are Black Black,
Sunflower, and Antique Red. The smartly
designed Europa faucet is offered in £ _1
chromium or gold electroplate. JK

Lower left— Perfect for remodeling— !

or new construction — Kohler’s new vanity lavs. |
Tough acrylic in three marble patterns —Grey,

Green or Brown on White. In two convenient sires.

Lower right — The Bath. Made of Fiberglass—in
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- ® Black Black and 6 other decorator acclaimed
colors and white. Altcma faucets and

\® Suburban showerheads
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What the energy problem

meansto a

utlder

and what he can do
to survive It.

The energy problem, a matter of
concern to everyone, is a matter of vital
concern to the builder.

Already, in some areas around the
country, there are prohibitions and re-
strictions on the use of gas and fuel oil
for heating. And this situation is intensi-
fying all the time.

What can the builder do to meet it?

One way isto install the Weathertroif
heat pump. This all-electric refrigeration
system heats in winter and cools in
summer. It cools and heats by efficient
use of electricity without burning fuel
of any kind.

The WeathertTon heat
pump is easy to install and
simple to maintain. It's
quiet, dependable and J
efficient, delivering about 1
two units of heat for every |
heat unit of electricity it = |

uses. (It may be more or less '
Iin your area depending on

your climate and other factors.)

WeathertTon heat pumps by General
Electric come in 18,000, 24,000, 30,000,
36,000, 42,000, 48,000 and 60,000 BTU/H
sizes and can be used individually
or in pairs to heat and cool houses of
all sizes.

The heart of the unit, the Climatuff™
compressor, is so reliable that more than
I million have been installed with an ex-
cellent record of dependability. Another
General Electric exclusive; Spine Fin™
condenser coils that eliminate almost all
brazed joints where leaks can occur.

For the complete story
on the WeathertTon heat
pump and our National
Service Contract Plan, get
in touch with your
F General Electric Central
Air Conditioning dealer.
He's in the Yellow Pages
under ‘Air Conditioning
Equipment and Systems'".’

The Weathertron
heat pump.

GENERAL & ELECTRIC
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\bu knew we could
open garage doors...
but did vou know we could

close sales?

automatic garage door opener systems
...by Alliance

The garage door picker upper becomes the sales picker upper!

A Genie in the garage tells potential home buyers a lot about you.. .and a lot
about the house It shows your concern for their comfort, convenience, and it
says that you use nothing but the best when you build. Only Genie meets all
present and projected U.L standards, and only Genie offers Cryptar —the super
radio security system with 1440 different frequencies that is 200 times more
precise than any other system Genie has no belts or pulleys. Control units are
solid state and comply with all FCC regulations. Choose from three decorator-
designed models, all complete with automatic lighting, automatic reverse if the
door contacts an obstruction while closing, external limit switches and thermal
overload protection. Call your local Genie dealer for complete details.

Opens the door.. turns on the light.. closes the door . turns offthe light

The Al_ |_ |AN CAE Manufacturing Co., Inc., Alliance, Ohio 44601
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Maker of the famous antenna rotator... Alliance Tenna-Rotor (TV” Better Color Getter!”

1975 Tht* Alliance Mtg Co
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| Builder offers bonus if buyers forego nit-pick warranty claims

With a bow to the consumer
movement, Dallas homebuilder
Ronald ]. Monesson adopted a
company policy of bending over
backward during the first-year
warranty period to resolve—
always in favor of the home-
owner—any questionable item,
even minor repairs.

Unfortunately, says the devel-
oper, this is expensive, and
when he is forced to say no, "it
can have a very negative impact
on the homeowner."

Monesson believes he has
solved this problem with an in-
novative plan that offers some-
thing for everyone—builder,
buyer and lender. For the builder
it slashes overhead and im-
proves customer relations. It is
also expected to generate sales.

Joint savings fund. What
Monesson and Co. has done is to
set up a fund "that discourages
call-backs for minor repairs on
the part of our homeowners and
effectively offers them a reward
for not being a nit-picker."

At closing, the company de-

p>osits $350 in a joint builder-
buyer savings account with a
savings and loan association.
The builder retains the pass-
book for a year, during which
time he alone can make with-
drawals. At year's end the buyer
gets the passbook vrith any re-
maining funds.

The new owner receives a
schedule of fixed charges for cer-
tain types of service calls. He
has the option of using Mones-
son's customer-service depart-
ment—which has six full-time
employees taking care of minor
repairs and touch-ups—or of
doing the job himself. If he uses
the builder's forces, the account
is charged for the work and the
money is withdrawn.

Routine repairs. "During the
one-year warranty our service
department handles all routine
items that our subs would nor-
mally be called to handle, says
Monesson. "We don't take care
of plumbing, heating, air condi-
tioning or electrical problems
hut we do paint touch-ups and

carpentry. These are necessary

but costly to us in manpower.
'In the past we have even had

a lot of calls for things like un-
stopping a sink. We have no ob-
ligation to fix something like
that, but to avoid hassles with
the homeowner, we have taken
care of many things of that na-
ture. The new plan will discour-
age such nit-picking.

"The plan provides a positive
incentive to get an additional
$350 for something like a vaca-
tion or new furniture. When the
housewife sees that her husband
can do a paint touch-up and
make $12.50, she is likely to
suggest that he handle the job.

"The incentive is not to call
us. It is a viable program for
homeowners because they are
picking up an easy S3S0."

Saving for builder. "We think
we are going to save money,"
Monesson goes on. "We should
be able to reduce the overhead of
our customer-service depart-
ment. We expect to get by with
a staff of three instead of six.

"Our lenders happen to be
S<SvLs, and they find the program
attractive. It gets a new account
started with them, and they feel
that, at the end of the year, many
of the homeowners will start
putting their own money into
the account instead of with-
drawing funds."

Monesson went into the pro-
gram only recently, "so we don't
have any track record on it."

"But from a marketing stand-
point it is a good tool," he says.

Monesson's largest project is
ChimneyHill, which will ulti-
mately have 420 tt)wnhousc
units. About 300 have been
completed and 240 sold and oc-
cupied. He has just started the
first phase (88 units) of Chim-
neyHill Patio Homes, a project
of 543 single-family, detached
houses with side yards. The
Highlands, an 83-unit condo-
minium townhouse develop-
ment, has 43 units sold and 40
virtually completed.

—Lorraine Smith
McGraw-Hill News, Dallas

Top Florida condominium builder is indicted as a briber of planning officials

The developer of the largest con
dominium  community  jn
Florida has been indicted by a
Dade County (Miami) grand jury
investigating corruption of pub-
lic officials.

H. Irwin Levy, president of
Cenvill Communities Inc. in
West Palm Beach, is accused of
conspiring to bribe members of
the South Florida Regional Plan-
ning Council to win approval for
the project.

The case dates from De-
cember 1973, when Cenvill was
seeking approval from the coun-
cil for a retirement community
west of the city of Hollywood in
Broward County. Approval was
voted in February 1974, and
Levy insists he never authorized
any payment of bribes.

Officials cited. Indicted along
with Levy were Stanley Gold-
berg, a stockbroker and husband
of Dade County Commissioner
Joyce Goldberg; Harry Hanis,
chairman of the Monroe County
Commission, and Edward Mi-
chael Gale, a stockbroker who
managed the successful 1972
election campaign of County
Commissioner Harvey Ruvin of
Dade. Ruvin was chairman of
the planning council in 1973.

The indictment charges the

20 H&H JUNE 1975

four with conspiring to bribe
Ruvin and two Monroe (Key
West) commissioners who were
members of the planning coun-
cil. One of those commissioners
is John Parker who denies that
he either took money or felt
pressure to vote for the project.
He also denies that Hams tried
to influence him, but he did vote
for Cenvill's Century Village
condominium project.
Informer's role. The key to
the indictments was the arrest

last autumn of a Miami political
figure named George MacLean.
Caught in an exchange of money
intended as a bribe for a build-
ing-occupancy permit, MacLean
was granted immunity by the
state attorney in Dade County.
One of the stories he told in-
volves Cenvill checks made out
to MacLean's janitorial supply
company. Of $38,000 MacLean
contends he got from Cenvill, he
says he gave $15,000 to Harris
and $3,000 as a contact fee to

V'V
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Polish housing officials, here to study modem construction methods, are
guests of Larson Mortgage Co. in Plainfield, N.J. President Bob Larson
(right! greets Marian Tomaszewski (left), commercial attache from the
Polish embassy, and Bohdan Saar, Poland’s second-ranking construction
official. The visitors seemed intrigued by American finishing tech-
niques, but concentrated on ways to house Poland's population.

Goldberg.

A MaclLean confederate says
he passed $9,000 to Gale for
Ruvin's vote.

Ruvin denies all charges. He
voted for the Century Village
project Feb. 4, 1974, hut says
that was conditioned on Cen-
vill's solving some development
problems. Ruvin points out that
he subsequently voted twice
against the project when the
conditions were not resolved.

Wider investigation. The
Cenvill project is only one ele-
ment in a far-reaching inquiry
that resulted from the grant of
immunity to MacLean and to
Alan Rothstein, a former Miami
city attorney who was involved
in the occupancy-permit bribe.
The payoff was filmed by police
officers.

The Century Village project is
the largest ever conceived in
Florida. Levy projects 35,000 re-
tirees living in what he hills as
an energy-conscious condomin-
ium community.

Levy also has problems with
the Florida attorney general,
Robert Shevin, who contends
Levy™'s lease agreements on rec-
reation facilities are unfair and
unreasonable. —Fred Sherman

McGraw-Hill News, Miami



10 get with the FHA/VA programs
get with the Kingsberry Man.

Understanding HUD programs

isn't easy. Coping with FHA,

VA, Farmers Home
Administration and other government
programs. But you know it's the key to
making sales these days, and that's where
the Kingsberry Man comes in. He’s
prepared to take the work and worry out
of government financing. He'll handle
things like complicated paperwork and
dealings with local officials. He can do it
because he has up-to-date training.
What's more, he has the product. Single
family, vacation, and multi-family
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including designs that assure you'll meet
the federal government's new Minimum
Property Standards, along with hundreds
of regional codes including BOCA,
Southern Building Code and ICBO. It's

a lot of help. And you can learn all about
it by mailing the coupon. In today’s tough
market, government financing can make
the difference. Better get with it.

KINGSBERRY HOMES

Boise Cascade
Manufactured Housing Division/Eastern Operations

Frank D. Carter. Director-Marketing
Boise Cascade Manufactured Housing Division/Eastern Operations
DeptHH-6.61 Perimeter Park, Atlanta, Georgia 30341. {404) 455-6161

Yes” 1| would like all the help 1 can gel.
Name —

Firm
Lots ready to build on: DNone, DI-IO. nil-25. D26-50
Units built in past year: DNone. DI-IO. DII-25, D26-50
Single Family, DMulti-family. DVacation

Address
City State

Zip. Phone

Kingsberry Homes are disiribuied throughout a 3"l state area of the Mid-West.
M id-Atlan'iic. Southeast. Southwest and New England states from plants located
in Alabama. lowa. Oklahoma. Pennsylvania and Virginia.

can get
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Buyers won’t complain about
sticking or binding. Perma-Shieid
Windows fit snugly, yet operate
with ease.

Silentsalesman. |

Surveys show home buyers®

Andersen® Windows (by ™ margin).
So this label adds sales value
to your homes.

Long life, low
Rigid vinyl sheath on chip, crack or peel
Doesn't rust, pit or a patented

weather-resistant 4-stcg wood 1 i N\

Surfaces oan be stained) Resists h2mdling problem

match any decor. Exterior frame surfaces resist damage
during installation. Don’t require touch-up
painting. Dirt wipes clean with damp cloth.

A beautiful way to save time and money.

For more infoi Kairolin%*
double-hung wk) er or Dstribatar.
He’s in the YesSsIf

the readw

lasi m-r



T he beautiful way

to save time,
save money, save fuel

No storm window bother.

Optional double-pane insulating glass provides the
fuel-saving benefits of storm windows, without the bother
for you or your buyer. Cuts conducted heat loss

through the glass area by up to 35% (compared to

single glazing without storms). A fuel-saving way to

put real sales appeal into your homes.

Snug-fitting design.
Perma-Shield Narroline Windows are
two times more weathertight than
recognized air-infiltration standards. To
help seal out drafts and dust, help

save on heating and cooling bills.

Easy installation.

Perma-Shield Narroline Windows come
completely assembled. All you do is nail
pre-punched side flanges into window
openings. Flanges eliminate the need for

separate flashing.

Copyright c And.rsan Cwp.. Bayport. Minn, 1978,
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How a tough-minded cleric rallied tenants to save their project

The Reverend Wilbur N. Daniel,
pastor of the Antioch Baptist
Church on Chicago's south side,
had a dream. He saw green land-
scape, attractive and clean low-
income housing, and happy chil-
dren.

Today Daniel has realized
that dream in a 348-unit com-
plex of two- and three-story
walk-up apartments known as
Eden Green North. Southsiders
have come to regard Eden Green
as onhe of the best 221D3 be-
low-market-interest-rate proj-
ects in Chicago.

It wasn't always that way.

Only two years ago Eden
Green North was typical of the
majority of the 111 projects
built under FHA's Section
221D3 mortgage-assistance pro-
gram in Chicago. The roofs were
leaking, weeds and uncollected
garbage littered the grounds, the
crime rate was atrocious and the
project was in default. The FHA
was foreclosing on the $5.8-
million mortgage originally
taken out by Daniel's Antioch
Foundation, and a sheriff's sale
that would have shattered the
pastor's dream was just two days
away.

Back to health. This )uly,
however, Eden Green North
will be back on current mort-
gage status, one of the few
times—if not the only time—a
financially stricken 221D3 proj-
ect that has gone to the wall has
not only survived but prospered.

Although the 56-year-old
Daniel attributes much of that
survival to "plugging into a
higher power," he admits that
saving a federal housing project
takes more action than prayer.

"The government is the main
problem," said Daniel. "Gov-
ernment creates the stumbling
blocks. The owner just doesn't
know what he's getting into."

What Daniel found, he says,
were costs that rose by one-third
four years after Eden Green
opened in 1969—all this while
rents remained level. Petitions
to the government to raise rents
were turned down.

Taxes and rents. Taxes dou-
bled and the tax reserve turned
negative by $60,000 a year. At
the time of the default the proj-
ect was $150,000 in the red.

Rent delinquencies were at
35% and management was op-
erating without records of who
was living where, what the pre-
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Cnisading cleric and section of the project he rescued in Chicago. The Rev.
Wilbur Daniel ousted tenant vandals and improved management. Complex

that was ready for sheriff's sale two years ago now prospers.

else status of rent payments
was, and when leases expired.

"At this point it was either
give up or getbusy," said Daniel.

Correctives. Daniel's first
step was to visit the county as-
sessor's office, where he won a
50% tax cut. His second was to
call on Harvey Rawson, then
chairman of the Realty Com-
pany of America. (Rawson was
to die of a heart attack last
March.) A limited partnership
was set up between Daniel's
non-profit Antioch Foundation
and Realcoa to operate the proj-
ect.

"Normally these 221D3 proj-
ects are run by non-profit orga-
nizations and ministers," Raw-
son explained. "To make ago of
it the manager has to be a real
hard-nose, and the clergy often
find it difficult to baptize people
one day and throw them out in
the street the next."

Carrot and stick. Rawson and
Daniel sought out a Chicago
property-management firm,
Curtis-Dodd, and together the
group drew plans to save Eden
Green.

A mortgage work-out pro-
gram was devised, and the FHA
agreed to an assignment of the
mortgage to the Antioch-Real-
coa limited parmership.

Just as significantly, it was de-
cided to take a no-nonsense at-
titude with tenants. But Daniel
was also ready to use a good bit
of psychology in instilling in
the tenants a desire to preserve
and improve their homes.

While lawyers worked to
ward off foreclosure and Rawson
concentrated on winning per-
mission for rent increases, Dan-
iel returned to Eden Green with
a new philosophy.

Using the project's meeting
rooms, Daniel preached the sort
of hellfire and damnation that
let it be known that vandalism

and rent delinquency were no
longer appreciated. New rules
called for payment of rent the
first day of the month, a five-day
court notice sent on the second
day, and ultimately a money
judgment from the courts that
would shatter the credit ratings
of any non-payers.

Evictions and education. To
make his point, Daniel booted
out several of the tenants
responsible  for  vandalism
and/or nonpayment of rent.

"Butahard line isn't enough,”
said Rawson. "Many tenants
just can't comprehend the man-
ager's costs and look at him as
some kind of feudal land baron
who's pocketing $90 out of
$100. Somehow you have to win
their cooperation.”

To create an awareness of
costs among tenants, Curtis-
Dodd wrote letters providing
full disclosure of Eden Green's
expenses.

"Many low-income tenants
had no idea that gas can cost
$18,000 or that the monthly
mortgage payment can be $50,-
000," explained Curtis-Dodd's
President William Lynch.

"They thought you were
stealing all their money unless
you made them realize just what
costs were."

Answer to vandalism. The let-
ters were supplemented by a
newsletter. Both it and the let-
ters invoked social psychology
to convey the idea that, when
damage occurred, it would raise
rents.

"What we were saying," said
Rawson, "was that anyone dam-
aging the complex was raising
his and his neighbors' rent.
When people began to think in
these group terms, vandalism
became very unpopular.”

In fact, Eden Green's rents
wereupped$15 or$20in August
1973 to cover operating costs.

Tenants responded, as have
many other federal project ten-
ants, by protesting to the re-
gional HUD office.

"But at the time that they
were protesting we imple-
mented several improved opera-
tional programs and wedid itin
ways that the people couldn't
help but see/' said Rawson.

Improvements. First off, Real-
coa put uniforms on all building
engineers so they were easily
identifiable—and so they could
have a feeling of pride and iden-
tity.
A playground was set up and
a day-care center was opened.
The security force was increased
with trained guards equipped
with portable radios.

"The rent protests faded,"”
said Rawson, "and another in-
crease of $12 to $20 was decreed
in July 1974 with little protest.”

Better managing. Less obvi-
ous to the tenants, Eden Green
updated all files, established ac-
cepted accounting practices and
produced a demographic break-
down of residents. Credit and
police reports were required on
all new tenants.

By last March rent delin-
quency had dropped from 35%
to 12%. And instead of vacan-
cies, Eden Green has a waiting
list.

"This happened despite the
fact that only two blocks away
is the world's worst apartment
complex, where conditions are
so bad that even the city bus ser-
vice through the area had to be
discontinued," Rawson added.

HUD's view. "The govern-
ment programs will work," said
Director John Waner of HUD's
regional office in Chicago, "but
it's up to the manager to make
them work. | wish | had the au-
thority to ask for the keys from
people who destroy property.
But | don't have that authority.

"That means the landlord has
to do the job—which is exactly
what's not being done in most
cases."

While there are those housing
experts who thi