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Foster City: To the brink
and back to fiscal health

Do-it-yourself land development is alive and
healthy in the San Francisco Bay Area.

Not that many of the 9,500 residents of
Foster City would recommend the route
they are taking to become a city both politi-
cally and physically. But their method is
working, and they now seem reasonably cer-
tain of success after a brush with disaster.

T. Jack Foster & Sons planned Foster
City on a near-luxury level and a semi-mass
scale, with king-sized profits as a goal. Tight
money, to which the developers’ bond-in-
terest pyramid was vulnerable, and litiga-
tion, the ultimate anathema for municipal
bonds, threw the entire scheme into jeop-
ardy.

But the future looks brighter. Success has
received an $11-million vote of confidence
in the form of a land purchase by a big
apartment developer. The L.B. Nelson
Corp. of Palo Alto has just bought Foster
City's last 219 acres of apartment-zoned
land and has disclosed plans for an $80-mil-
lion project. Construction begins in April,
and 4,500 units will be completed in three
years.

The entry of Nelson, 10% of which is
owned by the American-Hawaiian Steam-
ship Co., provides Foster City with a mo-
rale booster to counteract the loss of a buyer
last summer. Centex Corp., the big Dallas
builder-developer, negotiated for much of
the open land but then backed away.

Nelson’s activity will not put Foster City
back on schedule: its original blueprint
called for 35,000 inhabitants by 1971. But
the apartment deal will help solve one of
the community’s biggest problems, that of
enlarging the tax base.

Dream vs. reality. Foster City was a
dream that very nearly came true, and it
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must still be counted a success on balance.
But somewhere along the line enough went
wrong to create a lagoon of enmity between
the developer and the people who bought
the houses. The half-billion-dollar project
very nearly fell apart, spewing foreclosures
(now $35 million in FHA homes) and bank-
ruptcies all over the 2,600 acres of re-
claimed tideland on the western edge of the
Lower Bay.

Location was just about the only thing
going for the marsh at the San Mateo end
of the bridge from Hayward. Precisely be-
cause the site looked so forbidding to build-
ers, Brewer Island had remained a mixture
of hay fields and salt evaporation ponds.

But to T. Jack Foster the island was a
challenge that brought him out of semi-
retirement into active development. The
physical problems were immense, but the
tideland yielded and Foster City became a
reality (There is no such thing as unbuild-
able land, n&H, Nov. '65). When Foster
died in March 1968, sons T. Jack Jr.,
Robert, and Richard continued the develop-
ment.

The earth could be moved (17 million
cubic yards of fill) and the sea could be
swept away (by draining it into a lagoon
system on the island), but other problems
arose: tight'money and a loss of public con-
fidence.

Bizarre financing. Foster City was un-
usual in its financing as well as its physical
aspects, and there lay the root of its dif-
ficulties.

Brewer Island, which the Fosters bought
for $5 million, was unincorporated acreage
in San Mateo County. Instead of using cus-
tomary construction lenders for the bulk of
front-end money, the Fosters created a tax-

THE GOOD LIFE was promised by Foster City plan (above) and has been
realized on Island of Blue Lagoons, (left) where noisy power boats are banned.

levying entity that could borrow to finance
its own development.

This method is illegal in the East, but has
a history of use in California’s land-reclama-
tion and agricultural developments. Its ap-
plication to a large residential-commercial
venture was, however, unusual in the ex-
treme.

The Estero Municipal Improvement Dis-
trict was created by special legislation in
May 1960 and activated four months later.
Tt offered the first issue of its presently out-
standing $63.86 million of bonds on June 6,

1961.

The bond plan might have worked well
but for one consideration. Interest was to
be funded by the issue of more bonds, a
process that was to continue until the Foster
City tax base was large enough to support
the debt load.

But Foster City ran headlong into tight
money. From the first issue in 1961, which
got its only bid from the Fosters' long-time
lender in Dallas, Republic National Bank,
the bond financing never came easily.

After the credit crisis of 1966, Estero
offerings were either withdrawn from the
market or placed via negotiation. The last
issue, on Oct. 28, 1968, was sold to the
Bank of America at a 7% discount on top
of a 6% coupon.

Estero bonds have never been rated
higher than B, and this lack of bank eligi-
bility means that the B of A cannot count
them as assets for bank examinations. One
source said the purchase was as much an
effort to sustain local enterprise in the
bank’s home town of San Francisco as to
increase its investment portfolio.

One buyer's revolt. Besides tight
money, the development was put under
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what T. Jack Foster Jr. himself describes as
a “considerable cloud” by the lawsuits of
one unhappy buyer.

One W. S. Cooper bought a $35,000
waterfront residence in 1964, and by 1966
he was waxing indignant over rising taxes
and the discovery that his land was a lease-
hold that would revert to the Fosters in 75
years. The ownership restriction applied at
that time to waterfront locations.

Cooper went to court, and although he
got nowhere legally, the interminable litiga-
tion undermined faith in the project. The
U.S. Supreme Court denied a hearing re-
quest on Oct. 15, 1969, but in the mean-
time public confidence had eroded. Even
professionals were leary of the project,
recalls one Bay Area mortgage man,

And then rebellion. The suits aroused
discontent among other residents, who be-
gan to call themselves “Foster children.”
They had watched taxes rise faster than
expected without what they considered a
fair voice in the matter, for the 1960 act
creating the Estero District set up a board
of directors elected, not by residents, but by
landowners. That meant the Fosters.

As the bond debt rose and the lawsuits
raged, issues between the citizens and the
Fosters became emotional (photo, above).
The developers began to give ground.

The Fosters abandoned insistence on 75-
year leaseholds for waterfront lots in 1967
and began to sell in fee simple. And in 1968
a land-only tax was substituted for a levy
on both land and improvements. This trans-
ferred much of the tax load to the devel-
opers, and they are now paying two-thirds
of the district’s budget. The Fosters’ tax bill
was $312 million last year.

Crisis period. What financial strain all
of this put on the Foster partnership is not
a matter of public record, but it is no secret
that the developers have sought to sell land
instead of holding it.

Figures reflecting the overextension of
the district are plentiful. Residents managed
to call a halt on bond issues after the sale
to B of A in October 1968, but by then
their obligations had reached $63.86 mil-
lion. Debt as a percent of true real estate
value had declined from its 102.6% peak,
but it still stood at 35.3% compared with
4% for San Mateo County. More than $9
million of interest had been funded, and
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SEVERE PROBLEMS hit the would-be paradise an
residents fought for political power (above). Atmosphere is more cordial today.

emotions

ran high wﬁ;

residents could envision their debt climbing
still higher while the ability to borrow and
to fund interest was evaporating.

Turning point. But the crisis passed.
The 1968 bond issue met immediate finan-
cial needs, and the shift to land taxes per-
mitted the district to change from funding
of interest to cash payment from taxes. It
would no longer be at the mercy of the
capital markets,

With land reclamation 80% complete,
general obligation bonds will be issued only
if they appear to be advantageous. Tax rolls
are increasing as builders bring more houses
on the market, and the Fosters are carrying
the big load in the meantime,

One builder says it is now quite possible
that Foster City will have the unusual ex-
perience of lowering its taxes.

Residents in control. The long fight
has given Foster City’s citizens a taste of
power and a do-it-yourself attitude toward
running their district. The Foster City Com-
munity Association shifted into high gear
in 1967, when it was instrumental in per-
suading the legislature to amend the 1960
act creating Estero. The amendment en-
larged the board of directors from three to
five and provided for a transition to com-
plete control by voters, not landowners, by
1971. The association already holds three
seats.

RECENT PURCHASE of available apartment-zoned
land (in red) by L.B. Nelson Corp., of Palo Alto,
may add 10,000 residents by 1973,

l__:. |

MASTER PLAN called for 35,000 by 1971, Foster City’s 9,500 residents find life
agreeable, despite such construction delays as at Town Center (above),

o
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Now, according to board member Wayne
A. McFadden, a major aim is to win per-
mission to incorporate as a city.

Lessons. Better communication between
developer and public could have obviated
some headaches. Jack Foster's own state-
ment that most of the public does not un-
derstand realty development suggests that
not enough effort was made to explain it.

But no amount of explaining would have
overcome the major hurdle at Foster City
—its financing.

Critics say the funded-interest financing
was planned to maximize profit. The Fosters
say it gave buyers more for their money.

Both are correct. Fixed debt that can be
carried to a project’s completion permits
the developer to reap all rewards. Equity
financing, now modishly called a piece of
the action, rewards the lender instead. Debt
financing, if interest is low, is cheap com-
pared to what lenders ask for taking real
estate risks.

If low-cost municipals could have been
used, with debt kited by funding it with
future bonds until a viable tax base was es-
tablished, everyone might have come out
ahead.

The fallacy. Revenue bonds normally
provide enough money for their own in-
terest during construction of bridges, or
roads, or utilities. Such projects are com-
pleted in three to four years, however, and
begin earning their way. Expecting the capi-
tal markets to absorb a score of pyramided
bond issues over a decade is expecting too
much: the building of such an ambitious
community as Foster City takes time.

The reception accorded Estero’s first is-
sue of pseudo-municipals should have pro-
vided a clear warning. The sole bid, at a
high rate, came from the Fosters’ longtime
lender. The bank was apparently looking
at the family’s credit worthiness rather than
at the quality of the bonds, and it was cer-
tainly not looking down the road to all those
future issues.

There is one major hero in Foster City—
the same one that has bailed out many a
California builder with grandiose ideas. As
Jack Foster and McFadden agree, Foster
City owes its success to inflation.

—JENNESS KEENE
McGraw-Hill World News, San Francisco
NEWS continued on p. 6
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continued from p, 5

Final tax-reform bill swings a heavy blow at real estate

That can of tax-reform worms that emerged
from Congress last year, and which Presi-
dent Nixon described as partly good and
partly bad, was mostly bad for real estate.

While minor compromises were won by
the real estate lobby, the industry still will
pay an additional tax tab of $930 million a
year by 1979. That is just slightly lower
than the figure in the House legislation, and
that was considered a crushing blow to
realty investment.

Even after winning a major victory in
the Senate, to restore the 150% depreci-
ation method for existing apartments, the
real estate industry was beaten back in the
House-Senate conference. The panel de-
cided on 125% for buildings acquired after
last July 24, or where there were binding
contracts executed before July 25.

Bennett: “A racket.” Congress was
out to “get rid of the loopholes,” and, from
all indications, real estate was a prime
target.

In the words of Sen. Wallace Bennett
(R., Utah), “the development of double
declining balance depreciation and it appli-
cation to real estate has developed into a
racket . . . It has created an automatic, built-
in, extra-fat basis for capital gains on the
rapid turnover of real estate.

“Much real estate is now being sold as a
tax gimmick rather than as real estate. I
think that this is one loophole that the com-
mittee will not open up again.”

The Senator’s thoughts did prevail—as
existing real estate with a 20-year useful
life expectancy was denied the double-de-
clining method and reset at the 125% com-
promise level.

New apartments. Congress did not
tamper with investment for new apartment
building, which will still get the 200%
double-declining balance and sum-of-the-
digits methods. However, new nonresiden-
tial building will be limited to the 150%
method, and used commercial building will
now be limited to straight-line,

In the case of all other real property, the
1% per month deduction would have ap-
plied after the property had been held for
10 years. Under the final bill, however,
the “all other” holding period was deleted.

Investment in rehabilitation of residen-
tial building for low- and moderate-income
families won some tax breaks in the final
reform bill. As proposed originally by the
House, the bill provides for a five-year
writeoff for capital improvements on such
properties—but these would be subject to
the same recapture provisions as for resi-
dential apartments.

The rehab cannot exceed $15,000 per
dwelling unit in the aggregate, and the
total rehab spending over a two-year period
must be more than $3,000 per unit. This
provision will expire Dec. 31, 1974.

Aid to U.S. programs. The subsidy pro-
grams of the Department of Housing also
got special treatment. Sections 236, the
interest-rate subsidy program for apartment
units; 221d3 rent supplement, and other
subsidized projects where profit is limited,
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will retain the 200% double declining bal-
ance method. Moreover, these will be sub-
ject only to the recapture rules existing prior
to the enactment of the 1969 tax-reform
legislation.

In addition, if the sale of such subsidized
projects is to a nonprofit institution or to a
cooperative, capital gains taxes are set aside
if the seller reinvests the proceeds in a
comparable project.

Criticism. The National Association of
Real Estate Boards is not happy about the
outcome of the bill. Realtor Don Dixon,
chairman of NAREB’s Realtors’ Washington
committee, said he is surprised at “the harsh
treatment by the conferees.”

Dixon said the amendment in the Senate
restoring the 150% depreciation method
for existing residential structures had been
“scaled down . . . in order to win Treasury
support.

Real estate interests were particularly
hard hit by the provisions relating to re-
capture of excess depreciation, which now
requires total recapture of excess deprecia-
tion over straight line. This would apply to
acquisitions on which there is a binding
contract in force after July 24, 1969,
and for the initial 100-months of the hold-
ing period.

At the 101st month, the recapture pro-
visions change. The percentage of excess
depreciation recaptured as ordinary income
starting with that month is reduced by 1%
per month.

For nonresidential building, the Congress
rejected any holding period. There is total
recapture of excess depreciation as ordi-
nary income without regard to how long the
nonresidential structure is held.

An advantage lost. The Senate would
have eased the recapture provision some-
what, by providing for the 1% per month
reduction in the amount to be recaptured
after the property had been held for 60
full months in the case of residential
housing.

“Whether the Treasury hedged on its
support in conference or whether the Dem-
ocratic Congress decided that it, and not
the Treasury, would call the tune, the final
result was a disappointment to many in the
industry who were banking on the conferees
accepting the amendment.”

Dixon noted that while it is “true, some
forms of accelerated depreciation are re-
tained,” much of the incentives that moti-
vated the investors in real estate have been
substantially diluted.”

Forecast of slowdown. In an NAREB
survey of Realtors and other allied industry
representatives, much the same conclusion
was reached. Realtor Wallace R. Wood-
bury, chairman of NAREB's federal taxation
subcommittee, said the tax measure will
result “in a slowdown of industrial and
commercial development.”

He forecast the slowdown will probably
begin to be felt in about six months. The
Mortgage Bankers Association said that
the tax bill as a whole, “reflects little of the
government’s national intention. to halt
inflation.”

The tax legislation’s impact on real es-
tate interests did not stop with restrictions
on accelerated depreciation. The bill places
a limit, starting Jan. 1, 1972, on interest
deductions incurred to buy or carry invest-
ment properties. The limit will not apply to
debts acquired prior to Dec. 17, 1969, or
for debt incurred on or after that date but
on which there was a binding contract in
force prior to Dec. 17.

Net leases affected. While interest on
rental properties would not be affected, net
leases will come under the new law, and
taxpayers will be able to write off just 50%
of the interest above $25,000. This limita-
tion will apply to partnerships at the part-
ner level, individuals and sub-chapter S
corporations at the shareholder level.

The NAREB leaders offer this example of
how the interest write-off will work:

Assume six partners involved in a net
lease with interest deduction of $300,000.
The pro-rata share of each partner would
be $50,000 in interest deductions. Each
partner would therefore suffer a disallow-
ance of $12,500 in interest. A carryover of
disallowed interest is permitted, and it can
be used to offset investment income (and
capital gains) in subsequent years.

Minimum tax. The one other major
blow to real estate investors came in the
minimum tax provision of the legislation.

While the final version did ease the sting
somewhat from the provisions of the House
bill, the limit on tax preference and alloca-
tion of deductions will still be felt by those
using accelerated depreciation.

Under the amendment for minimum tax,
all preferential income items—including de-
preciation taken in straight line—is reduced
by 30,000 plus the taxpayer's regular fed-
eral income tax. This balance of preferen-
tial income is then taxed at a 10% rate.

—ANDREW R. MANDALA
Washington

Atlanta conglomerate buying
land developers in Florida
Fuqua Industries, Atlanta-based conglom-
erate, announced plans to acquire two land
development companies in Florida for un-
disclosed cash and common stock. They are
Haft-Gaines of Fort Lauderdale and Mag-
nuson of Miami. The two are expected to
add $3.5 million to Fuqua's earnings which
were $9.2 million in 1968,

NEWS continued on p. 10
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Peachiree Uoor ca
introduces the lowest

priced wood-framed
patiodoor in the wor

People, us included, have been mak-
ing aluminum-framed and wood-
framed patio doors for years. Each
type having its points. Aluminum
doors costing less and requiring no
upkeep. Wood doors having a warmer
appearance, conducting less chill in
winter and less heat in summer. But
costing far more than metal, ruling
out their use in many houses and
most all apartments.

Peachtree Door has changed all
that. Now we have a door with the
economies of aluminum, made out of
wood. The least expensive wood-
framed patio door in the world. But
still a Peachtree Door. So there’s
nothing cheap about it.

The wood is straight and strong
and is pre-finished with our exclusive
Neutrakote that makes it need no
paint or anything else for years.

There’s handsome hardware and a locking system Houdini couldn’t jimmie.
Screens that won’t jump the track with wire that can’t be pushed out of the
frame no matter what.

Citadel 140 is absolutely weather-tight. Single Plane Perimeter Weatherstrip-
ping surrounds the door with no gaps and the sliding panel is mounted in front
of it. The more the weather pushes against the door, the tighter the seal, the
more snug the door.

Here is one of the finest glass sliding doors in the world. With a price-tag so
low that it’s misleading.

Send for the new Citadel 140 brochure, which should be back from the printer
by now. Learn where to get the lowest priced wood-framed patio door in the
world—and exactly how low the price 18.

Citadel 141

PEQCHTREE DOORS INC
Box 19682 « Atlanta, Georgia 30325

Copyright© 1970 Peachtree Doors Inc

Circle 64 on Reader Service card 13
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These are the houses that Jim Ryan,
the Kennedy Brothers,and

Fox and Jacobs built.

These are the Andersen

windows that helped
them sell about 1400

of them last year.

The men who built and sold these houses live in
three different parts of the country. But they all share
one thing in common.

A preference for Andersen windows.

Jim Ryan in Columbia, Maryland, builds many
traditional homes in the $22,900 to $50,000 range.
His favorite Andersen window is the Perma-Shield®
Narroline* (That's our new double hung—with a
unique combination of rigid vinyl and new polyeura
factory finish. Doesn’t need painting for at least

10 years.) Customers love them. So does Jim Ryan. ..
““We never have service problems with Andersen."

The Kennedy Brothers in Chicago specialize in period
homes (French Colonial, American Colonial, and
Italian) in the $75,000 bracket. They like the fact that
Andersen winidows come in 6 styles and hundreds of
sizes—which gives them the freedom to use our
windows as “‘architectural design pieces. ..

almost as conversation pieces. "

Fox and Jacobs (down Dallas way) specify andersen
windows in all their homes from $25,000 and up.
As far as they’re concerned, every “‘quality
customer” deserves the finest windows in America.

To learn more about why the best builders prefer
Andersen, check your Sweet's Catalog. Or see your
nearest Andersen dealer or distributor.

Andersen Windowalls

Window Beauty is Andersen
ANDERSEN CORPORATION = BAYPORT, MINNESOTA 55003



1 and 4. Builder: Fox & Jacobs Construction Co., Dallas, Texas. 2 and 5. Builder: Kennedy Brothers, Chicago,
lllinois. 3 and 6. Builder: James P. Ryan Company, Baltimore and Columbia Md., Washington, D.C.
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continued from p. 12

Flight of s&L funds signals new woes for housing

Disintermediation is still the name of the
game.

Once upon a time the public, color it un-
sophisticated, put its money in banks and
savings and loan associations, color them
intermediary institutions. These intermedi-
aries then lent to borrowers. Among bor-
rowers, color mortgage men last at the post.

But in the credit crisis of 1966, rates rose
high enough to attract attention, and the
public learned what the very rich had al-
ways known: direct investment brings a
higher yield than any institution can pay.

As more savers learn this, the problems
of mortgage lending institutions increase.

The battle for savings. Institutions
fight for funds. First Pennsylvania Bank &
Trust of Philadelphia has offered 7% % on
30-month certificates and sliced them into
$100 units. The pitch to small savers got
off to a good start and promises to help pull
the rug from under the 6% s&L certificate
just authorized by the Federal Home Loan
Bank Board.

Net loss by associations in July 1969 was
$1.1 billion nationwide, and early Jan-
uary losses were approaching this level.
A big minus factor was the heavy load of
maturing certificates of deposit. Some $19
billion of the $134 billion held by s&Ls were
in maturing certificates.

Protecting these funds was one aim of
the 6% certificates. But their effectiveness
will be limited by their size, units of

Housing’s issues sit out
Wall Street new-year rally

Losses among mobile homes and s&Ls kept
House & HoME's index of 25 housing stocks
off the elevator that gave most Wall Street
issues a new year's lift. The housing index
sidled from 350.64 to 351.88. Here's the
composite index.

How the top five did in each category:

HOUSE ¢ HOME
VALUE INDEX

OF 25 BUILDING STOCKS
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$10,000, and the requirement that funds be
on deposit as of Dec. 15, 1969. Some s&L
men have already criticized the new instru-
ment—called special housing certificate of
deposit—as an inadequate and expensive
way to hold funds.

Special problem. In California there
was an added difficulty: out-of-state money.
Nearly a fifth of the $23.9 billion of s&L de-
posits there was subject to recall by deposi-
tors who never make contact with a teller or
association officer.

Not only were out-of-state funds a worry,
but the vulnerability of 5%2 % certificates
unique to California caused concern. Late
in 1966, California associations were able
to top competition across the nation, and
their quarter-point advantage is now coming
home to roost. Although most of the 5'2s
have matured, many have remained on S&L
ledgers. The recent flurry of news about
high returns from direct investment caused
anxiety.

One banker tells of a customer who asked
for “Dutch Mills,” the name of a local
candy chain. Corrected, she instantly recog-
nized the name Fanny May as what she had
heard paid a high rate of safe interest.

S&L borrowing. Associations can add to
loanable funds by drawing on their Federal
Home Loan Bank, and the loss of deposits
is forcing s&Ls to line up at their discount
window, even though these advances now
cost 8%.

Advances in the 11 months ending Nov.
30 rose to $8.7 billion nationally. This was
a rise of $3.5 billion, compared with a new
savings gain of only $2.9 billion.

The high cost of advances is placing up-
ward pressure on mortgage rates. In Cali-
fornia, 9% is a common figure.

This is up a point or more from a year
ago, and further increases are expected by
some lenders. To the high cost of savings
and advances, officials add the low return
on seasoned loans and get the obvious re-
sult, lower earnings.

This pressure on earnings can be relieved
only by higher loan rates. But as rates go
up, the volume of loans goes down. The
effects of rising mortgage rates can be seen
most clearly in California, where loan ac-
tivity was in almost steady decline during
1969. In January, $338 million of mort-
gages were written by California saLs, the
high figure for the year. By October this had
fallen to $279 million. In November it
reached $227 million. And the trend was
expected to continue,

The future. The strains caused by ma-
turing savings certificates are expected to
case by midyear, but the outlook for easier
home finance is not bright. Housing starts
will probably drop to an adjusted annual
rate of less than one million. This would
be the lowest since late 1966, when the
evaporation of credit cut the rate below
900,000.
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Elegant
life saver!

Put our Lever Handles in your next model home and watch
how many hands reach out, touch, caress. It's irresistible!

And . ..they save lives. All Weslocks are panic-proof. They lock
people out, but never in. One instinctive turn of the inside
knob unlocks and opens the door.

Beauty and common sense safety. We're not about to settle
for anything less. Are you?

WESLOCKe

The NEW Leader in Lock Ideas!
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An Occidental Petroleum shakeup-
and it’s Ben Deane’s turn to leave

Occidental Petroleum Corp. has
taken a big step toward getting out
of homebuilding by combining its
building division, Deane Bros.
Inc., with Monarch Investment
Corp. in a single subsidiary to be
called Occidental Petroleum Land
& Development Corp.

Ben Cady Deane resigns as
president of Deane Bros. but re-
mains as a consultant. Lawrence
E. Kagan, president of Monarch,
becomes president and chief ex-
ecutive of the new subsidiary.

Occidental vigorously denies
any retrenchment of its home-
building activity. Executive Vice
President Tom Wachtel insists:
“No homebuilding plans are
changed. All projects that have
been under consideration are still
under consideration. We plan as
rapid a growth as possible.”

But several industry sources in-
sist that Occidental has been look-
ing for a way to divest itself of its
homebuilding arm. The corpora-
tion's venture into housing has
been highly disappointing.

The acquisition of Deane Bros.
in 1966 had seemed to be a golden
opportunity. In the previous 20
years the Deanes had developed
their company into one of the in-
dustry’s most successful, and sales
in 1965 had topped $67 million.

But Occidental merged its S.V.
Hunsaker homebuilding subsidiary
into Deane Bros., and Hunsaker
had a history of serious trouble.
Occidental apparently believed the
Deane brothers could turn the op-
eration around, but the turnabout
never came.

Deane is remembered as one of

Eastabrook

DEANE BROTHER BEN
A veteran builder steps down

California’s most innovative build-
ers, and House & HoME honored
him as one of the industry's Top
Performers of 1967 for his devel-
opment of the garden kitchen and
the garden house, both radical new
departures in home design (NEWS,
Dec. '67).

Deane’s departure was amica-
ble, although he insisted that he
was resigning while Occidental an-
nounced his “retirement.” Brother
Jim Deane left Occidental only a
month ago (NEws, Jan.), and he
and his son William plan to de-
velop an 8.000-acre property in
Half Moon Bay, south of San
Francisco.

Occidental reported meanwhile
that it would pay $60 million in
stock to acquire the Charter Co.
of Jacksonville, Fla., a financial
and mortgage banking combine
headed by Raymond K. Mason.
The new parent will merge charter
into Occidental Land.

—MIKE MURPHY
McGraw-Hill News, Los Angeles

New-town expert finally finds new town

It's Fort Lauderdale.

After a four-year search for
the ideal site for an electrified city
of tomorrow, George T. Bogard
has left General Electric and
gone off to join the Behring Corp.
in Florida. -

His departure signals GE's final
retreat from the new-town fron-
tier.

As the company’s new-town ex-
pert, Bogard has toured the nation
speaking of a shining city of
100,000 souls, and he had in-
spected dozens of sites. But GE's
enthusiasm waned on reports of
lackluster results in several exist-
ing new towns, and it indicated
last spring that it was shelving the
dream project.

Now Bogard, a 35-year veteran
with the company, leaves GE’s
Louisville office for a post with
Behring, a builder with head-
quarters in Fort Lauderdale. He
becomes president of the newly
organized Behring Development
Co., a merger and acquisition sub-
sidiary, and a vice president of the
parent.

From looking for townsites,
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Larry Spitzer

BEHRING's BOGARD
Home is the explorer

Bogard turns to a search for bite-
sized acreage. His assignment is
to acquire and develop land and
negotiate with builders who can
absorb Behring's Modiflex line of
modular houses, due in June.
President Kenneth E. Behring
was gleeful at landing Bogard:
“George will add a substantial
amount of corporate expertise. He
is one of the best known men in
the national realty field.”
"Builders know Bogard as the
architect of the electric industry’s
Medallion Home program, which
promotes electric service in new
houses. NEWS continued on p. 20
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the many faces
of Majestic

There is a Majestic fireplace to enhance any room in any home
regardless of the size, location or fuel preference. Majestic
factory-built fireplaces are easier to install and adaptable to
varied requirements . . . . and readily available from coast to coast.

Choose the Majestic® Thulman® wood-burning or Gasilator®
gas-fired models for all styles of custom-finished fireplace instai-
lations. No costly masonry or footers are required,

and Majestic pre-built basic units, flue components
and chimney tops can be quickly assembled and in-
stalled — even in multiple floor arrangements. Both
front and corner opening models, in a choice of sizes,
are available.

America’s Leading Fireplace Manufacturer

)\ Majestic 4

An American-Standard Company

The Majestic Contemporary free-standing fireplace

— in a choice of decorator colors — is a natural for the family
room, den, basement or vacation home. It, too, is factory-built, and
either wood-burning or gas-fired models are easily connected to
an existing or prefabricated flue. Optional solid base or tapered
legs is but one of the exclusive features of this unique fireplace.

Majestic wall-hanging electric fireplaces, in a selection of
styles, are decorative and ideal where space is limited and other
fuels are impractical. Heating models have circulating fan and
built-in thermostat.

Get the full Majestic story by writing for details on styles, sizes
and installation benefits on fireplaces for every situation.

The Majestic Company, Huntington, Indiana 46750.
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House transplants: all those demolitions aren’t demolished

Moonlighting builders and full-time house
movers are making money by moving en-
tire houses out of the way of the wreck-
ing ball.

And while preserving houses slated for
demolition by roadbuilders and others, the
movers are casting doubt on some outsized
predictions of housing demand. Many fore-
casters measure demand, in part, by in-
cluding statistics on houses slated for dem-
olition by highway departments and other
agencies.

But perhaps 5% of the 300,000 houses
slated for demolition each year are moved
intact to new sites, rather than leveled.

(McGraw-Hill Economist George A.
Christie, whose 1970 housing forecast ap-
peared in House & HOME in January,
avoids use of demolition figures as ques-
tionable statistics, and he says house mov-
ing is of limited significance. Christie con-
cedes, however, that demolition estimates
figure prominently in several other econ-
omists’ projections.)

Profit for builders. No official figures
on house moving exist. No one even knows
how many house movers there are, though
some movers contend that there are “more
than 200 nationwide” and that the largest
move about three houses a week.

And that is only part of the confusion.
Homebuilders have learned of the profit

HOUSE MOVING is part of Pittsburgh builder Pat
Minnock's business. He bought 21 slated for demo-
lition, moved them and rented them out.

in house moving, and have moonlighted
into the business from time to time.

Some builders have leased special dollies
and jacks and have moved houses them-
selves for a fee. But professional movers,
who are not eager for competition, com-
plain that those builders do a poor job.
“This is a very specialized trade,” says one
mover. “I know builders who can’t even
move small, one-car garages without
wrecking them.”

Case study. Most builders, however,
approach house moving as a real estate
opportunity and leave the actual transport
to professionals. Here's a typical case:

Pennsylvania decided last year to build
a superhighway through Ivory Towers, an
eight-year-old subdivision north of Pitts-
burgh. Twenty-one houses were go.

Builder Patrick Minnock, who is still

developing a corner of Ivory Towers, saw
a chance to rescue these houses at a profit.

Government officials, with power of
eminent domain, bought the houses for
$15,600 to $20,000. But after urging by
Minnock, each owner exercised his right
to repurchase his home for about $500.
The owners then sold their houses to Min-
nock for $500 to $800, and Minnock got
busy moving the houses intact onto his
empty lots nearby.

Everyone benefitted. The government
took title to a clear site with a minimum
of expense. Under normal circumstances,
the government must hire someone to
demolish the existing houses.

The original house owners made a few
hundred extra dollars by rebuying their
houses and then immediately selling them
to Minnock.

And Minnock got 21 houses for far less
than the $30,000 each it would have cost
to build them today.

The moving, nevertheless, was expen-
sive. For example, Minnock paid $18,000
to raise electrical and telephone wires so
the houses could be moved. He also paid
a professional mover for actually moving
the houses.

Minnock’s total expenses were about
$136,500, or $6,500 a house,

NEWS continued on p. 24
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AMERICAN FOREST PRODUCTS

Only the name is different. The quality
products, the prompt service, the friendly

salesmen you’ve known for years are the same.

Manufacturers and distributors of lumber,
plywood, millwork and other fine products

for the construction industries. Since 1910.

AMERICAN FOREST PRODUCTS

CORPORATION

Tarter, Webster & Johnson Division P.0.80x 3498, SAN FRANCISCO, CA. 54119
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The Fulton as built by Heritage, Inc., Asheville, N.C. Copyright©® Boise Cascade Corporation 1970

How the Kingsberry Man
helped Ken Partin start abusiness
that builds 150 houses a year.

When Ken Partin decided to go into the building business, he needed a big assist from
the Kingsberry Man. As a Realtor, Ken had sold many Kingsberry Homes, but he

had never built one. No real problem. The Kingsberry Man made everything

simple . .. guided Ken through the whole building operation, all the way from financial
plans through merchandising the finished product.

Result? In recent years, Ken Partin has built more than 600 Kingsberry Homes. Sure,
he knows a lot about construction now. But he still depends on the Kingsberry Man in
many ways. Says Ken, “Growth presents new financial and management problems—
all of which the Kingsberry Man helps us solve. This, together with the efficiency and
quality of the Kingsberry package,
has enabled us to increase our
production every year.”

You can do the same. Just mail the
coupon. The Kingsberry Man will be
in touch with you.

RINGSBERRY HOMES

BOISE CASCADE CORPORATION
61 Perimeter Park East, Atlanta, Georgia 30341
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|
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|

|

: Robert H. Welsh, Director-Marketing/Kingsberry Homes/Dept. HH-2
I 61 Perimeter Park East/Atlanta, Georgia 3034 1/(404) 458-3241.

I Please send more information on the Kingsberry program and have the
l Kingsberry Man call on me. | presently have lots ready to build on
|

|

I

|

I

|

|

|

|

I have built homes and/or _apartments
during the past twelve months

Name

Firm

Address Phone

City State Zip

Kingsberry serves leading builders in 35 Midwestern, Mid-Atlantic, Southeaslern and New England states
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Guide book charts lending methods for mobile home parks

Today's housing spotlight is on the boom-
ing mobile home market.

While tight money cramps conventional
housing, mobile home manufacturers have
continued on their merry way. They turned
out 410,000 units in 1969, and will do
500,000 this year,

And while the credit crunch bears par-
ticularly hard on the under-$15,000 single-
family market, the mobile home industry
can tap this area of growing demand be-
cause production costs only $6 to $8 a
square foot. That compares with $10 to
$12 a square foot for low-cost conventional
units, although such comparisons are un-
fair to conventional builders because the
mobile home figure omits land costs.

Two recent gains have been particularly
helpful for mobile home makers. The $160-
billion savings and loan industry has entered
mobile home financing, and there is a new
Federal insurance program for mobile units,

Where to put them. The industry’s big-
gest problem is park space. Current produc-
tion is estimated at only one-third of de-
mand.

The increasing interest in the industry,
the lack of familiarity with it by many lend-
ers, and the need for additional parks, have
led Bankers Mortgage Company of Cali-
fornia to publish a study entitled “Mobile
Home Parks: A Lender's Guide.” The pur-
pose is to help institutional lenders evaluate
mobile-home-park financing,

More lenders are taking a closer look at
park financing. They have, as a rule, de-
manded higher rates, shorter terms, and
lower loan-to-value ratios than in apartment
financing. But Bankers Mortgage reports
that “in many cases, the mobile home park
may be superior in terms of debt-service
coverage, break-even occupancy ratio, and
various risk aspects. In time, with greater
knowledge . . . rates and terms may be ex-
pected to approximate more closely those
for other multifamily developments.”

The typical commitment to provide the
long-term financing for a park is usually for
60% to 70% of appraised value, or $2,500
to $3.500 per space. The term is normally
20 years for full amortization, with a 7- to
10-year prohibition on prepayment.

Higher interest. The rate runs % % to
12 % above the prime real estate rate for
a mortgage. If participation is required, the
formula is usually for 2% to 3% of gross
income (collected rents) plus the prime
real estate rate or slightly less.

Some commitments also carry holdback
features, with floor amounts of 85%, which
depend on an occupancy factor. (The fac-
tor is usually the break-even occupancy rate
or about 66% occupied.) A holdback pro-
vision, used occasionally in apartment house
lending, sets a floor amount to be funded
on completion notice, and the balance of
the commitment to be funded when break-
even occupancy is achieved—if achieved
within a year’s time.

This has created a special problem for
park developers, the Bankers Mortgage
study points out. It takes longer to fill a
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properly run park than an average apart-
ment house. “The long term success of the
park is dependent in part on the selectivity
exercised during the initial renting period,
and it is in the lender’s interest to assist the
park’s management in getting stable resi-
dents.”

The report suggests that lenders can help
by reducing the amount of the holdback or
by extending the expiration date of the com-
mitment so that management does not come
under heavy pressure to fill the park too
quickly.

The FHA program. The FHA now in-
sures loans on proposed parks meeting the
agency’s minimum property standards. The
amount cannot exceed the lesser of $752.-
000; or 90% of the FHA’s estimate of value;
or $1,800 per space ($2,600 in high-cost
areas). Terms cannot exceed 39 years and
3 months.

The rate is currently the 82 % FHa rate
plus an insurance premium of ¥2%. The
difficulties are the $2,600-per-pad or $720,-
000 overall ceiling and the complicated
application process.

The lender’s guide terms it critically im-
portant for a lender to make certain that
the chosen location can sustain the park.
The survey urges a market study to deter-
mine:

® Economic climate and trends.

® Delineation of the marketing area from
which the park will attract residents.

® The competition, including rent struc-
ture, vacancy rate of competing parks, type
of client served and rival parks’ amenities.

® An estimate of market demand for the
type of space to be supplied—a service-type

park, a housing-type park or a special pur-
pose installation such as those oriented to-
ward military camps or universitjes.

® A summary of parks proposed and al-
ready under construction.

® A summary of local authorities’ atti-
tudes toward zoning and more competition.

® An evaluation of the site.

This study should be a part of every loan
submission, the study says, and it adds:

“In addition to providing the lender with
an indication of how the project will fare,
it should substantiate the income appraisal
by justifying the rent schedule.”

Warnings. Lenders must estimate con-
struction costs and certify the land-purchase
price to arrive at a replacement cost, Bank-
ers Mortgage says. Offsite improvements
such as grading and recreational facilities
are critical to an accurate cost appraisal. If
fill or trenching is required, costs will soar.
The study urges lenders to go slow on loans
on excessively difficult sites.

As parks proliferate, competition will in-
crease. As with luxury apartments, ameni-
ties will determine which parks prosper. But
amenities raise construction costs,

Lenders will—and must—become more
familiar with techniques for financing both
mobile homes and parks. The Department
of Housing eyes this area as the salvation
territory for its 10-year housing goal of 26
million units. Many of these will be aimed
at low- and moderate-income families. And
with mobile homes already accounting for
89.8% of all low-income units, it would
appear that the mobile home and park in-
dustry will continue to increase for years
to come. —A. M.

Great Southwest expands into apartmentbuilding

Big and still growing, thanks to a diet of
merger and acquisition.

Great Southwest Corp. took a $20 mil-
lion step into apartment building with its
acquisition of the I.C. Deal Companies of
Dallas. The move will boost the diversified
land developer’s projected 1970 housing
output to 18,000 units.

Chairman Angus G. Wynne Jr. says
Great Southwest will trade 933,333 to 1.4
million of its shares for Deal, depending on
Deal earnings in the next five years. Deal
posted $55 million in sales for 1969, up
from $38 million the previous year.

Deal adds an apartment specialist to Gsc,
which already includes mobile-home build-
ers and amusement and industrial parks
spread over seven states.

Sale of Ring Bros. Monogram Indus-
tries of Los Angeles, a film and airframe
conglomerate, has entered real estate de-
v