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Maqison Pqrquet

in Azrock
vinyl asbestos
floor tile

It's designed to capture the charm of inlaid wood parquet.

And it does. . .for a fraction of the cost! With such a rich appearance
and such a low cost, you’ll want to use Maison Parquet in your

next homes or apartments. Maison Parquet has a wood-textured
effect that helps to conceal heel and scuff marks as well as

subfloor irregularities. Your home buyers will appreciate the
minimum care it requires. You will appreciate its adaptability

to any decor. Maison Parquet is available in 1/16” gauge,

12" x 12" size. In four attractive colors. Call your Azrock

flooring contractor today.

the best buy y
n “

For free samples, write Azrock Floor Products, 5428 Frost Bldg., San Antonio, Texas 78292




Only from Nulone

The Automatic
Garage Door
Operator System

backed bva

network of 1200
service centers.

Put it in and forget it. Fewer service
callbacks save you time and monevy.




Built-in Builder Advantages
with the Nulone
Operator System

1200 Service Centers — located sales personnel are available to Systems thi s Biiltell
throughout the U.S., with factory- help with planning or specific cgnsumetrha'?:gggtrancgl;g?;rnogu
trained service managers. Install problems. Added Sales Appeal — Th ;id d
with confi — . o = The adde
servic: Su(:)epr;f:_ you have full Reliable Brand Narpe — NgTone. convenience of a NuTone Garage
. Providing home builders with Door Operator has genuine appeal
National Distribution—Strategically dependable built-in products for to many prospective home buyers
located distributors stock all more than 35 years. A big sales “plus” for you. -
models, controls and accessories Nati . .
for immediate dellvery. ationally Advertised and . One-Man Installation — Takes little
Promoted — More than 18 leading time and effort to install. One man
Sales Help — Need information consumer magazines are can handle it.
quick? NuTone factory-trained advertising NuTone Operator

Choose From Three Models

NuTone 580 — Top of the line, with NuTone 575 — rugged ¥s hp motor, NuTone 570 — The economical

automatic reverse, time-delay light, built-in light, manual release, powerhouse. Safety and
reverse cut-off, smart styling. garage door lock. convenience package. Strong
Powerful ¥3 hp motor, Ya hp motor.

Plus These Homeowner Advantages:

Push-Button Convenience — A touch of the transmitter

and the door opens and the light goes on. Another

touch and the door closes and locks. The closed door

helps keep garage cleaner and improves your -
home's appearance.

Safety-engineered — Door automatically reverses or

stops if it strikes an object while opening or closing.

Security — Driver doesn’t have to leave safety or ‘
comfort of car, coming or going. And door remains
closed, helping keep garage contents secure.

It's NuTone for reliable, quality products . . . for
profit . . . for “'built-in"" service. See your NuTone
distributor. For his name, DIAL FREE: 800-543-8687
(in Ohio, 800-582-2030).

Nulone Housing Products

Madison and Red Bank Roads
Cincinnati, Ohio 45227
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NEWS/POLICY

Nixon plan to revamp mortgage industry given strong chance of success

President Nixon has now pre-
sented his plan for a complete
redesign of the country’s private
financial structure.

(A summary of the President’s
proposals appears on page 9.)

The thrust of the proposal—
that mortgage-lending thrift in-
stitutions should move toward
commercial-bank status for
their own protection in tight-
money periods—stands a sur-
prisingly fair chance of becom-
ing law providing Congress acts
before the President’s term runs
out.

T am gradually shedding my
initial skepticism on this,” says
a Capitol Hill source. “My guess
is it will go somewhere—but
slowly.”

While the changes the White
House proposes for thrifts com-
mand such a wide Washington
consensus that even such a
staunch Democrat as Repre-
sentative Wright Patman of
Texas appears in basic agree-
ment, the important point for
the housing industry is that they
would ease the lot of lenders
without doing anything at all to
reduce the extreme and finan-
cially induced boom-bust
swings in the actual production
of housing. For a transition
period, in fact, housing’s typical
feast-famine syndrome might
even be increased somewhat.

Housing. The president of the
National Association of Home
Builders, George Martin, criti-
cized President Nixon'’s propos-
als in the severest terms. The
changes, Martin said, “would
virtually destroy” the existing
system for financing housing
and would drive up interest
rates.

To this kind of talk, the White
House document outlining the
President’s intentions counters
that ““it is hard to imagine how”
its suggestions “‘could increase
the cyclical variability of hous-
ing.” Yet it also concedes the
basic point that “housing pro-

duction will not be made con-

stant over the cycle, nor should
it be, since the demand of hous-
ingis highly sensitive to interest
costs.”

The whole intent of the Pres-
ident’s proposals is to let mort-
gage rates share more readily in
the generalupward movement of
rates when money gets scarce,
even though White House offi-
cials expect that the price-ra-

tioning effect of high rates will
shut out a lot of residential con-
struction for the duration of such
periods.

Tax changes. The aim of his
program, the President said, was
to put commercial banks and
thrifts “on roughly equal foot-
ing” with respect to deposit
powers, lending powers and tax
burdens. Thrift institutions
would surrender theirspecial tax
advantage over banks, along
with the Y% % yield advantage
they currently have in attracting
consumer deposits. In return,
the thrifts would get wider
powers more nearly similar to
those of banks.

“"We're going to make damned
sure they don’t get the powers
until we get the tax side of this
done,” says Howard Beasley, the
Treasury economist who led the
team putting together the pro-
posals. They are based on rec-
ommendations offered earlier by
the President’s Commission on
Financial Structure and Regula-
tion under Chairman Reed
Hunt.

While much broadened, the
thrifts’ non-mortgage lending
powers would still be somewhat
curtailed. The thrifts could
make none of the commercial or
industrial loans that banks
make, and any non-mortgage
loans would be limited to a per-
centage of total assets.

The rationale for keeping
thrifts well short of full com-
mercial bank lending powers,
Beasley said, was to ensure that
people won’t say savings and
loans are completely out of the
mortgage market and to provide
for an orderly transition.

New S&L role. The chief goal
of the President’s package is to
discourage the concept of spe-
cialized mortgage lenders. How-
ever, Beasley would not be sur-
prised if, at a later stage, the
thrifts come back to Congress for
full powers to make business
loans. This would obviously
carry them to full commer-
cial-bank status.

Patman concludes, with the
President, that there is no future
forspecialization in an era when
small depositors’ funds are in-
creasingly sensitive to high
open-market yields. So the con-
gressman is already recom-
mendingthat “S&Ls and mutual
savings banks be permitted to
convert tocommercial banks. . .

TREASURY'S BEASLEY
Drafted President’s proposals

and make business and indus-
trial . . . loans.”

While some large S&Ls are
prepared to accept the Nixon
Administration’s bargain, the
potent lobbying force of the U.S.
Savings and Loan League proba-
bly will fight to keep Regulation
Q, even if it costs the industry
the checking-account powers it
covers to get into the new world
of electronic funds transfers.

Timetable. The mutual sav-
ings banks were pleased to see
that the package included a
chance for them to expand from
the Northeast to the rest of the
country via a Nixon proposal for
federal chartering. The S&Ls on
the other hand, will have several
chances to make their influence
felt in opposition. Congress’s
two tax committees will have to
move in tandem with the bank-
ing committees if the Nixon
package is to progress. Repre-
sentative Al Ullman (D., Ore.|,
acting for the ailing House Ways
& Means Committee chairman,
Wilbur Mills (D., Ark.), says the
panel “will not put a stamp upon
this unless other committees
act. Certainly it will take into
next year.”

But despite the S&L opposi-
tion, gathering momentum may
very well bring enactment of the
Nixon concepts. As doubts rise
about retaining specialized in-
stitutions, a severe credit crunch
might force the issue.

Futile stand. Says a congres-
sional source who agrees with
the Nixon proposals: “With or
without the protection of the
Regulation Q ceilings, there’s no
way S&Ls can win in a drag-out
battlewith banks. Soifa 1973-74
crunch is coming, S&Ls will be
the losers.” That would be one
of the real tripping mechanisms
toget the Nixon package moving
in Congress.

This source sees the Q barrier
as badly breached already, both
by the four-year no-ceiling in-
strument and by the controver-
sial NOW accounts in use in
Massachusetts and New Hamp-
shire. These, in effect, are inter-
est-bearing checking accounts
innovated by savings banks. The
Nixon proposals would enable
all institutions to offer them na-
tionwide.

Mortgage tax credit. To restore
money to the housing market
and to entice non-thrift lenders
to make mortgage loans, the Ad-
ministration will send to Con-
gressatax-credit plan. The credit
would be available to all tax-
payers and would equal a per-
centage of the interest income
earned onresidential mortgages.
To lock in mortgages as a big
share of portfolios, the credit
would increase according to the
percentage of mortgages to total
loans. It would be given only on
residential loans.

The question for a Treasury
Department eager to balance the
budget is: How big should the
credit be?

Should S&Ls get a full offset
for their loss of their special bad-
debt reserve?

Says the Presidential docu-
ment on financial changes: “If
the tax credit is set at a level
which does not alter the taxes
paid by thrift institutions, the
overall tax subsidy to housing
will be larger, since other inves-
tors will utilize the tax credit. If
the overall subsidy is main-
tained at the current level, thrift
institutions would receive less
of the tax subsidy, with other
holders of residential mortgages
receiving the remainder.”

Penalty plan. Patman’s ap-
proach would involve compul-
sionrather than ataxsubsidy. He
would require lenders, including
insurance companies and pen-
sion funds, to earmark a share of
investments for housing. Those
who didn’t comply would have
to deposit funds in a non-inter-
est-bearing account with the
Federal Reserve Bank of their
district, with the latter investing
in housing.

Congress may not choose
either route. But of the two, says
a government lobbyist, “I'd bet
on the tax gimmick over com-
pulsion.” —StAN WiLson

McGraw-Hill World News
Washington
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House & Home CONFERENCE ON
RESORT DEVELOPMENT OPPORTUNITIES

MEXI(O

Why you should attend

Because resort development in Mexico is on
the verge of an explosive expansion that could
make it the fastest growing and most profit-
able market in the world. And you may be able
to share in this market.

Consider these points
B Mexico is blessed with a superb elimate and
an abundance of magnificent coastal land—
most of it as yet undeveloped, and all of it
easily accessible from the U.S. and Canada

B The Mexican government wants this resort
land developed for the benefit of its own people
and economy—and is going to great lengths to
facilitate such development

B The rate of return on investments in Mex-
ico is extraordinarily high by U.S. standards
In a word, Mexico offers tremendous oppor-
tunities for the U.S. developer and the U.S.
investor

But to take advantage of these opportunities,
you have to know the rules of the game, and
that’s what you'll get from the group of ex-
perts—both Mexican and U.S. that House
and Home has assembled for its conference

6 H&H sepTEMBER 1973

You'll have the opportunity to meet
and talk with

Key Mexican officials involved in resort development
Mexican contractors and developers experienced in
resort development

Mexiean financial and investment leaders

Private owners of Mexican resort land

Mexican architeets, planners and attorneys

U.S. investors and developers interested in the
Mexican market

You'll hear from these and other experts

Maxwell C. Huntoon Jr.is Managing Editor
of House & Home, MeGraw-Hill’s marketing
and management publication of housing and
light econstruction. In addition he is the Diree-
tor of the highly successtul House & Home/
AMR seminars on Land Use, on Condominium
Marketing and soon will direet a new seminar
series on Reereational Development. Mr.
Huntoon is also the author of a recent bhook £
on land planning Russ Ballard, President of Salt-Ballard Pro
erties of Salt Lake City, began evaluatin
property in Mexico in 1969, received the firs
Mexican federal permit from the Foreign R
lations Department to establish a 30-year ban
trust on Mexican property in 1973, and no
has 356 acres with 3% miles of beach front i
full scale development at Mazatlan, Sinalog
Mexico.
Barry L. Bunshoft, an attorney with the firm
of Cushing, Cullinan, Hancock & Rothert of
San Francisco, is counsel for developers in es-
tablishing 30-year trusts for foreign beneficial
holding of real property in Mexico and all as-
peets of the dev vlopmvnt and sale of lots and
condominiums in Mexico to foreign nationals.
Mr. Bunshoft served as Deputy Attorney Gen-
eral of the State of Clalifornia in 1961-1965 spe-
cmhz.mg ir land fraud prosecutions.
Lic. Alfredo Adolfo Rios Cumcrenu
General Director of Fideicomiso Bahia
Banderas, a trust fund of the Mexican feder;
government responsible for assembling a
preparing for resort development thousand
of acres of former communal land in the Ba
e = of Flaga area surrounding Puerto Vallarta,
M. Shermun Eubanks is Vice President and
General Manager of Crocker Land Company
and Director and President of Crocker-Aetna
Company. In these positions he is responsible
for all forms of real estate, land aequisition
and land development by the Crocker Com-
panies in(luding 2840 acres in Palin Springs,
2200 acres in Bd;d California and a condo-
minium project in Puerto Vallarta, Mexico.




T

You'll learn about

The Mexican economy

B How its stability and growth rate make it one of

the strongest in the world

B How it is keyed to the U.S. dollar, keeping Mexico
a bargain for U.S. and other foreign tourists

B Why it needs foreign capital
B Why it fosters high returns on investment

obert C. Frojen is President of Economex
‘orporation, a general consulting and manage-
nent services organization representing
.S.A. interests in Mexico and Mexican inter-
:sts in the U.S.A. He is also President of
rojen Advertising Ine. which, from 1966 to
972, served as advertising agency for the Mex-
ean National Tourist Council, ereating all
ourism advertising for Mexico in the U.S.A.

nd Canada.

-

I 4

Jose Riojas is Director General of Pla} asol,
S.A., the largest and most sueeesstul resort
condominium developer in Mexico. Active in
Acapuleo and Puerto Vallarta and developing
plans for more condominiums in Caneun,
Ixtapaand Manzanillo, Playasol is selling their
units to buyers from Mexico, Canada, the
United States and parts of Europe. See the
August issue of House & Home for more de-
tails on Playasol activities.

Lic. Jose Cumplllo Sainz, as Undersecre-
tary of Industry in the federal government
Department of Industry & Commeree, is the
chief adviser to the President of Mexico on the
role of private enterprise in that country. It is
also his responsibility to regulate all foreign
investment in Mexico through the administra-
tion of the new laws governing control of real

estate by foreign investors.

Lic. Antonio Enriquez Savignac is Director
and Special Trustee of Infratur, a trust fund
of the Mexican federal gowrnment charged
with the investment of 100 million dollars to
develop two new tourist sites at Cancun in the
Mexican Caribbean and Ixtapa on the Pacific
Coast. The money will be spent ereating an in-
frastructure including ultramodern jetports
as well as power, lighting, water, drainage,
sewage and telephone systems as a base for
resort development.

Edward Durrell Stone, Jr. is President of
ddward Durrell Stone Jr. Associates, a land

planning firm based in Miami but active in
nany areas of the United States and Mexico.
Ir. Stone was the planner for Club Mazatlan

Sur Mexico, a major resort planned unit devel-
pment by Salt-Ballard Properties. He has
1s0 worked on other Mexican projects not yet
nder construction.

The Mexican political climate

B Why Mexico has been politically stable for
nearly half a century

B Why the government welcomes foreign in-
vestment and know-how

B How the government is making concessions
to facilitate foreign participation in real es-
tate development

What the Mexican government is doing
right now to further resort development
B It has put $100 million into two huge new
resort areas that will be open to developers
B It is assembling hundreds of thousands
more acres of coastal land to sell to developers
B It is completing new access highways to
Baja California and other resort areas

M 1tis building jetports to open up new resort
areas

The nature of today's Mexican

resort market

B How big the market is now, and how much
bigger it can get tomorrow

B Where the tourist—and the potential buyer
—comes from, and what he wants

B How much the average tourist and condo-
minium buyer is spending in Mexico

B How more effective merchandising tech-
niques can expand the resort market

B How more liberal financing can expand the
resort market

What the U.S. developer needs to know
to operate in Mexico

B The ground rules of joint venturing

B How to find appropriate Mexican partners
B How to deal with local legalities and red
tape

B How to avoid the possible pitfalls of acquir-
ing Mexican land

B The special roles of the architect and plan-
ner in Mexican development

B Where to find legal, architectural, planning
and technical people who know the Mexican
resort market

B Where to find sources of capital for Mexi-
can resort investment

And finally

You’ll have the opportunity to visit resort
projects in Acapulco and in other parts of the
country. Both the Mexican government and
private developers will help arrange post-
conference tours.

H&H sepTEMBER 1973 7




House & Home CONFERENCE ON
RESORT DEVELOPMENT OPPORTUNITIES

Conference Registration

To register, please complete and return the cou-
pon below to Mexieo Conference, House &
Home, MeGraw-Hill, Ine., 1221 Avenue of the
Amerieas, N.Y,, N.Y. 10020, Or you may regis-
ter by calling (212) 997-6692. Registration must
be made in advance of the econference. All reg-
istrations will be confirmed by mail.

Fee
The full registration fee is payable in advance
and includes the cost of all luncheons, work-
books, and meeting materials..................... $370.

Cancellation
Registrations may be cancelled without charge
up to 10 days before the econference date. Regis-
trations cancelled later than this are subjeet to
a $50 service charge. Substitution of attendees
may be made at any time.

Hotel Reservations
The Pierre Marques Hotel y Club de Golf is
holding a limited block of rooms for conference
attendees, If desired, House & Home will make
arrangements for room reservations at the
Pierre Marques for those attendees whose con-
ference registration is received by October 15th,

Mexico Conference

House & Home

MeGraw-Hill, Ine.

1221 Avenue of the Amerieas

N.Y,, N.Y. 10020

Gentlemen: Please register me for your con-
ference on RESORT DEVELOPMENT OP-
PORTUNITIES IN MEXICO to be held No-
vember 12-14 at the Pierre Marques Hotel y
Club de Golf, Acapuleo, Mexico.

[J Check payable to House & Home enelosed
[ Bill my company
[ Bill me

See hotel reservations section above and check
one box

[ I'll make my own hotel reservations

[ Enclosed is my eheck, payable to the Pierre
Marques Hotel, covering the deposit fee for
room(s) at the Pierre Marques Hotel y Club de
Golf. I will arrive on___/___ and check out on

=l

Conlerence Headquarters; Pierre Marques Hotel y Club de

Cheek hox in coupon below. A $50 deposit, pay-
able to the Pierre Marques Hotel, must accom-
pany each room reservation made through
House & Home. If space at the Pierre Marques
is unavailable, House & Home will recommend
other comparable hotels in Aeapuleo.

Tax Deduction of Expenses
An income tax deduection is allowed for expenses
of education (inecludes registration fees, travel,
meals, lodgings) undertaken to maintain and
improve professional skills. See Treasury regu-
lation 1.162-5 Coughlin vs. Commissioner 203F
2d 307.

Name

Golf, Acapulco, Mexico

Title

Additional registrations from my eompany:

Name

Title

Name

Title

Company

Address

City State Zip

Plione (Area Code)

Signature
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Are subsidies to be

A federal district court has or-
dered Housing Secretary James
T. Lynn to end his moratorium
on the housing subsidy pro-
grams, upsetting all calculations
as to when new subsidy money
might be available.

Judge Charles R. Richey or-
dered Lynn to begin accepting
applications for section 235 and
236 subsidies and for rent sup-
plements—"and to approve and
complete processing of those
projects found by the defendant
(Lynn) to be qualified under the
defendant’s own regulations.”

One week later the judge or-
dered the Farmers Home Ad-
ministration to resume its low-
interest loan program for poor
families. It had been suspended,
along with the housing subsidy
programs, last January.

Until Judge Richey ruled that
the suspension of subsidies was
illegal and unconstitutional,
Washington's experts were al-
most unanimous in guessing
that a replacement program—or
new versions of the existing 235
and 236 programs—wouldn’t be
in place before next summer.

Best guesses. Given the politi-
cal realities, the controversy
swirling around the subsidized
housing programs and the com-
plexities of drafting new legisla-
tion, congressional leaders and
industry lobbyists expected the
18-month moratorium  that
began last January to run its
course.

(For a projection of the impact
of the moratorium on subsi-
dized starts, see story page 12.)

Now, if the government
should eventually lose its ap-
peals in the court case, Lynn
might find himself compelled to
re-start the existing programs be-
fore new legislation is enacted.

Plea of a stay. Immediately
after the Richey decision, the
Department of Justice moved for
astay of the judge’s order, which
gave the government until late
September to appeal. One ob-
server speculated it might be
possible for some sort of resolu-
tion of the case by January 1.

Secretary Lynn, who asked the
Justice Department to appeal,
said of the Richey decision:

“"Reinstating programs that
we know involve substantial in-
equities and waste is not in the
best interest of either the people
we want to help obtain housing
or the taxpayers.”

or not to be? That is the question left by court’s ruling

SONINNTI NV.LS

SECRETARY LYNN
He may have to re-start . ..

The Secretary also said that, in
any event, he would not rein-
state the subsidy programs be-

SHTANY TIQ

EX-SECRETARY ROMNEY
... what he ordered stopped

fore presenting the Administra-
tion’s own housing proposals
September 7.

over a 52 year period.”

investment in mortgages.

Nixon financial reforms in capsule

These are the seven major changes in the nation’s financial structure as
proposed by President Nixon in his message August 3. (An analysis of
the President's program appears on page 4.)

@ “Interest ceilings on time and savings deposits should be removed

e “Investment and lending alternatives for federally chartered thrift
institutions and banks should be expanded.”

e “Federal charters for stock savings and loan institutions and mutual
savings banks should be permitted.”

@ “Credit unions should be provided with greater access to funds.”

® “FHA and VA interest ceilings should be removed.” (It was also urged
that states end their usury ceilings.)

e “The tax structure of banks and thrift institutions should be modified,”
and provision should be made for an income tax credit tied to an institution’s

® “Expanded deposit services for consumers by federally chartered thrift
institutions and banks should be allowed.”

People in housing

Deanes break with Westinghouse

Jim DEANE and son Biir and
Westinghouse Electric Corp.,
formerly building together in
California as Deane & Deane
Inc., split up to form separate
corporations.

The Deanes and ROBERT HAR-
DESTY set up Deane Projects Inc.
as a homebuilder in their old
headquarters town of Half Moon
Bay. Bill is president and Jim,
former partner of brother BEn
Deant in older Deane Brothers
Inc. operation, is chairman.
Company buys $40 million
Deane & Deane projects.
Westinghouse takes over Deane
& Deane’s 8,000-acre holdings
in Half Moon Bay under new
Half Moon Bay Properties Inc.,
with CrarRence R. GRAHAM JR.
as operating officer. He had been
Deane & Deane’s senior veep.

New venture. Three execs
leave National Homes to form

Jonathan Group, adeveloper and
builder proposing to start six
Midwestern residential projects
within a year. Principals: J. Tim-
OTHY McGINLEY, formerly cor-
porate executive vice president
at National’s headquarters in
Lafayette, Ind.; PHiL MoON-
TANUS, who was president of
National Homes Construction
Corp.; Taomas D. Rush, the
construction unit’s former exec-
utive VP.

DIED: WiLLIAM RALPH MASON,
presidentof the Irvine Co. during
its transition from a farming
operation to urban empire, of a
heart attack at 54 at his Corona
del Mar home in California. The
cityof Irvine was incorporated in
1971 as Mason’s dream come
true. It remains his monument.

—E.W.R.

Farm agency. The Farmers
Home Administration did not
say immediately whether it
would appeal the decision on its
rural loan program.

The HUD budget has $431
millionin blocked subsidy funds
that are available for commit-
ment.

The housing decision is the
latest of a dozen defeats for the
Nixon Administration on the
impoundment issue. Other
cases involved funds for high-
ways, water and sewer con-
struction, education, health
services, youth employment and
anti-poverty programs.

Plaintiffs. The housing suit
was filed in May by a group in-
cluding the states of Maine and
Pennsylvania; Fairfax County,
Va.; several local nonprofit
housing sponsors; and the Na-
tional Committee Against Dis-
crimination in Housing.

The subsidy programs ac-
counted for about a million
starts during Secretary George
Romney’s four-year tour at
HUD. The rush to meet the ten-
year housing goals enacted in
1968—including 6 million sub-
sidized units—helped to push
total housing starts last year to
an alltime record of 2.4 million.

NAHB’s plan. Immediate re-
vival of the subsidy programs
was the key recommendation of
14 proposals made to the Pres-
ident last month by the execu-
tive committee of the National
Association of Homebuilders.
Among the NAHB’s other sug-
gestions:

e A temporary income tax
surcharge.

® Federal cutbacks in mili-
tary and space spending to ac-
commodate domestic funding.

e Revocation of the govern-
ment regulatory groups’ actions
that permitted banks and thrift
institutions to pay higher inter-
est rates to depositors.

® Suspension of the business
investment tax creditin times of
credit stringency.

e Imposition of credit controls
to arrest the “‘alarming” growth
in short-term consumer install-
ment credit,

® An income tax exemption
for the first $750 of interest
earned by consumers on savings.

® “Leadership action” by the
Secretary of Housing to provide
“adequate” mortgage money at
reasonable interest rates.—D.L.
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BEAUTIFUL VIEW

RE YOU WANT IT

A choice of views is getting to be
a luxury. We at Libbey-Owens-
Ford have a few ideas about con-
serving the ones we have. Bring
them indoors. Just pick the appro-
priate wall and do it with mirrors.

This dramatic mirrored fire-
place wall was made from bev-
eled mirrors cut to create an
elegant design ...and one that
provides two lovely views of the
outdoor scene for the price of
one. The mirrored fireplace fac-
ing also adds to the feeling of
spaciousness.

With rising construction costs
becoming an increasing limita-
tion to the size and detail that go
into today’s homes, solutions like
this are a more and more impor-
tant way to build in size and
beauty.

For more information on mir-
ror products, write Bill Maxwell,
Libbey-Owens-Ford Company.
811 Madison Ave., Toledo, Ohio
43695.

CIRCLE 1] ON READER SERVICE CARD
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Congress hears that freeze is costing builders half-million subsidy starts

The moratorium on subsidized
housing will have caused the loss
of 500,000 starts by mid-1975.

That's the conclusion of a
report to the House Appro-
priations Committee by Henry
B. Schechter of the Congres-
sional Research Service of the
Library of Congress. It was used
by committee members during
sharp questioning of Housing
Secretary JamesT. Lynnwhen he
appeared before them to defend
the budget request for his
Department of Housing and
Urban Development.

Thereport was the first official
analysis and projection of the
impact of the moratorium from
a government source. It was re-
quested by Rhode Island Demo-
crat Robert O. Tiernan, who has
been in Congress since 1967 but
just this year moved onto the
Appropriations Committee.

Schechter’s forecast was used
in a slightly different version
during the House debate over
HUD's $3 billion budget. The
forecast was inserted in the
Congressional Record by Chair-
man William A. Barrett (D, Pa.)
of the housing subcommittee.

Legislation. Schechter bases
hisestimate on what the housing
legislators in both House and
Senate believe to be the outlook
for new subsidy legislation.

Assuming that Lynn and Pres-
ident Nixon submit their hous-
ing recommendations to Con-
gress by the September 7 dead-
line they set for themselves, it is
unrealistic to assume that both
houses of Congress could pass
suchlegislation before the spring
of 1974. Even with the most ex-
peditious handling of differi
bills by the conferees, Schech
assumes that“it might be within
amonthor twoof theend of fiscal
1974 (May 1 or June 1) before
Congress could pass some modi-
fied version of the Administra-
tions’s recommendations or a
modified version of the subsidy
programs that were frozen last
January.

18-month freeze. Even if legis-
lation were passed earlier in
1974, Schechter notes that it
would take some time for HUD
to crank up new regulations and
for field offices to process appli-
cations—assuming  Congress
promptly voted appropriations
to fund the new programs.

All  this makes clear,
Schechter says, that the morato-
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Projection of starts as they might have been is based on President Nixon’s housing
goalsreportofJune 1972 and extrapolation by Congressional Research Service. Estimates
of what starts will be under freeze were made by nan and by the research service,

rium announced in January 1972
is virtually certain to run its 18-
month course, assuring ‘‘the vir-
tual depletion of the precon-
struction pipeline in almost all
the subsidized housing pro-
grams.”” The result, Schechter
says, would bring subsidized

Lawyer TOOTE
She’ll police civil rights

President Nixon has filled the
last of the vacancies created in
the upper echelons at HUD
when the President swept out
George Romney and his aides
after last fall’s election.

David O. Meeker, 49-year-old
deputy mayor of Indianapolis,
(whose old boss, Raymond
Lugar, is President Nixon's fa-
vorite mayor) was appointed as
assistant secretary for commu-
nity planning and development.
An architect, he joined the Indi-
anapolis government in 1968.

Rights post. The new assistant
secretary for equal opportunity
is Gloria Toote, a graduate of
Columbia University’s school of
law. She has worked for Time
magazine and was a practicing
lawyer with Morris Ernst’s New
York civil-liberties law firm
(Greenbaum, Wolff & Ernst). She

housing starts in fiscal 1975—
which begins July 1, 1974—
“down to between 50,000 and
100,000 units.” For the two fiscal
years 1974 and 1975 subsidized
starts “‘will total about 300,000
to 400,000 units,” the report
states.

ARCHITECT MEEKER
He’ll do community planning

Two appointments fill the HUD team

was an aide to Governor Nelson
Rockefeller of New York and,
before her shift to HUD, was as-
sistant director of ACTION, the
agency that promotes the Ad-
ministration’s campaigns to en-
list volunteers for social pro-
grams.

New town lender. Alberto F.
Trevino Jr., 41, was named to be
the first full-time general man-
ager of HUD’s New Communi-
ties Corp., which administers
the new-communities loan
guaranties. He was president of
a Laguna Beach, Calif. urban de-
velopment and planning organi-
zation, and had been aplanner for
the Irvine Co. and the General
Electric Co. During the Romney
regime, Assistant Secretary Sam
Jackson also served as general
manager of the New Communi-
ties Corp. =D.L.

The losses. To project the
shortfall of 500,000 units over a
two-year period, Schechter sug-
gests that the Administration, if
it had kept on doing its best to
meet the goals of the 1968 Hous-
ing Act, might have kept subsi-
dized housing starts at 437,000
a year. That was the level esti-
mated for fiscal 1973 in the Pres-
ident’s fourth annual report on
housing goals, issued in June
1972. A projection of this rate for
the fiscal 1974-75 period “would
imply the production of 875,000
units, or about 500,000 more
than are likely to be produced”’
Schechter’s report states. [See
chart.)

Secretary Lynn disputed the
conclusions, saying he couldn’t
tell how many subsidized hous-
ing starts there will be in the
fiscal years 1974 and 1975
“without knowing what our ap-
proaches are going to be for those
years...””He also contended that
thehighlevel of subsidized starts
would not have been continued
even if there had been no mora-
torium, since the department
began enforcing ‘“quality pro-
cessing’’ and other procedures to
tighten up on approvals of appli-
cations for subsidized housing.

Delay. At a mid-July hearing
before the Senate Housing sub-
committee, Lynn again asserted
under questioning from several
senators that he would “resist
strongly” any pressures to rein-
state the suspended programs
before the Administration’s
September proposals,

Carl Kamp leaves
Home Loan Board

Carl O. Kamp Jr. resigned from
the Federal Home Loan Bank
Board at the end of July to return
to private business.

Kamp had been acting chair-
man of the S&L regulatory
agency since December 1972,
when Chairman Preston Martin
resigned. Kamp's own four-year
term would have expired in June
1975. He was a St. Louis savings
and loan executive when first
appointed to the FHLBB in 1969.
He is a Republican.

The new chairman of the
board is Thomas R. Bomar, a
California Republican who took
office on June 7. Bomar had been
the executive vice president of
the Federal Home Loan Mort-
gage Corporation [NEws, May].
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PRICE PFISTER

isn't
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Price Pfister gives you the best of all worlds. Superb design, special
PRICE PFISTER finishes, tola? elegyance up front — while behind the sgcenéjs the
Manufacturers of Plumbing Brass rugged dependability of hundreds of rough brass items offer the
Subsidiary of Norris Industries ultimate in durability and performance. Which is another way of
13500 Paxton Street saying that any combination of Price Pfister products makes a
Pacoima, California 91331 beautiful package elegant.
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We spent $40,000
to find out what
kind of doors
your customers
prefer.

Here’s what
they told us.

An independent research firm found that an
overwhelming majority of your customers prefer
wood panel doors over flush doors for the

entrances to their homes. And that growing numbers
prefer wood panel for interior doors, too.

In three surveys conducted for Ponderosa Pine
Woodwork Association in 1968, 1970 and 1972,
consumers in 39 states reported what they want most
from doors, what kind of door they prefer—

wood panel or flush—and why. These consumers

were selected on a random basis from a mail panel
based on the latest census data. With over 80%
response, the results of these surveys are applicable
to all 53 million households in the 39 states.

63% prefer wood panel doors for front entrances.

And 62 % prefer panel for rear and other entrance
doors. Even back in 1968, consumers preferred wood
panel doors by a 23-point margin over flush, and

now the spread has grown to 35 points for front doors
and from a 2 1-point to a 38-point lead for other
entrance doors.

% who prefer wood panel or flush doors

1968 1970 1972
Front, main entrance
Panel 59% 64% 63%
Flush 36 26 28
No preference 5 10 9
1968 1970 1972
Rear, other entrance
Panel 54% 54% 62%
Flush 33 26 24
No preference 13 20 14

Appearance and durability are what consumers
want most from doors.

In all three surveys, consumers ranked the factors
most important to them in selecting doors.

Each time they said appearance was most important
and durability second in importance.

They rate wood panel doors best for both
appearance and durability.

Consumers rate panel doors best by wide

margins for giving them the qualities they said are



P

most important. And this trend is continuing
upward for panel doors at the expense of flush doors.

% rating panel, flush doors very atiraclive

1968 1970 1972
Panel doors 69% 75% 17%
Flush doors 59 53 55
% rating panel, flush doors very durable

1968 1970 1972
Panel doors 69% 69% 73%
Flush doors 55 57 53

(Note: The same respondent could rate both panel and flush
doors so the totals may add up to more than 100% ).

Preferences are shifting toward wood panel
for interior doors, too.

% who prefer panel or flush for interiors

1968 1970 1972
Panel doors 31% 32% 34%
Flush doors 60 47 49
No preference 9 21 17

In the five years since 1968, preference for flush
doors has fallen while panel door preference is
rising. One explanation may be that as consumers
look to beautify the interior of their homes,

their preference increases for the kind of doors they
rank highest in appearance—wood panel doors.

Are you giving your customers what they want?
Before you install doors in your houses or
apartments, consider the results of these three
surveys. Consumers say appearance and durability
are the qualities they want most from their doors.
And they rate wood panel doors better than flush for
both appearance and durability. A large majority

already prefers wood panel doors for entrances.
And their preferences are shifting to panel doors
for inside their homes, too.

Are you giving your customers what they want?

Send for your free copy of our survey report,

We want you to have a report on the major findings

of five years and $40,000 worth of research: “The
consumer of the 70’s: a report on his housing plans
and preferences.” It tells you your customers’ plans for
moving and remodeling, as well as their preferences
for doors and windows. It’s an important study that
can help you make your houses and apartments

even more appealing to today’s home buyer.

- S S S e e e

Mail to:

Ponderosa
Pine Woodwork

1500 Yeon Building, Portland, Oregon 97204.
A member of the American Wood Council.

Send me my copy of vour research report.

NAME

POSITION

ORGANIZATION

ADDRESS

CITY ; STATE ZIP
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The controlled-growth move-
ment is spreading across the
country like crabgrass across the
suburban lawn. It has made zon-
ing a more explosive issue than
at any time since the state’s au-
thority to control land use was
upheld by the Supreme Court 47
years ago.

As land-use lawyer Richard F.
Babcock pointed out at a recent
seminar sponsored by the Na-
tional Association of Home
Builders, controlled growth is an
issue that makes political bed-
fellows of the Ford Motor Co. and
the National Association for the
Advancement of Colored Peo-
ple—and the Connecticut Home
Builders and the American Civil
Liberties Union.

The movement is called no-
growth by its opponents. But
whatever the label, the move-
ment is the result of a popular
rebellion led mostly by suburban
homeowners and environ-
mentalists. They find allies
where they can to fight what
they consider too rapid, erratic
and costly development made
possible—they say—by uncon-
trolled and corrupt local zoning
practices. The culprits, they
contend, are local politicians
supported by real estate interests
and bulders who have long pro-
fited from the idea that eco-
nomic growth per se, and the
population growth that accom-
panies it, are good.

The leaders. The controlled-
growth campaign bares its cut-
ting edge in such cities as
Boulder, Colo.; Boca Raton, Fla,;
and Petaluma, Calif. Typically,
the controlled-growth slogan
rallies several varieties of mid-
dle- or upper-class militants:
those fighting higher taxes, or
highway building, or air and
water pollution or the intrusion
of housing for the poor.

These allies usually unite on
the issue of controlling popula-
tion density. They benefit from
the broad issues of consu-
merism, protection of the envi-
ronment and the quality of life.
Legally, they benefit from cru-
cial decisions of state courts that
have been left standing by the
Supreme Court’s refusal to hear
an appeal.

Building slowdown, The re-
sult is to slow housing con-
struction through arrangements
that tie development either to
the rate at which capital im-

provements and public facilities
becomeavailable or to flat limits
on the number of housing units
that can be built.

This explicit control on the
rate of development is a “new
type of isolationism,” according
to the NAHB's President George
Martin, whose organization has
created afund of $200,000 to help
local builders fight such ordi-
nances in the courts.

The controlled-growth cam-
paign gained its latest advantage
last November. The Supreme
Court refused to consider a case
that, in effect, challenged the de-
velopment ordinance legislated
by the town of Ramapo, N.Y.,
only 30 miles northwest of New
York City.

The Ramapo plan. The heart
of the Ramapo scheme isits plan
scheduling capital improve-
ments (sewerage, drainage,
parks, roads and firehouses) over
18 years. New housing can be
built only with a special permit,
regardless of the residential zon-
ing of the land. The permit is
dependent on whether the hous-
ing can be served by a specified
level of these community facili-
ties.

The Ramapo decision, says
Herbert M. Franklin, a Washing-
tonattorney who has specialized
in exclusionary zoning, is turn-
ing community long-range
plans, which have rarely had
legal effect, into effective regu-
latory mechanisms to regulate
housing starts and growth.

“This decision now confers
substantial legal authority on
such plans as the basis for devel-
opment timing control,” he says
inaPotomacInstitute pamphlet,
“Controlling Urban Growth—
But for Whom?" The question,
he says, "is whether a locality—
and by extension every local-
ity—may use such a power pri-
marily to benefit the affluent.
This is what Ramapo has done.”

(For a brief review of Control-
ling Urban Growth, see Litera-
ture section, page 176.)

Petaluma’s controls. Other lo-
calitiesarealready well along the
Ramapo route.

Petaluma limits housing
starts to 500 a year. The key to
control is a citizens’ review
board that rates the applications
by builders who apply for a share
of the 500 units. The board
screens the applications for con-
formity to the town plan. Then

it checks the proposed units
against the existing infra-
structure—schools, Sewers,
roads, parks and any such facili-
ties that the builder proposes to
supply at his expense.

The builder gets a brief hear-
ing—after which the citizens’
board makes its recom-
mendations to the town’s offi-
cial planning board. In real life,
according to critics, what the
citizens’ board recommends, the
planning board adopts. Peta-
luma’s ordinance is being chal-
lenged in court by builders.

Boca Raton’s limits. In Boca
Raton, Fla., north of Miami, the
NAHB is taking steps to support
a court case against the city’s
out-and-out cap, or ceiling, on
growth and population.

The Boca Raton ordinance
fixes 40,000 as the maximum
number of housing units for the
city, ever. There are now about
19,000 and—prior to the adop-
tion of the cap—the city was
zoned for about 62,000 units.
Thenet effectof the capis to stop
population growth at about
100,000

Builder victories. In other
states, however, court decisions
have gone against local attempts
at exclusionary zoning. In Penn-

sylvania, for instance, the state

supreme court has ruled against
four-acre zoning, holding that
zoning can't be used “to avoid
the increased responsibilities
and economic burdens which
time and natural growth in-
variably bring.” In another case,
the court reiterated that sewer-
age problems couldn’t be used to
excuse exclusionary zoning,

Similarly, New Jersey court
decisions have overridden such
zoning, although observers are
awaiting the decision of the state
supreme court in a case involv-
ing Madison Township. This
case, they suggest, may mark a
turnabout.

New states’ rights. Alongside
the trend toward controlled-
growth ordinances by localities
is a movement among state gov-
ernments to take back land use
orzoningdecisions that they had
left to the localities for half a
century. Vermont, Florida and
California are among the states
which have enacted such laws.
In California a voters’ initiative
put the development of 1,200
miles of coastal land under state
regulation.

Anti-growth leaders finding subtle new ways to tell builders: No housing

In such cases, as Richard Bab-
cock points out, the people
feared that development was
spoiling a principal asset and
they felt that only state inter-
vention could provide control. In
some instances, however, the
motivation for state action—as
in Massachusetts—was that
only the state could act against
local pressure and thus insure
that housing for poor families
would be built.

Proponents of controlled
growth in Fairfax County, Vir-
ginia are wary of a law they ex-
pect to clear the legislature and
create a governor-appointed
board with authority to override
local zoning. Audrey Moore, a
county supervisor who wants to
cut county growth “in half,
hopefully, over the next five
years,” says that the developers
who are losing zoning battles at
the county level will get what
they want from such a board.
“Those decisions are much eas-
ier at the state level,’she says.

Land-use bill. The trend to-
ward more state control is fos-
tered by the new federal land-
use legislation that has passed
the Senate with the Nixon Ad-
ministration backing. The bill
|S 268), sponsored by Senator
Henry Jackson (D., Wash.), pro-
vides cash grants for states that
create statewide land-use con-
trols to meet federal standards
and penalties for states that
don’t measure up.

The Jackson bill requires that
each state land-use plan set
guidelines for approval of devel-
opments of 50 housing units or
more lying ten miles or more
outside metropolitan areas. The
state plans must assure that no
project exceeds the capacity of
sewers and water systems, and
such plans must also include
provision for certification of the
financial capability of develop-
ers.

An underlying trend of the
court decisions and the land use
legislation—which seems likely
to be passed by this 93rd
Congress—is to arm the plan-
ning agencies of both state and
local governments with power to
force compliance with plans.

As the spokesman for one
planninggroup putsit: “Ramapo
is very much the wave of the
future.” —Don Loomis

McGraw-Hill World News,
Washington
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STRUCTURED FINANCING
BY CITIBANK

What is Structured Financing? It's an innovation by Citibank that can provide the money
you need to get your project going, and to keep it going, all the way through to completion.
And it works with speed and precision.

A talk with just one Citibank real estate specialist is all that's needed. There's no
run-around, no delay, no procrastination. Instead, your Citibanker can start wheels turning
by working out financing to suit your specitic needs. Interim and short-term loans, either
secured or unsecured, for land acquisition, construction costs, working capital, or a

combination of these, tailored to your financial requirements.
In short, Citibank can build a solid financial framework for your next project. When the
question is building, the constructive answer is Citibank.

Real Estate Industries Division

FIRST NATIONAL CITY BANK

Businessmen everywhere call us “Citibank”

399 Park Avenue, New York, N.Y. 10022 3 MEMBERF D.1.C.
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1118 18 your 1nvitation to enter tne

1974 HOMES FOR BETTER LIVING
AWARDS PROGRAM

Sponsored by:
The American Institute of Architects and the editors of
House & Home and American Home magazines.

Eligibility:

Any house or apartment building in the United States or
its possessions, built since January 1, 1971 and designed
by a registered architect is eligible. Entries may be sub-
mitted by any architect, builder, developer or owner. Any
number of projects may be entered.

Entry categories:

Custom-designed houses—one-of-a-kind detached houses
designed for private clients including year-round
and vacation houses and major remodeling and ad-
ditions.* T

Merchant-built houses—single-family detached houses for
sale or rent including vacation and year-round, pro-
motional and zero-lot-line houses and remodelings.* T

Multifamily housing—multifamily housing includes single
apartment buildings, multi-building projects, PUDs,
attached housing such as townhouses, duplexes,
triplexes, fourplexes and rehabilitations.*T

fall categories include modular housing

*remodelings must take in the whole structure. Custom additions to a
detached house must be tied into original design of house. No single room
or single apartment remodelings are admissible. Redecorations are not admis-
sible. Face-liftings must be structural. Photos of both before and after con-
struction will be required for judging.

Registration date and fee:
Entry fee: $20 per entry. Deadline: postmarked by mid-
night, November 16, 1973.

Submission of material:
On receipt of registration form and fee, entrant will be
sent a spiral binder—color-coded to the project’s category—

REGISTRATION FORM

which is to be filled with sufficient black and white pho-
tographs and plans to illustrate the design, any unusual
problems or solutions. (Detailed instructions for prepara-
tion of entries will be included in the binders mailed to
entrants.)

Judging:

Will be held on March 12 and 13, 1974 at the American
Institute of Architects headquarters in Washington, D.C.
The panel will consist of outstanding architects, housing
industry leaders and editors of American Home and House
& Home. The number of awards to be presented shall be
solely determined by the judges.

Winners:

Will be notified by telegram immediately after judging.
Award certificates will be presented and photos of win-
ning projects will be displayed during the 106th annual
convention of the American Institute of Architects, May
19-23, 1974 in Washington, D.C. Winners will be expected
to prepare and ship to the ATA convention—at their own
expense—a project display board representing the winning
entry. Instructions for these boards will be forwarded to
winners. Winning binders and display boards will not be
returned to entrants.

Conditions:

Entries must be approved by all parties concerned. All
material accompanying entries must be free from copy-
right restrictions and any other restrictions that would
prohibit publication of such material by House & Home
or American Home magazines. House & Home and
American Home shall have the right to publish all mate-
rial submitted and shall have the right to photograph for
publication any entry project.

I wish to submit a project in the 1974 HOMES FOR BETTER LIVING AWARDS PROGRAM. Enclosed is $20 per entry
in check or money order made payable to HOMES FOR BETTER LIVING. I have used a separate form (or photocopy)
for each entry. Please send me my entry material for the following category:

Custom-designed house [_]

Merchant-built house [_]

Multifamily housing []

Please print or type all information

Architect name

Street, city, state, zip

Project name & location

Entry submitted by:

(Name of person to whom correspondence should be addressed)

Company and address

Check appropriate company category|ies) Builder []

Architect [ ] Developer [] Owner [ ]

Mail entries to: Dept. HFBL, House & Home, McGraw-Hill, 41st Floor, 1221 Avenue of the Americas, New York, N.Y.

10020 by midnight, November 16, 1973,
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TRIPLE CONVENIENCE—-TRIPLE SALES APPEAL

/ =

MICROWAVE OVEN

THREE
IN <
ONE

NEW
> FROM
THERMADOR

v STAY-HOT OVEN V

SELF-CLEANING OVEN

One of 7 models

This handsome 3 in 1 kitchen appliance provides
the ultimate in convenience with maximum sales
appeal for your customers.

The Stay-Hot Oven is strategically located between the Microwave Oven and the Self-
Cleaning Oven. Keeps food warm without over-cooking. The fast-cooking Microwave Oven
works in a hurry — the neat, Self-Cleaning Oven works leisurely — the Stay-Hot Oven keeps it
all at perfect temperature for serving anytime — either crisp or moist. Convenient drop-down
door serves as shelf for loading and unloading. Seven piece set of microwave ovenware
including utility dish with metal rack is available.

The MTR30 has triple appeal that sells any kitchen faster.

Adhermodor

A DIVISION OF NORRIS INDUSTRIES
5123 District Blvd., Los Angeles, Calif. 90040
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NEWS/MARKETING

Have complaints brought better builder performance? Buyers say yes and no

They might be called the angry
home buyers from everywhere.

Their number is legion, and
they have lately been assailing
most of the nation’s biggest
builders on counts ranging from
poorworkmanship to fraudulent
sales practices.

Encouraged by their newspa-
pers’ exposés of shoddy housing,
buyers in Chicago, the nation’s
most competitive homebuilding
market, have been particularly

PERMISSION OF CHICAGO DAILY NEWS: PERRY RIDDLE AND FRED STEIN

o 7

e

poorly installed insulation and a
Ya-inch concrete crack that
moved across the whole garage
and into the house. He says Lar-
win refused to repair the crack
and told him cracks in concrete
were normal.

‘90% frauds.” “They gave us
two numbers to call, one for
emergencies and the other for
regular service,” Fligg says.
“We’d call them and nothing
would happen.

". -. -

s !
; A 7, T
vociferous, The Larwin Group of

Los Angeles settled out of court

“The closet was out of plumb.

Abandoned house in Chicago’s new Forest Heights tract looked like this last year. : :
We complained, and one of their

Columnist Al Jedlicka spotlighted such cases in “Shoddy Homes" series in Chicago

on an $11.7 million lawsuit by
outraged owners in Larwin’s
Greenbrook Country subdivi-
sion, west of Chicago.

Targets. Other big names in
building—Centex, Kaufman &
Broad and Tekton—have also
come under considerable fire.

The complaints prompted
builders to consider new war-
ranty programs and to staff up
with customer-service people.
Many builders now claim they
are on top of both construction
and sales problems.

Buyers’ poll. What do the
buyers think of all this?

Has the builder’s performance
truly improved, or are the im-
provements mere sham?

A penetrating survey was con-
ducted in several of Chicago’s
new subdivisions, and the
buyers’ appraisals follow.

Most buyers give the builders
some credit for better buyer
treatment, and some even say
they have been swayed to states
of reasonable contentment.
There are some, however, that
have moved out of their houses
and that have scant faith left in
homebuilders in general.

William Doppke, 31, a two-
year resident in K&B’s Sugar-
brook subdivision, claims things
are better today in his $23,000
home—but not perfect.

“Twould say I'm still not gen-
erally satisfied,”” he says.

While Doppke claims he’s not
prejudiced against K&B and
plans to stay in his home for five
to six years, he contends that
“Quite a few people have devel-
oped a strong dislike for K&B.”

A change at K&B. Problems
Doppke has had to deal with
since his move-in have included
acold family room. “There were
several other homes the same
way—somebody forgot to put in
the insulation.”

But Doppke concedes that

Daily News in March '72. Some buyers say builders’ performance has improved.

K&B has changed. “At one time
you fought with everybody and
got no response. Now we've got
names and numbers of people in
the field, and response is im-
proving.”

‘Best in Illinois.” Gordon Line,
a townhouse owner in Kaufman
& Broad’s $29,000-t0-§42,000
Barrington Square development
northwest of Chicago, says:

““We as owners have become
more realistic. We fired the pro-
fessional manager in charge of
maintenance, and now three of
us are putting in 70 hours a week
doing it ourselves.

“Ttwas areal rip-off in the past.
K&B improved by bringing new
people into the company. The
old-style builder said, ‘To hell
with the buyer.” Now we’'ve got
service representatives on site. |
think that K&B is backing its
commitments now. I've looked
atall the models, and I still think
they're the best in Illinois.”

Centex buyers. Richard and
Ann Lietz of Bolingbrook, Ill.,
have a highly positive attitude
toward their new $35,000 Cen-
tex townhouse. They say that
some builder tasks were not
completed before their move-in,
but Mrs. Leitz adds: “You bet
your sweet life they're going to
get those things done. I'm a very
optimistic person.” She notes
that workmen are now laying the
carpeting that hadn’t been laid,
painting garage doors and in-
stalling screens and door stops.

Workmanship. Tom  and
Diane Sapyta are “pretty well
pleased”” with their $28,000-
$29,000 Centex townhouse but
are somewhat cynical about
most products home builders
turn out. Says Sapyta: “There is
no workmanship. You could buy
a $100,000 house and not get
good workmanship.”

The major problem he had—
which he says was more severe
for his neighbors—was lack of
soundproofing between town-
houses. He says that the sales
models had what he calls a dou-
ble wall between units, and he
took it for granted that the actual
units would besimilarly divided.
They weren't.

“Some people can hear their
neighbors’ light switches,” he
insists.

Janis and William Woodburn
also found some problems when
they moved into their $29,000
Centex single-family home in
August of 1972, The problems
included carpeting that needed
restretching, warped vanity
doors and a broken utility room
window.

Mrs. Woodburn says she’s
quite happy, however, and states
that Centex has been responsive
to her problems. She says they
were encouraged by Centex to
write at regular intervals during
the warranty period noting any
problems. So far, all have been
corrected in a reasonable time.

Larwin critic. Raymond Fligg
of Schaumberg, 111., has had ex-
perience with two builders—
Larwin and the Lancer Corp., a
smaller builder. Fligg was one of
the prime organizers of the anti-
Larwin coalition that instigated
and won the Greenbrook
Country suit.

““We noticed things wrong the
first day we moved in,” said
Flige, who bought his Larwin
home while it was under con-
struction. He says he saw only
sales models and, to inspect for-
salehouses, he had tosneak onto
construction sites. He was
barred from entering openly.

Fligg’s complaints included a
peelingdriveway, faulty weather
stripping on the front door,

really sincere people said to put
in some new paneling and send
the bill to Larwin. Like a fool, I
bought the most expensive pan-
eling.Isent the company the bill,
but they never paid. The man
who advised us quit.”

Fligg says that he has very few
complaints about his Lancer
home but he warns: “I haven't
seen all builders but I can say no
matter what the builder tells
you, remember he’s looking for
the stupidest guy in town, be-
cause 90% of them turn out to
be frauds. When [ decided to
leave Larwin I looked at more
damned projects of more build-
ers and they're just like Larwin.”

Larwin defender. Mrs. Pat
Lynch, who still lives in the Lar-
win’s Hannover Park develop-
ment, praises the company. She
says Larwin had underpinned
sinking homes, replaced every-
thing destroyed and turned the
area “into a very nice place”
since the suit.

“I've heard that Larwin upped
the grade of concrete for newer
homes in the area—and no one’s
complaining about that,” she
said.

Keeping cool. Suzanne and
RobertBermant of Deerfield, Il1.,
say that the builder of their $55,-
000 home, Chesterfield Builders
of Deerfield, wentso farasto give
buyers a list of sub-contractors
and their telephone numbers.

Mrs. Berman says she’s had
complaints but, over all, is
happy. She has heard that owners
get better results from a builder
by keeping calm. “We heard that
if you get obnoxious with them,
they’re not so quick to help.”

Otherhome owners approve of
obnoxiousness, however, as the
only reason why today’s new
home owner is getting a better
deal than he did six months ago.

—MIKE KOLBENSCHLAG

McGraw-Hill News, Chicago
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/More and more people
want more of a lock.

Inside keying defeats an
attempt to cut small
Rugged, heavy-duty opem‘r:g an; reach in
locking mechanism. from outside

to open door.

5 pin tumbler security.

Solid steel collar shields

cylinder body; entire collar

rev: i —prevents

ge"mdv:; mng‘;,d 1" throw jimmy-proof deadbolt,

breaking the cylinder. Two hardened steel inserts reaches deep into the door
concealed inside deadbolt; frame to bar forced entry.
can' be cut through
—they roll with the blade.

And here’s more of a lock.
Weslock

The Leader in Lock Ideas!
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Molding that's
even easier
to use

than wood!

Georgia-Pacific’'s new Viny| Shield*®
polyvinyl chloride moldings have

the advantages of wood without the
disadvantages. They cost no more than
many wood moldings. Resist splitting,
scratching and denting. They’'re flexible.
Easy to cut, nail and paint. And come

in lengths up to 16" with no shorts to sort
out. Prefinished in off-white and wood-
grains. Can be left as is or painted to
harmonize with room decor.

A gypsum fire

and sound control
system that
saves you up to

$36 per thousand
square feet
of wall areal!

Georgia-Pacific’'s gypsum system for fire
and sound control gives you a one-hour
fire rating (U.L. Design ULU312), and

an STC of 45. And it costs $36 per
thousand square feet of wall area less
than using a comparable wood fiber
sound control system. It saves you
installation costs too, because it’s so
easy to install.




Doors that are
prefinished
and pre-hung!

Georgia-Pacific’'s Vinyl Shield® pre-hung
doors are already finished. No painting or
staining, so you save installation costs.
And there are tough vinyl surfaces on both
the door and the jamb/casing so dirt
and stains wipe clean quickly. Easily.
Units are available in woodgrain patterns,
plus new solid white.

Real hardwood
paneling® at an
iImitation price!

New Renaissance™ paneling. It's the new antique look.
At old-fashioned prices. Renaissance comes in six
warm shades of real hardwood face veneers.
Georgia-Pacific makes other kinds of paneling, too.

In fact, paneling in every style. Every price range.

For any type of home.

*Simulated antique finish plywood ¥ ",

Imagine the time
and money youll
save. Then call us!
Georgia-Pacific A

The Growth Company
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NEWS/FINANCE

Mobile homes haul housing stocks upward for first strong gain of the year
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Finished ceiling, insulation,
roofing base...

ALL IN A ONE-STEP
APPLICATION!

Homasote Easy-Ply Roof Decking provides a tough,
structural roofing base, thermal insulation and a
beautiful finished ceiling. Available in nominal 2'x 8’
panels with three thicknesses for rafter spacings 32"
o.c. to 60” o.c. Factory-primed with white acrylic
latex paint or vapor barrier laminated with white
“flitter’” pattern vinyl or 3 mil Korad® acrylic.

No matter how you figure . . . Homasote gives you
more profit per roof!

For information and product literature, contact your
local Building Supplies Dealer or write:

Homasote Company West Trenton, N.J. 08628 i é‘

f'. " \.I z
nﬁ:;;gﬁ%y: more than 63 years of technology for building and ecolegy
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Caradco

makes the luxury of
wood casement windows

affordable.

. With features that save
resources-ecverybody’s.

When a window leaks—or conducts heat—fuel gets e
wasted. Money, too. That's why Caradco double QB
weatherstrips its casement windows—once around with i
tubular vinyl, once with stainless steel. That's why we
make them of wood: tests prove wood is 1770 times
better as an insulating material than aluminum, for
example. That's why Caradco uses insulating glass,
set in a vinyl glazing gasket to make it permanent, leak-
proof and maintenance-free.

Caradco C-200’ Casements swing to a full 90° opening
to provide adequate space between the sash and frame
to easily clean the outside glass surface from indoors.
The neutral tone hardware adds a nice touch of excel-
lence. Crank handle is at a convenient angle for smooth,
easy operation.

Of course, these windows
are factory primed out-
side . . . unpainted inside
to permit choice of interior
finish. And they're avail-
able as a complete pack-
age: storms, screens and
removable grilles.

Unique, modular arrangements complement any ex-
terior. Four, five or six C-200' Casements can be assem-
bled on a common radius to form a gracefully curved
bow bay or a striking angle bay as shown below, pro-
viding a panoramic view. An accessory window seat is
available. Concealed hinges have a stainless steel track
and are not visible from the outside. Hinge design per-
mits easy removal of sash.

C-200' Casements satisfy.
With style. With perfor-
mance. With quality. We
build them for builders and
owners who appreciate
their significant differ-
ences, and for anyone con-
cerned with fuel costs and
conservation, comfort and
durability. For total window
satisfaction—from archi-
tect to builder to owner—
specify C-200’ Casements
by Caradco.

Caradco
Window and Door Division

- : Main Plant, Dubuque, lowa 52001. Hainesport Plant, Hainesport, N.J. 08036,
Columbus Plant, Columbus, Ohio 43204, Sacramento Piant, West Sacramento, Cal. 95691

Removable vinyl grilles are also available to further
enhance the beauty of the C-200'. Grilles give the di-
vided sash effect while preserving the advantages of

o
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The GE Microwave Oven
can roast a turkey, rent an apartment,cook a
hamburger, sell a house,bake a cake...fast.

-ﬂ-lﬂlF-Hl-’ﬂﬂH-

The Microwave Oven in the General Electric
Microwave Cooking Center (Model ]856) can be
the margin of difference that makes a woman de-
cide to rent one of your apartments or to buy one
of your houses, rather than somebody else’s. That's
how much today’s housewives are impressed by
microwave cooking.

Afterall, ittakes advanced cooking equipment to
cook a 12 1b. turkey in 1% hours, hamburgers in 3
minutes, bake a cake in 8 minutes.

And they also go for the P-7* Self-Cleaning Oven

System that cleans the entire oven electrically.

What's more, behind this oven and all other GE
appliances is General Electric Cus- @
tomer Care...Service Everywhere” P
Which means that wherever your
development is in the U.S.A., there'll
be a qualified GE serviceman nearby.

For further information, call your
GE Contract Sales Representative and let him ex-
plain how the microwave oven can help you stay
ahead of competition.

CUSTOMER
CARE

SERVICE
EVERYWHERE

o
O
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When it comes
to residential
asphalt roofing...

It’s Celotex.
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Whether it's Rustic Shakes', or Traditional
Shake asphalt shingles. It's Celotex.
Whether it's green, white, brown, gray,
tan. Or a square tab, random tab, hexagonal
or T-shaped. Angled, lapped, ‘“key"-
locked or 4-corner fastened. It's Celotex.
And if it's a Barrett or Philip Carey brand.
It's Celotex. Whatever your asphalt shingle
requirement: self-sealing, fungus repellant,
a U. L. Class "A" fire-safety rating, or a
25-year bond. It's Celotex. Leadersin roofing.

BUILDING PRODUCTS

Celotex understands the man who builds.

THE CELOTEX CORPORATION TAMPA, FLORIDA 33622
A SUBSIDIARY OF THE JiM WALTER CORPORATION
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15vyears school chemis
. hlghthe drain. 6

Back in 1957, PVC dralnage rupted for more than 15 years  you’re facing in pipe, ask us

piping made of Geon® vinyl was  of heavy use.” about PVC. If you're interested
installed in this chemistry labo- This drainage piping of  in easier installation, lighter
ratory. It’s at Hoover High PVC has survived countless  weight, cost savings, ask us.
School in North Canton, Ohio.  classroom assignments, plus an ~ We’re the people who started it
Years later, Robert P. unknown quantity of exotic all in PVC pipe. B.F.Goodrich
Braucher, Maintenance Direc- extra-curricular mixes dreamed  Chemical Company, Dept.
tor, now reports, “‘Servicein the  up by students. H-30, 6100 Oak Tree Boulevard,
laboratory has been uninter- If corrosion is a problem  Cleveland, Ohio 44131,

B.E Goodrich Chemical Company oy
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First begun in 1938, Covington's 801 unit Jacob Price, Ida
Spence and Latonia Terrace complex was one of the first
municipal public housing projects in the country

Gardencourt was the one cabinet
that met all our requirements
for pu blic housmg_” Bermard Grimm, Mayor, Covington, Ky.(righ

"When you're remodeling 801 units on a budget,
it's pretty hard to find good-looking cabinets that
can also take a lot of wear and tear. That's why
Gardencourt was so ideal. It's tough enough to
take hard use, yet so good-looking you could
put it in any development.”

Gardencourt. We had the needs of a lot of
people in mind when we made it. That's why the
components are specially constructed for extra
strength, rigidity, and resistance to moisture and
temperature changes. Nothing makes them warp
or mildew.

These components are wrapped in a tough,
fire-resistant vinyl, with a triple thickness of vinyl
on door and shelf edges for even greater protec-

Covington Housing Authority (center)
Paul Royster, City Manager (left)

—eliminates the need for shelf paper.

Tough polystyrene drawers are mar and stain
resistant; hinges are self-closing, with single
doors easily reversed to left or right.

Gardencourt is a great-looking cabinet that’s
made tough enough to stay that way — no matter
where it goes.

See your Scheirich Distributor, or write H. J.
Scheirich at our main plant. H. J. Scheirich Co.,
P.O. Box 21037, Louisville, Kentucky 40201
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2 Valley
L. Well be around
| ng, long tin

A classic doesn’t come along too often.
But when it does, it sets the pace for
years to come. Rolls did it with their
Classic 33. And Valley's new
Starburst Series has done it, too.

Clean, simple lines that spell its
elegance; “hydroseal” leak-proof,
worry-proof action; feather-touch
control and mirror-like “triplate”
finish give every Valley taucet the
quality, appearance and dependability that
will last a long, long time.

ValleyM single control faucets

EASTMAN CENTRAL D

a division of

UNITED STATES BRASS CORPORATION

’. " “ l SUBSIDIARY OF HYUHQMITALB INC.
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The Aristocrat combines the beauty of a contemporary wall-hung fire-
place . . . with the function of a powerful counterflow heater. A choice
of two fuels — gas or electric. Will heat about two average rooms.

The gas model has a sealed-combustion heater that draws all of its air
through an outside vent. No room air is used for combustion. The electric
model needs no chimney, no venting. In both models, a quiet blower de-
livers thermostatically-controlled warmth downward to the floor level. A
decorative electric log is included with both models. Preway has a com-
plete line of built-in, free-standing and wall-hung models. Get better
acquainted with Preway. Call your distributor or write to us.

PREWAY

BTSN W SN,
WISCONSIN RAPIDS, WI 54494
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'NEWS/DESIGN

‘ ‘*mve apﬂmcnt plans ar The
’Cedus range from a 308 sq. .

PHOTOS! MARKOW

.if you don’t skimp on exteri-
or environment and interior
soundproofing.

That’s the opinion of W.R.
Schulz  Associates, whose
newest rental project—The
Cedars in North Tempe, Ariz.—
is aimed at young singles and
marrieds. Even though the

apartments are small, the proj-
ect, designed by Barrie H. Groen
& Associates, is 97% occupied in
the face of strong competition

Main entrance {above)is from a heavily traveled road. Building in center is rental office
‘ and clubhouse, which screens the swimming pool from passershy (see site plan]. Most

tenant parking is at rear of site. Parking ratio is 1.6:1 plus 10% for visitors.

| ps

Tapping the young market: A little space goes a long way. ..

that, in many cases, offers larger
units for the money.

Here’s why:

First, there’s the outdoor envi-
ronment—all of it man-made on
what was once aflat, treeless site
in a partly commercial area. To
create an oasis-like setting and
to give tenants attractive views
from their apartments, Schulz
mounded the earth to vary the
contours, planted trees, installed
fountains and laid out winding

SLLLIRL

'-F_w mV’T'"—ﬁ% t.l ﬁ’

walkways. And to break up the
rooflines, some buildings were
sunk four feet below grade.

Second, there’s a structural
system that minimizes apart-
ment-to-apartment noise trans-
mission. All floors are 6"
poured-in-place, reinforced con-
crete; all party walls are 6", pre-
cast-concrete panels.

When completed, the project
will have 469 units on 20 acres.
So far 328 have been built.

Courtyard view [left) shows how the developer turned a flat, treeless site into a rolling,
landscaped area. Fountain overlooks swimming pool.
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Color-Side
Insulite

“Your
S

iding

saves me
$150

a home...
looks great
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When Bruce Hoyt
recommends a siding,
Marlin Grant listens.

Bruce is a Minneapolis
sidings applicator. A
pro. Marlin is president
of Marvin H. Anderson
Construction, builders of
5,000 Twin City homes.

“Our homes range from
$20,000 235’s to $100,000
custom-builts,” says
Grant.

“Color-Side Insulite
Siding is economical
enough for low-cost
homes and has the
durability and beauty
necessary for more
expensive homes,” he
says.

“It saves me about 8¢ a
foot over on-site finish-
ing...an average of
$150 a unit. And |
couldn’t ask for a better
choice of colors or a
smoother finish.”

“I'm quite pleased Bruce
recommended Color-
Side.”

Get the complete,
informative story about
Marvin H. Anderson
Construction and their
success using Color-
Side Insulite Siding. It's
a good one. Simply mail
this coupon to Boise
Cascade.

i

Boise Cascade
Wood Products Division

s

\ Boise Cascade Wood Products Division, P. O. Box 4463, Portland, Ore. 97208
4
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PHOTOS: AMERICAN PLYWOOD ASSN

An eye-catching
bank in
Charlotte, N.C.

The drive-in bank was builtin a
rhomboid shape and set back on
a 158" x 122’ site. The results:
1) Good traffic flow through four
drive-in banking lanes; and 2}
on-site parking undisturbed by
customers driving through.

The 2,400 sq. ft. building is
wood-frame, sheathed with %"
structural plywood overlaid
with 3" medium-density nar-
row-grooved plywood. Says ar-
chitect Marley Carroll of Wolf
Associates: ‘“The basic shell
went up in two weeks, which is
about 80% faster than typical
masonry construction.”

Owned by North Carolina
National Bank, the structure
was built by Rogers Builders Inc.
a firm which also builds single-
family custom homes.

The four drive-in lanes are
served by two pneumatic tube-
stations, which are controlled by
tellers who observe customers
from within the bank. The auto
lanes [shown at far right] are
covered by a steel-reinforced
canopy.

Total construction cost:
§115,000., including site work.

An office

center in
Foster City, Calif.

Small in scale and clad in red
cedar siding, the center was de-
signed to blend with houses and
garden apartments. The aim: to
attract tenants from downtown
San Francisco.

The center was developed by
Gus Enterprises, a young com-
pany that cut its teeth in resi-
dential condominiums. It con-
sists of an L-shaped, three-story
office building, a single-story of-
fice building and a restaurant
(not shown in the photos).

The two office buildings are
grouped around a courtyard,
which is sheltered from the pre-
vailing winds by the three-story

structure’s sweep roof. Adjacent :itzsrA':'m-:r[
& X UNDER
is parking space for 136 cars. JeonsTRUCTIo
s 3 t /
Finished in May, the offices are ‘ Bl

65% rented at 52¢ to 60¢ a sq.
ft. Construction costs, including
landscaping were $20.50 a sq. ft.

Architect: Charles Bass of
Jorge De Queseda Inc. General
contractor: Christensen & Sons.

pSSisetmsvssisasssuassisnsns sazsanneas

Drive-in banking lanes [at right in site
plan) are set back in a corner of the site,
which permits a good wraffic flow without
disrupting parking. Banking terminals are
controlled by tellers inside the building
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PHOTOS: DON E. WOLTER

Landscaped courtyard (left] is focal point
of complex, which includes two office
buildings—one with 32,000 sq. ft., the
other with 2,000 sq. ft.—and a 6,000 sq
ft. restaurant
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Bi-fold Doors by C-E Morgan

The look;, the feel, the beauty
of wood and something more ...
the permanence of :

structured Polymer

The best qualities of wood, the exceptional durability LT

of Structured Polymer ... C-E Morgan has combined T -

all these to produce a dramatic difference in bi-fold | E o {

doors. Your choice of two designs, each having

solid, unitized construction. No reinforcement

needed. Come complete with hardware, ready to be

installed. Attractive white factory prime finish . . .

install as is, or paint if desired. Trimmable

in height for perfect fit.

Structured Polymer is a unique material which offers

a variety of advantages. Dimensional stability.

Rich, warm appearance. Impact resistance.

High density. These are proven facts;

write for details.

Also available from C-E Morgan . . . with the

same attractive appearance and lasting qualities
. window and door shutters of Structured

Polymer. Available in nine different window

sizes, or as a handsome door shutter.

E_ = MORGAN

COMBUSTION ENGINEERING, INC.

Morgan Company
Oshkosh, Wisconsin 54901

Write for free technical literature on Structured Polymer. | ,J
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Take the next 32 minutes
to learn what your prospects will ask about
PPG's 'window Xi insulating glass.

Through ads in BUILDING PRODUCTS
GUIDE, HOUSE BEAUTIFUL, and BETTER
HOMES & GARDENS, PPG is telling 25
million prospective home buyers about
the value of having Twindow X1 insulat-
ing glass in their windows. Read what
we're saying. You may want to use some
of our words in your presentations.
“Twindow Xi insulating glass, a major
breakthrough from PPG Research, is a
remarkable cure for most cold weather
ills you associate with poor windows—
icy glass, dripping sash and sills, cold
drafts, chilly rooms, storm windows, high
heating bills. Life can be uncomfortable.
“In the past, most insulating glass
units used dry air
in the %" space
f between the two
panes of glass. In
Twindow Xi units,
a new ingredient
—a special dry
gas—is sealed
permanently in
the %¢"” space between
’7_'; the two panes. This
e makes X/ units approx-
imately 20% more
efficient as insulators
than the older dry air
units of the same thickness. More simply
put, it means you'll lose a great deal less
heat through the glass. And you'll be able
to increase indoor humidity for comfaort, with
less chance of condensation on the glass.
Losing heat becomes even more important
when you consider that the nation’s energy
crisis is going to cause fuel costs to rise at a
continuing clip. Save now, or you'll be pay-
ing later. (Incidentally, Twindow Xi units
cost little more than adding guality storm
windows later.)

Unique welded-glass edge
~

Special dry gas

This gas and glass sandwich
saves more heat than an 8"'-
thick wall of face brick.*

Unretouched photo comparing Twindow Xi unit to single-pane
glass—Qutdoor temperature 20 F; indoor, 72 F/indoor humidity,
32%. Twindow Xi unit is pane on the right, of course.

“In Twindow Xi units, two pieces of glass
are permanently fused together, in a patented
manufacturing process. This ‘welded,” all-
glass construction gives you the true, air-
tight hermetic seal that ensures long life and
trouble-free performance. Perfarmance that
will actually keep your rooms warmer while
cutting your heating bills.

“Every Twindow Xi unit carries the X/
brand symbol permanently etched in a corner
of the glass. Naturally, you'll find it on only
the best windows. (You don’t find gold leaf
on a paperback novel, do you ?) This X/ mark
tells you that your window has welded-glass
construction with the special, more effective
gas sealed between. The seal is guaranteed
for 20 years from the date of manufacture.
(This date is etched in a corner of every unit.)”

D
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And now back to
you, the builder. If
you'd like to have
even more informa-
tion on the X/ unit
(there's quite a bit
to say about this
remarkable product),
send us the coupon
for our free booklet.
PPG Industries, Inc.,
One Gateway Center,
Pittsburgh, Pennsyl-
vania 15222,

This mark guarantees
your comfort for
20 years

The Guarantee for Twindow X7 Insulating Glass

During a period of twenty (20) years after date of manu-
facture, Twing Xi Insulating Glass Units, installed in the
United States or Canada, are guaranteed not to develop.
under normal conditions, material obstruction of vision as a
result of dust or film formation on the internal glass surface
caused by failure of the hermetic seal other than through
glass breakage. We make no other guarantee or warranty,
expressed or implied.

This guarantee is effective only if installation is made in
accordance with our specific instructions and does not
apply to units damaged by improper handling or installation.
This represents ocur maximum liability. Any units failing to
comply with the terms of this guarantes will be replaced
F.O.B. nearest shipping point 1o place of installation. This
guarantee does not apply 1o replacement units beyvond the ong\nal
twenty (20) year period applying to the original unit

*Comparison based on U-values (heat loss) from Handbook of
Fundamentals, 1972, American Society of Heating. Refrigerating
and Air Conditioning Engineers

ke ki o S T Sty PRI S 1 T =
| PPG Industries, Inc., Dept. HH-793 I
I One Gateway Center, Pittsburgh, Pa. 15222 :
| Please send free booklet, "A Better Insulating |
| Glass.” |
| |
I Ll 2 O S Sy :
I Address____ = — e e =
| ciy. L x I
I |
E Siete. — "7ip |

PPG: a Concern for the Future
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NEWS/DESIGN
From New York’s UDC: a subsidy project that capitalizes on its natural site

The state’s Urban Development
Corp. has lost its power to over-
ridelocal zoning [NEws, July] but
not its ability to produce inno-
vative low- and middle-income
housing. Case in point: Ely Park
Homes, an FHA 236 project out-
side Binghamton.

The hilly, wooded site was
both a major attraction and a

Steep site is a portion of former park land
on the northern edge of the city, just 15
minutes from downtown. A single spine
road winds through the project and serves
nine parking lots via short access roads.
Sharp dropofls (right in plan and shown
in photo, right) provide many units with
a view of nearby Chenango River.

major problem: Site preparation
and subsequent restoration for
the project’s first phase (202
units) cost nearly $1,000,000.
Because of this expense, and
because more than half of the
87-acre site was too steep for
building, the townhouses were
closely clustered, and the origi-
nal plan to include some de-

| &
|

Q o5 IOFT

| UFPER LEVEL

LIVING

1]

tached houses was abandoned.
But the project’s designer—The
Architects Collaborative—kept
asingle-family feeling by orient-
ing the houses to the common
area and surrounding woods.

The final phase (212 units) is
nearing completion, according
to Vincent |. Smith, builder and
project manager.

Boxlike units were designed as modules. Later, cost factors
prompted decision to switch to panels built by National
Homes Manufacturing Corp. at Horseheads, N.Y.

larger under UDC
standards than under FHA, range
from 575 sq. ft. for one-bedroom
units (not shown)to 1,406 sq. ft. for
four-bedroom units.

Floor plans,

44 HA&H sepTEMBER 1973




Bread hutier
and

R 1
kiﬂ:l?:ng

We know which side our bread is buttered.

We know you've got dozens of cabinets to pick from. Wood.
Wood/ plastic combinations. Cabinets with color. Cabinets without color.
Cabinets with you-name-it finishes. Cabinets by the barrel full.

We know we've got to hold up our end of the deal for Euild_grs.

We do it with extraordinary cabinets like Olde Dominion. Cabinets that
keep you ahead of the pack.
Cabinets with a helluva support team too. i£)

Immediate delivery/quality construction/priced to fit your budget/styles,
finishes, sizes, shapes galore/simple installation/national advertising.

And é'stroing distributor network with service when and where you need it. |

So, one reason why so many builders are buying from us is Olde Dominion.

The other is Raygold itself. A company which knows which side its
bread (and yours!) is buttered. And acts gpcordingly.

Raygold Division
Boise Cascade
Winchester, Virginia 22601
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Two successful builders with
manufacturing fechniques have
Profitable operation and Western

Levitt Construction Systems, Inc., is
a California subsidiary of Levitt and Sons,
Incorporated, one of the country's largest
home builders and community developers.
This subsidiary has specialized in the
manufacture of top-of-the-line mobile
homes—built "‘just like a house"
with 2 x 4 wood frame
construction throughout
and standard wood joist

and rafter systems. ’

So it was a simple and logical step
for Levitt to expand its California mobile
home business into the sectionalized
housing market, The same production line
produces a mix of mobile and sectionalized
homes at the rate of five ''floors' per day.

Western Wood is used throughout.
Studs are ordered pre-cut to length and
random lengths are cut in-plant for other
components.
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two different
two things in common:
Wood framing.

Imagine building a complete two-story wood
frame house in-plant—with interior and exterior
completely finished—then moving it to the site!
Trend Homes in Colorado is doing it today,
successfully.

An unusually sturdy wood and plywood
web floor system enables Trend Homes to be
moved with ease and safety. Giant machines
handle the move in one hour and ten minutes.

=]

h

Freel Allyou need to know about wood.

Western Wood's free data file includes:
CATALOG A, PRODUCT USE MANUAL—a
guide to use selection of Western Wood with
technical data for all grades, species, and

sizes. MOD 24 BROCHURE—a comparative
cost study proving the new 24-inch wood
a}; frame system can save up to $200 per
: house. A NEW LOOK AT WOOD
FRAMING—a new brochure featuring suc-
cessful users of wood framing for
conventional, componentized and manufac-
tured housing. Mail the coupon for your
free file today!

2000 ePee0EeROROOOOOROOOOROOOOEROOOOORCRDROOCRROORRROIRORd000S

oY STATE

Western Wood Products Assocuohon

Dept. HH -973, Yeon Building, Portland, Oregon 97204
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THE MARKETING SCENE

“Population data is a key

element of market research . .. But finding
accurate sources, and interpreting

the figures, isn't as easy as it might seem”

Since population data is vital to any market
research program, every developer should be
fully aware of two points: 1) Not all data
sources are reliable and 2) how the data
should be manipulated to improve the odds
for a successful project. Thus, the purpose
of this column is to point out some of the
best sources of population data and explain
how to use them.

Where to look. There are only a few basic
population data sources: the Census of Pop-
ulation, which is compiled by the Bureau of
the Census every ten years; special censuses
conducted by local government agencies at
three-to-five-year intervals to update the
federal census; and data for the inter-cen-
sus years provided by local city planners.
Although each of these is subject to some
error and ambiguity, it is worth examining
them closely.

Most people have heard of mistakes repor-
tedly made in the taking of the 1970 federal
census. For example, population in areas
with substantial racial minorities is fre-
quently understated. Despite this, the fed-
eral census generally is the most accurate,
detailed source of population data.

Some cities commission special censuses
to make sure they are getting their fair share
of sales tax revenues. Such censuses usually
don’t cover socio-demographic character-
istics of the populace but are most con-
cerned with head counts, household size and
other fairly gross census criteria. State agen-
cies and city planning departments usually
provide whatever special census data is
available.

The third source of commonly available
population data is estimates of population
change prepared by city and county planning
agencies, The quality of this dataranges from
very good to extremely poor. In some cases,
local agencies estimate population for inter-
census years by counting housing unit
completions and multiplying them by an
estimate of average household size. This
kind of intermediate population estimate is
particularly valueless for housing market
research since the independent variable of
population is in actual fact a variable, the
estimate of which is dependent on housing
completions—circuitous reasoning.

Thereisafourthsource of population data:
compilations of publishing and broadcasting
companies that estimate population and
household income data for all parts of the
country on a regular basis. Editor & Pub-
lisher is one such source. Sales Manage-
ment’s Survey of Buying Power is another.

Geographic definitions. There are several
geographic definitions associated with
census data collection: enumeration dis-
tricts, block groups, etc. But the most com-
mon reference point is the census tract—
geographic regions which have been delin-
eated to encompass a total population on the
order of 4,000 people with relatively homo-
geneous socio-demographic characteristics.

Census data also is reported on the basis
of cities, counties and by SMSA (Standard
Metropolitan Statistical Area). SMSA is a
geographic definition designed to overcome
the ambiguities introduced by the use of
arbitrary political distinctions. Markets sel-
dom fit nicely within the boundaries of
cities, counties or states. Portland, Ore., for
instance, is an SMSA that includes several
counties and parts of two cities. Data about
each of the constituent political divisions,
if taken out of context, can be misleading.
An SMSA is a logical economic entity and
is a most useful way of reporting census
information. The SMSA, quite obviously, is
composed of a great many census tracts,
frequently more than one county, generally
more than one city and in some cases, parts
of more than one state.

Projections. Whatever its source and its
accuracy, historical population data is only
indirectlyrelated to thedeveloper’s problem.
Future population patterns are of greatest
interest to developers. If historical popula-
tion data is sometimes fuzzy, the art of
population projection borders on wizardry.

Such projections are nonexistent for most
local areas. In some places city staffs prepare
population projections. Elsewhere, special
groups involved in various economic an-
alyses prepare population projections.

In addition, the National Planning Asso-
ciation in Washington and the bureau of the
Census frequently prepare rather broad-
based population projections for large areas.
State planning agencies and local colleges
and universities are also useful sources.

In many areas, however, housing market
researchers prepare their own projections.
And their methods are nearly as varied as
their creativity allows.

Oneapproach is toextrapolate past trends.
Extrapolations can be as simple as a linear
extension of a line connecting points of pop-
ulation data drawn from historical evidence.
Extrapolations can be more complex, using
mathematical curve-fitting methods to pro-
vide nonlinear projections.

Another technique is to base population
projection for a small area on projections

ALFRED GOBAR, PRESIDENT, DARLY/GOBAR ASSOCIATES INC., TUSTIN, CALIF.

already prepared for larger areas. If, for ex-
ample, it is discovered that population
growth in a particular suburb is about 8%
of the population growth of the SMSA, the
distributive shares approach would be to as-
sume that a general projection for the SMSA
could be converted to a projection for the
suburb by applying an 8% factor. Nonlinear
applications of this technique are also used.

The cohort survival method is one of the
fancier approaches to population projection.
It applies birth-rate assumptions to each age
group in the population. This approach is
used to determine, by successive calcula-
tions, the change in the population, the ad-
vance in age of each age group (cohort) and
additional population as a result of assumed
births less deaths, i.e., national increase.

Obviously, this methodology is most ap-
plicable to large geographic areas. Attempts
toapply it to small areas break down because
of the monumental distortion that can be
created by in-migration and out-migration
from study areas. In fact, migration is one
of the most significant sources of uncer-
tainty and outright error.

Housing developers should be especially
interested in areas with heavy in-migration
since newcomers represent an immediate
demand for dwelling units.

Qualitative factors. Reasonable accuracy
of population data can be tested in a general
way through allied economic indicators: for
example by a proper interpretation of
changes in school enrollment or by patterns
of retail sales (when adjusted for inflation)
in categories like food. Changes in an area’s
employment profile—particularly in the
number of jobs in retail trade and the serv-
ices—are also related to population change.

It is also extremely important to under-
stand exactly who is represented by the
numbers. In one instance we discovered that
6,000 of 27,000 people reported for a particu-
lar community were inmates of an institu-
tion. The institution, a state prison, was run
efficiently enough to assure that these 6,000
men would not enter the housing market.

Another important factor: Some areas can
enjoy substantial demand for new housing
asaresultof decreasesin household size even
with a static population base. It takes more
units to house 100,000 people if the house-
hold size is 2.5 rather than 4.0 persons.

In summary, it is incumbent that the
builder/developer determine how many of
what kind of households can be expected to
want his product at a given location. Popula-
tion data is an important first indicator.
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WEISER SECURITY

IS A COMFORTABLE FEELING!

A logging chain and a padlock wiil provide security. A better way is to use a Weiser
high security dead bolt in combination with a Weiser entrance lock. A one inch dead bolt
with tempered steel center and free-turning collar deters the most persistent intruder.
The deadlocking latch on the entrance lock prevents forced entry by using a credit
card or knife blade.

Homeowners like the comfortable feeling of Weiser security. Make it a selling
feature of every home.

WEISER LOCKS

WEISER COMPANY * SOUTH GATE, CALIFORNIA
DIVISION OF NORRIS INDUSTRIES

ANOTHER NORRIS INDUSTRIES BUILDING PROPUECT
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The people who
make or break
condominiums
might surprise
you
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ceramic

Summitstones.. Y

creative walls anywhere...imagine that!

Summitstones . . . the extruded ceramic wall tile with the handcrafted
‘look’. The perfect “‘size” for creativity . . . they're as “wide" as your
imagination and as “‘deep” as your desire for sparkling versatile beauty
... for walls everywhere. Available in 2"x4”, 4"x4”, 3" hex and LaVinchy
contour . . . in 18 color ranges from earth tones to brilliant brights.
You'll want the full story . . . ask your ceramic tile contractor/dealer
orwrite . . .

ng/ifi--//(m (/( * TILES, INC.

SUMMITVILLE, OHIO 43962

Member: Tile Council ol America, Inc./Producers Council
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THE MERCHANDISING SCENE

“Mini-models are a great

way to demonstrate your homes when
it doesn’t make sense

to use full-size decorated models”

It's smart merchandising when the large-
project builder sets up a substantial budget
for decorated model homes and apartments.

But what happens when you only have 25
lats, or you're building on skip lots, or you're
offering such fantastic values that you'll
probably be sold out before your models are
completed? Thenitisn’t really smart or very
practical to get into the expense of model
units.

For example, in analyzing building opera-
tions in some of the major housing markets
like Atlanta, Houston, Detroit and Florida,
we find large subdivisions with homes being
offered by several small builders. These
builders usually commit themselves to from
five to 35 lots and it’s just not economically
feasible for them to amortize the cost of
interior decorating, landscaping and main-
taining model homes.

But on the other hand, it is very difficult
for prospects to understand blueprints or
relate to artistic renderings—yet alone get

excited enough to buy from them. So the
small builder—or any builder operating
under unusual conditions—should seriously
consider the merchandising potential of
mini-models like the ones shown here. They
are being used to market $75,000-8§90,000
homes under construction on 35 lots in Mt.
Olympus—a large subdivision located in the
Hollywood Hills area. The project consists
of four basic house plans with 30 different
elevations and is being built by an affiliate
of Jack Shine’s First Financial Group, First
Western Development Co. On the basis of
market research, it was concluded that this
housing program could be marketed in nine
months without using decorated models.
In working out the marketing details with
FWD President David Bock, we concluded
that there was a need for mini-models be-
cause blueprints and renderings could not
really play up the home’s interesting fea-
tures: i.e. vaulted, two-story and clerestory
ceilings, oversized rooms, raised platforms

The mini-models were built by Bill Agui-
lar’s Graphico Inc., in Orange, Calif., at a
cost of about $400 each, They are 2" to
1"in scale and are partially decorated with
14" scale miniature furniture (not shown
in the photos) which was purchased in a
toy store. Roofs are removable, as is the
second story of the two-story homes, so
prospects can view the entire living area.

HERBERT L. AIST, PRESIDENT, HERBERT L. AIST AND ASSOCIATES, ENCINO, CALIF.

for beds in master bedrooms, individual
saunas in each master bath and curved stair-
cases. In other words, the exciting elements
that can best be shown in three dimensions.

The homes were previewed before con-
structionstarted. During the first four weeks
11of the 35 were sold using mini-models and
renderings as principal merchandising tools.
And, although sales are expected to level off
to the original forecast, the mini-models
were a significant factor in early acceptance.

And at another FWD project in the Los
Angeles area called Garden Gate Town-
homes, acut-away model wasused to market
units before construction began. During the
first weekend, 30 of 36 projected townhomes
were sold; the other six went the following
weekend.

Mini-mode] usage need not be confined to
the smaller builder. Even when a high-bud-
geted model complex is to be used, what
happensif models cannotbe completed until
the end of November or beginning of De-
cember? In most markets this is the worst
time of the year for selling. If you wait until
models are completed, you might find your
prospect buying in a competitor’s subdivi-
sion. But by setting up a sales program (using
mini-models) prior to construction, or while
full-size models are being built, you can get
a jump on your marketing program.

Of course, pre-selling is not always advis-
able. If the deals are not written up properly,
or if there are lengthy construction delays,
cancellations can occur. On the other hand,
there are occasions where a project is unique,
the location is unique and the timing is very
important. That’s one time to consider
mini-models.

A word of caution: Mini-models make for
interesting sales tools, but they can be easily
abused by rough handling. So they should be
demonstrated by salesmen only. Your pros-
pects should not be allowed to remove the
different elements and the models should
definitely be protected from children.

Of course there are even better reasons for
the salesmen to handle the mini-model. It
is a fantastic conversation piece, giving him
many opportunities to demonstrate the fea-
tures of the house and to get his prospects
involvedin a way thatis impossible from just
blueprints.

Mini-modelscan beeffective supplements
toa normal model home presentation, or can
give the builder a jump on the market during
the construction period of the models, or, as
Jack Shine has shown, when you’re building
intheright location, they canbe all you need.
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Which stain offers greater color retention. ..
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Test after test has proven . . .

. .. that /atex stains offer superior color
retention and durability over oil-based
stains. We've proven it in our own
laboratories (as shown in the test photos
above) and in extensive field tests.”

Specify REZ Latex Solid Color or
Semi- transparent Stains

With REZ Latex Stains you are assured that
the job won’t have to be re-stained next year

or for years to come. On exterior surfaces,
REX Latex Stains form a tough, flexible film
that clings to the wood and resists cracking
and peeling—they're even mildew resistant.

Test panel
coated with

REZ" Latex Solid Color Stain

Choose from a palette of
quality colors

REZ Latex Stains are available in 38 solid
colors designed to give the rustic look to the
rough sawn wecods or textured sidings that
are so popular today. There are 38 semi-
transparent colors, too, for use where it is
desirable for the natural wood grain beauty
and texture to show through.

For detailed information on REZ Latex
Stains see Sweet's Catalog (9.9/Re) or
write to The REZ Company, One Gateway
Center, Pittsburgh, PA. 15222; or Box
3638, Torrance, CA. 90505.

* Additional test results furnished on request,
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| And poorly protected doors and
| windows are their prime targets.
| |Know your enemy and defeat it. f
sist on the ultimate weapons: doors |
and windows using Schlegel
weather sealing products.

Prey ny day?

Not with Schlegel weather stripping.

Our dual extrusions combine
two dissimilar thermo-plastic

— . - materials of different hardnesses
Schlegelfoam™is another ideal into a single profile. Dual

compression seal for doors and extrusions make highIY effective
Our exclusive Polyflex™ windows. This §oit. pliable ; glazing strips, drip caps and
weather stripping is made from uret}§cme foamis shea!hed ina other components for doors
a specially engineered resin- specml. leakpr?of coating and and windows.
blend plastic. It won't dent or comes in a variety of shapes |
take a set like metal. It won't and densities. It provides !
become brittle in cold weather perfect protection in awning or Don’t give any quarter to the
as vinyl will. And paint doesn't casement windows, meeting enemy. Write for our "battle
adhere to Polyflex. rails on double-hung windows plan.” It's free.

and patio doors.

8 ¥ The Schlegel Manufacturing Company
c ege 1555 Jefferson Road, Box 197

Rochester, New York 14601
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THE MORTGAGE SCENE

A

Why land sale-leaseback is spreading:
“Large professional developers can
start more projects per year

without increasing their capital”

We are in a period of increasing flexibility
and adaptiveness in apartment and income-
property financing.

One example is the rise in interme-
diate-term financing, discussed in a previous
column,

Another example is the growth of land
sale-leaseback financing.

Just three years ago this figured in about
5% of the deals submitted to our company.
Now the proportion is up to 15% to 20%.

Who's using most of the land sale-lease-
backs?

Primarily, it’s the large professional de-
velopers—those more interested in a front-
end profit than in an investment return. The
sale-leaseback, subordinated to the first
mortgage, may bring their total financing up
to 90%—more than enough to cash out in
most cases. Thus they are able to start more
projects per year without increasing their
capital.

Temptation. I would add a word of caution
here. The sale-leaseback is an expansion
tool, to be used with care. Its very ease and
attractiveness could encourage some build-
ers to overextend. Sufficient room should be
left to cover possible cost overruns and slow
rent-ups. The higher-ratio financing reduces
the builder’s equity needs but raises his
break-even point.

With such financing the developer can
build in larger phases than might otherwise
be within his means. Or he might tackle
larger projects than he otherwise could
without a joint venturer.

There’s another advantage to the land
sale-leaseback. It eliminates the non-depre-
ciable aspect of the project and reduces its
total tax liability. In a typical first year, with
good occupancy, this may triple the rate of
after-tax return on investment. Needless to
say, this makes the project a more attractive
vehicle for syndication.

Sophisticated developers have also seized
upon the sale-leaseback as a means of restor-
ing tax shelter on an existing property. The
land rent becomes a deduction against in-
come. The proceeds of the land sale are
treated as a capital gain.

The technique is also useful for reAnanc-
ing an existing project which has a substan-
tial term left on a mortgage with a lower-
than-current interest rate. Combining it
with a wraparound mortgage will give the
developer more money than would be possi-
ble with a new first mortgage—and he will
still retain his low interest rate.

An economical approach. What does the

developer give up to obtain these benefits?
Surprisingly little.

The leaseback is much the cheapest form
of junior financing. Land rents on a typically
good project are within 1% % to 3% of the
first-mortgage interest rate. There are
kickers almost always, but they are not gen-
erally onerous.

There is, of course, increased risk to the
cash flow, which is the last layer of the
income stream. On a good apartment project
the break-even point may be raised from
75%-80% occupancy to 88%-90%.

Nor is it hard to obtain this financing—
always providing, of course, that the project
is of high enough quality to justify the
lender’s risk in subordination.

Institutional  investors, particularly
REITs, find the vehicle attractive because it
offers the combination of a high annual re-
turn with minimum administrative cost.
It has residual value at the expiration of the
lease plus the potential of extra income in
the kickers. There are now even a number
of trusts whose sole or primary corporate
purpose is investment in subordinated land
leasebacks.

Typical leaseback terms would be 10%: %
to 11% of the land-sale price as annual rent,
plus 15% of any increase in gross income,
plus 25% of net proceeds of any subsequent
refinancing.

A typical term would be 40 to 60 years,
with another 25-year renewal option based
on then-appraised value. Some leases, with
options, run to 99 years.

The typcial arrangement would also in-

Exotic financing

One difference between the current tight
money period and those of 1966 and 1969
is that builders today have access to a
wider repertory of financing tools, partic-
ularly in the multifamily and income
project area.

One of these tools, the interme-
diate-term loan, which provides bridge
financing when long-term loans are una-
vailable or undesired, was discussed in
“The Mortgage Scene” in June. Reprints
are available.

This month’s column deals with the
tool for meeting the equity gap in income
projects, a gap that is becoming more
common as costs keep rising.

clude a repurchase option for the borrower,
either at the then-appraised value or at a
formula. There is a wide choice of possible
formulas. Among them: the greater of cost
or market; a niultiple of rents paid in repur-
chase year; or 15%-25% of net refinancing
proceeds.

Flexibility. Within this package there is
great leeway for trading off of terms. Some
investors, for example, will waive the kicker
onrefinancing proceeds if the borrower gives
up the repurchase option. Or the investor
may waive the income kicker in return for
ahigher annual rent. Some of the REITs have
been particularly flexible in give and take on
leaseback terms.

There is a hazard in making repurchase
options too liberal. The Internal Revenue
Service may then construe the leaseback as
equivalent to a mortgage and this would
affect the deductibility of the rent payment.

Onproposed constructionasale-leaseback
is negotiated much like a permanent mort-
gage—asatakeoutcommitment tobe funded
after completion and after closing of the first
mortgage. A construction loan can usually
then be obtained against the total takeout—
first mortgage plus leaseback.

The principal criterion on committing a
leaseback is the project’s coverage of land
rent. That is, the ratio of the cash flow after
expenses and debt service to the land rent.
Thisshould be aminimum of 150% and may
range up to 300%. The riskier the project,
of course, the higher the coverage required.

One of the questions frequently asked
aboutleasebacksis how they affect the resale
of a project. If the leaseback is relatively
young, the effect can only be positive. It
increases the project’s leverage and tax
shelter. In theory a project close to the expi-
ration of the last option should experience
a decline in resale value. But there are not
enough old leasebacks in existence to test
that proposition.

In summary, The growth of the sale-lease-
back technique has been one of the impor-
tant factors that made possible the great
expansion of apartment production of the
past few years. It has been most used to date
by large developers primarily concerned
with front-end profits.

But it can be equally useful to the invest-
ment builder, who can immensely increase
his leverage and tax shelter, and as a tool of
refinancing. It offers a medium for the
smaller builder to expand his operations.
Risks and costs are limited as long as cash
flow provides ample coverage of land rent.

ROBERT ]. MYLOD, EXECUTIVE VICE PRESIDENT, ADVANCE MORTGAGE CORP. , DETROIT, MICH.
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condo puzzle

How to solve
the key problems
in housing’s
boom market ... .. i .

booming despite the tightening money squeeze. This year’s condominium
volume could reach close to 350,000 units—or 65,000 more than the 1972
total.

But this is also a relatively new market (for all practical purposes, it started
in 1962). So even though condominium has become a household word, it
still involves all sorts of unresolved problems, ranging from the filing of
building papers to dealing with condo associations after a project is built
out.

Significantly, most of these problems lie in the very areas that are making
condominium successful. For example:

Condominium makes it possible to build for-sale housing priced sig-
nificantly lower than conventional detached housing of comparable quality.
But as yet, few potential buyers are comfortable with the idea of owning
what is in effect a multifamily unit.

Condominium makes possible a virtually maintenance-free way of life.

TO NEXT PAGE
——
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CONDO PUZZLE CONTINUED
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H. Clarke Wells
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Gabriel Gary Kotin

These are the experts

But the machinery for handling this maintenance is an increasing source
of possible friction between the developer and his buyers.

Condominium makes possible the ownership of air-rights apartment units.
But in so doing, it creates wickedly complex legal snarls in defining who
is responsible for what.

Finally, while condominium has proved extremely popular with some
segmentsof the market—notably very young families, resort buyers and older
empty nesters—for other segments it represents a compromise. Surveys show
that in middle price ranges, some 50% of condominium owners plan eventu-
ally to own a detached home. So in effect, the developer has to deal with
a market that wants something else but is forced by financial pressure to
buy condominiums.

A good indication of both the attractiveness of the condominium market
and of the difficulties it poses is the series of seminars on solving the key
problems of condominium which House & HOME has co-sponsored for nearly
a year; ten sessions have already been held, and the level of attendance and
interest has dictated still more sessions in the future.

It is the faculty of these seminars which has supplied much of the expertise
in this issue of House & HoME. On the next 12 pages the experts pictured be-
low will provide you with answers to the toughest questions that you are
likely to encounter in the condominium market.

H. Clarke Wells 1s senior vice president
of L.B. Nelson Corp., an 11-year-old Cali-
fornia-based apartment building firm
which entered the condominium feld
about three years ago. Wells’ column, The
Apartment Scene, is a regular feature of
House & HoME.

Lenard L. Wolffe, attorney with the Phila-
delphia law firm of Pechner, Sacks, Dorf-
man, Rosen & Richardson, is a specialist
in real estate planning, zoning and related
buildingsubjects. He alsois acontributing
editor to House & HoME

Jerome (Jerry) Snyder is president of |.H.
Snyder Co. which, with Loew’s Corp., has
joint-ventured both low- and high-rise
condominium projects from coast to
coast.

Gabriel Gary Kotin is vice president and
general counsel of Seay & Thomas Inc.,
a diversified realty company which de-
velops, markets and manages a wide range
of condominium projects.

William G. Bone is president and founder
of Sunrise Corp., which was one of the
early pioneers in developing resort condo
projects in the Palm Springs, Calif. area
and is now building in several other west-
ern states.

Barry M. Fitzpatrick is a partner in the
Maryland law firm of Shaffer, McKeever
and Fitzpatrick where he specializes in
condominiums, cooperatives, planned
communities and FHA-assisted housing.

LS
Barry M. Fitzpatrick

William G. Bone



The Iega.l puZZIQ Nowhere else does the newness of

condominium ownership show up more strongly than in the realm of the
law. As a developer, you must deal with a host of problems ranging from
compliance with state condominium statutes to establishment of a viable
insurance program. You and your lawyers will be sailing in largely uncharted
waters, because there just hasn’t been time for a body of condominium legal
precedents to accumulate. But you still have to have at least a nodding
acquaintance with basic condominium law.

Arecondominium regulations the same

in all states?

Not exactly. In each state the horizontal
property act, which governs condominium
development, is based on a model act issued
by the FHA. But each state made varia-
tions—some minor and some major.

So while all condominium development
is similar, procedures and regulations differ
from state to state. These differences signifi-
cantly affect every phase in developing a
project, and, thus, its ultimate profit.

How do you go about creating a
condominium?

First, immerse yourself in your state’s hori-
zontal property act. It’s your bible and the
vehicle that lets you legally convey title to
air lots,

“Keep in mind,” says Barry Fitzpatrick of
Shaffer, McKeever and Fitzpatrick, “that the
horizontal property act is a title statute, so
all kinds of basic and familiar rules apply.
Also, it's important to think of every condo-
minium as essentially a subdivision. Much
of what you learned as a subdivider dealing
with lots and blocks is true for condos.”

As with any subdivision, the first require-
ment for acondominium is to prepare a plat.
But a condominium plat differs from a nor-
mal subdivision plat in one major respect:

It includes a floor-by-floor plan of the
buildings to show the dimensions and loca-
tion of each air lot. Each unit must have a
permanentidentifying designation and more
and more title companies are asking that
plansinclude floor sectionsand exterior wall
thicknesses.

Again, as with any subdivision, the plat
is not legally binding unless it is filed for
recording by the developer and certified by
an architect or surveyor. Some states require
an engineer’s certification. And, in a title
state, the plat probably must be executed by
all mortgagees involved in the project.

What’s the next legal step?
Draw up a master deed. Required by statute,
the deed sets forth the covenants and restric-
tions that will govern the condominium and
spells out the rights and responsibilities of
the developer and his buyers. Specifically:
® Itmustincludealegaldescription of the
property and of each housing unit and all
commonly owned elements. The simplest
way to do this is to include the plat in the

master deed by reference.

® [t must distinguish between two types
of elements: those limited to use by a partic-
ular unit owner or group of unit owners—a
balcony, for example—and those available
for the general use of all owners.

o [t must set forth each unit owner’s
proportionate share of the project. This ap-
portionment can be based on the value of
each unit (not necessarily market value) in
relation to the value of the whale project or
on net saleable square footage. These
proportionate shares, which become fixed
once theyarerecorded, determine an owner’s
monthly expenses and the weight of his vote
in the condominium association.

Despite its seemingly straightforward
purpose, the master deed can be a booby trap
for the developer.

Why is the master deed potentially
dangerous?

“If something terrible is going to happen in
a condominium project, it will probably be
because of an oversight in the master deed,”
says attorney Fitzpatrick.

Consider an actual case. A developer com-
pleted 25 units of a 50-unit project, sold
twenty and then had trouble moving the
remaining five because of an unexpectedly
soft market. So he decided not to build out
the rest of the land. But since this situation
was not covered in his master deed, he
couldn’t sell the unused acreage. It no longer
belonged to him. Instead, it was a common
element owned by the condominium associ-
ation.

The moral, says attorney Lenard Wolffe of
Pechner, Sacks, Dorfman, Rosen & Richard-
son: “When drafting the master deed, think
today of what might happen tomorrow.”

Obviously, what's needed is a knowl-
edgeable and experienced lawyer. But the
wisedeveloper shouldbe intimately familiar
with the provisions of his master deed be-
cause the stakes are too high to risk any
errors. Furthermore, there is a shortage of
attorneys with in-depth experience in con-
dominium law, particularly in localities
where condominium development has just
started.

How should a housing unit be defined

in the master deed?

To avoid future trouble the deed must tell
precisely where the unit starts and stops—

not only from side to side and front to back
but also from top to bottom.

Side-to-side and front-to-back dimensions
are measured between the outer surfaces of
the drywall on opposite walls. In other
words, the drywall—but not the insulation,
framing, sheathing and siding—is included
in the unit.

Top-to-bottom dimensions are measured
from the top surface of the ceiling drywall
to the bottom surface of the floor covering.
In a two-level unit, the measurement should
extend through the floor structure of the
second level unless this structure includes
utilities used by the owners of other units.
In a high-rise, concrete slab building, indi-
vidual ownership starts with the unfinished
bottom surface of the ceiling slab and ends
with the unfinished top surface of the floor
slab.

If you don’t spell out the limits of owner-
ship, you could wind up like the developer
whose sloppily drawn deed included the fin-
ished floors in the common elements. So,
legally, the maintenance, repair, replace-
ment and insurance of carpeting, tile and
hardwood flooring became a common ex-
pense.

It is presumed that anything within a
housing unit is paid for by the unit owner,
anything on the outside, by the condomin-
ium association. So where ambiguous situa-
tions may arise, spell out who is responsible
for what. Examples: windows, doors, balco-
nies, patios, through-the-wall air condi-
tioners, backyard air-conditioning compres-
SOTS.

Finally, the master deed should include
easements so that maintenance and repair
personnel have access to individual units for
service of common elements and neigh-
boring units.

How can you limit your payment of
common expense assessments for un-
sold units?
Short of limiting inventory, it is foolhardy
to try. Once you convey the first unit to the
first buyer, you have a partner. You become
a condominium owner of the remaining un-
sold units—and are thus obligated by statute
to pay their pro-rata share of the total costs.
“The real danger,” says Fitzpatrick, "is
thatif youdidn’t budgetin the beginning and
pay your fair share, the owners association
may sue you later.” TO NEXT PAGE
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Where can you get help in preparing a
master deed?

In addition to your lawyer, and possibly con-
sulting attorney who specializes in condo-
minium law, your title company should be
brought into the picture.

“Tt’s good to have another set of knowing
eyes go over all those documents,” notes
Fitzpatrick. “The title company may have
some new special requirements. This is a
very fast moving field, and what was not
needed a month ago may be essential now.”

At the same time, you should try to obtain
a title-company commitment to protect the
mortgagee against statutory defects in the
permanent loans on individual units. Says
Fitzpatrick: “This will make your mortgagee
sleep better at night, and it may cut down
on the review time when the documents are
sent him prior to recording.”

What protection will your lender ex-
pect int the master deed?

At the very least he’ll insist that since as-
sessments for common expenses are a lien
on each unit, this lien must be subordinate
to the first mortgage.

Also, if your deed gives the condominium
association the right of first refusal on resale
of units, this right should not apply to units
foreclosed by the lender.

How can the master deed protect
against unit owners who default on
their assessments?

The deed should provide that, at the option
of the condominium association, a default
in orie month’s payment can be considered
a default for the next 11 months. That way,
the amount to collect will be large enough
to interest a lawyer.

As a further constraint against the recalci-
trant unit owner, you should ask the lender
on the individual loans to provide that a
default in the payment of any assessment is
also a default under the mortgage.

Should the master deed differentiate
between the developer, as the owner of
unsold units, and the individual unit
owners?

Definitely. The rights and responsibilities of
each should be precisely delineated. Other-
wise, a rule that’s to keep owners in line can
backfire against the developer.

A case in point: In his association bylaws,
a developer required that 1) units could be
used only as residences, 2) no commercial
activity could take place in the project, and
3) no signs except physicians’ name plates
could be posted.

Subsequently, the association got into a
dispute with the developer and slapped him
down with his own requirements: It insisted
that he close his models and remove all his
merchandising signs. So there he was with
unsold units and no tools to sell them.
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Do condominium projects have to be
registered with state agencies?

Yes. Many states require that condominium
offerings be registered with the state real
estate commission, the attorney general’s
office or some other state agency.

Typical states are Michigan, New York,
Oregon, New Jersey, Virginia, Washington
and Hawaii.

Even if you are not building your project
in one of these registration states, but your
advertising and promotion reaches them,
you must register. New York is by far the
most adamant and the most difficult and
unreaspnable state to deal with in this re-
spect.

When does a condominium come under
S.E.C. jurisdiction?

Any condominium project, particularly in
the resort or second-home field, is likely to
come under S.E.C. jurisdiction if it is sold
with any suggestion of investment. Hence
it can be considered a security. And if the
S.E.C. does have jurisdiction, then your
state’s securities commission is likely to
have jurisdiction also.

Though the S.E.C. attitude toward condo-
miniums is very much in flux, Fitzpatrick
says that condominiums will be considered
securities if they have rental-pool arrange-
ments, or if they are offered and sold through
written or oral representations which em-
phasize economic benefits.

Soit’s amatter of emphasis. If you empha-
size the investment opportunity—with or
without a rental pool—then the offering is
very likely tocome under §.E.C. jurisdiction.
Of course, the S.E.C. reserves for itself the
right to decide which condominium offering
is a security and which is not.

How can a developer avoid registering

his condominium with the 5.E.C.?

Guard against inadvertent investment over-
tones.

Fitzpatrick recommends handling sales
contracts this way:

1. Insert provisions that no rental pool,
rental arrangement or rental service is of-
fered by the developer or any third party. If
the owner wants to rent his unit, it is his
own responsibility.

2. Insert provisions that no warranty of
anykind is made regarding the tax treatment
of a purchaser by the Internal Revenue Ser-
vice. Recommend that each buyer consult
with his own tax counsel for advice. This
guards against an emphasis on taxes, tax
shelter or investment.

All advertising, promotional material and
verbal sales presentations should also refrain
from promising rental income or tax bene-
fits. Even mentioning the possibilityof these
advantages is risky and may produce a nega-
tive reaction from the S.E.C.

How do you legally preserve your op-
tions in case sales don’t go as planned?
There are two basic methods: Build the proj-
ect as several condominiums, each having
its own master deed, or let one master deed
cover the entire project, even if it is built in
phases. Here’s how they work:

The multi-deed method. Suppose your
plan calls for 500 units on 50acres. Start with
100 units (the first phase) and allot ten acres
for the buildings and common elements.
This phase should have its own set of docu-
ments. Subsequent phases should be handled
the same way so that at the end of each phase
you are free to stop and use the remaining
acreage for another purpose or sell it.

The recreation facilities are set up as a
homes association, and as each condomin-
ium phase is completed it is plugged into the
association.

The single-deed method. Your deed as-
signs to the first phase 100% interest in the
common elements. This percentage is then
reduced as you complete subsequent phases.

At first glance, this method seems to offer
greater flexibility, but in reality it boxes you
into a tight and dangerous position. For ex-
ample, in a 500-unit project your initial
homeownerassessments will be based on the
premise that all the units will be built. If you
decide later to build only 250 units, assess-
ments will rise sharply, and you'll be open
to litigation.

But that’s not the only problem. Here are
three others:

® The capital cost of your recreation
package will have to be written off by 250
rather than 500 units.

® You'll have trouble with your lender if
he has insisted ori a percentage of sales before
putting up his money. In condo jargon this
is called the pre-sale requirement.

e You'll lose ownership of the unbuilt
land because it’s considered one of the com-
mon elements.

DoHUD's rules on interstate land sales
apply to condominiums?

HUD says they do. The industry says they
don’t. And right now many condominium
developers are ignoring them. Thus far,
HUD's reaction has been some saberrattling
but a minimum of legal action.

That could change, however. And, Fitzpa-
trick points out, you're running a big risk if
you shrug off the Interstate Land Sales Reg-
istration Act. Legally, hesays, the actapplies
to any condominium unless it qualifies for
one of these four exemptions:

® It was built out before it was offered for
sale.

e It includes less than 50 units.

e It is merchandised only in the state
where it is located.

e The developer contracts to complete
the last unit within 24 months after starting
the project. This, says Fitzpatrick, is the best



Condominium insurance: Does your umbrella coverage leak?

It shouldn’t but it might because insur-
ance is one of the toughest condominium
problems.

The basic reason is that the insurance
industry hasn’t kept pace in terms of un-
derwriting and policy writing concepts.

S, at this point, we don’t have suffi-
cient loss experience to tell how this situ-
ationis going to be remedied, " says attor-
ney Barry Fitzpatrick.

The foundation of condominium in-
surance is the single master policy that
insures both the common elements and
each individual unit owner. It’s paid for
at common expense, and individual cer-
tificates of insurance are issued to unit
owners and mortgagees.

The master policy avoids a serious
problem: Several insurance carriers
squabbling over who pays for what if
common elements and several living
units suffer a simultaneous loss.

Though many companies do not offer
amasterpolicy, attorney Len Wolffe notes
that some large national firms—INA,
Aetna, Hartford, among others—do.

Coverage should be 100% of replace-
ment value, less a deduction for founda-
tions and excavations.

“Make sure that it’s a first-rate reputa-
ble company with a solidrecord of prompt
and fair payment,” says Wolffe. “And
make sure that the carrier is licensed to
do business in your state so that you can
sue him easily if it's necessary.”

Here are the key points when setting
up the master policy:

way to avoid HUD registration if you're sell-
ing interstate.

Whatis a quadrominium, and how does
it fit in?
Itisa condominium in which several owners

® Provide coverage to insure payment
of assessments for units destroyed by fire
while they are being rebuilt.

® Provide that the policy cannot be
canceled or substantially modified by the
carrier, even for nonpayment of pre-
miums, without 30 days written notice.

® Provide directors and officers liabil-
ity insurance. “While youand your people
are building and selling out, you will con-
trol the association,” notes Fitzpatrick.
“Therefore, all of you will be the potential
target of law suits.”

® Provide bailor-bailee liability insur-
ance. This covers the association when
personal property is damaged or stolen
within the common elements. For ex-
ample, if a car were stolen from the proj-
ect’s garage, this insurance would protect
the association if it was found at fault.

¢ Provide fidelity bond insurance to
cover employees or agents who are re-
sponsible for handling association funds.

® Insert an A.LM.A. clause. It stands
foras the interests may appear at the time
of the loss, and covers the developer
whose financial interest in the project is
continuously changing.

® Provide water damage insurance, or
at least try to, although it’s often difficult
coverage to get. If you fail to get it, retain
the correspondence that shows you tried,
just in case later you are faulted by the
association for not providingit. This cov-
erage is particularly important in a high-
rise where a single broken pipe or clogged
washing machine can cause thousands of

hold title to a unit for use at different times
of the year.

Usually found in very high-priced resort
communities, the quadrominium is physi-
cally the same as any condo unit, but its legal
structure is different. The owners take title

dollars damage to units and common ele-
ments below.

e Provide flood insurance, possibly
through a federal subsidy program. “Most
insurance agents don’t know they can
write it,"” says Wolffe. “If you can get it,
grab it.” '

@ Make rebuilding mandatory in the
master deed in case of fire loss. Obligate
the owner to use his insurance money to
rebuild his unit instead of walking away
and leaving you and the association with
a burnt-out wreck.

o Check to make sure that the stan-
dard provisions for public liability, work-
men’s compensation and theft are part of
the master policy.

The master policy’s coverage is de-
scribed in the master deed and by-laws.
Send these sections to your insurance
agent and obtain from him a statement
that the policy delivered to you meets
these requirements in every particular.
Better yet, obtain a letter from the carrier.

In addition, the master deed should
contain a statement recommending that
individual unit owners obtain tenant’s
coverage for personal liability and effects
and unit improvements. This protects
you against the over-zealous salesman
who says, “The master policy covers
your entire unit inside and out.” Then
when $5,000's worth of custom-made
bookcases go up in smoke, the unit
owner is likely to sue the developer when
it’s discovered that this loss isn't covered
by the master policy.

as tenants in common among themselves,
and each owner can mortgage his tenancy in
common. If one owner defaults on his mort-
gage, the mortgagee forecloses only on the
interest of thdt mortgagor; the titles of the
other owners are not affected.

The ﬁMHCin g puZZIe Asagroup, lenders are

notoriously conservative. Faced with a relatively new concept like condo-
minium, they can be downright backward and put up so many hedges that
the deal becomes impossible. They have to protect themselves, but so do
you, so you have to know both how to educate and how to negotiate.

What’s the biggest headache in financ-
ing?

It’s getting lenders to appraise on a retail

instead of wholesale basis.

Appraisal at retail value will give you the
full amount you need for construction and
mortgaging out. You usually find retail ap-
praisal in areas where condominiums have

proven track records.

But, where condominiums are unknown,
wholesale appraisal is likely to prevail be-
cause lenders treat it as if it were a rental
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project. Value is figured from a capitalized
income stream and you come up with a
number that bears no relationship to the
total selling price of the units (although
hopefully, it will bear some relationship to
construction costs).

How do you handle wholesale ap-
praisal?
There are several solutions. Here are two:

1. Suggest to the mortgagee that he draft
his commitment so it has a floor and a ceil-
ing. The floor is an amount based on whole-
sale value. If during construction, you dem-
onstrate that you've sold a predetermined
percentage (40% is typical) of units to bona
fide buyers with 5% deposits, contracts and
proven qualifications for financing, then the
loanis increased to a much higher level—the
ceiling.

“If you're in the right market,” says Fitz-
patrick, “thiswon’tcreate a problem because
by the time you need the difference you've
hit the required percentage in pre-sales.”

2. You can get a back-up commitment to
supply the difference between the amount
based on wholesale value and the amount
needed to develop and build the job. The
back-up commitment is used only after the
original loan is 100% drawn.

If you get retail appraisal, what other
problems is the lender likely to present?
You've got to negotiate the pre-sale require-
ments. Usually, the permanent lender will

The

close only when a certain percentage of units
are sold. You should aim for 10% to 30% and
be willing to settle for 40% which is the
normal figure for many parts of the country.

What if you don’t get to the pre-sale re-
quirement point on time? You can buy an
insurance policy. It's a commitment from a
lender, usually an REIT, for a short term
permanent loan. So if the job bombs out
you've got a home for the construction loan.

When a project is completed and mostly
sold out, how do you free up the cash
in the unsold units?
When negotiating the original permanent
loan, put in a provision that allows you to
close a certain percentage of units in your
own name so that you can cash out.

If you can’t get this provision, or forget to
put it in, find another source of permanent
financing to cover these last units.

What are the special problems in fi-
nancing a high-rise condominium?

The biggest problem is that you can finance
other types of developments in stages, but
a high-rise has to be financed all at one time.

Also, condominiums are still so new that
in many areas there is a 50% pre-sale re-
quirement before you can get some or all of
your construction loan.

This can be more of a problem with a
high-rise than with a low-rise project. If, for
example, you were building 200 townhouse
condominiums, you could break the project

into five stages of 40 homes each and fulfill
your obligations by pre-selling 20 units in
each stage. But in a 200-unit high-rise, there
would be no way around the requirement to
pre-sell 100 units.

Something else to watch out for is the
temporary negative cash flow that could re-
sult from an early payback provision based
onthe percentage of themortgage to the sales
price. Lenders often require such a provision
because they want their loan fully repaid
before the entire project sells out; that way
they will be sure to receive payment even
if some units are left unsold.

You could end up with a temporary nega-
tive cash flow in the following situation:

Suppose that your construction loan pro-
vided 80% of your financing for a 100-unit
high-rise. If you sold an apartment for $50,-
000, 80% of the sales price—or $40,000—
would represent that unit’s portion of the
amount you borrowed.

But if the entire loan had to be repaid by
the time 80% of the units were sold, each
time a unit closed you might pay at the rate
of 110%. Thus, in the above example, you
would give the lender $44,000. Since your
buyer would have already given you a 10%
downpayment, he would pay $45,000 at
closing. So you would be left with a mere
$1,000. And if you were also committed to
making land payments each time you closed
aunit, you might well find yourself with less
money in the bank than you had before the
closing.

association puzzle .......

condominium ownership is that it requires buyers not just to live close
together but to share in the management of much of the community in which
they live. This creates problems not just forresidents but foryou the developer.

Since you must also share in the management during the buildout period,
such problems may affect your sales adversely. And even after buildout,
association troubles can haunt you if you haven’t done your homework

properly.

When can you begin protecting yourself
against suits for fraudulent mainte-
nance assessments?
When you are drawing up the master deed.
The deed muststate the monthly assessment
to be paid by each unit owner. And this
assessment will be based on your operating
budget, which will include both routine
maintenance costs and a separate mandatory
reserve for such major jobs as replacing roofs
and boilers and repaving parking lots.
“Even if you have a competent in-house
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staff, consult outside professionals,” says
Fitzpatrick. “They’ll do more than help you
estimate yourmaintenance costs and reserve
needs. You can also ask them for written
opinions stating that both estimates are ade-
quate. And those opinions can stand you in
goodstead if, at some futuredate, the owners’
association decides to sue you for fraudulent
presentation of cost estimates.”

Accurate cost estimates are also an in-
creasing concern of lenders because of the
decisionsin several recent law suits. In these

cases the courts ruled that the lender was a
joint-venture partner of the developer and,
thus, liable for the developer’s acts.

Who should control the condominium
association?
During construction the developer should
retain control by appointing the majority of
the board of directors.

Not until the project is almost sold out
should the unit owners take overand appoint
their own board. Otherwise, the developer




risks interference that could hamper his
construction and sales.

“Don’t promise to relinquish control on
a particular date,”” says Len Wolffe. “You
never know ahead of time whether a strike
or some other problem will delay con-
struction or sales. A good time to let the unit
owners take over is when you have sold
the next to the last unit.”

Should you manage the association?

Only during construction, says Wolffe. His
advice: Set up a separate management com-
pany to limit the liability of your develop-
ment company. Then after all units are sold,
it’s best to bow out, leaving the association
to hire its own management.

However, if you have experienced in-
house property and community managers,
you may want to manage the project after
it’s sold out and after you no longer control
the association. The method: While you still
control the association, have your manage-
ment company sign a contract with the as-
sociation for a period of time considered
normal in the area.

But you must obtain outside bids from
reputable management companies, and your
management fee mustcome very close to the
lowest bid. All bids should be filed in case
the association later challenges the terms of
the contract.

“As a matter of fact,” says Wolffe, “any
developer who manages his own project
should keep a record, filed chronologically,
of everything that could possibly become
part of a law suit. This will make it easier
for his lawyer to reconstruct events and also
to support his actions before a judge.”

Should you involve residents in the
project while you're still building?

There are two schools of thought. One says
set up committees, get feedback, put resi-
dents on the board, and you’ll get them on
your side.

“Twouldn’t do it,”" says Wolffe, “but a lot
of very successful people do. A number of
professional management companies
strongly recommend this approach.

“So, if you have a staff person who can
spend 75% of his time listening to mindless
minutiae without breaking under the strain,
then by all means investigate this route. If
you or your management company don’t
have this type person, go the other route.”

The other route——and the one Wolffe rec-
ommends—is, in his words, to “keep the
residents at arm’s length.”

"Be as polite and as civil as possible,” he
says, “but don’t tolerate interference.”

However, he adds, you should be sure the
residents are informed—preferably with a
newsletter Besides helping topromote sales,
it keeps the means of disseminating infor-
mation in your hands rather than in those
of potential antagonists.

How do you make sure the project will

be well managed after you give up con-

trol of the association?

Your master deed must require professional
management for the project. So the residents
should not be permitted to undertake self-
management—to bring in a friend or rela-
tive, for example, who needs a job, comes
cheap and has no experience.

In the long run, self-management lowers
the value of the project and thus hurts the
developer’s reputation and his relationship
with lenders.

How can you control the aesthetic ap-
peal of the project after turning it over

to the association?

If only for your prestige and reputation, any
project you develop should continue to look
its best long after you've sold out.

But there are always a few owners who
paint the windows and doors a bright color,
install a tacky canopy over their en-
tranceway, hang laundry on the balcony, fly
flagsfrom windows, dismantle ajalopy in the
driveway or carpet their balconies in dif-
ferent colors—an innocent practice that
makes for an ugly patchwork on high-rise
buildings.

To cope with such possibilities, set up an
architectural control committee while you
still manage the association. Staff it with
responsible residents and one or two of your
employees, and be sure it develops workable
procedures.

The committee’s authority can be vested
in the master deed, but hard and fast rules
shouldnot beincluded. It’s easier for sensible
people to deal with problems as they arise
than to rely on regulations.

How should you deal with prospects
who get upset over many restrictions?
Treat the restrictions as positive features,
Have your salesmen explain that these pro-
visions are protection for the community as
a whole. A few bad owners won't be permit-
ted to damage the common elements, throw
trash around, make excessive noise or other-
wise downgrade the project.

“People generally appreciate this ap-
proach,” says Wolffe, “because often it's
precisely these unpleasant things that people
are trying to escape when they come to a new
community.”

Arethere ways you can aid the associa-
tion after the project is built out?
Yes. The developer has clout in many areas
where the association doesn’t, and it can be
in his own best interest to use it, :
For example, you can lean on subcon-
tractors to provide quick service in remedy-
ing defects, and you can put the heat on
appliance manufacturers to go beyond the
strict provisions of a warranty.

This is the kind of action that can build
up good will for you with the associa-
tion. It could pay off later if you and the asso-
ciation have a major confrontation.

How should you deal with com-
plaints—reasonable or not—from unit
owners’

First, budget $50 to $75 per unit to cover the
cost of fixing minor problems.

“It's cheaper, easier and more effective to
deal with complaints by remedying them
thanit is to fight them legally,” says Wolffe.
‘Besides, unit owners do a lot of talking
among themselves, so you are better off fix-
ing problems than having owners bad mouth
the project.”

The next step is to build into the master
deed machinery for taking care of grievances
before they mushroom into causes celebres.
“This view isn’t what you promised me,” or
“The bathroom is supposed to be 10" x 12’
but it isnt that way now,”’ are among the
type of complaints that are difficult to solve
quickly.

Wolffe suggests that the following proce-
dure, which he calls the marshmallow de-
fense, be written into the master deed:

First, owners must notify the developer by
certified mail that they have a complaint.
The developer has 20 days to respond.
Owners have thé right to a hearing or meet-
ing before the association, and they can have
counsel present. If the determination goes
against the developer, he has 30 days to pro-
vide satisfaction.

““As a practical matter,” says Wolffe, “the
complainant is usually a hot-tempered
woman or hen-pecked husband who flies off
the handle when he doesn’t get instant satis-
faction. Then he sees his lawyer, and every-
one’s psychological position becomes fixed.
Thenextthing youknow youhave alaw suit,
and the complainant goes around with a
petitionand gets 19 other unit owners to join
in,"”

The marshmallow defense allows rational
thinking to solve the problem because there
is sufficient time for the complainant to cool
off.

How should you deal with disputes be-
tween unit owners in your project?
Picture a quiet old lady, whose cooking
makes peculiar odors, living next door to a
group of young drummers. She can’t stand
theirdrummingat all hours of the night, and
they hate the smell of her cooking.

The solution is to draft into the condo-
minium documents a method of resolving
disputes between owners at a very subdued
and low key level.

Typical methods: Ask the association or
another project’s association to arbitrate the
dispute. If necessary, provisions can be made
to ask for the services of a recognized arbi-
tration organization.
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The homes association: often a viable alternative to pure condominium

It works for attached single-family or
townhouse projects. Each owner holds fee
simple title to the land his dwelling sits
on and is a member of a nonprofit cor-
poration—the homes association—
which owns the common elements and
is responsible for their maintenance,
repair and insurance.

“If you are a townhouse builder, there
is nothing that you can do with a condo-
minium that you can’t do with a homes
association,” says Barry Fitzpatrick. “The
big difference is that the homes associa-
tion is much simpler and less costly.”

Here’s why:

® You save time—and money—by
eliminating the one or more registration
processes required for condominium.

e If you are the first in town with a
condominium, you must educate the

public andlenders to this unfamiliar type
of ownership. A homes association is so
near to conventional ownership that such
education is unnecessary.

e Phased development is simpler,
hence faster with an association than
with condominium.

® You can reduce your liability for
COMMON expense assessments more eas-
ily in a homes association than a condo-
minium.

® An FHA or VA condominium town-
house project will come undersection 234
of the National Housing Act and will have
to meet prevailing wage requirements,
cost certification and multifamily pro-
cessing which at its very least takes nine
months. And FHA says that before it will
insure the mortgage, 80% of the units
must be sold.

On the other hand, a homes association
ina FHA-VA project comes under section
203B of the National Housing Act where
processing time is usually nine weeks.

To qualify for homes association own-
ership, a project should meet two require-
ments:

1. Nodwelling unit may encroach ver-
tically onto any other unit.

2. Eachunitmustbe locatedonitsown
lot without violating local requirements
for density, minimum lot size, utility
connections, street frontage and setbacks.

“When these two characteristics are
present,” says Fitzpatrick, “forget condo
and go with the homes association. Or at
least think long and hard about it. There’s
nothing magical about condo. The homes
association is more likely to produce less
sweat and a higher profit.”

The high-rl.se puZZIe You think there’s no

placeto gobut up? Think again. Building a high-rise condominium is different

from any other type of condo; it’s far costlier—and far riskier. That means
you have to have the right product at the right time and at the right price.
Because once you start going up, you're committed to going all the way.

If you have the option to go high-rise

or low-rise, wouldn’t lower land costs
per unit make high-rise more profit-
able?

No. Higher construction costs would more
than offset the savings on land.

According to G. Gary Kotin of Seay &
Thomas and Jerome Snyder of J. H. Snyder
Co., there are only two situations in which
high-rise would be preferable: when you
are building in a high-rise area such as a big
city, and when you can capitalize on a
view.

Snyder’s successful Coronado Shores proj-
ect [HaH, Sept. '72], a string of 15-story
towers on a narrow island between the Pa-
cificOceanand San DiegoBay, was originally
conceived as garden apartments. After a year
and a half of rejecting site plans that allowed
views of the bay or ocean for only 20% or
25% of the units, ““we finally decided to bite
the bullet and go high-rise,” says Snyder.

Now all of the units have waterfront
views, 75% of the site is available for recrea-
tion and open space, and the towers are sell-
ing out almost as soon as they are completed
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at prices ranging from $33,000 to $98,000
compared to the top price of $50,000 Snyder
had planned to charge for garden apartments.

Do I have any choice about type of
construction?

Technically, yes. Realistically, no. There are
three types of high-rise buildings—steel
frame, ductile frame and flat slab concrete—
but the first two are so expensive to build
that your apartments would have to sell for
at least $70 a square foot.

Most builders use the flat slab method for
condominiums or rental apartments. Its
drawback is that it allows very little flexi-
bility in layout, so planning has to be very
careful.

Still, no matter how carefully you plan,
you’ll always find that you should have done
some things differently. If you are con-
structing several buildings, try to remain as
flexible as possible so that you can make
changes in the second one.

Forexample, when Snyder found that stu-
dio apartments, which had sold well at a
similar project, did not sell in the first

Coronado Shores tower, he was able to dis-
continue them in the second.

Is there an optimum height for a high-
rise condominium?

The optimum height varies according to lo-
cation and market.

As far as construction costs are concerned,
Kotin found that in Chicago the difference
in cost per salable square foot between an
eight-story building and a 22-story building
was only 2%. However, depending on build-
ing codes, there are certain points at which
construction costs rise sharply: for example,
when a smoke tower, higher-speed elevators
or an extra bank of elevators become neces-
sary.

Who should build the job—you or a
general contractor?

“Don’t try to build a high-rise yourself if you
haven’t built one before,”” says Snyder.

In normal times yvou should find a general
contractor who will guarantee cost. If, for
example, he guarantees the job will not cost
more than $6 million, you can do your plan-



ning and pricing based on that figure. Should
he succeed in bringing the job in for §5.5
million, you both share in the savings ac-
cording to a formula you have agreed on in
advance.

In boom times general contractors do not
have to take the risk of guaranteeing cost and
so they generally quote excessively high
prices. Then it becomes more economical to
do the job on a construction management
basis.

Construction management people act
more or less as your agent and receive a fee.
They subcontract all the work and generally
are top-level supervisors. However they do
not guarantee costs. Thus, if you have a
choice, useageneral contractorwhowill give
you a firm price.

What will the project cost?

You can get an idea of cost from some com-
posite figures Gary Kotin has prepared based
on 13 recent projects in several parts of the
country (see box/.

What should you look for in an
architect?

No matter how satisfied you are with your
present architect, if he hasn't built high-rise
before, he's not for you—particularly if this
is your first high-rise.

Andif your architect has worked only with
rental apartments, be sure he understands
that condominium buyers are much more
demanding than renters (see below).

Your contract with the architect should
provide for him to redesign the project at no
additionalfee if construction bids exceed the
cost limits you gave him—the normal AIA
contract does not include this provision.
Also be sure that your architect’s contracts
with structural and mechanical engineers
provide for any necessary redesign.

What should you remember about
planning a high-rise condominium?

The first thing to remember is that you will
be selling a view. You might consider using
single-loaded catwalk corridors if you are in
a part of the country where weather permits
so that all of your units will look out on the
view.

If your market is primary housing, you'll
need bigger rooms, more closet space, larger
lobbies, corridors, common areas, laundry
rooms, etc. than in a rental building.

And you'll also need more storage space—
particularly if you're building for families
moving from single-family homes. Kotin
suggests that in addition to the usual base-
ment lockers and a secure area for bicycles,
you use the space behind the elevators on
edch floor, next to the garbage chute, for
storage bins that are tall enough to hold skis
in the North or golf clubs or water skis in
the South.

“What all of this means,” says Kotin, “is

WHAT HIGH-RISE CONSTRUCTION COSTS
(based on composite of 13 actual projects)

Per sq. ft Percent of
of salable space sales price

{and cost (including demolition but with sewer and

water available to the site)

Poured-in-place concrete slab construction, including

open garage

Architect-engineer (below average—should be about

¥4 higher)

Project management development fee (including over-
head, legal, title, taxes, insurance, unsold unit as-

sessment)

Finance cost (on development, equity and land loan—
also includes placement fee, supervision or inspec-

tion fees, etc.)

Marketing costs (unusually low because distorted by

very large project included in composite)

that you’ll have a lower ratio of salable area
to gross area than in a rental high-rise of
comparable size. It’s an additional factor to
remember when you're pricing your units.”

Chances are that you will be using more
glass than you would use in a low-rise. This
makes it necessary to air condition the
building, including the corridors, no matter
what part of the country it is in.

Snyder offers some other dos and don’ts:

® Always build balconies. Although peo-
ple don’t use them, they like to know they
are there.

@ Get a landscape architect who is expe-
rienced with high-rise. Otherwise he may
nottakeintoaccount the fact that people will
be looking down on the landscape. What is
attractive at eye level often looks sparse or
cluttered from the air.

® Be particularly scrupulous about main-
taining the grounds of a high-rise. Every
brown patch of grass and every bit of sand
or dirt in the bottom of the pool is visible
from the air.

® Sinkyour tennis courts atleast five feet.
This way you don’t have to surround them
with high, prison-type fences.

® Provide maid service. It's a good selling
point.

® Avoid penthouses. Not only do they
cost more to build than standard units but
you lose the revenue on the units you could
have built instead.

“Just call the whole top floor penthouse,
put PHonthe elevator button and people will

love it," says Snyder. “And if you feel you

personally must have a penthouse, do your-
self*a favor and go live in somebody else's

$ 481 9.1%

30.38 57.3%

1.03 1.9%

250 47%

472 8.9%

183 3.5%

Total $ 4527 85.4%
Profit 773 14.6%
$ 53.00 100.0%

building. Let him lose the money.”

How extensive should high-rise recrea-
tional facilities be?

As with any condominium, this depends on
your market and your location. But Kotin
sees a trend away from elaborate amenity
packages.

""Particularly in high-rise,” he says, “we
find that people don’t want to get into com-
munity activities within the building.”

Thus Seay and Thomas’s recent projects
have included only the bare minimum of
recreational facilities: small swimming
pools with large decks and meeting rooms
that are “not as plush as they would have
been two years ago.”

Expensive amenities may even hurt sales,
according to Kotin. “People look at them and
say, ‘We're the ones who will have to pay
for their upkeep”.”

Snyder disagrees. He believes the New
Year’s Eve atmosphere in the Coronado
Shores clubhouse every weekend is a good
sales tool for new prospects.

But he does admit that the only way
amenities will work is for the developer to
force-feed them tothebuyers. The clubhouse
at Coronado Shores wasempty, hesays, until
it began dispensing free liquor.

What is the formula for pricing high-
rise condominium apartments?
More than with any other type of project, the
desirability of a high-rise unit varies accord-
ing to its location within a building.

“If you price your apartments according to
square-footage alone you’ll be in desperate
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trouble,” warns Snyder. “Buyers will pick
the best apartments and leave you with the
worst.”

A good example is a Florida condominium
that sold out one entire line of apartments—
from top to bottom floors—in the first day
of sales. No one could understand why, be-
cause the other units were selling slowly
even though many had ocean views.

It turned out that because of the curve of
the building, the units that sold out so
quickly had an unrestricted view of the Boca
Raton Country Club. The developers hadn’t
noticed, but the buyers were quick to spot
it the first day.

Soif your building is to sell out evenly you
must price the less desirable units lower and
the more desirable units higher—just how
much higher you may not be able to deter-
mine until you start selling.

Kotin tells of a 33-story building in Chi-
cago where he priced the units with views
of the lake or of downtown Chicago $3,000
above the identical units with less spectac-
ular views. Within two weeks he had in-
creased the differential to $4,500 and finally,
eight weeks later, he upped it to $6,000. The
building then sold evenly.

Ocean views are so highly prized in
Snyder’s Coronado Shores that he charges a
$20,000 differential on a 2-bedroom apart-
ment (from $59,900 for the bay view to $79,-
900 for the ocean view) to keep the buildings
selling evenly.

The

The old formula of charging floor-by-floor
increments has fallen into disuse because
sales people found it too confusing. Instead,
aheight premium is added every three or four
floors. Increments ranging from $500to $750
every three or four floors on units selling at
$60 a sq. ft. seem to be about average.

How can you pre-sell a high-rise con-
dominium?

The very nature of a high-rise makes it im-
possible to sell from model apartments until
construction is almost finished. So, in gen-
eral, you have two alternatives: a small on-
site sales office or sales pavilion with fur-
nished models.

Of these, an on-site office is the least ex-
pensive. And it can be surprisingly success-
ful, says Kotin. He cites one project where
he not only got deposits for 25% of the units
before half the caissons were in the ground,
but also discovered a bigger demand for two-
bedroom units than had been expected. Since
it was still early enough to change plans, he
switched from one-bedroom to two-bed-
r00Mm apartments.

Other builders opt for the sales pavilion—
particularly in multi-phase projects or in a
single-phase project if the pavilion can later
be converted to a recreation center.

SaysJerry Snyder: “Youhave tobe realistic
about what a pavilion will accomplish be-
cause your furnished models can’t show
people all the things you're selling—the

view, fancy lobbies and corridors, doormen
and the like.”

Snyder solved this problem at Coronado
Shores by maintaining some furnished
apartments in the project’s earlier buildings.
Prospects for the buildings under con-
structionare invited to use these apartments
so they can get the feel of what it's like to
live in the project.

“It’s pretty hard to stay in one of our units
without buying,’” says Snyder.

Is there any other way to show pros-
pects the view?

Kotin describes two methods Seay and
Thomas is using:

For a $60 million multi-phase project, the
company had the view from a high floor
filmed and then edited so that the entire
24-hour day was compressed into about six
minutes. Thus prospective buyers visiting
the model in the sales pavilion can look out
the window and see what the view would
be like at any hour of the day.

Forasingle-phase project the company had
color pictures taken from a helicopter show-
ing what the view would be from different
floors. Now a prospective buyer can see the
view in all directions from the apartment he
is considering even though the building is
still in the early stages of construction.

These same photos, showing the view
from the 25th floor, have been used success-
fully in a series of ads.

cmlver Sion puZZIe Switching rental

apartments to condo apartments is the latest craze, particularly in areas

where the rental market is soft, and apartment building owners are beset
by tenant unions and other management problems. But it’s not always the
best answer; a bad rental building will usually make a bad condominium,

and converting may simply mean trading one set of problems for another.

In short, it will work well only if you know what you‘re doing.

What is the best location for a conver-
sion?

Downtown areas where there is no buildable
land nearby are generally the best bet.

“Only one building in a thousand could
compete with new construction,” says H.
Clarke Wells of L.B. Nelson. Thus his com-
pany avoids the suburbs and concentrates on
areas where there is little or no new housing.
These also have the advantage of being close
to jobs and shopping.

Inresort areas where new construction has
been stopped by such environmental mora-
toriums as California’s Proposition 20, con-
dominium conversion offersa way to provide
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for-sale units in desirable locations. For ex-
ample, Nelson’s condominium conversion
in downtown Santa Cruz is competing suc-
cessfully with new housing being built out-
side the city and selling at twice the price.

Is there an optimum-size project for
conversion?

Generally smaller projects—those with
fewer than 100 units—are easier to convert
than larger ones.

Many communities and lenders require
that 50% or more of the units be sold before
the project can be legally converted or mort-
gages granted. Also, if the tenants decide to

fight the conversion, the fewer you have to
deal with the better.

These considerations are doubly impor-
tant because your profits depend on how fast
you can complete the conversion. Not only
will you lose rents during the conversion
period, but you will find that the longer
buyers must wait for final closing the more
apt they are to change their minds. Also, as
time drags on, it becomes harder to convince
prospective buyers that you'reactually going
through with the conversion.

One way around these problems is to phase
larger conversions into small chunks. How-
ever, renters tend tomove outassoon as word




gets around that the building is being con-
verted, soyouwill have todoadelicate public
relations job to keep from losing large
amounts of rent.

What is a good mix?

Beware of projects with a large percentage
of one-bedroom or studio apartments unless
you are certain that you have a market for
them.

One-bedroom condominiums are not dif-
ficult to move in resort areas where they’ll
be used as second homes or in areas with a
high percentage of well paid singles. In most
metropolitan areas, however, they will in-
crease your sell-out period because they will
be used as primary housing and thus will not
appeal toa large percentage of the typical mix
of families, young marrieds and singles.

“Even a surprisingly high percentage of
singles want two-bedroom apartments when
they are buying rather than renting,” says
Wells. “In California we wouldn’t take on
a conversion with more than 25-30% one-
bedroom."

What else should you look for in choos-

ing a building for conversion?

Look for low turnover and low vacancy rates
as transients are unlikely sales prospects and
high turnover and vacancy could be a clue
to something wrong with the building.

Apartments renting in the middle to high
range generally make better conversions
than low-priced apartments because the
tenants are more likely to be able to afford
to buy and because you cannot be accused
of causing a housing shortage by taking
lower-rent apartments off the market. How-
ever, you may find a building in a good loca-
tion where the rents are low because the
building is older.

In such a case or in other instances where
you are going to do extensive rehabilitation
and could gain time by emptying the building
during construction, none of these consid-
erations need apply.

How much refurbishing is practical?

The more refurbishing you do, the longer it
takes to complete the conversion and thus
the greater the risk.

““Conversions shouldn’t reqiiire more than
redecorating, possibly new kitchen appli-
ances and bathroom fixtures, but not new
windowsand doors, "’ says Wells. He suggests
that you delay selection of some of the fin-
ishing materials and appliances so that the
buyers can choose the colors.

Extensive refurbishing may become
worthwhile where a building has a really
prime location. For example, Equity Spe-
cialty Plan Inc. converted some apartments
in a section of Los Angeles where the homes
sold at over $60,000. Bargain prices of $16,-
500to $22,500, however, resulted in only six
sales in three months. But when the com-

panydid extensiveremodeling and raised the
prices by 50% more than the cost of the
improvements, the remaining 53 units sold
out in two months.

Does conversion affect a building’s
status under the local building codes?
This varies from place to place, but in many
communities apartments are considered
single-family homes instead of multifamily
when they are converted to condominiums.

This means upgrading the construction to
include such things as two-hour instead of
one-hourfirewalls—a costly possibility with
townhouses but out of the question with
apartment buildings.

Other typical code requirements when a
building is converted from apartments to
condominiums include: additional parking
spaces O garages, More Open Space or green
area, separate sewer laterals from each unit
to the main sewer trunk and separate gas,
water and electric meters.

“Structural alterations are usually impos-
sible or unfeasible, and variances are tough
to get,” says Wells. ““So it’s essential to re-
search building codes thoroughly before
closing the purchase of a potential conver-
sion.”’

Does conversion mean you would need
further subdivision approval because
you are creating, say, 20 separate title
entities in place of one?

Again, this varies from place to place. As a
general rule, if the building complied with
the subdivision ordinance when it was built,
no further subdivision approval should be
required on conversion.

“There is some precedent in the courts
that conversion from rental to condo is not
a change in use within the meaning of the
zoning ordinance,” says attorney Barry Fitz-
patrick.

However, as you probably won't want
to test a community’s regulations in the
courts, you should determine what will be
expected of you before you buy the building.

Is there apt to be any difficulty in
financing a condominium conversion?

Yes. The major problem is finding a lender
who understands conversions. Lenders do
not recognize the value of a building as a
condominium until it becomes a condomin-
ium, so they base the loan on the building’s
value as a rental.

In addition, the heavy cash flow involved
in refurbishing a building often makes the
necessary cash investment appear to be out
of line compared to the anticipated return—
even though profits based on sales price are
usually higher than profits from newly built
condominiumes.

Sometimes it helps to look for financing
outside of the community as the local bank-
ers may be too close to the situation to see

a project’s potential as a condo.

If you don’t need new financing, will
the present permanent lender be able

to release units from the loan on an
individual basis?

Yes, if you're lucky enough to have a lender
who understands condominium conversion,
or if the building was constructed recently
enough so that the loan documents provide
for per-unit releases.

Generally, however, you have to persuade
the permanent lender of the merits of con-
version and the advantage of getting back his
6% money so that he can put it out at 12%,
or whatever the going rate is. Surprisingly,
he won't be easily convinced.

“My experience with getting lenders to
release individual units has been bad—par-
ticularly with the insurance companies,”
says Fitzpatrick. “It’s getting better because
they’re beginning to understand conversions
abit better. But usually their reaction is still
negative.”

What can you do if the lender refuses
to release individual units from the
loan?
Refinance the whole deal with a lender who
understands and will agree to conversion.

Typically, your source will be a short-term
lender such as an REIT, the service corpora-
tion for a local S&L or a commercial bank
that regards the loan as construction financ-
ing.

Generally conversions are financed with
a bridge mortgage in which the lender makes
aloanbased on the building’s value asa rental
and allows you to repay it as each individual
sale is closed. The same lender may provide
the individual mortgages to your buyers.

Lenders often require pre-sales of from
51% to 80% before they will consider the
building as a condominium. Try to avoid
such pre-salerequirements, as they will force
you to wait until that percentage of sales is
made before your buyers can get mortgages
and you can close individual sales.

Should profits from a condominium
conversion be treated as a capital gain

or ordinary income?

“There is absolutely no track record at the
Internal Revenue Service on this,” says Fitz-
patrick. He suggests taking the conservative
approach and reporting such profits as ordi-
nary income.

If you owned a building for seven years,
for example, you could show that you had
investment motive if you sold it to another
investor. But Fitzpatrick says you would
have a tough time convincing the IRS that
you converted the building to condominium
and sold it as individual units—thereby at-
taining dealer’s status—simply because the
market “constrained’ you in that direction.
Unfortunately, the IRS will seldom rule in
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advance on dealer status.

“If you're going toroll the dice on that one
with the IRS,” says Fitzpatrick, “try to close
all the sales in one reporting year so that
there’ll be only one year for them to audit.”

Is your profit more likely to be consid-
ered acapital gainifyou sell your rental
units to another corporation that will
then resell them as condeminiums?

Yes, if the corporation is not identified with
you and you are not in any way adealer—i.e.,
aseller of condominiums. In actual practice,
however, the answer is less clear-cut. Take
a situation described by Fitzpatrick:

After a developer has held a project long
enough to demonstrate investment motive,
hecreatesalimited partnership, vesting 30%
of this partnership interest in a third party.
The developer then sells the project to the
limited partnership at a price somewhere
between wholesale and retail, treating the
profit as capital gain. The limited partner-
ship then markets the individual condomin-
fum units and treats the profit as ordinary
income.

“This is a real coin flipper,” says Fitz-
patrick. “It may work and it may not.”

"

Are there any differences between in-
suring a condominium conversion and

a new condominium project?

There is one major consideration: If you have
converted, say, a ten-year-old building and
subsequent changes in the building code or
the zoning ordinance have made it a non-
conforming use, it could not be rebuilt if it
were totally destroyed by fire.

You can insure around this risk by getting
an endorsement that will provide the condo-
minium association with funds to pay the
difference between building under the old
code and building under the new.

How do you find out how many tenants

you can expect to convert before you
buy a project?

Get permission from the owner to interview
a majority of the tenants as the owner’s rep-
resentative on the pretext that you want to
know what can be done to improve the proj-
ect and the apartments. At the same time
run a checklist designed to estimate your
refurbishing costs.

The people who do this interviewing must
plan their questions very carefully because
you can’t let the tenants find out about the
intention of converting to condos.

What conversion rate can be expected?

The percentage of tenant conversions
depends on the rental range. If you expect
ahigh percentage of tenants to buy their own
units, you must look for projects in the over-
$400 a month range. Thus, while desirable,
converting tenants should not be your prime
consideration indeciding whether to convert
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a building.

“Qur batting average for tenant conver-
sions in a half dozen projects in all rental
ranges has run from 0% t020%," says Wells.
“And the project in which we converted no
tenants—and never expected to—was our
most successful.”

Once you buy a building, how do you
handle the existing tenants?

As soon as possible after the purchase, ap-
proach each tenant personally toexplain that
his apartment will be sold but that he should
not panic because he will be given plenty of
time to move out. At the same time tell him
that he has the opportunity to buy the apart-
ment and that purchase can be very attrac-
tive financially.

You should come armed with the follow-
ing: sales price of each apartment, financing
terms and purchasing procedure, monthly
maintenance costs and description of how
the condominium association will operate,
condominium documents, arguments on
owning vs. renting and inducements, such
as redecorating or refurbishing, to make pur-
chase attractive.

It is essential that you do this quickly and
thoroughly. If you let rumors start you'll
have premature moveouts, loss of potential
buyers, unnecessary vacancies and possibly
a time-consuming and expensive tenant up-
rising.

Must this tenant contact be on an indi-
vidual basis’?

Not necessarily. Wells describes how L.B.
Nelson handles it:

In a 13-story tower that it is converting in
downtown Oakland, Nelson invited all of
the tenants for cocktails and dinner at the
best restaurant in town. Seventy-two per-
cent of the tenants attended, plus about a
half-dozen interested outsiders. Repre-
sentatives of the lender and title company
were on hand to answer questions about the
availability of mortgages and generally to
bolster confidence of the tenants in the sta-
bility of the deal.

The dinner got off to a good start with the
announcement that the well liked resident
manager had decided to purchase her own
apartment. The company showed color
slides of the interiors of some of the better
decorated apartments to reassure everyone
of the value of the property, then handed out
a sales brochure and price list and described
the refurbishing that would be done and the
decorating that would be available to pur-
chasers. The lender’s representative ex-
plained that monthly payments would be
lower than current rents.

“What we were doing in effect was mer-
chandising these people’s own apartments
and making them realize what great invest-
ments they were,” says Wells. “Some of
them were really surprised.”

What questions are the tenants likely

to ask when you tell them that their
building is being converted?

Obviously they want toknow how soon they
would have to move out. Also: Would the
company honor leases? Would it refund se-
curity deposits and cleaning fees?

Potential buyers often bring up specific
doubts: Is the heatingsystem adequate? How
is the percentage of ownership determined?
Who owns the land? Does everyone get a
garage space with his unit? Do the cash re-
serves cover kitchen appliances inside the
living units? Would they have to pay for
refurbishing common areas if they bought?
And, most important of all, what are the
problems involved in reselling?

And the less familiar they are with the

condo concept, the more questions they’ll
ask.

How do you handle non-buyers?
Firstofall, beas flexible as possiblein dealing
with them. This is important for two rea-
sons: You don’t want to panic people into
movingout prematurely, and youdon’t want
to deter potential buyers by taking a hard-
line approach with renters. If you impress
them as being a tough guy, they may decide
you’re too dangerous to do business with.

In many instances renters provide the
margin between the success and failure of
a conversion. Even though your sales may
be successful, you can lose too much money
if the rents are not coming in while interest,
taxes and other expenses continue. Rental
income is particularly important if you have
a large pre-sales requirement before you can
convert sales into closings.

In a large conversion, with a sales period
that stretches out for many months, you can
often re-rent apartments on a month-to-
month basis if you charge one-half to three-
quarters of the going rate.

How do you set the price of condomin-
ium apartments?

You have to do some comparison shopping
inthearea aspricingdepends toalarge extent
on demand. In some communities you ¢an
get only 70% or 80% of the footage price of
nearby single-family homes; in others you
can get the same price or even more.

Pricing is also based on what the market
will bear—in other words, what your partic-
ular project has to offer. A good indication
is the rental price of the apartments.

There are exceptions, of course, such as
when you have done extensive refurbishing
to upgrade the building or when the apart-
ments have been renting at less than their
potential. (One hundred percent occupancy
over an extended period often means that
rents are too low.)

In basing your prices on former rents, re-
member that tax advantages make a $50 a
month increase mean far less to the buyer



0fa$50,000 condominium than a$5 increase
means to the buyer of a $15,000 condomin-
ium.

One more thing to keep in mind is that
you must reserve the right with the condo-
minium association to sell unsold units at
lower prices than the ones you started with.

Isthereadifference between marketing

a condominium conversion and a new
condominium?

Yes, and it's a critical difference. In market-
ing conversions you don’t have the opportu-
nity to pre-sell units six to eight months in
advance ofdelivery as youdo innew housing.

“Taking on a conversion is like being
handed a 50- or 100- or 200-unit subdivision
of new homes in which not one sale has been
made but all the homes are completed and
your company is carrying them,” says Wells.
"“This may sound obvious, but I haven’t met
one newcomer to the field who fully under-
stands it.”

What it means is that you have no time
to fine-tune your advertising and sales pro-
motion and to pinpoint your market—and
you will pay dearly for every mistake you've
made once the marketing program is
launched. You will also find it hard to set

The

resort

a marketing budget as you cannot calculate
the sellout period with any accuracy.

How can a conversjon compete with
new condominiums?

Conversions generally have one great ad-
vantage over new condominiums: location.

The older buildings are generally in the
convenient closer-in areas where there is no
vacant land for new construction. And
sometimes, even after refurbishing, you can
sell apartments in older buildings for less
than newly built condominiums.

Presley Company found a way to bring
both of these assets to the attention of
prospective buyers with an ad for a Wash-
ington, D.C. conversion headlined:

WHY PAY 1973 PRICES FOR 1973
WORKMANSHIP?

Their copy pursues that theme, stating
that the size and workmanship of the units
reflect the tradition and quality of the past
atprices unheard of in this day and location.
It describes the convenient location of the
building and the refurbishing that was done,
even offering a copy of the engineers’ report.
Thenitconcludes: “If youfeel that they don’t
build them as they used to, you'll find our
condominium to your liking.”

Cost of converted apartment
Sales price $31,500
less 10%
downpayment 3,150
Amount of
mortgage $28,350 (tobefinanced
at7Vz% interest
over 30 years)
Monthly mortgage
payment 200
Real estate taxes 47
Homeowner's
association 60
Total 307
Tax write-off 47  (assumingper-
sonisin20%
bracket)

Adjusted monthly
cost $ 260

*$40 less than the tenant was paying as rent.

puZZIQ So much of the resort hous-

ing built in the last few years has been condominium that the terms are
practically synonymous; people no longer buy golf-course cottages or ski
chalets, they buy golf-course condominiums or ski condominiums. The
reason is that resort development and condo ownership go together beauti-
fully, facilitating the joint ownership of a host of recreation facilities, and
giving buyers maintenance-free weekend and vacation living and often the
means of renting their units for extra incomes. But to be successful in resort
condos you must first understand the vagaries of the resort market.

How should resort-home floor plans
differ from those of primary housing?
They should reinforce a mood of ease and
informality. They should be open, empha-
sizing multi-purpose rooms rather than
more formal living rooms, and including
suchsex appeal items as garden kitchens, 10’
ceilings, atriums, etc.

You will probably require fewer bedrooms
since the buyer is apt to be in the 50-plus
age bracket, with fewer children living at
home. Ski areas are the major exception to
this rule because buyers are much younger
and have more children with them.

Another exception can occur when the
project is one to which buyers may eventu-
ally want to retire. In that case, your condos

will need, in addition to the attributes noted
above, most of the basic qualities of a good
first home.

How far should the project be from
your prospects’ work or primary
homes?

No more than 150 miles. You will want to
promote your units as weekend homes as
wellasresorthomes, and three hoursis about
the limit that people can spend on the road
andstill have time toeat and start unwinding
on Friday evening,

There’s another important point about lo-
cation: It’s often wise to build a resort project
where there isalso some demand for primary
housing. This is a form of insurance in case

you are not entirely successful in selling the
project as secondary housing.

Should the land plan have an internal

or external orientation?

Internal orientation is advisable—preferably
with a wall around the project. External ori-
entation is cheaper—no walls and fewer
streets—but you lose much of the security
that is particularly important in a second-
home condo community. However, you
probably won't be able to afford a walled
community unless your unit prices are $25,-
000 or more.

What about security?
For an inward-oriented, enclosed project,
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you have three choices: a manned system,
anunmannedsystem ora combination of the
two. A round-the-clock guard will cost about
$25,000 a year, and probably should not be
considered unless that figure represents no
more than 10% to 15% of your total condo-
minium maintenance budget.

Developer William Bone, president of
Sunrise Corp., suggests a perfectly adequate
unmanned system that costs no more than
$3,000 or $4,000 to install. It’s a crossarm
at the project entrance, and it’s activated by
acard that all residents possess. A guest gains
access by telephoning his host from the en-
trance; the host then pushes a special button
onhishouse phone to raise the gate. The only
operating cost is the cost of the phone tie-
in—$3amonthin California—and the phone
company simply adds it to the resident’s bill.

A combined system would consist of the
crossarm installation for night use and a
daytime guard to let service and delivery
people pass without the inconvenience of
using the phone system.

For an open unwalled community, of
course, you can’t do much except hire a
full-time guard.

What kinds of parking should you pro-
vide?

It depends on the density. If density is less
than eight units to the acre, provide attached
garages because they can be a strong sales
asset. If it’s eight to 12, plan on carports,
either attached ordetached. Ifit’s more than
12, try for subterranean parking. It’s a good
way to preserve the open look that is partic-
ularly desirable in resort projects.

If you opt for an attached garage, consider
the car-and-a-half size. The extra storage
space is relatively inexpensive and can be a
strong marketing feature for the typically
tight resort-condo plan.

Are there any special construction
problems in resort areas?

Yes, and they can sandbag you if you are not
prepared for them.

For one thing, lead times are apt to be
longer than you expected because it’s hard
to get prompt deliveries of materials in iso-
lated areas. For another, your labor costs will
be high because skilled labor is usually
scarce, and unskilled labor is usually low in
productivity. You may have to import some
key tradesmen and put them up in local
motels. Insomelocales there’s alsoa weather
factor, with periods of extreme heat or ex-
treme cold shortening the building season or
reducing day-to-day productivity.

Delays, low productivity and the resultant
extension of your construction loan could
boost your housing costs by $2 a sq. ft. That
would amount to $3,000 on a 1,500 sq. ft.
unit—possibly enough to threaten its sal-
ability in your market.
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Does it pay to offer a package of fur-
nishings with each unit?

Yes, and much more so than with primary
homes, into which the buyer usually moves
the furniture and furnishings he already
owns. In contrast, the second-home buyer
generallyhas to start from scratch, and if you
do the decorating and furnishing for him you
save him the time and effort—and turn a
profit for yourself. Often this service is what
closes a sale.

You should, however, offer a choice of
separate packages in case the buyer does not
want the entire deal. Examples: furniture in
one package, carpets, drapes and wallpaper
in another, linen in a third, and kitchen
equipment—tableware, pots—in a fourth.

What do you budget for model decora-
tion?

Ten dollars—and up—per square foot. Since
the vacation condo is strictly a discretionary
item, you can’t afford anything less than a
first-class decorating and furnishing scheme
that will create an immediate and powerful
impact. You should hire the best decorator
you can find. He (or she) should know how
to decorate to sell units, not just to make
them pleasant to live in, and he shoul d know
precisely what market you are aiming for.
Otherwise prospects won’t relate to the
decorating scheme,

What are the limits to customizing a
resort condo?
Your buyers, being affluent and often used
to custom housing, will usually ask formany
changes; you have to stop at the point when
it starts to hurt you in the pocketbook. This
means primarily no structural changes.
Ifyougo evenaslightbit beyond your limit
for one buyer, you'll have everybody else
clamoring for the same thing, and you'll
wind up with chaos in the construction
department. So if possible, you should limit
customizing to decorator items such as car-
pets, floor tile, kitchen and bathroom coun-
tertops, etc.

Should a community building be part
of the amenity package?
Not necessarily. Many second-home buy-
ers are not particularly gregarious, and
Bill Bone points out, “We find that in recent
years such facilities are so seldom used that
more often than not the homeowners’ asso-
ciations keep the clubhouses locked up.”
However, if you are building a recrea-
tion-oriented project like a tennis or golfing
community, then you should go all out to
provide a well-equipped clubhouse and full-
time pro. And you can consider a bar and
dining rooin to make it a real country club.




condominium
projects
different markets

Theyillustrate one of the mostimportant reasons for the condominium boom:
flexibility. There’s almost nomarket—geographic or demographic—that can’t
fit into the condo concept. And just about every market has segments that
will be attracted to condominium’s key advantages—lower costs and mainte-
nance-free living.

On the pages that follow, you'll see proof of this flexibility—seven condo |
projects, each designed to solve particular marketing problems.

for
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4. How to win the budget-conscious market

7. How to pull in single-family owners
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Solana Beach, Calif.

Condo

Striking design
grabs the young
sophisticates

They lined up at a trailer sales
office the night before Seascape
IT opened; they bought up two-
thirds of the 51 units on opening
day; and they cleaned out the rest
seven months before the job was
built out.

“If you want to know why we
came up with asmash hit, I think
it was the controversial design,”
says Dave Stubbs, sales manager
of Westward Construction Co.
“It's a far ery from typical south-
ern California architecture. Ev-
eryoneeitherlovesitorhatesit.”

Those who love it, and who
make up the bulk of the buyers,
are young professionals—doc-
tors, attorneys, architects and
the like.

“They're the kind who not
only accept new ideas but also
seek them out,” says Stubbs.

The most controversial fea-
ture—and one that Stubbs terms
too expensive to repeat in a
period of rising costs—is the cy-
lindrical, towerlike chimney de-
sign. Controversy aside, how-
ever, the feature that really
makes the project work is the
subterranean parking. This so-
lution of the perennial parking
problem permitted the central
part of the site to be raised, thus
providing overviews to all direc-
tions.

The sophistication of Sea-
scape Il buyers showed up in an-
other way, says Stubbs. They
recognized the value of the proj-
ect’s oceanfront location. The
area had been more-or-less
bypassed for residential devel-
opment in recent years because
of freeways which had shunted
people away from beach prop-
erty. And Seascape buyers—
alongwithbuilderswhorecently
have begun to develop the
area—realized that property val-
ues would be increasing rapidly.
As a matter of fact, many units
bought from plans have been re-
soldat substantial profit—in one
instance, for $14,000 over the
original price.

H&H SEPTEMBER 1973
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Irregular shape of buildings (photo, top, plans—two-level townhouses and single-

elevations, above and diagram, right) level flats (floor plans, overleafl—their
helped create large courtyards and small,  combination into four- and eight-unit
intimate spaces between the buildings buildings provides the project with a great

Although there are only two basic floor  deal of visual variety.



B8 UNIT BUILDING

Subterranean parking structure—under
the raised center section of the project
(outlined area in plan}—solved a density
problem for the architect, Oxley/Lan-
dau/Partners. Only two-thirds of the
three-acre site was buildable. So above-
ground parking would have seriously li-
mited the number and size of landscaped
areas between the buildings [photo,
below). It is these areas that counter-
balance the usual effectof arelatively high
net density—24 units per acre.

PEDESTRIAN
ENTRANCE TC
PARKING BELOW
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Two-level townhouses and flats-over- \
flats are combined tw form the varied \
building shapes. The townhouse plan \
contains 1,500 sq. ft.; the flat, 1,200 sq

ft. Double-height entries are skylighted. '.\
Sloped ceilings and exposed wood beams \ * S e
are featured in the top levels of the town- == N
houses. Units sold for $29,500 to §52,500
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Extreme contrast between the tight inner
area and open oceanfront perimeter of the
projectis strikingly apparent in the photos
aboveand right. Stairway in the inner-area
photo leads to the raised portion of the
project above the parking structure (site
plan, previous overleaf]. Directly to the
left of this stairway is one of the pedestrian
entrances to the parkingarea. Alsoevident
from this photo is anothe 'ment that
contributes to the succ of the project’s
design: the use of only two basie building
materials—cedar shingles and glass—
which softens the highly sculprured effect
created strong geometric building
and chimney shapes.
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Vast window walls open oceanfront units

. Many living rooms
have 10"-high ceilings and most open to
balc photo, below]. Cedar shingle
cladc vas carried indoors as a major
finishing material.
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Hyannis, Mass.

Condo

Landscaping-
plus tempts

the fussy, small-
town market

You're building the first condo-
minium in a place like Hyannis,
Mass. (1970 population 6,047),
and your prospects tend to be
nit-pickers. How do you attract
700 prospects during the first
week and sell out your units in
a few months?

Atthe 57-unitHyannis project
shown here, developer Nick De-
Pamphilis faced just those prob-
lems and got just those results.

“Thekey,’ he says, “wasareal
understanding of our prospects.
First of all, most of them were
used to dealing with small
builders on a one-on-one basis.
For example, they expected to
ask for, and get, certain changes
while their houses were under
construction. But we couldn’t
make a lot of changes in a specu-
lative project like this, so we
customized it in another way:
We dressed up the open areas.”

That meant an expensive
landscaping program that called
for maintaining the topography,
siting units to save trees and
adding to natural landscaping.

“Secondly,” says DePam-
philis, ““our prospects were wary.
They wanted evidence that we
would deliver what we promised
in the housing itself and also in
the amenities.”

So DePamphilis built the
clubhouse (lower photo, right)
and a swimming pool—along
with the housing units.

“That way,’ says DePam-
philis, “we left nodoubt that the
promised amenities would be
ready when buyers moved in.”

DePamphilis’ approach
proved out not only in the quick
sellout but also in rapid appre-
ciation of the units. The low-end
price, originally $24,500, was
first raised to $26,000 and later
to as much as $32,000 for units
in choice locations.

Recent resales also reflect the
appreciation. A $28,000 unit was
resold for $36,000 and a $28,500
unit for $37,500.
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Two-story, 1,150-sq-ft. floor plan was
used throughout the project. Although the
kitchen is dead-ended at the rear, its sepa-
rate entry minimizes traffic through the
living room. Minimal closet space is par-
tially ofiset by storage space off the patio

SNIHDLAHHITYYH (SOLOHd

Siting of units around a central green, in
the tradition of a New England common,
contributes to the feeling of an integrated
community. The project’s numerous rock
formations, like the one in the photo at
left; cost $4,800 for trucking and setting
in place. They, along with the site’s scrub
pines, are considered an integral part of the
project’s overall design. Bleached cedar
shingles and stained trim typify Cape Cod
architecture. Architect: Childs Bertman
Tseckares Associates Inc.
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Woodlike setting of project belies its
urban location—not far from the center of
Des Moines. Much of the 39-acre site's
natural topography was left undisturbed
and units were clustered around streams
that meander through the site. Pedestrian
walkways and bridges (photos above and
right] interconnect the various clusters
and the community center building and
recreational facilities (site plan, facing
page). Of a planned 168 units, 40 have
been built in the first phase. Cedar ply-
wood siding and bronze aluminum-clad
windows were chosen to complement the
natural environment. Developer: South-
ern Hills Development Co.
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Three best-selling plans include (from top
to bottom) a tri-level design intended for
growing families; a two-bedroom, one-
level plan aimed at empty nesters; and a
two-level, loft-bedroom layout for
younger families. Photo at right shows
entrance to the latter unit and spiral stair-
case that leads up to the loft. Altogether
there are 11 floor plans ranging from 1,152
to 2,340 sq. ft and priced from 841,550 to

Des Moines, lowa

Condo
Environmental
quality wins
over a skeptical
market

This award-winning* project,
the first condominium in Des
Moines, was almost a marketing
catastrophe.

Fivemonthsafteropening day,
only four buyers were living
there.

Along spell of bad weather had
made a shambles of the original
construction schedule. And
conservative Des Moines pros-
pects, accustomed to conven-
tional homes on conventional
lots, had to be convinced of the
benefits of shared open space.

The convincers were afew pi-
oneer families who decided to
take the plunge early in the proj-
ect’s life.

These early buyers were quick
to recognize the livability of The
Park: its heavy emphasis on nat-
ural landscaping, the clustered
mini-neighborhoods and the in-
dividual privacy designed into
each of the units.

“These people became our
best salesmen,” says John D.
Bloodgood whose architectural
firm designed the project. “They
talked up the project’s advan-
tages—the centralized social and
recreational center and absence
of through traffic, for example—
to friends and relatives.”

The result: 20 more units sold
in a couple of months.

One of the most inviting
aspects of the project is its broad
market appeal. Three basic
housing types—studio homes,
tri-levels and one-level court-
yard houses—were designed for
a wide variety of families, from
empty nesters to couples with
several children. And housing
types were mixed in each of the
mini-neighborhoods to mini-
mize stratification by age, fam-
ily-type and income.

*The Park received an Honor Award in the
1973 AIA lowa Design Awards Program,
a First-award in the 1973 Plywood Design
Awards sponsored by American Plywood
Assn. and a Runner-Up award in a joint

NAHB-Better Homes and Gardens com-
petition for PUDs [HaH, May|.

PHOTOS: MICHAEL C. MITCHELL, COURTESY AMERICAN PLYWOOD ASSN
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Low-profile of the project—in striking
contrast to its massive background of
hills—isevident in the streetscape above.
Even the landscaping used throughout the
6.5-acre site is in the same low scale. Ap-
proaches to entrance courts (photo, near
right) were broadened by diagonally clip-
ping living-room walls in some ground-
level units. (See floor plans, facing page.]
The project’s main recreation area (photo,
far right) is defined by a varied-shaped
swimming-pool pavilion [center structure
in photol.

PHOTOS: JULIUS SHULMAN
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Palm Springs, Calif.

Condo
Value for the
dollar wins the
budget-conscious
market

Even buyers with plenty of dis-
cretionary spending power don’t
always opt for high-priced sec-
ond homes—particularly if they
cangetgood valueinanexcellent
location. That's the first lesson
to be learned from Biltmore
Condominiums, where units
were priced from $19,950 to
$27,800. The second lesson: If
you find a vacuum in a market,
you can't go wrong by filling it.

Both points are proved by the
project’s sales record: All 78
units were sold from scale
models in one weekend. And an
additional 300 to 400 backup de-
posits were taken. The buyers:
empty nesters and retirees, who
could easily have afforded much
higher-priced housing, and
young families straining their
budgets to acquire a second
home.

None of this was magic, says
Leon Ruderman, president of the
architectural firm that designed
the project—Goodkin, Ruder-
man, Valdivia. It was the result
of extensive market research by
the developers, Shareholders
Capital Corp. and Lewis Good-
kinand Associates, that revealed
ashortage of Palm Springs hous-
ing in the $20,000 to $30,000
price range.

Obviously, the project had to
have more going forit than price.
Of prime importance was the
unit arrangement—a take-off on
basic fourplex design, but one
that avoids the sterility of most
fourplex plans. As the site and
floor plans on the facing page
show, units are clustered in
groups of four {in one- and two-
story elements) around entry
CcOurts.

Also since the project was de-
signed primarily as a2 second-
home community, its recrea-
tional facilities were planned to
encompass a variety of activi-
ties—swimming, tennis, biking
and hiking, for example.

ZBR $PLT
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Five basic floor plans are shown above as
they relate to each other within the build-
ing clusters. As the typical section indi-
cates, only bedrooms or baths, which are
not indicated) are stacked—a deliberate
attempt to minimize sound transmission
from top units to those below. Upper units
are entered at ground level, with living
areas one-half level above entries; bed-
rooms one-half level above living areas.
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Port Ludlow, Wash.

Condo

Established rec
package lures
second-home
buyers

But it’s the floor plans in this
30-unit project that clinched the

sales.

Eachof the five buildings shownin thesite The second-home commu-
plan contains twin, mirror layouts (floor nity—a miniscule part of a 3,-
plans, below) :.ha_.t were dr:s.lgned for one 000-acre Port Ludlow resort
of the three specified markets: first floor :

for retirees; second floor for entertain- Complex bEIng deve}OPEd by
ment-oriented, mature couples; pent- Pope & Talbot Development
house for growing families. Dotted line in Inc.—had a ready-made market.

penthouse plans shows area above which Prospects were vacationers at a
theloft (left)is located. Units contain from

I\ 117001 6108, £ nearby P&T rental-pool condo.
%

i L They already were sold on the
area and knew what recreational
X facilities were available.

“But despite this reservoir of
prospects,’’ says area manager
John Maher, “we felt it was im-
portanttooffer buyersmore than
just the conventional second-
home community. We wanted to
provide a real home-away-from-
home. After all, basic require-
ments are pretty much the same
whether a family is vacationing
or in its primary home. For ex-
ample, a large family still needs
some privacy between adults
and children.”

So at Port Ludlow Condomin-
iums No. I, Maher worked with
architect Robert E. Cooper to de-
velop three basic plans—each
aimed at one of three buyer pro-
files developed from market re-
search. The markets: army and
navy officers who were looking
for an eventual retirement loca-
tion as well as a second home;
mature families who like to en-
tertain weekend guests; and
young families with several ac-
tive children.

“There’s no doubt,” says
Maher, “that the rec package is
important in a resort condo.

“But tocompete with the great
number of such projects being
built today, you've got to offer

buyers as good design as they
T have in their primary homes—
particularly when your units are
high-priced for the area.”

And these units fit that bill:
They sold for $42,900 to over
$53,000 for 1,170 to 1,610 sq. ft.
|_Of living area.

FIRST LEYEL
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View-oriented elevations of buildings
{photo, above] overlook a saltwater inlet
that runs along the southern perimeter of
the 3.5-acre site, Photo at far left shows
how g vindow walls open that view
to kitchens and living- and dining rooms
in second-floor units. Separate entrances
toeach unitare reached viabridges (photo
near left). Building exteriors are compati-
ble with the site’s natural landscaping,
with the pole supportsechoing the quality
of the site’s tall fir and cedar trees.
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Menlo Park, Calif.

; BARBEAU ENGH

Condo

Vest-pocket
plan attracts
mobile empty
nesters

This ten-unit enclave was de-
signed to attract a very special
but growing market: middle-
aged couples who are free to
travel frequently because their
children have left home.
“Tothesepeople maintenance
and security problems of single-
family homes have become a
nuisance, if not a downright
worry,” says Ryland Kelley, of
Hare, Brewer & Kelley, devel-
oper of White Oak Townhouses.
But, Kelley adds, they are also
reluctant to become renters.
They enjoy being a viable part of

vl
WAL | | L
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R

a community and savor the o ) i
greater privacy that comes with e £ o L
home ownership. : s et

[neffect, then, White Oak was ! =k m"l m“mw
planned to offer the best of two o 2
worlds—maintenance-free con-
dominium living in units replete
with detached-house charac-
teristics. For example, floor
plans include areas for formal
entertaining and ample sleeping
space for visiting children and
grandchildren, while front pa- BR
tios and rear decks provide max-
imum outdoor privacy. Addi- ‘ =]
tionally, although eight of the
ten units are combined into one
entity, recessed dual entries
were used to lessen the row-
housing effect.

Proximity of a nearby freeway (see
site plan) presented a design prob-
lem: how to protect the one-acre
site from visual and noise factors
generated by constant traffic. But
it also provided two marketing ad-
vantages: quick access to San
Francisco and built-in security for
the project via regular police pa-
trols on the freeway. The design

Although the project ran into
some initial problems—contro-
versy over an adjoining project
forced the developer to rent out
the units on 12- and 18-month
leases—a look at the current
sales record shows the market-
ing plan was right on target. Five

problem was solved by inward ori-
entation of the units around a
landscaped court and by a buffer
of guest parking spaces between
the court entrance and the
freeway. The units—four 2-bed-
room and six 3-bedroom plans—
sold for $55,000. Not included
with the floor plans is the garage
level, entrances to which are

of the original leases have ex-
pired, and these units are now
occupied by empty-nester
owners. Buyers also are waiting
for leases to expire on the other
five units.

shown in the photo at far right,
facing page.
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use of glass at the

, below] opens €at-in kitchens

andscaping, which
eyond the broad decks that are

a solid row separating

garage entrance road from adjoining prop-
erty. Frank L. Hope & Associates was the

architect.
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ONDO PROJECTS CONTINUED

Condo

House-like
plans pull in
single-family
owners

When you're out to turn the
single-family owner intoa condo
buyer, keep away from apart-
ment-type design. So says H.R.
Ransom of Multicon Properties
Inc., builder/developer of Wren's
Cross, the 91-unit project shown
here,

Why!?! Because even if the
prospect is tired of maintaining
a single-family home, he’s still
geared to a single-family life
style. Which means—at least in
the upper-middle price range—
that he wants lots of bathrooms,
ample kitchens and a family
room wherever possible.

It is the family room—
included in a majority of Wren's
Cross units—that, Ransom says,
is the most apparent reason for
the project’s rapid success. Al-
though Wren’s Cross opened
only last November and will not
becompleted until the end of the
year, all units are sold.

Ransom’s marketing theory is
supported by buyer reaction to a
one-bedroom plan (not shown)
—it was the least popular of the
lot. The best-seller has three
bedrooms, two-and-one-half
baths and a family room al-
though most buyers are empty
nesters or middle-aged couples
with a young child.

Ransom cites additional rea-
sons for the project’ssuccess: the
recreational facilities—a 3,500-
sq.-ft. clubhouse, swimming
pool and lighted tennis courts; a
prime location; and much lower
price tags than other condos in
the area.

“"Qur prices ranged from $35,-
000to $43,000," he says, and few
of the others included family
rooms even though they sell for
$50,000 to $75,000.
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Five of six available floor plans are shown
as they are grouped within townhouse
rows. Most popular, the three-bedroom
with family room, is second plan from the
right. Square footage ranges from 1,247 to
1j753:

Despite townhouse grouping of condos,
the total effeet of the project is much like
that of neighboring detached-home com-
munities. This single-family character
was achieved by offsetting adjoining units,
intersecting gables at end units [photo,
left)and using traditional materials—bev-
eled siding and bricks—as well as white
trim, small-paned windows and other tra-
ditional detailing. The rolling nature of
the 16-acre site allowed each unit to have
a walk-out basement or basementi/garage
{photo, far left, plan not shown] Archi-
tect: Trott and Bean Associates AlA.
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Fuel crisis sparks

the need for
improved indoor

climate control

Growingfuel and power shortages afford
builders an opportunity to market more
livable housing and help alleviate a na-
tional crisis at the same time. By proper
selection of heating, air conditioning,
humidification and ventilation equip-
ment—as wellas thermal and acoustical
insulation—builders can not only cut
tuel consumption and waste, but also
save themselves, their buyers and ten-
ants money in the long-run.

To make the choices that will insure
a well controlled interior environment,
there are three major questions to con-
sider:

e What specific heating/cooling
needs are dictated by a project’s topog-
raphy and climate?

® What fuel is most plentiful and
least costly in the area?

® What combination of products will
work best in the given situation?

On the following pages and picking up
again on page 133, House & HoME
presents a selection of products engi-
neered to help create a livable interior
environment that is neither costly nor
wasteful.
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Heating/Cooling

Packaged terminal air conditioner
(1), Zoneline™, is available for cool-
ing only or in combination cool-
inglelectric heat. Offered in four
cabinet designs, the Zoneline fea-
tures Spine Fin™ heat transfers,
heavy galvanized construction and a
choice of rustproof outdoor grilles.
General Electric, Louisville, Ky.

CIRCLE 255 ON READER SERVICE CARD

Heat transfer module (2B}—small
enough to hold in your hand—is ac-
tually a miniature heat exchanger
capable of heating an average siz