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Armstrong Introduces Tredway

The flexible flooring discovery that installs faster

Tredway goes down faster and
easier, because it's as flexible as
carpet to handle, cut, and fit.
Overall cementing is eliminated.
And Tredway installs simply by
stapling around the edges! Or on
concrete subfloors, a band of

cement around the perimeter does
the job. In fact, one mechanic is all
that's needed to get a permanent,
tight-fitting installation. This time-
saving, laborsaving installation
means you get more floor for your
floor covering dollar.

The first floor Armstrong recommends over particleboard

Hge T
REGULAR FLOORING

The floor

that makes
your homes
more
appealing

A winning kitchen gives new
homes a selling edge. And
Tredway offers the features
your home buyers want most.

Women will love its bright
colors and rich textured

Tredway is the first floor Armstrong recom-
mends for use over particleboard underlay-
ment. That's because Tredway's built-in
elasticity allows it to give rather than ridge
or split if the subfloor expands or contracts.
And long after installation, Tredway's elas-
ticity keeps working, pulling minor buckles
flat. This flexible flooring discovery main-
tains a perfect fit, eliminating costly callbacks.
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designs...and the comfort of
its inner-foam cushioning.
And they’ll especially like the
way its tough vinyl surface is
easy to keep clean.

To find out more about
Tredway, the unique flooring
that saves labor and adds
sales appeal to your homes,
contact your local Armstrong
flooring contractor, or drop a
note to Armstrong, 310 Sixth
St., Lancaster, Pa. 17604.

Floor designs copyrighted by Armstrong



“Nulone has

engineered a product

which will be so encouraging
to home builders that I wanted
to tell you myself ...even

demonstrate it for you in Dallas.
0
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Turn the page

for a personal message
from J.A. Rankin,
Group Vice President,
NuTone Division, Scovill.



“For forty years, the industry has expected innovation,
quality and value from Nulone.I ask you to visit

our booth 2230 and judge for yourselves whether

we have met the challenges of 1976.”

Home Security —
an urgent problem.

Two age-old problems related to the
home have recently grown to almost
unbelievable proportions: residential
burglary and fire.

The threat of residential burglary has
unfortunately become a very real fact of
life for many Americans. Home buyers
who once thought they could move out
of the city and leave their problems be-
hind have learned that burglars, like
everyone else, move to the suburbs, too.

Fire is a danger which far too many
people ignore completely. A recent com-
mission report to President Ford states:
“Fire is a major national problem. Ap-
pallingly, the richest and most tech-
nologically advanced nation in the world
leads all other major industralized coun-
tries in per capita deaths and property
loss from fire”

Appalling is right.

Modular, yet total systems for custom
capabilities. With installation and service
available thru well-trained professionals.
False alarms and equipment failure have
been practically eliminated. All equip-
ment can be easily understood by the
user. And, most important, the new
systems are priced within easy reach of
the average family.

We didn’t update our existing
products, we made them
obsolete.

NuTone’s totally new Security and Fire
Alarm Systems will make our own and
all other “equipment” now on the market
virtually obsolete.

New concepts in miniaturization and
state-of-the-arts electronics have been
used to create completely new systems.
Interior and exterior perimeter circuits
have been separated. Light-emitting di-
odes are used instead of bulbs to reduce
heat build up, conserve standby batteries,
and conserve energy. Parts plug-in to
simplify installation and service. And al/
systems will be UL listed.

For the first time, we've made
security a feature that will
help you sell homes.

Your customers know and trust the
NuTone brand name. They have reason
to. So, when we promote the revolution-
ary NuTone Security and Fire Alarm
Systems with the biggest advertising pro-
gram in our history, consumers in the
security market will have two reasons to
buy they’'ve never had before: a domi-
nant brand name leader and a clearly
superior product.

Plus, we're embarking on a compre-
hensive educational program unprece-
dented in our new product introductions.

Seeing is believing. So see us at
the NAHB Show.

You'll have your chance to see the
NuTone Security Systems for yourself at
the NAHB Show in Dallas this coming
January. You might even win a complete
new system just for stopping by.

Of course, the Security Systems aren’t
the only new products we have to show
this year. You'll see several exciting new
styles of Bath Cabinets and Door Chimes
as well as an expanded line of Attic
Cooling Fans.

Plus: New Track-Line Lighting.

You'll also be able to see the newest,
most remarkable track lighting system on
the market. New Track-Line from Light-
craft of California. Both 3 and 1-circuit.
Optional straight, L, T, X and rotating
connectors. Light sources in striking
shapes and colors. They will clearly be
the best-engineered track lighting products
available anywhere.

I look forward to seeing all of you in
Dallas. I think you will come away from
the show believing, as I do now, that
NuTone has gone all out to help you
successfully meet the challenges of 1976.
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Ever-Strait introduces two
extraordinary door designs.

Ever-Strait has combined radiant bevel edge
glass with safety glazed glass to create two bold new
door designs that are as unique as they are beautiful.

These exciting additions to Ever-Strait's Quintessence
Series feature individual panes of safety
tempered glass . . . each cut, beveled, and polished by hand.
Each is ever-so-carefully snugged into place to provide a
superbly styled, hard working insulated glass, all-weather door.

These grand new doors have Ever-Strait's patented
thermal break and magnetic weatherstripping to seal drafts and
weather out. To seal comfort in. To reduce heat loss. (An
Ever-Strait Door System controls heat loss 22 times better
than an ordinary wood door with a storm door.)

New Quintessence Series doors are handsome and
versatile. They go all around the house beautifully . . . front,
side, rear, even on the patio. And because they're insu-
lated, they're ideal for attractive energy-saving installations
in apartments, offices and other commercial buildings.

To learn more about these extraordinary new
exclusive designs, visit your Ever-Strait Door System
distributor soon. Or write Ever-Strait Division,

Pease Company, 7100 Dixie Highway,
Fairfield, Ohio 45023.

CIRCLE 4 ON READER SERVICE CARD

Each carefully crafted pane of
safety glazed tempered glass is
cut, beveled and buffed by hand.
And each is ever-so-carefully
snugged into place. This
beautiful leaded-look is not only
provocatively and excitingly
different, it's available

only from your
Ever-Strait Door
Systems distributor.



NEWS/POLICY

HUD revives a sanitized 235 program—250,000 units may be built

The Administration’s newly re-
vived Section 235 housing pro-
gram—providing 5% mortgages
for houses up to $28,800—is ex-
pected to stimulate “somewhat
more than 250,000 housing
starts over the next couple of
years,”” according to John
Weicker, top economist for the
Department of Housing and
Urban Development. He pro-
jects 100,000 or more starts
next year and the remainder the
year after that.”

One industry consultant, Wil-
liam Smolkin, president of W.R.
Smolkin & Associates of New
Orleans, told a meeting spon-
sored by the National Associa-
tion of Home Builders shortly
after the program was an-
nounced that he figures 75,000
starts from the new-look Sec-
tion 235 program next year. He
also predicted that the demand
will be such that “HUD is going
to have to double the program
before July.”

For middle class. The Admin-
istration’s decision to resurrect
this subsidy program—using
$264 million impounded by
President Nixon in January
1973—is a reversal of housing
policy. An unprecedented Gen-
eral Accounting Office lawsuit
testing the legality of this im-
poundment was in the courts,
but Housing Secretary Carla
Hills said the decision ““was for
me an economic one.”’

The new program—aimed
this time at middle-class fami-
lies and requiring a higher down
payment than the first Section
235 program (see box}—was
cleared by President Ford’s ad-
visers, who saw that housing
starts were not responding to
the general economic upturn.

Victory for critics. The turn-
around on the widely criticized
program tended to support such
critics of the Administration as
Chairman William Proxmire of
the Senate Banking Commiittee,
who had been contending ever
since the freeze that Section 235
was a good program poorly ad-
ministered under Housing Sec-
retary George W. Romney.

Chairman Henry Reuss of the
House Banking Committee said
that Ford, vetoing an emergency
housing bill last June, had “said
the subsidized home-ownership
program wasn’t needed to stim-
ulate a housing recovery.”

“Now,” Reuss went on, ““the

Administration says it is.”

Phase-out in '76. The Admin-
istration’s real motive, Reuss
contended, “‘is obviously politi-
cal.” The congressman noted
that Secretary Hills had said
there are “no plans to continue
the program after these funds
are exhausted” and that this ““is
in effect saying that subsidized
home-ownership will be ended
right after the November 1976
election.”

in the old program.”

Asked at the NAHB meeting
how many otherwise eligible
families would have the $1,500
down payment, Weicker replied
that “we think there are
enough.”

A typical buyer, HUD offi-
cials said, might have a family of
four with an income of $10,000.
He would pay $181 a month on
a $25,000 mortgage at 9.5% in-
terest (although HUD doesn’t

dal-ridden programs that led
President Nixon to freeze vir-
tually all FHA subsidy con-
struction in 1973.
Homebuilders large and
small, including such blue-chip
companies as Kaufman & Broad,
reaped columns of unfavorable
newspaper publicity for shoddy
construction, poor planning and
faulty siting of subdivisions.
Bribery of FHA officials was in-
volved in some cases; in others

ORIG"{AL SECTION 235 NEW HOMEOWNERSHIP PROGRAM
TYPES OF Single Family Detached New Single Family Detached New
HOUSING ELIGIBLE Townhouse, Co-Op. Rehabilitated Townhouse, Co-Op. Substantially
Condominium Existing ‘Condominium Rehabilitated
MORTGAGE LIMIT  Mortgage Amounts of $18,000-$21,000 Moﬂgagg Amounts of $21,600-$25,200
ON ELIGIBLE UNITS and, in high cost areas, $21,000-$24,000 and, in high cost areas, $25,200-$28,800
HOMEOWNERS' Typical Investment = $200 —3% of the first $25,000 and 10%
MINIMUM INITIAL of the excess of purchase price
CASH INVESTMENT —points, closing costs
: e . Typical Investment = $1,500-§2,000
MAXIMUM SUBSIDY Reducing mortgage interest to 1% Reducing mortage interest to 5%
SITE LIMITATIONS NONE No more than 30% of the units in a
PRINCIPAL INCOME $5,000-57,000 (50% of recipients) $9,000-$11,000 (anticipated)
Another factor in the policy expect rates to be that high). it was cronyism and bureau-
reversal was believed to be the HUD’s subsidy would amount cratic sloppiness. House Bank-
slow start of the Administra- to $87 a month. ing Committee investigators

tion’s own favorite subsidy, the
Section 8 leasing program.

The revised Section 235 pro-
gram is expected to be ready to
function by January 1. The first
cost to the federal budget will
not be registered until fiscal
1977, and then only in the
amount of $39 million.

Guidelines. Officials at HUD
promise to have final regula-
tions in print and a Section 235
handbook ready for use in field
offices by Christmas.

Although Mrs. Hills said at
first that the program would
focus on new construction, she
ruled a week later that houses
on which construction or sub-
stantial rehab had begun after
October 17 would be eligible.

Up to $11,000. The new pro-
gram will be directed to families
of so-called moderate income—
up to $11,000 a year, with
enough savings to invest $1,500
t0 $2,000 in down payments and
closing costs. The maximum
mortgage to be insured by the
FHA is $25,200, or up to $28,800
in so-called high-cost areas.
Hills’ version of Section 235, she
pointed out, “‘insures a signifi-
cant financial commitment to
the property, which was lacking

As family income rose, the
subsidy would decline.

‘Unenforceable.” To disperse
Section 235 housing, HUD re-
quires that no more than 30% of
the homes in a subdivision—or
30% of the units in a co-op or
condominium-—may be subsi-
dized. At the NAHB meeting,
Smolkin said the first building
under Section 235 will probably
be on scattered lots but that, in
large subdivisions, subsidized
housing is likely to be “carved
out with a separate entrance.”
He said of the 30% restriction:

“It’s a commendable goal but
absolutely unenforceable.”

Other objections. A spokes-
man for the mobile-home in-
dustry has criticized the deci-
sion to confine the new program
to conventionally built housing.

"“We are appalled,” said Chair-
man William W. Weide of the
Manufactured Housing Insti-
tute,” ‘‘that Secretary Hills
failed to recognize that, if used
for factory-built housing, Sec-
tion 235 monies could subsidize
more living units.”

Scandals. The original Section
235 was one of the many scan-

* Formerly Mobile Home Mfgrs. Assn.,
headquarters in Chantilly, Va.

documented scandals in Phila-
delphia, Detroit and several
other cities.

Frauds related to FHA pro-
grams have been subject to in-
tensive investigation through-
out the country for several years
[NEws, Feb. 74 et seq.|. Convic-
tions or guilty pleas obtained by
the U. S. Attorney in Los An-
geles alone now exceed 50
[News, Oct.]. The FHA's inven-
tory of single-family reposses-
sions, largely a result of the
scandals, is expected to reach
104,500 this year.

Production. More than 400,-
000 units were built under the
old Section 235 program and
13% of them had to be fore-
closed. Currently, Mrs. Hills
says, 10% are in default.

On the other hand, Mrs. Hills
said, 11% of all families that got
houses “worked themselves to-
tally out of subsidy.”

Officials at HUD estimate the
costs at $11.1 billion for the re-
maining years of the original
Section 235 program. Mrs. Hills
says the revised program “‘will
cost $1.9 billion over 30 years.”

—DonN Loomis
McGraw-Hill World News,
Washington
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Masonite'siding-selling with it is

The rich look and low installed cost of Masonite brand siding where else. And some would cost
can make your homes easier to sell—and harder to compete too much if you used the real
with. It gives your salesmen something to talk about—and your thing. But with all of them at your
customers something to think about— every step of the way disposal, you can capture pre-
from curbside to closing. cisely the architectural effect

re after.
How putting up Masonite brand siding can help nail P

down the sale. -
Start with the kind of first impression that wins you a second ;;f” 3
look. From the rough-sawn look of Woodsman to the warm, g
Cape Cod feeling of Bayside—Masonite gives you o ‘
a broad range of colors and patterns to choose _ g
from. Some are smooth. Some are tex- =

tured. Some you can't get any-
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1 lot easier than selling against it.

Masonite brand siding helps keep
your cost competitive, too. Take
the skip-troweled look of Stuc-
cato. It goes up quick and easy
—in 4' by 8' panels. And it
won't take a crew of spe-
cial installers.

Prefinished panels are
another way to save you
time. And keep the weather from
upsetting your schedule.

The way we make
siding helps you
make the sale.
The dent-resistance of
Masonite brand hard-
board siding is tough
to compete with. Lad-
ders won't leave an im-
pression on a Masonite-
sided home. Nor will
hailstones. Unlike metal
siding, Masonite
brand siding
doesn't have

——
Colorlok®

to be grounded. And it won't interfere with TV reception.
Selling an energy-efficient home? Like wood, Masonite brand
hardboard is a good thermal insulator. It adds to the insulation
of your walls to help with climate control winter and summer.
Masonite brand siding provides a sound barrier that’s worth
talking about. It locks out the rattle of a driving rain. And it
won't creak or crackle with temperature changes.

Beauty that lasts can make a home a better investment.
And Masonite brand siding is tough enough to keep its good
looks through all kinds of weather. There's \ l / :

no grain that can “check.’ No knots QY

that can bleed. No metal to cor-
rode. And no cold-weather brit-
tleness to beware of.

Cover your homes with W
selling advantages. e Pyl
Cover your homes with Masonite brand siding. More and more
builders do. Because selling a home with Masonite brand siding
is a lot easier than selling against one.

Get the whole story on our hard-selling sidings from your
Masonite distributor. Or write us direct. Write: Exterior Siding
Division, Department HH12,
Masonite Corporation, 29
North Wacker Drive, Chicago,
lllinois 60606.

e
= e

Maionite siding,
make sure you get
the Masonite brand. Seraeanos

When you ask for 1

®

Masonite. Bayside. Colorlok and Stuccato are registered trademarks of Masonite Corporation
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Windows like these are today’s real economy models.
First you save a great deal of money by not having

to paint them on the job. These Casemasters came
from the factory with Marvin’s XL-70 exteriar
pre-finish, a weather-resistant, long-life

polyurea coating fused to the wood by a

special curing process. And if you're
the owner as well as the builder, you'll
W find that they cut your heating/

cooling costs. Wood

o hd construction,
_— U insulating glass,

and double

) weather-stripping

can reduce your

Our economyunits -
much as 30%,

compared to

construction using single-glazed metal

mARVIN windows. Write for our new 36-page catalog

and get the details on all of Marvin's economy

windows. Marvin Windows, Warroad, Minn. 56763.

I N Dows Phone: 218-386-1430.

CIRCLE 8 ON READER SERVICE CARD




NEWS/POLICY

Carla Hills jeered at homeowners’ protest hearing in Chicago

Was she walking out in a huff or
had her time simply expired?
No one can say for certain
whether, figuratively, she
jumped or was pushed. But
Carla Hills, secretary of the
Department of Housing and
Urban Development, turned
some homeowners’ faces crim-
son when she made an abrupt
exit from Chicago’s Bismark

Hotel in, according to the
homeowners, mid-debate.
Mrs. Hills had come to

address members of the Mort- -

gage Bankers Assn. in annual
convention. She had also agreed
to discuss new HUD procedures
to combat fast foreclosures on
FHA mortgages with local
homeowners. They included a
delegation from the Metro-
politan Area Housing Alliance,
one of the largest and most vo-
ciferous of Chicago’s neighbor-
hood groups [News, July].

Confrontation. Eager to dis-
cuss the fast-foreclosure issue
first hand with the secretary, the
alliance’s people went so far as
to set up a podium for a ques-
tion-and-answer session. The
homeowners applauded Mrs.
Hills when she entered, but
some seemed to feel insulted
when she declined to use the po-
dium in favor of sitting at a table
with the session’s organizers.

Mrs. Hills told homeowners
that HUD would try to publish
in The Federal Register a new
set of rules that would call for
the suspension of any lenders
found to be making fast foreclo-
sures or refusing to accept par-
tial payments on delinquent
mortgages. She refused to ac-
cede, however, to the homeown-
ers’ repeated demands that she
immediately suspend for 90
days the Advance Mortgage Co.
of Southfield, Mich. and Mort-
gage Associates of Milwaukee
for alleged fast-foreclosure prac-
tices.

““Anyone who is to be closed
down nationwide, I feel, should
have the chance to come in and
refute the charge—just as any-
one else,” she said.

Exit to jeers. The Q-and-A
grew increasingly acerbic, with
Mrs. Hills reportedly relying re-
peatedly on the reply, “You just
don’t understand.” To this one
angry homeowner shouted:

“This is the treatment from a
non-elected official appointed
by our non-elected president.”

After an hour Mrs. Hills,
flushed and angry, left the room
to jeers.

Gail Cincotta, chairman of
the alliance group, claims that
not only did Mrs. Hills cheat
homeowners on discussion time
by arriving late for the meeting
but that, once on hand, she had
little real encouragement for
homeowners.

‘Anti-people.” “Her whole re-
sponse was the constitutional-
lawyer-type discussion,” said

SEC’s HiLts
Sharing an interest

JOHN ASHWORTH

Mrs. Cincotta. ““It was very anti-
people. She absolutely refused
to give us a time frame in which
her actions would be taken. We
had six points to discuss with
her, including such radical ideas
as counselors for homeowners,
certificates of inspection for
buyers and making a national
priority of speeding up pay-
backs. We had just started on the
discussion of the payback when
she got up and left.”

According to Mrs. Cincotta

HUD’s CArRLA HiLLs
From applause to jeers

Uncle’s $100,000 husband-wife team

The outstanding husband-wife
team in Washington—and prob-
ably in the housing business—is
that of Roderick M. and Carla A.
Hills.

Carla, 41, the third cabinet
woman in history, presides over
the $7-billion budget and 15,000
employees of the Department of
Housing and Urban Develop-
ment. Her salary: $63,000.

Roderick, 44, is the new chair-
man of the Securities and Ex-
change Commission, which has
about 2,000 employees and a
budget of only $48 million. His
salary: $42,000.

Mrs. Hills was plucked from
the obscurity of the Justice
Dept. by President Ford. She was
an assistant attorney general—
and a sharp one, by all ac-
counts—when he went looking
for a woman for the cabinet.

Hills was chosen from a spot
closer to home. He was in the
Office of the White House coun-
sel—that is, he was one of the
President’s lawyers.

Differing styles. Mrs. Hills
runs the federal housing pro-
grams, which have much to do
with the financial health of the
housing industry. Note, for in-
stance, that she has just turned
loose $264 million to finance
the building of some 250,000
single-family homes to be
bought by middle-class families.

Mrs. Hills is a team player
who has to defer to the likes of
James T. Lynn, her predecessor
at HUD, who is now Director of
the Office of Management and
Budget.

Hills left the White House for
a number of reasons, according
to the Washington grapevine.
One version is that he was mak-
ing too many waves and that the
real powers at the White
House—Lynn and Donald
Rumsfeld, for instance—saw to
it that he was promoted out.

Another version is that he
wanted out and was happy to
take the SEC chairmanship.
There he is the big frog, albeit in
a much smaller pond.

Regulatory authority. Hills
will direct the regulation and in-
vestigation of the housing giants
that have gone public and of the
real estate investment trusts,
one of the investment debacles
of recent times.

Roderick told Chairman Wil-
liam Proxmire of the Senate
Banking Committee, which has
regulatory authority over both
Mr. and Mrs. Hill’s shops—that
he would need no limousine of
his own, since he could hitch a
ride with Carla.

Presumably they talk shop, as
they did when both were in the
same Los Angeles law firm be-
fore they came East. —D. L.

and her colleagues, Mrs. Hills
talked only of adding guidelines
to the HUD handbook. And the
guidelines, Mrs. Cincotta in-
sisted, would be unenforceable.

The mortgage men. Mrs. Hills
discussed many of the same sub-
jects the same day with the
mortgage bankers themselves.
And, while they didn’t provoke
her to a similar hasty departure,
the atmosphere wasn’t the
friendliest.

The mortgage bankers had
been prepared for Mrs. Hills by
William E. Ezzell, the retiring
president of the MBA, who lam-
basted the Administration, con-
gressmen and the federal gov-
ernment in general for failing to
solve the housing problems of
the nation’s cities.

Ezzell maintained that anti-
redlining legislation now before
Congress would be a fatal blow
to the nationwide mortgage
market. He also demanded that
the Administration direct HUD
to revitalize the FHA’s econom-
ically sound mortgage programs
and drop others that, he said,
have led to the present plight of
the inner cities.

Jail threat. As if anxious mort-
gage bankers and outraged
homeowners weren’t enough,
Mrs. Hills found herself assailed
on that same day by Judge Hu-
bert L. Will, the federal judge in
Chicago who is presiding over
the class-action suit that ac-
cuses HUD, Mrs. Hills and other
HUD officials of promulgating
and precipitating fast foreclo-
sures in defendants’ cases that
date from 1973.*

Outraged that HUD has been
slow to provide documents re-
quested by the court, Judge Will
publicly considered the possi-
bility of jailing Mrs. Hills for
contempt. He reasoned that, if
the HUD secretary was locked
up in Chicago’s Metropolitan
Correction Chamber, HUD doc-
uments would appear.

“Tam fed up with HUD's non-
compliance,” said the judge to
the HUD lawyer representing
the secretary at the hearing.

He did relent, however—the
court hearing was adjourned to
a later date—and Mrs. Hills ef-
fected an orderly getaway from
the Bismark.

—MiKE KOLBENSCHLAG

McGraw-Hill News, Chicago

“Ferrell vs. Hill, formerly Brown vs. Linn.
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NEWS/MORTGAGING

Advance Mortgage faces 180-day suspension from FHA lending

The Department of Housing and
Urban Development says it
plans to suspend Advance Mort-
gage Corp. of Detroit from deal-
ing in FHA mortgages for 180
days.

The department has accused
the company of mishandling
such loans, which are insured by
the government. HUD also says
it has notified Advance that the
company’s authority to origi-
nate and service such loans will
be suspended unless the com-
pany can show cause at a hear-
ing why such action should not
be taken.

The department contends
that Advance submitted false or
incomplete credit information

on homebuyers who obtain the
FHA-insured loans. HUD also
contends the company charged
excessive fees and failed to an-
swer inquiries from buyers who
defaulted on mortgages.

Chicago connection. The
HUD action follows complaints
from community groups in Chi-
cago and other cities about
“fast” foreclosures on mort-
gages in default (see page 9). As
a result, Housing Secretary
Carla Hills has directed mort-
gage lenders to accept partial
mortgage payments on FHA-in-
sured loans. She has also set up
adepartment task force to inves-
tigate complaints against mort-
gage lenders [News, Oct.].

Advance is the first company
the HUD task force has recom-
mended for suspension. The
department said all of the com-
pany’s offices except the Los An-
geles branch could be reinstated
after 30 days’ probation if the
company offers a plan to correct
the abuses.

The Los Angeles office would
not be eligible for reinstatement
for 60 days.

Company’s defense. President
Robert J. Mylod of Advance said
the company would appeal. He
said the HUD action was
“costly and damaging”’ and was
“out of all proportion to the
seriousness of the offenses
charged.”

Mylod also called the action
“an unwarranted rebuke to our
company’s long-standing com-
mitment to financing housing
for Americans of all income
levels and walks of life in city or
suburb.”

‘Errors.” Mylod acknowledged
that a HUD audit had turned up
““processing errors in about 1%
of the 5,000 FHA loans a year
that Advance originates.”

But Mylod said the audit
showed that, despite the errors,
the company submitted correct
information in nearly all cases.

Mylod also said Advance had
set up stronger internal audit
procedures to avoid such pro-
cessing errors.

A fund raiser for local HBAs: A busman’s holiday for visiting builders

What do builders like to do
when they’re not building? Look
at other builders’ houses.

What do local builders’ associ-
ations always need? Funds.

And that’s how the Orange
County Chapter of the Califor-
nia Building Industry Assn.
came to invite builders from all
over the U.S. and Canada to tour
their members’ houses.

Said the mailer: “Tour 23 of
the most successful and innova-
tive communities in southern
California—featuring  Irvine,
Mission Viejo, Anaheim Hills,
Laguna WNiguel and Lake
Forest.” The fee, including most
meals and a Newport Beach
motel for three nights, was $460
single, $525 double.

Three-day rally. Two-dozen
builders and wives came from
Connecticut, Saskatchewan,
Florida, Ontario, Oklahoma,
Nebraska, British Columbia,
South Dakota and elsewhere.
The association netted $3,200
and the builders got three days
of ideas and advice. Besides
being bussed 200 miles to see
the work of 18 California build-
ers—'‘the Best in the West"—
they were treated to:

® A banquet with top building
company presidents, including
Ray Watson of The Irvine Co.,
Dick Smith of Broadmoor
Homes, Phil Reilly of Mission
Viejo Co., Bob Grant of Robert
H. Grant Co. and Larry Deane
of Deane Development Co.

® Lectures on sales training
and consumer segmentation
by sales-motivation specialist
Dick Russell and Irvine market-

ing vice president Ken Agid.

® A critique manual providing
profiles of each community
toured, with facts on sales per-
formance, marketing budget,

financing, plan types, associa-

tion fees and site charac-
teristics.
Experts’ advice. Builders’

marketing men and architects
were on hand at each stop to lec-
ture and explain. And the host

| |

4 ‘

Best of the West tour rolls through the lush builder territory of Orange
County in California. Builders (below) study an interior. From left: Jerry
Schauffler of Crow-McCarthy in northern California, Stuart Feder of Miami,

builders offered catered lunch-
eons in their projects each day of
the tour.

Some of the visitors came
looking for specific ideas.

“1 wanted to see how they
handle small lots,” said Rosario
Mangiafico of Mangiafico & De-
cesare Inc., Rocky Hill, Conn.
““We're going to try reducing our
single-family detached lots from
100-ft. frontage to 60-ft. and we
needed some marketing input.”

Others took the tour for gen-
eral cross-fertilization. Said
Vern Mross, vice-president for
Nu-West Development Corp. of
Calgary:

“We didn’t see anything we
could transplant to Canada, but
we took back a bunch of ideas
ranging from administration to
land use. We sell condos and de-
tached homes from $30,000 to
$200,000 (estimated 1975 vol-
ume: $140 million) and we did
get to see homes in that range on
the tour.”

‘Excellent.” The only criti-
cism heard from the visiting
builders: They wanted to see
more of the production houses
and less of the models. Other-
wise, the word they used most
frequently in filling out tour cri-
tique forms was “excellent.”
And some said they would like
to take similar tours of other
housing markets, e.g.,, Dallas
and Florida.

As for the Orange County
Builders Association, it’s al-
ready looking forward to next
year’s southern California tour.
The HBA expects to net at least
$6,000. —H.C.W.
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Georglan
ANTIQUE BRASS
A touch of period
authenticity shows in
this traditional Colonial
design. Schlage on any
door means you have
chosen security.

Portola

ANTIQUE BRASS

A revival of the
romantic period of
classic design. Schlage
on any door means you
have chosen beauty.

Sonora

OLD IRON BRUSHED

Levers offer a
“natural grasp” ease of
operation and a horizontal
design element for both
modern and traditional
doors. Schlage on any door
means you have chosen
the lock that lasts.

Residential
Security

High security
deadbolts are available
in matching or complement-
ary finishes. A Schlage
deadbolt on any door
means you have taken
extra security
precautions.

ANTIQUE BRONZ}

Reminiscent of hand-
wrought craftsmanship,
an adaptation from our
handcrafted collection.

Schlage on any door

means you have
chosen quality.

Schlage

out front...
means
quality
inside!

loday’s prospective buyers
are looking harder at details,
questioning quality and expect
Ing reassurance as to the wisdom
of their investment. Schlage
LLocks are an mescapable clue
to the quality of materials and

craftsmanship in any home

THE WORLD S MOST RESPECTED NAME IN LOCKS

San Francisco. California 94134

Visit us at the N.ALLL 3. Show, Booth 2403
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NEWS/FINANCE

States’ housing bonds swamped in nationwide NO! to new borrowing

On election day a sound rustled
across the country that must
have filled with foreboding any
sincere advocate of state-fi-
nanced housing. It was the
sound of millions of voters snap-
ping their nearly empty purses
shut and putting them away.

Some $6.33 billion in bond
issues was on the ballot in states
and communities, an amount
second only to the $9.1 billion in
1968. Most of this year’s issue—
93%, which included hundreds
of millions proposed for hous-
ing—went down in over-
whelming defeat.

Alas, Babylon. Several rea-
sons were suggested in the an-
guished post mortem.

The recession had induced
voter caution. Tax burdens
were—or at least seemed—high
nearly everywhere already, and
voters had thus begun to realize
that bonds must be paid for.

The most significant factor,
however, was the unsettling
agony of New York City.

The impact on housing was
most unmistakable in New
York State itself. The state
sought approval for no less than
$250 million in bonds to build
8,000 units for the elderly. But
the state’s own credit was in
jeopardy as voters went to the
polls because of New York
City’s threatened default.

Debt loads. There was also the
little matter of the state’s own
outstanding debt: $4.1 billion of
full-faith-and-credit bonds and a
whopping $10.3 billion of the
once popular moral obligation
bonds.

Moreover, state housing con-
struction was ordered to a halt
on the weekend before the elec-
tion in a classic case of mistim-
ing. This was probably not by
choice; it was considered impos-
sible to raise urgently needed
money at feasible rates in the
money markets.

The housing bonds, not sur-
prisingly, were voted down by a
2-to-1 margin.

Byrne burned. Housing bonds
were also on the ballot in the
neighboring state of New Jer-
sey—$100 million worth on a
long list of proposed borrowings.

Governor Brendan Byrne
spearheaded a determined cam-
paign to pass the unpopular
issues, promising 100,000 jobs

out of them in a state where un-

employment was about 13%.

He was joined by a coalition of
big labor and other interests.
Public opposition, according to
observers following the elec-
tion, was “muted and scat-
tered.”

All the proposals were de-
feated by margins of more than
8 to 5.

One official’s rueful estimate:

“Everyone was for them ex-
cept the people.”

The $4.5 billion ‘no.” Ohio
had the biggest bond package of
all—$4.5 billion worth, a record
for any locality to offer all at
once—and so Ohio suffered the
biggest defeat.

Again the governor, in this
case James Rhodes, drove hard
for approval. A million-dollar
media campaign was coupled
with an estimate of 500,000 jobs
to be generated. In Ohio, how-
ever, the opposition was rela-

tively vocal, if outspent.

Housing’s loss. The electorate
voted on invisible as well as vis-
ble bonds. A proposed consti-
tutional amendment was on the
ballot that would have allowed
the state to borrow money to fi-
nance housing and nursing
homes.

No actual bonds or dollar fig-
ures for housing appeared on the
ballot, though a state study had
called for 75,000 units over a
five-year period as ‘“‘appro-
priate.”

Both proponents and oppo-
nents of this “Blueprint for
Ohio” agreed, even before the
vote, that New York—600 miles
away—was a spoiler for the gov-
ermnor. Critics quickly dubbed
the bonds “Blueprint for Disas-
teri

A distant sousaphone. As
Ohio headed into the election, a

Yesterday's land-use mlstakes

The post mortem was held at
the Urban Land Institute’s fall
meeting in Los Angeles.

Victor Palmieri, trustee for
Levitt & Sons and Penn Central
Railroad, helped set the tone
with two remarks:

® "Yesterday’s problems with
inefficient land use are express-
ing themselves in today’s
bankruptcies.”

® “Yesterday’s typical devel-
opment team is obsolete. Its
numbers are shrinking and
that’s a good thing.”

Lake Linganore. One devel-
oper, William Brosius from
Frederick, Md., was invited to
explain how Lake Linganore,
the 3,731-acre planned unit de-
velopment he has been working
on for 11 years, fell into Chapter
11 bankruptcy status.

Brosius said he started buying
land for the big Maryland project
in 1964 and sold the first house
in 1968. He got a $3-million
land-development loan in 1970
and negotiated a $6-million rec-
reational facilities loan from
First Federal Mortgage Investors
(the Miami Beach REIT)in 1971-
72. He filled the project’s lake
and raised prices 10% in 1973—
and then the bottom fell out.

“In 1974-75 we lost every-
thing we’d gained,” Brosius said.
“We tried to restructure our
loan with FMI.”

But FMI would have none of
it, Brosius went on. It rejected

DEVELOPER BROSIUS
‘It began to dawn on me. . .

’

his request for a moratorium on
loan interest and it moved to
foreclose.

Target—the land. It began to
dawn on me,” Brosius explained
painfully,” that they wanted the
project and not repayment of the
loan.”

For good reason. Brosius esti-
mates projected pretax profits at
$185 million. He filed for Chap-
ter 11 bankruptcy to keep his
lender at bay.

Those mistakes, as Brosius re-
viewed them, had a familiar
ring.

“We went in undercapital-
ized,”” he pointed out. “We
should have let in other build-
ers; we should have completely
finished one section at a time.”

In general, participants in the
ULI meeting decided such big
PUDs are an anachronism. They
reiterated the popular theme:
Get back to small-scale projects.
(For more on industry trends,
see p. 20). —H.C.W.

strong bond opponent com-
mented: “New York City is
going to be like the sousaphone
in the band. It just keeps oom-
pah-pahing in the background.
The voters are going to be think-
ing of New York.”

And a spokesman for Gover-
nor Rhodes retorted:

“The New York City prob-
lems affect us negatively, be-
cause our opponents have waged
a scare-tactic campaign to com-
pare the two situations. But it
isn’t a valid comparison; unin-
formed criticism has been so
shrilly foisted on the people. . .”

The outcome, foisted or no,
was far worse than in New York:
an astonishing 80%-plus against
the visible bonds.

Positive thinking. On the
other hand, the election cer-
tainly did not suggest that the
voters harbored any particular
animus against housing. The
Ohio housing amendment, for
what it’s worth, lost by the
lowest margin among that
state’s proposals—about 2 to 1
rather than 4 to 1.

The decisions against housing
proposals were no more severe
than against other borrowings;
it was money, not purpose, that
fretted the voters in New York,
New Jersey and Ohio.

And the voters of Baltimore
passed $58 million in new bonds
that included, among other
things, a $30-million loan fund
for developers to borrow against
at low interest for work on a re-
newal project in the city’s inner
harbor area, $12 million in other
urban renewal bonds, $3 million
for renewal-related homeowner
improvement loans, and even $1
million for home rehab loans in
nonrenewal areas.

Perking up. At least one suc-
cessful candidate was a man
with ties to housing. In Cleve-
land, Ralph J. Perk, a veteran of
the public housing wars, was
reelected handily. This election
was widely considered a white
vs. black campaign, though
Cleveland has already had a
black mayor—Perk, an ethnic
white, has opposed siting public
housing in relatively affluent
areas. But he is no opponent to
public housing per se; and his
victory speech on election night
called for giving “‘neighborhood
revitalization” a ““high priority”
in Cleveland.

—HAROLD SENEKER
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WE PROVED TO THE WORLD THAT
NO NYLON HIDES SOIL BETTER THAN ENKALURE 11.

Now hospitals, banks, hotels and s

Bull Shoals Community Hospital & Clinic, Bull Shoals, Ark."Sandpiper” by Atlantic

Hilton Inn, Myrtle Beach, S. C."Essentiale " by Karastan

Obviously, carpets for public buildings must be durable, keep a clean
appearance and be easy to maintain.

Besides being practical, they must also be beautiful.

That's why the managements of these buildings chose carpets made with
Enkalure® Il soil-hiding nylon.

Enkalure Il is easy to maintain (daily vacuuming and occasional spot
cleaning is all that's needed).

It will look fresh and clean, even when the carpet is dirty.

And, since it's exceptionally durable, it will keep looking that way a
lot longer.

The Benton Bank knew that when they chose "Chateau” by Brinkman.
Sodid The Hilton Inn when they chose “Essentiale II" by Karastan for all
their corridors, bar and restaurant. Bull Shoals Community Hospital &
Clinic knew it when they installed "Sandpiper” by Atlantic. As did Pace
Academy with "Norseman” by Jonas Carpets.

chools are proving it every day.

g | =5
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£

Pace Academy, Atlanta, Ga."Norseman” by Jonas Carpets

Enkalure 11 has a special multilobal cross-section which causes light to
actually bounce off the fiber. It's this special cross-section that keeps
the color looking bright and clean, even when the carpet is soiled.

American Enka guarantees that Enkalure Il nylon carpet will wear no
more than an average of 10% for 5 years when
certified and properly installed and maintained, or
we'll replace it.

A grueling test by Nationwide Consumer Testing
Institute against competitive carpet nylons proves
that no nylon hides soil better than Enkalure I1.

But the real proof is on the floors of these public
buildings. =

For more information and the complete full color e
Enkalure |l portfolio of carpet styles, write: American  NO NYLON HIDES

Enka Co., Dept.H & H, 530 Fifth Ave., N.Y., N.Y. 10036 Enaciine 1

Enkalure Il soil-hiding mylon by EN}CA
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Growing ahead. For tomc

At Simpson, the foundation of our forest
management program is sustained yield.
The idea is quite simple, really. It means
harvesting mature timber at a rate that's
consistent with new timber growth, so there
will always be a continuous supply of wood
—for future generations as well as the
present.

It's a program of intensive management,
too. It begins in the nurseries, where we
produce super seedlings, and continues
on to the forests, where we carefully watch
and nurture our trees for decades. And it
had its beginnings in 1890 with our founder,
Sol Simpson, who started the practice of
forest management to attain a balanced
harvest.

But, renewing our forests is only part of
the story. We also believe in making better
use of our raw materials today. And that's
the job of our Research Center, where
skilled scientists and technicians spend
full time developing and testing products
and processes to improve wood utilization,
performance, and to meet the future needs
of our industry. From this research Simpson
has pioneered the way in many new building
products, applications and special uses
that have become part of our daily lives.

Ruf-Sawn Redwood Plywood

No other commercially available plywood
has such a high reputation for sheer beauty
in any setting as does Simpson Ruf-Sawn
Redwood Plywood.

And it offers a whole lot more.

Its textured surface accepts and really
holds semi-transparent stains. Or it can be
left to weather naturally through a gradual
aging process. Yet it's still an outstanding
product for durability and economy of
maintenance in any climate.

What's more, redwood's unigue cellular
structure gives it high insulative properties
as well as enough strength to eliminate the
need for sheathing or corner bracing.

And Ruf-Sawn Redwood Plywood is
offered in a wide range of patterns to fit
a multltude of designs and budgets.

Ruf-Sawn 316

Simpson Ruf-Sawn 316 is a proprietary
product that's a direct result of Simpson
research. It has all the desirable features
of plywood panel plus one thing more—

a textured, overlaid surface that makes it
one of the best panel sidings for solid
color finishes on the market.

The secret of its high performance is in
the way it's made. Quality grade veneers
are assembled with a phenolic resin
impregnated fiber on top. The entire lay-up
is then fused under heat and pressure into
a single integral panel. During the bonding
process, the overlay is deeply embossed
with a natural woodgrain, rough-sawn
texture.

It's available in a wide variety of patterns
and sizes, too.




Redwood Amenities

Whatever your need for exterior
amenities, Simpson Redwood lumber is the
natural choice. It's available in a wide
range of patterns, grades and sizes. And in
rough sawn or smooth textures. It also
provides unusually wide widths and extra
long lengths of clear or tight-knot lumber—
thereby offering greater latitude of design
choices. And whenever wood is in contact
with the ground, or where moisture is
constant, there's virtually no wood with
greater durability than all heart redwood.

But best of all, redwood's beauty is
captivating. Its charm enriches every
environment—urban or rural, commercial
or rustic.

International Doors

Whatever the architectural style of the
house, Simpson makes a door to harmonize
with it. Choose from a wide variety of richly
carved doors. Raised panel doors in literally
dozens of patterns. And doors that combine
fine wood, finely detailed metal grilles and
various glazing patterns.

So no matter what style or option, if it'sa
Simpson International Door, you know it's
built with pride of workmanship and top
quality materials.

Columbia Doors

Simpson offers a full line of quality flush
doors for residential, commercial and light
industrial construction. This line includes
prefinished hardwood, prefinished
hardboard and unfinished hardwood doors.
Plus, a variety of flush and louvered bifolds.
Except for bifolds, all flush doors are
available in a wide range of sizes. And
they're all of solid quality.

The latest addition to our line, and one
we're particularly proud of, is the U. L.
labeled Type |l, 1-3/4" solid core Smoke
Control Fire Door (20 minute rated). It's
available in a variety of attractive faces,
hardwood or hardboard, prefinished or

unfinished.
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NEWS/MORTGAGING

Futures imperfect: Can mortgage pit trading really help housing?

Despite an initial success that
surprised even its backers, the
Chicago Board of Trade’s new
mortgage futures market faces a
long, uphill battle to prove it can
do what it has set out to do—
give housing at least some de-
gree of protection from danger-
ous fluctuations in interest-rate
costs.

Says the Mortgage Bankers
Association’s Trevvett Mat-
thews:

“Very few people understand
both futures trading and mort-
gages. And these few have got
their fingers crossed.”

The futures world is unfamil-
iar to most mortgage lenders and
builders. It can hurt as well as
help them if they go into it
unprepared. But if they don’t go
intoit, and in large numbers, the
Board of Trade’s shiny new
south trading room might have
to be put to other uses.

Passing fad? The question is:
Can housing’s money men be
lured into the market before
speculators tire of providing li-
quidity for it and take their risk
capital elsewhere? They could
go, for instance, to the new fu-
tures market in Treasury bills
on the rival Chicago Mercantile

Exchange.
If the mortgage market suc-
ceeds, Assistant  Director

Thomas Miller of the MBA sees
a whopping $60-billion volume
in futures contracts within two
years. Vice President Kenneth
Plant of the Federal National
Mortgage Corp. (Freddy Mac)
agrees on this potential, but he
warns:

“Tt’s going to take a long time
to get S&Ls interested in even
the old secondary market. To go
from there to a futures market is
a quantum leap.”

Hard sell. Given the ob-
stacles, a major drive has been
mounted to sell the mortgage
fraternity on futures. The Board
of Trade chose to open the trad-
ing pit on October 20 because
the mortgage bankers’ conven-
tion was in town. The next week
Freddy Mac showed the national
S&L League’s convention a
“simulation game,” explaining
ways to play the market via
time-shared computer terminal.
This month the MBA kicks off
orientation seminars in six
cities.

The market lessons these edu-
cators are giving start off simply

enough, but they become com-
plex in short order.

How market works. Traders
need a way to hedge—to protect
themselves—againstrises in the

cost of acommodity they expect
to buy or declines in the price of
whatever they plan to sell.

So the traders make contracts
to do the opposite of what they

Cash Market

June 1975:

Mortgage banker thinks he will
have $1 million of FHA/VA mort-
gages on hand in June but he is
unsure of production. He does not
want to make a firm promise to
sell the $1 million to an investor.
Yet he wants to protect his 8Y2%
yield.

Cash Market

October 1975:

Mortgage banker has now actu-
ally originated and inventoried $1
million of FHA/VA mortgages at
an 8"z yield, protected by the sale
of futures. Mortgage banker
enters into an 8% December de-
livery commitment. Two points of
price equal ¥a% in yield. The yield
has dropped by 2%, so price
mortgage banker receives from
investor rises 4 points, or 4%.
Gain is 4% of $1 million, or $40,-
000.

alike amountin the futures market.

againstinterest rate changes.

Cash Market
January 1:
Builder plans to construct 20 units
to sell at $35,000 each. He is will-
ing to pay 4 points on a mortgage.
September 1:
Sells all 20 houses, but finds he
must pay 8 points for the $700,-
000 mortgage. Price 92.00. Yield
9.105%. The additional 4 points
cost him 4% of $700,000, so his
expenses have increased by
$28,000.

MAKING THE FUTURES MARKET WORK

Trevvett Matthews, a member of the staff of the Mortgage Bankers Assn.
who has been doing research on the futures market for several months, gives
an example of how a mortgage banker might use the market to his advan-
tage. Matthews diagrams a short hedge this way:

In October the mortgage banker has the $1 million in mortgages on hand.
Assume, too, that the yield is now only 8%. This raises the price of the
mortgages, and he decides to sell them in the cash market. The details of
the mortgage banker’s lifting his hedge—or offsetting—are:

The two deals thus balance out.

The mortgage banker will use the futures market as a substitute take-out
untilhe is willing to negotiate a firm cash-market commitment.

The cash market has, in the case above, worked to mortgage banker's
favor and has offset his loss in the futures market.

Suppose, however, that interest rates had risen to 9%, reducing the price
he received when he sold his mortgages to an investor. The mortgage banker
would then have lost $40,000 in the cash market—but he would have gained

In both cases the futures market has protected the price of the loans

Builders also are invited to hedge in the futures market. The Board of Trade
has an illustration of how a builder might make certain of the number of points
he will have to pay to arrange a mortgage loan in the future. That certainty,
in turn, could enable the builder to compute more accurately a selling price
for his houses and hence protect his profit margin.

The deals balance out, and the builder has protected his original mortgage
arrangement against interest rate changes.

Futures Market
June 1975:
Mortgage banker sells $1 million
of December delivery futures
contracts at a yield of 8%2%.

Futures Market

October 1975:

Mortgage banker buys back $1
million of December-delivery
8Y2% futures, current 8% yield,
but he must pay a 4-point pre-
mium because price has risen.
Mortgage banker in futures mar-
ket loss is 4 points, or 4%, on $1
million, or $40,000.

Futures Market
January 1:
Sells seven December futures
contracts, $100,000 each. Price
96.00.Yield 8.514%.
September 1:
Buys seven December futures
contracts $100,000 each. Yield
9.105%. But price has now fallen
to 92. He gains 4 points, or 4% of
$700,000. Gain $28,000.

planin the cash market. Assum-
ing futures prices move the
same way as cash prices, a loss
in one market is then cancelled
by a hedging gain in the other.

Other markets. The extension
of hedging to mortgages hasn’t
come in a single bound. It has
piggy-backed on the evolution
of the secondary market for
mortgages. Roger Gray, a Stan-
ford economics professor, notes
that there already are ways to
shield against changes in inter-
est rates:

“Take-out commitments for
builders are widespread. Stand-
by commitments in the private
market are common. Federal
agencies have increasingly pro-
vided stand-by commitments,
and a quasi-futures market in
Ginnie-Mae securities is being
made.”

Trading units. It was the out-
pouring of Ginnie Mae securi-
ties—$17 billion in five years—
that provided the standardized
trading instrument needed for
the ultimate step: trading fu-
tures contracts on an exchange.
The trading unit is a contract for
delivery of $100,000 in Ginnie
Mae pass-throughs yielding 8%
at par.

A key assumption of the ex-
change is that the ups and
downs in the price of this secu-
rity can stand as a good proxy for
price fluctuations in conven-
tional and FHA/VA mortgages.

Long and short of it. Hedgers
who plan to sell on the cash mar-
ket and therefore decide to buy
on the futures market are short
hedgers. Mortgage bankers,
hedging on mortgages they have
initiated and plan to sell later,
will be short hedgers. Long
hedgers sell futures now be-
cause they anticipate buying on
the cash market later. That
technique might be Dbetter
suited to savings and loans,
since they accumulate cash.

Given an assured hedge, ex-
perts say, builders might be able
to lop the equivalent of 2% off
the interest cost of a mortgage.
With house financing charges
already pricing many would-be
buyers out of the market, this
would be a welcome gain. But
supporters see wider stabilizing
influences on housing from a
generalized use of hedging.

Problems. All this will be fine
if the market proves out. But

TO PAGE 18
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How to keep your customers from doing
a slow burn.Install the scorch-proof Contura.

Duramel. The material we spent seven years developing.
Available now in two shapes. The classic round Contura® and the
new Oval Contura.

The beauty of them, aside from the obvious, is that they
travel light, arrive on the job chip free (and stay that way while
you’re installing them). And once installed their high performance
continues: they’re stain resistant and rust proof.

Even more, they're scorch-proof. Impervious to cigarette
burns. (A great selling point.) And they come with “‘Fast-Lav Strip™ "
To hold the lavatory in place while fittings are being mounted and
the sealant is drying. (To make for quicker installation.)

Forfurtherinformation,write American-Standard, Plumbing/
Heating, P.O. Box 2003, New Brunswick, New Jersey 08903.

_avatories made of Duramel.
The high performance material.

Oval Contura

12 striking colors

AMERICAN
STANDARD

PLUMBING / HEATING

CIRCLE 17 ON READER SERVICE CARD H&H DECEMBER 1975 17



NEWS/POLICY

House shelves its grand plan for controversml housing study

The housing subcommittee of
the House of Representatives is
planning to launch a major re-
view and investigation of the
Federal Housing Administra-
tion early next year.

But it won’t be the kind of in-
vestigation leading to the wide-
open “oversight” hearings that
Chairman William Barrett (D.,
Pa.) had in mind.

Barrett had announced such
hearings last July. His blockbus-
ter was that he had hired Milton
Semer, a housing consultant and
an FHA commissioner during
the Kennedy-Johnson adminis-
trations, to take charge of an in-
quiry that, Barrett predicted,
would lead to “a sweeping over-
haul of the basic housing laws.”

Checkmate. Semer was to
have joined the subcommittee’s
staff as special counsel August 1
and preparation for hearings was
to begin by September.

It never happened. Barrett’s
decision ran into stonewall op-
position—from both Republi-
cans and Democrats on the sub-
committee, from other subcom-
mittee chairmen and eventually
from Chairman Henry Reuss
(D., Wis.) of the parent Banking
Committee.

A major reason cited was that
neither the subcommittee’s
budget of $470,000 nor the full
committee’s budget of $1.8 mil-
lion for calendar 1975 could ac-
commodate the Semer study
that Barrett had spelled out in
the Congressional Record of
July 25.

But behind the scenes there
was instant resistance—from
Republicans and Democrats
alike—to turning over such a
significant committee inquiry,
supposedly leading to a revision
of all the housing laws, to a
group of Washington old-timers
so publicly identified as pro-
FHA. Many committee mem-
bers are not that committed to
FHA—or to bringing back FHA
““the way it was in the old days.”
Semer, in published interviews,
gave the impression that he al-
ready knew what conclusions
would be reached by any inquiry
he headed.

Politics. The Republicans on
the subcommittee—a more
powerful force than their num-
bers might indicate—refused to
back any request to the House

leadership for additional funds.
EEad slha
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despite Republican objections,
there would have been embar-
rassing publicity for the Demo-
crats.

In addition, the Banking Com-
mittee’s financial institutions
subcommittee—chaired by Rep.
Fernand J. St. Germain (D.,
R.1.)—was already deep into its
consideration of a major shake-
up of the powers and relation-
ships of the savings and loans,
the commercial banks and the
other institutions supplying the
mortgage money that builds
housing.

A rejection slip. Some in-
siders interpreted the Barrett-
Semer move as an attempt to
reassert the subcommittee’s ju-

Mortgage futures ..

there are hazards a-plenty. For
one thing, Matthews points out
that “if mortgage bankers are
the chief hedgers, it won't
work.”

Hedgers are needed to assure
the market a firm link with
trends in the mortgage market’s
cash prices, but they ought to be
both long as well as short. (Mort-
gage bankers are apt to go short
in order to supply liquidity to
the market.) Right now, says
Del Girard, who trades in the
mortgage futures market for
Wall Street’s Drexel Burnham &
Co., “there are plenty of hedgers
but they are all doing the same
thing—going short. So we need
tremendous interest on the
other side.”

Speculators. In this first phase
of the market, activity has been
twice as heavy as expected.
There were 808 trades the first
day, and volume averaged 618
trades for the first nine days.
Speculators had rushed in.

But the base of speculator in-
terest so far seems to be narrow.
Paul Leonard of A. G. Becker, a
New York investment banking
firm, says the volume has been
with professional speculators
rather than with the mass of in-
dividuals fondly envisioned as
the bulwark of the market. Only
two dozen mortgage firms plus
a few state-chartered S&Ls and
some banks have entered trad-
ing so far.

Dangers. Even if the market’s
pool of speculator liquidity
should grow by leaps and

bounds, as backers predict, the
23 3 S
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CONSULTANT SEMER
A ‘Dear Milton’ letter

risdiction over FHA and the
other housing financing agen-
cies—and perhaps exercise
greater influence over the even-
tual legislation that might be re-
ported by the St. Germain sub-
committee.

continued from page 16

main. To use the market, the
S&L with conventional loans
will have to cross hedge—hedge
in Ginnie Maes even though
conventional mortgage interest
rate trends don’t track exactly
with Ginnie Mae yields. A vice
president of a New York securi-
ties firm warns:

““All cross-hedging is danger-
ous because of the 10% dif-
ference in the trend of Ginnie
Mae and conventional rates.”

Chance for success. The mar-
ket’s upbeat beginning augurs
that the problems just might be
solved. Mortgage Broker Wil-
liam Gow, president of Hun-
toon, Paige & Co., New York,
doesn’t relish the thought of the
exchange displacing his own
Ginnie Mae dealer market as the
place to lay off future risk. But
he wonders: “If a bunch of
people come in it, then maybe
there will be a shift from dealers
to the exchange. I think not—
but look at the option market.”

One expert with the optimis-
tic view is Preston Martin,
former chairman of the Home
Loan Bank Board and now pres-
ident of the Mortgage Insurance
Co. of San Francisco.

“"The next step will be futures
contracts based on FHA/VAs,”
he says, “and later contracts
based on privately insured con-
ventionals. (Martin’s company
insures conventionals.)

“Eventually you will have a
mortgage-futures market that
dwarfs the Ginnie Mae market.”

—S1AN WiLSON
McGraw-Hill World News,

VT ok S ad

All the in-fighting was done
behind the scenes, but by early
October Barrett wrote a ““Dear
Milton” letter to Semer express-
ing his “sincere regret that your
team will not be able to proceed
this year with the contract study
envisioned by my July 25 state-
ment.”

Familiar cast. The team re-
ferred to is the group of consul-
tants working for the firm of
Semer & Zimmerman—]Julian
Zimmerman being the Texas
Republican who headed FHA
during the Eisenhower adminis-
tration. Barrett said that he had
hoped to continue to use the
““enormous capacities of the
team in advisory or witness
roles” as the subcommittee
studied “the critical problems
besetting our housing and our
cities.’!

Besides Semer and Zimmer-
man, the team included George
Sternlieb, Rutgers University
professor; Ashley Foard, for-
merly a deputy counsel for
HUD; Ray Niblack, housing
consultant and a former assis-
tant commissioner of FHA; Hil-
bert S. Fefferman, former asso-
ciate general counsel of HUD;
John M. Frantz, a Washington
consultant; and Sarah M. Perrin,
a former HUD lawyer.

Hint of pro-FHA bias. The
lack-of-funds excuse provided a
satisfactory exit for all factions
involved in the dispute—and
Reuss later took Barrett off the
hook by saying he expects the
subcommittee’s study to go for-
ward with his backing.

Plans are now shaping up
under the subcommittee staff
director, Gerald McMurray, for
hearings after Jan. 1, at which
time funds will be found to pay
for whatever staff or outside
help is needed. However, it is ex-
pected that any outside staff will
be taken on as either part-time
or short-term consultants.

One of the issues in the
dispute was turning over Sso
much of the subcommittee’s
power and influence on contract
to an outside firm—particularly
one that was considered to have
a strong and historic pro-FHA
bias. Also, there were questions
of conflict of interest, raised as
aresult of Semer’s and the firm’s
work for a wide range of housing
industry clients, including the

Department of Housing and
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What more could you want
in a window?

Easy installation.

Out of the carton and into the wall. No hardware or
weatherstripping to apply.

Sells your business.

The Andersen trademark says a lot about your work.
It’s a sign of quality.

Saves on customer
heating bills.

Three ways: vinyl-clad wood core,
optional double-pane insulating glass
and a snug-fitting design that’s two
times more weathertight than
industry air-infiltration standards.
An excellent sales message for you.

5102 Copyright © Andersen Corp., Bayport, Minn. 1975,
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NEWS/MARKETING

West Coast housing leaders agree: The basic house is a myth

Stripped-down houses don’t
give ‘buyers enough value or
builders enough profit.

They make sense in the boon-
docks where lot costs are low.
But in a competitive market-
place the bare-bones 1,000-sq.-
ft. house is scarcely more than
an apartment on a lot. It’s a loss
leader, not worth building in
volume.

That was one conclusion
reached by 50 California build-
ers and lenders at an all-day
roundtable just held in Los An-
geles.

Whirlpool Corp. paid for the
conference. A housing consul-
tant and former House & HomE
editor, Richard W. O’Neill, ran
it. And the agenda was so
thorough that lunch was served
at the conference table sono dis-
cussion time would be lost.

No help from Uncle. Here are
some other judgments reached
by O’Neill’s experts:

® Builders can’t depend on the
federal government for any sig-
nificant help in producing hous-
ing for two years. The possible
exception, and it’s a small one,
may be the subsidy programs of
the Farmers Home Administra-
tion.

® Land development prob-
lems and their related costs will
intensify and there’s not much
builders can do about it.

® Condominiums aren’t dead.
The#s a good future market for
condlos once builders learn how
to oﬁarcome design and market
problems.

® Today’s buyers want value.
The old razzle-dazzle, i.e., elabo-
rate models and sales centers,
doesn’t sell like it used to. In
fact, it may be turning off buyers
who just want a good house.

Role of giants. The opinion
makers didn’t agree on every-
thing. They debated, for ex-
ample, whether such industrial
giants as American Standard
and ITT are really fed up with
the housing business.

“Yes,” said Richard Weiss, a
real estate attorney who was
president of the Larwin Group
when the big Coast company
was building nationally.

Building companies can’t be
cast in the industrial corpora-
tion mold,” Weiss insisted. (He
had also worked for Levitt.) “A
housing company can’t expand
beyond the attention span of the
single entrepreneur. A builder

Roundtable on the future was run by consultant Dick O’Neill (left) and

i

b9 ,

included (left to right) ex-builder Dick

Weiss, accountant Len Levy, builder Gerry Degen and lender Ken Siprelle. Fifty experts attended the session.

must be within a day’s drive of
any project.”

““No,” said Leonard Levy, sen-
ior partner for Kenneth Lev-
enthal & Co., a New York ac-
counting firm that specializes in
unraveling distressed builders’
accounts.

“This was only Generation I
of the merger era. Memories will
dim. Five years from now the big
industrial companies will take
another look and start merging
with builders all over again.
Housing’s cyclical nature won’t
deter them. They’ll learn to ride
with the cycles.”

Pension funds. The roundta-
ble disagreed, too, on whether
pension funds will enter the
mortgage market in a significant
way.

“They will,” said Los Angeles
builder Alan Borstein (W&B
Builders Inc.), ‘“‘because their
current yields are ridiculously
low. They need the higher yields
of the real estate business. When
we start tapping the $30 or $40
billion in city and state pen-
sions, we won'’t need the real es-
tate investment trusts.”

“They won’t,”” said Weiss,
‘because there’s a stigma on our
industry that will probably last
through our generation. The
funds have seen how underwrit-
ing standards in our industry
tend to deteriorate when money
becomes available.”

Builder Ed Malone of La Jolla
Calif. (The Malone Co.) pro-
vided an example of pension-
fund skepticism:

“A fund in Georgia is yielding
3% to 5%. They could double
that by switching to govern-
ment-insured mortgages. But
after this was explained to the
members, the fund directors
sent out a letter discouraging
real estate investment.”

The basic house. On the
stripped-down house, however,
there was a consensus.

First, buyers aren’t condi-

tioned to the basic house.

“We've spoiled them,” said
Malone. “Their level of expecta-
tion has gone up faster than
their ability to buy. Our in-
dustry’s magazines keep show-
ing them open-beamed ceilings
and swimming pools. So they in-
stinctively reject the stripped-
down house.” Second, such
stripped-house features as ex-
pansion space and optional
kitchen appliances don’t work
anymore.

Said Michael Tenzer, former
marketing vice president for the
Larwin Group:

““Code changes have killed the
two-story expandable house be-
cause you can no longer leave
the expansion space unfinished.
You have to install finished
floors, wiring, heating and all
the other mechanicals. All you
can leave unfinished are the
walls, and that’s not enough to
make the unfinished house a
significantly better value than
the finished house.”

And Architect Barry Berkus of
Santa Barbara added:

“Optional kitchen appliances
are a deterrent to sales because
today’s buyer thinks a com-
pletely equipped kitchen is a ne-
cessity.”

There was a third consid-
eration.

The stripped-down house is
false economy, Berkus argued,
because it produces few savings.

Financing costs. “Instead of
stripping down the product,”
said Malone, ““we’ve got to strip
down the financing costs and
the development fees we have to
pay. The reasons why home-
owners’ monthly payments
have tripled in our San Diego
County market in the last five
years is that financing costs
haverisen 146%, lot costs 100%
and construction costs 78%."

Rising development fees were
viewed as an outgrowth of local
efforts to limit land use and

growth. “Special site improve-
ments and extrafees for schools,
parks, libraries and the like are
adding 15% to 25% to house
costs in San Diego County,”
said Gerald Degen, president of
L. B. Nelson Corp. of Southern
California.

”And we can expect those fees
to keep increasing,” said Mi-
chael Keston, president of The
Larwin Group, ‘‘because cities
are no longer passing bond
issues for water, schools and the
like. The citizens are unwilling,
so the builders’ fees are being in-
creased.

Environmental curbs. Build-
ers also have the added cost of
environmental restraints to
contend with. Said Tenzer:

“That cost is hidden in the job
delays caused by environmental
impact hearings and other con-
servationist red tape.”

As house costs and prices rise,
how can the industry keep the
supply of qualified buyers from
shrinking?

One solution: Lenders will
lower their qualifications.

“They’ll permit buyers to
spend up to 30% of their in-
comes for housing,” said Roger
Lindland, senior vice president
for California Federal Savings.

Kenneth Siprelle, senior vice
president for Western Mortgage
Corp., agreed. So did Marvin
Strattman, senior vice president
for Ticor Mortgage Insurance.

Rents. A look into the future
feasibility of rental apartments
concluded with the consensus
that rents must increase 50% in
the next four years. ‘“‘But,”
warned Richard Stanford, vice
president of Title Insurance &
Trust Co. in Santa Ana, “watch
out for rent controls. Enabling
legislation for controls is being
put on the books in more and
more states and cities, and rising
rents will force their enact-
ment.”

—H. CLARKE WELLS




The way to insulate W1th a view.

Snug-fitting Andersen® Windows
have always let you make the
most of a beautiful view.

(And that’s a lot easier to sell
than no windows at all!)

What your buyers may not know
is that easy-to-install Andersen
Windows are also designed to save
on homeowner heating bills.

Because they’re made of treated
wood, a natural insulator.

And they're two times more
weathertight than industry air-

infiltration standards. To help
seal out drafts and dust, help save
on heating and cooling costs.

Double-pane insulating glass is
also available. To provide a major
part of the fuel-saving benefits of
storm windows. With only half
the glass cleaning chores.

There’s sales value in the
Andersen Windowall® trademark,
too. It’s become a sign of quality
in fine homes everywhere.

So save fuel for your buyers
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and make the most of a beautiful
view. Specify Andersen Primed
Wood or Perma-Shield® vinyl-
clad Windows and Gliding Doors.

For more details, see your
Andersen Dealer or Distributor.
He’s in the Yellow Pages under
“Windows.” Or write us direct.

The beautiful
way to save fuel.

Anderser Wndowalls
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NEWS/FINANCE

Big bank sued for lending money to save its own realty loans

A suit filed in Federal District
Court in Atlanta alleges that
Morgan Guaranty Trust Co. of
New York City is making illegal
loans to its borrowers to keep
their loans alive and current.

Filed in behalf of Peter E.
Blum, an Atlanta minority
stockholder in Morgan Guar-
anty, the suit aims largely at real
estate loans. It charges that the
bank is violating Federal Re-
serve rules by making loans to
borrowers so they can pay the
interest on earlier loans.

The suit names not only the
top officers of Morgan Guaranty.
It cites as a defendant no less a
personage than Arthur F. Burns,
chairman of the Board of Gover-
nors of the Federal Reserve Sys-
tem. Burns, the suit alleges,
knows of the practice, and he
and the Fed are charged with
failing to enforce banking rules
that proscribe such doings. The
Fed did not, the suit says, re-
quire “defendant bank, as well
as other national banks, to
charge off said interest loans.”

Both the Fed and the bank said
through spokesmen that they
had no comment on the suit.

Equity erosion. According to
the suit, Morgan Guaranty has
$300 million in loans to Geor-
gians for which it holds real es-
tate deeds as security, and it has
“hundreds of millions of dollars
of real estate loans in its portfo-
lio.” Stockholder equity stood at
$1 billion last December 31, ac-
cording to the suit. But it is
being diluted by $10,000 a day,
the suit says, by interest accu-
mulating on the illegal loans at
an assumed 6% rate if 1) each
borrower defaults as loans ma-
ture and if 2) no borrower can get
another interest loan.

The suit seeks a declaratory
judgment of the illegality of the
alleged lending practices, an in-
junction against future resort to
such lending, an accounting of
such practices to determine
losses and potential losses, a
jury trial of the suit and an order
to Burns to act against further
interest loans. Also sought is $1
million in damages as repara-
tion to the bank by the persons
responsible for the practices.

Wider significance. The suit
contains no substantiation of
the existence of the alleged prac-
tices by Morgan Guaranty, an
absence that Atlanta attorney

e tce P allastanm  adtedterssdns

largely to new federal court
rules that encourage brevity in
the filing of such suits. Asked
about the implications for the
nation’s banks if the suit is suc-
cessful, Rolleston says ‘it
would shake up some people,
some more than others.”

An executive of an Atlanta de-
velopment and construction
firm, asked if the practices de-
scribed in the suit occur in his
market, says that additional
loans to developers to pay inter-

est are not occurring to his
knowledge.

REIT loan dangers. An analy-
sis of the exposure of the na-
tion’s banks to losses from loans
to real estate investment trusts,
written by George Salem, an an-
alyst for the Drexel-Burnham
brokerage house in New York,*
makes a far gloomier assess-
ment than a report in February.
*Bank Loans to REITs; Problems and

Prospects, Drexel Burnham & Co., 60
Broad St., N.Y., N.Y. 10005.

Florida’s classrooms to move if students do

Florida has just contracted for
$23 million worth of movable
classrooms—modules that can
be shifted to accommodate the
changing tides of the state’s
highly mobile student popula-
tion.

Classroom modules are not
new, of course, nor is the idea of
shifting them. Chicago was
among the first cities to try the
idea.

But Florida’s experiment is
believed to be the largest of its
kind. Its outcome may well de-
termine whether there is a vol-

o

Modular classroom takes shape at PepsiCo Building Systems pla-nt in

complemented with wood deck-
ing and sheathing. Each unit
measures 12’ x 36’, weighs nine
tons and ““is built like a tank,”
according to company officials.

President Richard Knopf of
PBS says his plant employs 150
people. By early December, he
says, production should reach
ten units a day. The payroll is
$25,000 a week.

The biggest advantage of the
modular construction is that the
units can be dismantled and re-
erected in response to popula-
tion shifts. Another consid-

Florida. Wood sheathing will cover a steel frame. Units weigh nine tons.

ume market for such classrooms
in other states—or even cities—
with highly mobile school popu-
lations.

New factory. PepsiCo Build-
ing Systems of Anaheim, Calif.
has just opened a plant in Plant
City, near Tampa, to produce
the mods. The company bid low
on a contract let by the Florida
Department of  Education
Bureau of School Facilities to
provide 1,824 classrooms and 38
toilet units by Sept. 1, 1976.

Cennl . fvasass oA otIntiim | e

eration is that the modules can
be put together in varied ar-
rangements—side-by-side, end-
to-end or end-to-side. They are
not designed for multistory use.

Broward County (Fort Lauder-
dale) will erect four complete
schools with the PepsiCo mod-
ules, using the units in cluster.

PepsiCo Building Systems
(named Mobilease until about a
year ago) was acquired by Pep-
siCo Inc., of Purchase, N.Y. in

the mid-1960s. —RON YOGMAN
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The September report makes
this new assumption:

“We now feel that 25% of the
principal on the approximately
$7.2 billion of loans to troubled
REITs can reasonably be ex-
pected to be written off over the
next two to three years, and non-
accrual loans by banks to REITs
are today well above 50% (per-
haps averaging about 65%) of all
funds lent by banks to REITs—
and still have not stabilized.”

‘Underestimating.” ““The ba-
sic conclusion of this report,”
Salem wrote, ““is that bankers in
general have, in our opinion,
been underestimating their vul-
nerability to write-off of
principal on loans to REITs.”

Two reasons for his concern
about the banks’ exposure are
that 1) bad management has af-
fected assets to the extent that
even an improved economy will
not help work off the inventory
of vacant or unsold properties
and 2) “historic precedent is no
guide to assessing the recovery
period for the REITs since rarely
in history has there been such a
violation of prudent lending
principles.”

The report says that 40% to
45% of bank loans to the REIT
industry are to individual REITs
threatened by bankruptcy, and
that only 25% of loans are to
REITs in sound financial condi-
tion. Of the $7.2 billion in
principal in bank loans to
REITs, $1.8 billion (25%) may
eventually be written off, ac-
cording to Salem, an amount
that current bank loan loss re-
serves could not cover and
which would have to be charged
to earnings. Salem softens this
observation, however, by noting
that these projected losses are
not inevitable and that they
probably would be written off
over a period of years.

Demurrer. Two writers for
Salomon Brothers, the New
York investment banking firm,
have since insisted that the
Drexel Burnham report was “‘ex-
treme,” but Salem is standing by
his guns.

Analysts Warren Marcus and
Thomas Hanoly wrote in their
firm’s Bank Stock Weekly that,
conservatively viewed, the
losses to principal in bank loans
to REITs would be less than
10% rather than 25%.

—STAN FISHER
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A TEXTURED SIDING WITHOUT A UNIQUE TEXTURE
IS LIKE A SAW WITHOUT TEETH
AND SANDFAPER WITHOUT BITE.

Oldbridge

Planktex

THAT’S WHY U.S.PLYWOOD GIVES YOU
OLDBRIDGE AND PLANKTEX TEXTURED PLYWOOD SIDING
WITH THE RUSTIC LOOK THAT’S IN DEMAND TODAY.

It’s the look a home buyer wants.  built his own home. U.S. Plywood. Available prestained in
Because it’s natural basic Americana. Planktex® with circular saw cuts 26 handsome tones of red, brown, gold,
U.S. Plywood has two distinct creating a pattern etched into the wood.  green, blue and gray.
kinds of textured sidings to give the Two totally original sidings. All easy and economical to install.
homes you build and remodel that look. But Oldbridge and Planktex are For more information about these
Oldbridge® with the hand-hewn only part of the largest collection of unique textured sidings, call your local
look of the adze that was used when man  textured sidings available today from °~  U.S. Plywood Branch Office.

@ U.S. Plywood

Champion International Corporation
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Send for this

FREE

6-page folder on
how to comply with
HUD MINIMUM
PROPERTY
STANDARDS (MPS)
using

TECO engineered
fastening devices.

MiNIMym
STANDATDS
49001 [

5530 WISCONSIN AVENUE
WASHINGTON, D.C. 20015

PHONE 202 / 654-8288

CIRCLE 20 ON READER SERVICE CARD

TO GET WITH
'I'HE FHA/VA
PROGRAMS
| GET WITH THE
| KINGSBERRY
I MAN.

He really knows his way around when it comes to FHA,
VA, Farmers Home and other government financing
programs. For information on what that can mean to
you, plus our new full-color brochure, fill in your name
and address and mail to: Frank D. Carter, Director-
Marketing, Boise Cascade Manufactured Housing
Division/Eastern Operations, 61 Perimeter Park,
Atlanta, Georgia 30341 (404) 455-6161.

It’s all the help you can get.

N ey
HINGSBERRY HOMES

Boise Cascade
g Di /Eastern Operations

‘Name
Address

City — T o e

NEWS/FINANCE

Housing stocks turn upward on...

Housing stocks have staged a
modest rally after four months
of steady decline.

House & HoMmE’s share-value
index of 25 issues rose to 144.03
from 134.50 in the month ended
November 3. The building and
mobile-home companies led the
advance. Only the land devel-
opers lost ground.

Share values of January 1965
equate with 100 on the index.

Here’s the graph of 25 stocks.

600 —

500 —

F%E%ﬁ OF ANUARY 1365 =100
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Here’s how the five compa-
nies in each section performed.

Nov.'74 Oct.'75 Nov.'75

Builders 80 117 131
Land developers 69 86 74
Mortgage cos. 127 - 189 198
Mobile homes 379 390 417
S&Ls 85 92 104

Nov.3  Chng

Bid/ Prev

Company close Month

BUILDING COMPANIES

Alodex—d. or e
AVCO Comm. Devel—d PC Y2 e
American Cont. Homes .OT 1% ~ ¥
American Urban Corp. .OT Y%
Bramalea Con. (Can) ... TR 495 + 35
Campanelli Ind oT 1% - %
(New American Ind.)
Capital Divers (Can)—d OT 25 04
*Centex Corp. ............NY 7% + %
Cenvill Communities AM 3% + B
Cheezem Dev. Corp. oT % Y8
Christiana Cos. AM 1%
Cons. Bldg. (Can.) TR 230 10
Dev. Corp. Amer. AM 3 - Y
Edwards Indus. oT 2% i
FPA Corp. AM 2% + W
Carl Freeman Assoc. oT 1% £
Frouge Corp.—d OT 4% 2

General Builders—d .....AM % - %
Hoffman Rosner Corp. ..OT 1%

Homewood Corp orT 3% - 1%
Hunt Building Corp. o1 1% - %
*Kaufman & Broad .....NY 6% +
Key Co. AM 1% - %
Leisure Technology AM 1% - 1y
Lennar Corp NY 4% =
McCarthy Co—d PC % ]
McKeon Const AM 1% Y2
H. Miller & Sons AM 6 12

Mitchell Energy & Dev. ..AM 167 it 8

144 03

Nov.3  Chng
Bid/ Prev.

Company close  Month
Presidential Realty AM 1% 1%
Presley Development ... AM 4% %
Pulte Home Corp AM 1% %
Robino-Ladd Co—d AM 1
Rossmoor Corp—d AM 2% Ya
*Ryan Homes AM 18% + 3%
Ryland Group orT 1 + 1%
*Shapell Industries NY 9% + 1%
Shelter Cp. of Amer—d OT %
Standard Pacific AM 3% Ya
Universal House &

Dev—d PC %
*U.S. Home Corp NY 4% + Y%
Valley Forge Cop—d ..0T %
Washington Homes or 2 Ya
Del E. Webb NY 4 %
Westchester Corp oT %
SAVINGS & LOAN ASSNS.
American Fin. Corp. OoT 9% 1%
Calif. Fin NY 2% + %
*Far West Fin, NY 5% W
Fin. Corp. Santa Barb. .AM 9% %
*Fin. Fed. .. NY 9% + %
sFirst Charter Fin—h _..NY 12% + 1%
First Lincoln Fin oT 1%
First S&L Shares AM 6% + 1
First Surety OT 4% +1
First West Fin oT 1% %
Gibraltar Fin. NY: 9 1
Golden West Fin NY 11% + 1%
*Great West Fin. NY 13% +1
Hawthorne Fin oT 7% + Y
sImperial Corp. NY 9% + %
Transohio Fin NY 5% %

(Union Fin.)
Trans World Fin—d NY 11% 1%
United Fin. Cal NY 6% Y2
Wesco Fin NY 9% %
MORTGAGING
*Charter Co. NY 5% +1
CMI Investment Corp. .. .NY 8% + 1%
*Colwell—d AM 4% + W
Cont. lllinois Realty NY 1% %
*Fed. Nat. Mig. Assn. ...NY 14% ¥ %
Fin. Resources Gp—d ..OT 1%

(Globe Mortgage)
sLomas & Net. Fin. NY 6% K]
*MGIC Inv. Corp. NY 11% 11
Palomar Fin AM 1% ]
United Guaranty Corp. .. NY 6% %

(formerly FMIC Corp.)
Western Pac. Fin

Corp—d orT 3 Ya

(formerly So. Cal

Mort. & Loan Corp.)
UPI Corp. AM 3% %

(United Imp. & Inv.)
REAL ESTATE INV. TRUSTS
Alison Mtg NY 2% 1%
American Century AM 1% Ya
API Trust oT 5% Ya

(formerly Arlen Prop Inv)
Atico Mtg. 1% %
Baird & Warner OT 7% 1%
Bank America Rity OT 4% %
Barnes Mtg. Inv oT 1% Ya
Barnett Mtg. Tr—d NY 2
Beneficial Standard Mtg. AM 1% %
BT Mort. Investors NY 1% T
Cameron Brown NY 1% e
Capitol Mortgage SBI ... NY % s
Chase Manhattan NY 2 T
Cl Mortgage Group N % e
Citizens Mtg. AM 1% e
Citizens & So. Rity. NY 1% Ya
Cleve. Trust Rity. Inv. ...OT 1% %
Colwell Mtg. Trust AM 1% Y8
Conn. General NY 12 Ya
Cousins Mig. & Eq. Inv. NY 1% 1%
Diversified Mtg. Inv. NY 1 %
Equitable Life NY 16% - %
Fidelco Growth Inv AM 3% /]
First Memphis Realty ....OT 17 + %
First of Denver AM 1% Va
First of Pennsylvania ....NY 1% Va
Franklin Realty AM 1% - %
Fraser Mtg OoT 8% Ya
Gould Investors—d AM 3% %
Great Amer. Mtg. Inv—d NY 2%
Guardian Mtg. AM 1% %
Gulf Mtg. & Realty AM 1% - R
Hamilton Inv. or 1 - Y
Heitman Mtg. Investors . AM 1 Ya
Hubbard R. E. Inv NY 10% + 1%
ICM Realty AM 8% + %
Lincoin Mtg oT % %
LMI Investors NY 1

(Larwin Mort. Inv.)
Mass Mutual Mig. & Rity. NY 9%
Mission Inv. Trust AM e 'he

(formerly Palomar)
Mony Mtg. Inv NY 6% k)
Mortgage Trust of Amer. NY 2% k(]

Na_uon;| Mortgage




..surge of builders, mobile homes

Nov.3  Chng
Bid/ Prev
Company close Month
Nationwide RE. Inv oT 2% Ya
(Galbreath Mtg. Inv.)
North Amer. Mtg. Inv. NY 6%
Northwest Mut. Life
Mtg. & Rity NY 9% 8
PNB Mtg. Rlity. Inv NY 4% s
Penn.R.E.Inv. Tr—d . AM 9 Ve
Property Capital—d AM 6%
Realty Income Tr AM 5% Y
Republic Mtg. Inv NY- 1 Ya
B.F. Saul, REILT NY 3%
Security Mtg. Inv AM e Wi
Stadium Realty Tr. o1 3% i
State Mutual SBI NY Ya L]
Sutro Mtg NY 3% %
Unionamerica Mtg. &
Equity AM 1% Ya
United Realty Tr AM Va
(Larwin Realty &
Mortgage Trust)
US. Realty Inv NY 1% Ya
Wachovia Realty Inc NY 2% %
Wells Fargo Mortgage .. .NY 5 1
LAND DEVELOPERS
All-State Properties ot s Vs
*AMREP Corp NY 1% %
Arvida Corp OT 4%
Canaveral Int —d AM % 8
Crawford Corp oT 4
*Deltona Corp NY 4% 8
Dominion Holding oT %
(Disc. Inc. of America)
Fairfield Communities ... OT % 8
«Gen. Development NY 3% 3
Getty Financial Corp. oT 1% L/
(Don the Beachcomer)
*Horizon Corp. NY 1% Vs
Landmark Land Co AM 13 Ya
(Gulf State Land)
Land Resources o7 Y2 Ve
Major Realty oT 60 275
*McCulloch Oil AM 3% Y
Sea Pines Co or 1
MOBILE HOMES & MODULES
«Champion Home Bidrs. AM 33 ¥
Conchemco AM 6% 8
De Rose Industries—d . AM 1 s
*Fleetwood NY 12 Va
*Golden West AM 3% Ya
Moamco Corp—d AM 1%
(formerly Mobil Americana)
Mobile Home Ind NY 3% ¥
Monarch Inc oT %
*Redman Inc NY 2% s
Rex Noreco NY 1
*Skyline NY 16 + Y
Town and Country—d . AM 1% Ya
Zimmer Homes—d AM 4% Ya
Brigadier Inc oT 1% Y8
Hodgson Houses—d oT 3% Ya
Liberty Homes or 1% Ya
Lindal Cedar Homes ar- 1t + Ya
Nationwide Homes AM  16% B
Shelter Resources AM 13 T
Swift Industries—d ot s
DIVERSIFIED COMPANIES
American Cyanamid NY 24% %
Amer. Standard NY 13% Ve
Amterre Development . OT Ya 8
Arlen Realty & Develop. NY  2Va Ve
AVCO Corp NY 5% + Ya
Bendix Corp NY 43 + 1
Bethlehem Steel NY 33% 17
Boise Cascade NY 22 %
Building & Land Tech. .. OT Ya
CNA Financial (Larwin) NY 5% Ya
Campeau Corp TR 425 30
Castle & Cooke NY 14% Ya
(Oceanic Prop.)
CBS (Klingbeil) NY 47% ]
Champion Int. Corp. NY 14% Va
(U.S. Plywood-Champion)
Christiana Securities oT 111% + 9
Citizens Financial AM %
City Investing NY 7% Va
(Steriing Forest)
Corning Glass NY 37%2 + 2
Cousins Properties oT 1% 58
Dreyfus Corp NY 6% %
(Bert Smokler)
ERC Corp. oT 17 1%
(Midwestern Fin.)
Evans Products NY 4% 8
Ferro Corp NY 22% + 1%
First Gen. Resources ... OT e
First Rity. Inv. Corp AM % Va
Fishback & Moore—d ..NY 25
Forest City Ent—d AM 4%
Flagg Industries AM 1% %
Frank Paxton Corp oT 7% Va
(Builders Assistance Corp.)
Fruehauf Corp NY 18% ~ 1%
Fugua Corp. NY 4% 2
Georgia Pacific NY 43 + 2%

Nov.3  Chng.
Bid/ Prev.
Company close Month
Glassrock Products—d ..AM 3% + %
Great Southwest Corp—d
oT %

Gulf Oil (Gulf Reston) ...NY 21% + %
Gulfstream Land & Dev.

(Bel-Aire Homes)—d .AM 3% 2

INA Corp. (M. J. Brock) .NY 33% + %
Inland Steel (Scholz) NY 40% - %
International Basic Econ. OT 2 =%
International Paper NY 543% + T
Inter. Tel. & Tel NY 20% +
Killearn Properties—d ... PH %
Leroy Corp. oT Y Y
Ludlow Corp. NY 6% 1Va
Monogram Industries NY 7 + Ya
Monumental Corp oT 8% + 1

(Jos. Meyerhoff Org.)
Mountain States Fin

Corp or 3% a
National Homes NY 3% (2
National Kinney AM 2% %

(Uris Bldg.)

NE! Corp. ot Va Va
Occidental Petroleum ... NY 14% 1%

(Occ. Pet. Land & Dev.)

Perini Corp. AM 4% =l
Philip Morris NY 48% + 1%
(Mission Viejo Co.)
Pope & Talbot NY 14% - %
Republic Housing Corp. AM 1 %
Rouse Co. OT 3% + 1
Santa Anita Consol OT 5% - %

(Robt. H. Grant Corp.)

Tenneco Inc NY 243% %

(Tenneco Realty)

Time Inc. NY 56 + %

(Temple Industries)

Tishman Realty OoT 9% 2%
Titan Group Inc. oT 1%

UGI Corp NY 13% + T
Weil-McLain NY 6%
Westinghouse NY 12% 1

(Coral Ridge Prop.)

Weyerhaeuser NY 36% + Y

(Weyer Real Est. Co)

Whittaker (Vector Corp.) NY 2% i)
Wickes Corp NY 9% + %
SUPPLIERS

Armstrong Cork NY 24 + 4%
Automated Bldg. Comp. AM 2 /]
Bird & Son oT 61 +20
Black & Decker NY 24 + %
Carrier Corp. NY 9 %
Certain-teed NY 12% + 2%
Crane NY 46% + 3%
Dexter NY 11% + Y
Dover Corp NY 44% + 3%
Emerson Electric NY 34% Ya
Emhart Corp NY 19 (]
Fedders NY 3% ]
Flintkote NY 147% %
GAF Corp NY 10% )
General Electric NY 47% + 2%
Goodrich NY 16% + %
Hercules NY 27% +
Hobart Manufacturing ...NY 20% + 1V
Int. Harvester NY 24% 1%
Johns-Manville NY 22 + 2%
Kaiser Aluminum NY 24%; Va
Keene Corp. NY 4%

Leigh Products—d AM 7% + Va
Masco Corp. NY 46%2 + 3%
Masonite Corp NY 25% - %
Maytag NY 31% + 3%
National Gypsum NY 11 %
Norris Industries NY 20%2 + 2%
Overhead Door NY 5% 2
Owens Corning Fibrgl. . NY 38% + T
Potlatch Corp NY 467 + 2%
PPG Industries NY 31% + 3%
Reynolds Metals NY 20% + %
Rohm & Haas NY 60% 2
Ronson NY: '§

Roper Corp NY 13% 1
St. Regis Paper NY 32% + 3%
Scovill Mfg. NY 11 + 1%
Sherwin Williams NY 34 2
Skil Corp. NY 9% + B
Slater Electric oT 3% 1%
Stanley Works NY 157 2%
Tappan NY 5 Ya
Thomas Industries NY 7% Y8
Triangle Pacific NY 7% 1%
US. Gypsum NY 16% + %
US. Steel NY 61% 1%
Wallace Murray NY 10% + 1%
Jim Walter NY 32% +
Whirlpool Corp NY 26% + 3%

AM—closing price American Stock Exchange.
NY—New York Stock Exchange. OT—over-the-
counter bid price. PC—Pacific Exchange. PH—
Philadelphia Stock Exchange. TR—Toronto Stock
Exchange. a—stock newly added to table. d—not
traded on date quoted. h—adjusted for 5% stock
dividend. *—Computed in HOUSE & HOME's 25-
stock value index. Source: Standard & Poor's, New
York City

The gas range
that washes

dishes—

by Modern Maid.

Big 21" Perma
Clean’Continuous
Cleaning” gas
oven. Attractive
dark glass door.

*A G A mark

Random loading
dishwasher

with two rollout
baskets. Soft-food
disposer eliminates
pre-rinsing.

Door panel comes
in six colors.

Compact 30" width.

Available as a
built-in unit or

slide-in as shown.

THE MODERN REPLACEMENT
FOR YOUR OLD GAS RANGE.

It's the Cook-
‘N-Clean Center
—a full size gas
oven, cooktop,
vent hood and
dishwasher.

Oven and
cooktop controls
at safe eye-level.

Built-in Vent-Pak
exhaust system
for all cooking
areas.

Lift-up top,
concealed tubing
removable
burners make
cleaning easy.

Six push buttons
featuring
Hygienic cycles
and Rinse-n-Holi
for later washing

MODERN MAID

8 McGraw-Edison Company Division

Box 1111, Chattanooga, Tennessee 372401

Avalable in Canada through McGraw-Edison - Canada

225 Pine Bush Road. Cambridge. Ont . Canada N3C 2wW2

Use gas wisely. It's clean energy for today and tomorrow. AdeAAneicanaes 6

Modern Maid, Inc. Box 1111, Chattanooga, Tenn. 37401
[JPlease send more information on Cook-'N-Clean Center
[1On complete line of kitchen appliances.

Name Tel
Address
City. State Zip
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Amrep Corp.,
Rio Rancho Estates in New
Mexico and of other land-sales
projects in Arizona and Florida,

conducting a  $200-million
swindle that defrauded 45,000
buyers in 37 states.

The company has denied all
charges.

The 80-count indictment was
returned by a federal grand jury
in New York City, where Amrep
has its headquarters at 16 West
61st St. The true bills named
Amrep, two subsidiaries and
seven officers and directors, two
of them brothers. The defend-
ants:

e Amrep and two subsidi-
aries, Rio Rancho Estates Inc.
and ATC Realty Corp.

Hewlett Harbor, N.Y., president
of Amrep and Rio Rancho.

® Daniel Friedman, 40, of 535
E. 86th St., New York City, sen-

Amrep and vice president of Rio
Rancho.

® [rving W. Blum, 73, 20 W.
64th St., New York City, chair-
man of Amrep and Rio Rancho.

® Chester Carity, 50, of 1 Lin-
coln Pl, New York City, pres-
ident of ATC and vice president
of Amrep and Rio Rancho.

Great Neck, N.Y., senior vice

Amrep and vice president of Rio
Rancho and ATC.

of Amrep and Rio Rancho.

Amrep and Rio Rancho, in-
dicted only on
counts.
Investigation.

The indict-

Curran’s consumer frauds unit.

the developer of

has been indicted on charges of

® Howard W. Friedman, 50, of

ior vice president of sales for

® Solomon H. Friend, 52, of

president and general counsel of

® Henry L. Hoffman, 56, of
West New York, N.J., a director

® Herbert B. Oberman, 72, of
Miami Beach, past president of

mail-fraud

ment resulted from a 20-month
investigation led by U.S. Attor-
ney Paul Curran. The case was
presented to a Manhattan grand
jury by Patricia M. Hynes, an as-
sistant U.S. attorney and chief of

Rio Rancho, from which the
swindle is alleged to have been
operated, is described in the in-
dictment as 91,000 acres of “un-
developed desert lots’” north-
west of Albuquerque. The com-
pany picked up this real estate,
the indictment notes, at about
$180 an acre and has been resell-

1ng1t atup to $11,800 an acre for
nnnnnnn Eh . Bhidem  aeeid NSRS

more an acre for commercial
lots.

Sales method. The trouble, ac-
cording to the indictment, was
with the sales techniques
Amrep was using to get such
prices. (Earlier this year the Fed-
eral Trade Commission had ac-
cused Amrep of using unfair and
deceptive practices to sell lots in
five states. The Department of
Housing had suspended sales at
Rio Rancho, but the order was
rescinded after less than two
months.)

The indictment says Amrep
presented its Rio Rancho lots as
financial investments that
could be resold at substantial
profits. The investor was told,
the indictment says, that he was
getting unusual bargains be-
cause of the company’s “low
mark-up policy.”

Moreover, the indictment
charges, Rio Rancho was de-
scribed as being in the path of

Albuquerque’s rapid expansion
and as having a master plan for
development, which made the
lots a “virtually risk-free invest-
ment.”

Free dinners. The sales pitch
typically started with invita-
tions to dinner for potential
buyers. They were then pres-
sured to buy the lots on install-
ment, the indictment says, and
they got no time to consult law-
yers or financial advisors.

The indictment also charged
that Rio Rancho’s promotional
materials were “ambiguous, in-
complete, inaccurate and in-
comprehensible to a person of
ordinary experience and under-
standing.”

The ambiguous materials, the
indictment said, made it diffi-
cult for a prospect to determine
the answer to a critical ques-
tion—Was the sales program de-
signed to avoid developing most
of Rio Rancho, leaving only arid

Profits leap for Ryan and Lennar

There were builders who man-
aged to lose money in the peak
production year of 1972—and
there are those that have been
prospering despite the in-
dustry’s decline in 1975.

One of this year’s all-stars is
Ryan Homes, working out of
Pittsburgh. This is no surprise;
earnings have been levitating all
through the recent recession.
Third-quarter profits this year,
for instance, were up 39% from
a year earlier, to $3.1 million
from $2.2 million. (That’s 47
cents and 34 cents a share, re-
spectively.)

Words of caution. The Chi-
nese superstitiously deprecate
good fortune less it disappear.
Ryan’s president and chairman,
Malcolm M. Prine, seems to re-
member this, and he strikes an
Oriental posture in discussing
his results.

The 39% jump partly reflects
depressed revenue and profit
margins in the 1974 quarter, he
cautions, and new orders have
declined lately. And, anyway,
the gain for the whole nine
months this year is only 7.7%.
Moreover, he adds: “We antici-
pate little change in the level of
consumer activity in the near
term.”’

Optimism in Miami. Lennar
Corp., based in Miami, is a bit
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Earnings were up nearly 47%, to
$582,000 from $397,000, in the
third quarter from the year be-
fore—even though total reve-
nues shrank 19% to $17.3 mil-

RYAN'S PRINE
Keeping fingers crossed

lion from $21.4 million. The
profit rebound erases nearly all
of a loss absorbed in the first six
months, though there is a catch:
About 85% of third quarter
(ended Aug. 31) profitis from the
sale of a single commercial prop-
erty. Nevertheless, Lennar is
thinking positively.

“The need for housing is
real,” it informed its share-
holders. “History tells us this
pent-up demand will blossom

. Lennar has confidence that

the single- famlly housing in-
o SN 5

Amrep accused of a $200-million swindle of 45,000 land buyers

desert lots without water or util-
ities?

A 200-year wait? An unwary
investor might also have failed
to realize, the indictment rea-
soned, that “the defendant and
co-schemers had no expectation
that Rio Rancho Estates could
be or would be completely de-
veloped in less than 200 years, if
atsall.”

And, the indictment said, the
defendants had deliberately con-
cealed the fact that no genuine
resale market had existed for the
Rio Rancho lots in all the 14
years the company had been
selling them as investments—
that in fact the vast majority of
purchasers who tried to resell
had found no buyers.

Company’s reply. Amrep said
the accusations ““are wholly un-
warranted and legally and mor-
ally unjust,” and added:

“We fully expect that at the
trial the innocence of Amrep
and its officers will be estab-
lished beyond any doubt what-
ever.

“We look forward to our day
in court and the opportunity it
will offer . . . in complete confi-
dence that justice will sustain
our integrity.

"“Amrep’s good faith has been
demonstrated in the investment
of some tens of millions of dol-
larsin Rio Rancho ... [There are|
almost 6,000 residents . . . qual-
ity homes, apartments and rec-

reational facilities . . . new
schools . . . two banks, medical
centers, a  motion-picture
theater, supermarket, restau-

rants, drug and clothing stores,
buildings and other businesses

. Water is plentiful . . .
Its industrial park, with 12 com-
panies in modern plants, em-
ploys over 500 persons.”’

GAC suspension. Another de-
veloper, Miami’s GAC Corp,,
has also run into trouble with its
lot sales. The Department of
Housing and Urban Develop-
ment halted sales by a GAC sub-
sidiary, GAC Properties Credit
Inc., at its developments in
Florida and Arizona on Oct. 13.
The suspension was lifted Oct.
30, however, after the company
had revised its property reports
to HUD's satisfaction.

The major subdivisions af-
fected were Poinciana and Cape
Coral in Florida and Rio Rico
near Tucson.

Tr ~
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INCREASE YOUR 1975 INCOME
WITH TEMPLE TEXTURED SIDING.

Home buyers like the rich, natural look that Temple siding in textured, lap and panel styles. Or write for
textured siding gives a house. And you'll like the way a colorful catalog of Temple building products.

it helps you make more sales, easier!
You'll also like the way that Temple medium density TEM PlE

hardboard siding nails easier, saws easier, and the fact
that it is easier to handle and install.
Ask your dealer for all the facts on Temple hardboard DIBOLL TEXAS 75941

R
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Market expert sees single-family house rally and condo comeback

Michael L. Tenzer, marketing
leader for the Larwin Group dur-
ing the California builder’s era
of greatest expansion, resigned
in 1974 to devote a year to relax-
ation, contemplation and an
analysis of a distressed housing
industry.

Tenzer has just eased back
into action with a marketing
and consulting firm of his own,
Tenzer & Co. with head-
quarters in Beverly Hills. He has
completed his scrutiny of the
housing market and has
emerged highly encouraged. In a
speech to the Building Industry
Assn. of California at Anaheim
he offered these predictions and
charted this game plan for the
year to come.

Detached house. “Single-fam-
ily, detached housing will con-
tinue to dominate the market in
California and in most sections
of the United States for some
time.

““Clearly there is a need for the
no-frills, stripped-down, no-op-
tion house, priced to attract the
larger number of our population
that can afford the payments.

“But this is not the entire
market. If history repeats, it will
be overbuilt as competing build-
ers bid up the price of land. And
the last ones will not make it.

“There are a large number of
buyers who can afford a middle-
priced house. They have gen-
erated a large down payment be-
cause inflation has raised the
value of their existing home.
They want space and amenities,
and they are prepared to pay for
HEE

Condos. “Contrary to prevail-
ing opinion, townhouses and
condominium units are far from
dead. They will be back—and
more popular than ever—but
not necessarily in their present
form.

“We have effectively pro-
duced and priced townhomes in
direct competition with de-
tached units. Given a choice,
most of the market will opt for
the latter.

“What needs to be done is a
thorough analysis of the product
and the elimination of most rec-
reational amenities. It may
mean cutting back on exotic and
expensive landscaping, deleting
a pool and eliminating the high-
maintenance clubhouse and
other amenities.”

have to learn to live with aggres-
sive homeowner associations
and to budget time and dollars to
make them work. As long as we
consider homeowner groups to
be the enemy—and they’re bent
on getting even—we're going to

CONSULTANT TENZER
‘1976 will be a better year’

have problems.

“"Customer relations means
more than just warranty service
after move-in.

‘It means consumerism.

“It means a keen awareness
and sensitivity to the public

LENDER HOWARD
Heads mortgage bankers

Realty Equities’ Morris Karp indicted

A New York County jury has in-
dicted Morris Karp and his real
estate development and man-
agement company, Realty Equi-
ties Corp. of New York, on 27
counts of grand larceny.

The indictment charged Karp
and his company with diverting
$2.4 million in rents from two
New York City middle-income
housing projects between Au-
gust, 1971 and January, 1974.
They allegedly funneled the
money through CYR Manage-
ment, a Realty Equities subsidi-
ary, to help bail out other sub-
sidiaries.

Wall Street echo. Realty Equi-
ties, founded by Karp in 1958,
was once a high flyer in the
stock market. It was delisted by
the American Stock Exchange
in September 1973 after suffer-
ing three consecutive years of

losses and slipping into a nega-
tive net worth position.

Not guilty plea. Karp pleaded
not guilty to the charges, saying
in a prepared statement that nei-
ther he nor his company had
stolen any money. He claimed
the money as ‘“‘actual interest
payments owed to Realty Equi-
ties on debentures legally issued
by the Mitchell-Lama Corpora-
tion in the 1960s.” The com-
pany also pleaded not guilty.

Sources close to the case say
Karp has repaid $1 million of the
allegedly missing funds.

The charges are unrelated to
an SEC action against Karp and
the company in March, 1974 al-
leging securities-laws violations
in transactions between Realty
Equities and Republic National
Life Insurance Co., located in
Dallas [News, April '74].

Virginia developers win on zoning

The Supreme Court has de-
clined to review two state court
decisions that officials of Fairfax
County, Va. say have forced
them to allow land development
even though facilities are not ad-
equate for it.”

The court let stand rulings of
the Viginia Supreme Court over-
turning denials of rezoning in
the county, a Washington su-
burban area.

In each case the rezoning
would have allowed more
houses per acre than the original

* Board of Supervisors of Fairfax County,

zoning specified—in one case
more than three times as many.
The Fairfax board of supervisors
said schools, water service,
sewers, fire protection and roads
would not support the addi-
tional development.

The cases were among several
which the court has been asked
to hear involving efforts of su-
burban communities to stem
the tide of growth. On Oct. 14,
the court agreed to review the
constitutionality of an Eastlake,
Ohio ordinance subjecting zon-
ing changes to a referendum and

concern.

“It means we must offer an
honest presentation at the
model site.”

Outlook. “There’s no doubt
that 1976 will be a better year
than 1975.

“There will be [more]| starts, a
reasonably small supply of in-
ventory and low vacancy levels
in most sections.

"’Sales will be good.”

BUILDERS: N.Y. State Builders
Assn. rallies at Kiamesha Lake
to elect Julius Mehrberg of
Great Neck as president. Long
Island Builders Institute
prepares to seat its first woman
on board of directors—Adele
Ram, a Realtor, writer and lec-
turer on condominiums. And a
Seattle builder, Brien Stafford,
promises to recognize another
woman prominent in building
field. He'll name a subdivision
Carla Hills in honor of the hous-
ing secretary. Work starts next
month on the 26 houses at Juan-
ita, across Lake Washington
from Seattle. Prices will be $30,-
000 to $40,000. NAHB promotes
Milton Smithman, 18 years on
its staff, to post as vice president
for builder services. He replaces
Richard J. Canavan, who be-
came president of Home
Owners Warranty Corp.
LENDERS: Mortgage Bankers
Assn., convening in Chicago,
elects Jerome L. Howard as pres-
ident. He is chairman of Mort-
gage & Trust Inc. of Houston.
Federal National Mortgage
Assn. (Fannie Mae)signs Oakley
Hunter to five-year employ-
ment contract as president and
chairman.

APARTMENT MANAGEMENT

Correction: House & HoME’s Sep-
tember article on apartment man-
agement erred in stating that the Ac-
credited Resident Manager (ARM)
program, run by the Institute of Real
Estate Management (IREM), is “still
in its infancy’” and ““has yet to pro-
duce its first accredited manager.”
Ronald Vukas, managing director of
IREM, reports that ““85 individuals
have received the ARM accredi-
tation . . . and an additional 78 have
candidate status.” Vukas writes:
“Our ARM program is offered in
three ways: 16 sessions, usually one
evening per week; two separate
three-day sessions; and a one-week
program. The average tuitionis $126




If they

cant afford

to heat it, they
can't afford to buy it.

The realization that heating
and cooling costs are high,
and promise to go even
higher, can turn off a pros-
pect fast. And lose you a
sale. But there’s a solution
to energy inefficiency:

STYROFOAM* TG
brand insulation in the Totalwall Insulation System.

The Totalwall Systemis simple: STYROFOAM TG brand
insulationis substituted for conventional sheathing, and fibrous
batts are installed as usual in the stud cavity. STYROFOAM
TG brand insulation is one of the finest insulations made. It
increases the thermal efficiency of the sidewalls by as much
as 40%. You can tell your prospects savings of $85 to $235
a year** on their heating bills are possible.

That can put them back in the game.

STYROFOAM TG brand insulation in the Totalwall
System is easy to install, doesn’t add any construction steps,
doesn’t change the appearance of your homes a bit. What it
does is make your home energy efficient, and it gives you a
selling edge on your competition.

And to help you even
more, Amspec is promoting
STYROFOAM TG brand
insulation to consumers with
a broad, heavy national
advertising, merchandising
and public relations campaign.
If you want to turn around prospects
who might say “no” when faced with the hard reality of un-
affordable heating bills, start using STYROFOAM TG brand
insulation in the Totalwall Insulation System in the houses
you build.

Proper installation procedures are extremely important.

Be sure to consult Amspec for installation details.
Send the coupon below, and we'll help you get started.
It’s our business. While others are looking for new sources of
energy, we're finding new ways to make the energy we have

work better.

**These estimated savings for one inch of STYROFOAM TG brand insulation in the
Totalwall Insulation System over conventional are based on electricity at three cents
per kilowatt hour and on 2,000 square feet of opaque wall area and are derived from
preliminary field data on unoccupied houses with aluminum siding located in Columbus,
Ohio. Estimated savings range from approximately $85 in Atlanta, Georgia, to approxi-
mately $235 in Minneapolis, Minnesota.

r Tell me how I can sell more houses by making them energy ’

Totalwall Insulation System.

efficient with STYROFOAM TG brand insulation in the

STYROFOAM
is a registered
trademark for

Insulation Systems Specialists

Columbus, Ohio 43085

*Trademark of The Dow Chemical Company

—— ———— ——————
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A subsidiary of The Dow Chemical Company
450 West Wilson Bridge Road, P.O. Box 466

NAME quality products
only from
ADDRESS The Dow Chemical
Company
CITY STATE
AMSPEC INC.

®
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Save money.

Quietly.

Six builders talk about the no-squeak floor:

“We save $6,000 a
year with the APA®
glued-floor system,
because we don’t
need a man to serv-
ice squeaky floors on
callbacks anymore. Also no sags.”
George Glenn, Bluebonnet Homes,
Carmichael, Calif.

iy
i

“Saves about $260
per average-size
home. The type of
glue recommended
by APA works in all
weather. Even our
cold Minnesota winters.” Marlin
Grant, Marvin H. Anderson Con-
struction Co., Minneapolis, Minn.

“The APA glued-

floor system creates
a complete unit,
with no individual
beam movement.
Eliminates about 50%
of the nailing and 1009 of the
squeaks. It’s the type of work-
manship we insist on for the
$200,000 homes at Oak Knoll.”
Frank J. Cerra, Cerra Construc-
tion, Inc., Mendham, N.J.

One of a series by American Wood Council members.

“Produces a sounder
floor structurally,
and virtually elimi-
% nates callbacks.
O %Y We'll use the glued-
' floor system in 450
condominium units this year.”
Malcolm Jones, Kaufman and
Broad, Inc., Wellesley, Mass.

“We've been using
glued-floors for five
years. Just about
eliminates squeaks.
Tends to level up the
floors, too.” Marvin
Kenney, United Homes Corp.,
Federal Way, Wash.

“The glued-floor is
much cheaper. Not
only from a labor
standpoint, but the
damn interest rate
on borrowed money
is so high, the faster the system
the better. It really makes a dif-
ference.” Henry Bordeaux, ABG
Industries, Durham, N. C.

Five years have gone by since
APA first developed the glued-
floor system and all its advan-
tages.

CIRCLE 31 ON READER SERVICE CARD

No squeaks. No nail pops. No
callbacks. Longer spans. Fewer
nails. Faster installation.

Now look at us.

Knee deep in thank-you’s, testi-
monials and even a few loud
brags.

How do you stand? If you're
not using the APA glued-floor
and would like to, slip us the
coupon for a good book on the
subject.

(But keep it quiet.)

AMERICAN PLYWOOD ASSOCIATION

Department H-125
Tacoma, Washington 98401

0 I'll keep it quiet. Send me

the free book on APA Glued
Floors and saving money.

Name

Title

Firm

City
State Zip

the cost cutter
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|
Address |
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|
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Visit the APA Exhibit Booth #2338 at the NAHB Show.
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THE APARTMENT SCENE

‘Don't prohibit pets—learn how

to control them. Then you'll get your share
of all those pet owners who rent’

You can'’t afford to turn them down. The
U.S. pet population, animals and reptiles
combined, has reached an incredible 700
million, more than three times our human
population. At least 60% of the nation’s
households—and almost 50% of its
renters—have at least one pet.

Apartment owners don’t like pets, espe-
cially dogs and cats, and they instinctively
resist them.

But if you stick to a “no pets” policy,
you're cutting yourself off from nearly half
of the rental market.

Could airlines or restaurants ban all cus-
tomers who smoke without suffering a di-
sastrous drop in revenues? Well, then,
where’s the economic sense in banning pets
from apartments?

So you can and should rent to pet owners.
But—and it’s a big but—don’t do it unless
you have a workable pet policy.

Having no pet policy at all is a sure road
to disaster. It’s an open invitation for pets
to creep in and a guaranteed cause of man-
agement problems, tenant complaints and
unrecoverable losses from apartment dam-
age.

Protect yourself. There are two kinds of
pet owners: dedicated and casual. Pet poli-
cies should be written to discourage the ca-
sual owner and to protect the landlord from
the dedicated owner.

To dedicated owners, a pet is part of the
household and they’ll make considerable
sacrifices to keep it. Casual owners don’t
care that much about keeping a pet and
they’ll forego it rather than make sacrifices.

One way—and it’s a bad way—to separate
casual from dedicated owners is to charge
pet owners extra money to rent. The most
common examples: monthly pet rent of $5
to $15, and non-refundable pet deposits of
$100 to $150.

Charging extra may discourage casual
owners from keeping pets in their apart-
ments. But it has a bad psychological effect
on the dedicated owners. After they’ve paid
their extra rent or non-refundable deposits,
they’re no longer concerned with any dam-

age their pets may do to doors, carpets and
plants. Why should they be? They've al-
ready paid for it.

The right way to charge extra for pets is
to add the amount to the security deposit.
That way 1) the pet owner has some hope
of getting the money back if the pet behaves,
2) the casual owner still must decide
whether the pet is worth the extra outlay
and 3) if a pet does cause damage, you have
the beefed-up security deposit to cover it.

Another way to separate the dedicated
from the casual owners: Ask who will take
care of the pet when the owner is away from
the apartment. This is critical if the prospect
is a working person or couple. The dedicated
owner will provide care when he’s absent.
The casual owner may have given no
thought to the problem and to the fact that
a barking dog left alone is a nuisance.

Keep pets separate. You can separate dedi-
cated pet owners from non-pet owners—and
help rent your least desirable apartments at
the same time—by designating certain areas
of the complex for pet owners only. Ex-
ample: If you have several buildings, reserve
up to 25% for pet-owning renters. Pick the
ones in the poorest, most remote locations,
preferably near a road or vacant lot where a
dog run can be located. All the remaining
buildings are then pet-free. If you have a
highrise building, reserve the lower floors or
the least desirable wing for pet owners. The
dedicated pet owner will accept the less de-
sirable apartment for the sake of his pet.

Such physical separation of pet owners is
easiest to do in anew property before renting
starts.

In an existing building, you don’t want to
take the risk of antagonizing longstanding
pet-owning tenants. But at least you can
begin restricting new pet-owning tenants to
designated areas and telling present ones
that when their pets die they can’t replace
them unless they are willing to relocate in
the pet section.

Make rules known. Spell out your pet pol-
icy to each new prospect. Don’t wait for him
to bring up the subject. Have your policy
written out and, for starters, include in it
these stipulations:

® Residents may have no more than one
dog or cat; or two lovebirds, canaries or para-
keets; or one Mynah bird. No pet offspring
are allowed.

EDWARD N. KELLEY, CPM, PROPERTY MANAGEMENT CONSULTANTS, OAK BROOK, ILL.

® Dogs must be no larger than 14 in. high
full-grown and weigh no more than 20 lbs
at maturity.

® Tropical fish must be limited to a 20-
gallon tank.

® No other animals or reptiles are permit-
ted, including monkeys, snakes, turtles,
hamsters and gerbils.

® Dogs and cats must be on a leash at all
times when out of the apartment. They can-
not be staked out or allowed to run loose.

® Birds must be caged at all times.

® Animals must be walked in designated
areas. If the pet leaves droppings in other
areas, the owner must clean them up.

These rules are spelled out in a pet agree-
ment which the prospect signs along with
the lease. The agreement amounts to a revo-
cable license which applies to a specific pet.

You should ask the owner to bring in the
pet so you can see it and, if it’s a dog, so you
can weigh it. Ask the owner to step on the
scale with and without the dog, subtract the
two weights and the difference is what the
dog weighs.

Besides giving the tenant permission to
keep a pet, the agreement should also spec-
ify that 1) the tenant agrees to pay for all
damage caused by the pet and 2) if the agree-
ment is violated or the animal becomes ob-
jectionable, the manager may resort to legal
remedies including termination of the lease.

A pet policy is an important psychological
tool in impressing the pet owner with man-
agement’s seriousness. It lets him know
what the rules are and that he’ll pay a pen-
alty if he breaks them. At the same time, it
lets you avoid ruling the pet owner out of
the market.

Non-pet owners appreciate a good pet pol-
icy, too, because they know they won’t be
surprised one day to find that a Great Dane
or a monkey has moved in next door. That
kind of protection can be an effective in-
centive for them to rent in your complex.




Who knows how

to build reliable
heat pumps that can save

your customers 26% to 61%

in heating costs?

emona

With almost 20 years' experience under its
belt, Amana knows how to build dependable
heat pumps. Reliability which can mean
fewer call backs and greater profits for you.
With Amana you can take advantage of our
special sales, application and service
training program that will make you a heat
pump expert, too.

Choose from a complete line of package
and remote heat pump systems including
universal indoor sections with supplemental
heat factory installed to fitany climate.
Package units have space allowed in the unit
for easy addition of strip heaters.

Each Amana heat pump has Amana's
proven reliable time and temperature
activated defrost control, rugged Powerpact
compressor, and Amana-built coils that meet
rigid performance standards.

Every Amana heat pump is factory
assembled and run-tested for quick
installation. You and your customers can
count on dependable, carefree operation.

At Amana we think you should know what
we know about quality energy saving

Look to
Amana m

for the energy saving i
of tomorrow.

AT

MMHINN

heating-cooling products that can increase
your sales and profits.

*Compared to a conventional electric furnace over an
entire heating season. Based on design conditions and
Seasonal Performance Factors for these cities:
Minneapolis, MN.—26.58% Savings; Kansas City, MO.—
44.13%; Philadelphia, PA.—48.72%; Atlanta, GA.—55.56%,
Tampa, FL.—61.09%; San Francisco, CA.—61.39%.
Savings will vary with climate and weather conditions.

anab

COOLING+HEATING

AMANA REFRIGERATION, INC., AMANA, IOWA 52203 » SUBSIDIARY OF RAYTHEON COMPANY

IF YOU’D LIKE MORE INFORMATION ON AMANA ENERGY SAVERS, WRITE DEPT. C-163, AMANA, IOWA 52203

CIRCLE 33 ON READER SERVICE CARD
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NEWS/MANAGEMENT

How to cut losses when sales are slow: Swap a unit for advertising

That’s what Charles Gularson is
doing at The Colony, a 459-unit
condo project in McLean, Va.
The complex, which has been in
the hands of an unlucky REIT
for over a year, is still half un-
sold and Gularson (who is pres-
ident of Colonies Marketing
Inc.) doesn’t expect the units to
sell out for at least two more
years.

“Trading an unsold unit
makes more sense than drawing

In addition to the $30,000
worth of advertising, over a two-
year period the swap will save
Gularson $12,209 by:

® Reducing carrying costs on
the condo $5,009 (or 35%).

e Avoiding $7,200 interest
by not drawing $30,000 in new
loan funds for advertising.

Once a condo is traded, the
only carrying charge that re-
mains is the interest payment
on the unit’s basic cost. This
continues because no money
has been received for the unit, so
it is technically still in the “un-
sold” category.

The way Gularson figures it,

HOW SWAP VS. BORROWING CUTS LOSSES OVER TWO-YEAR PERIOD

$30,000 LOAN

the swap-for-advertising deal
cuts the REIT’s losses on the
unit almost 40% over a 24-
month period. (See chart for de-
tails.)

Gularson trades through a
New York media broker (whose
name he won'’t divulge) rather
than with specific radio stations
or newspapers. But he can still
specify which media he wants
his ads to appear in and when.

By working with a broker,”

” CONDO DRAW IN DIFFER-

new loan funds to pay for adver- TRADE LIEUOF TRADE ENCE  says Gularson, “you can use the
tising,” says Gularson, whose 5 . trade to lay out a complete ad
fjrst trade involved swapping a Interest @ 12% on $38,000 basic cost ......  $9.120 $ 9120 $—o—  Programover aperlod of months
$38,000 one-bedroom condo for Property tax @ $700 per year .. g 1,400 1400 and in several media.” For ex-
$27,500 worth of radio time and Condo assn. fee @ $73 per month i 1,752 1752 ample, his first trade bought
- f o - Utilities @ $55 permonth ................... —0— 1,320 1,320 £ Washi D.C
$2,500 worth of newspaper Interest on funds borrowed for taxes, fees and spots on tour Washington L).L.-
space. He only got $30,000 in ad- utilities .............. RN T e 537 537  area radio stations and space in
vertising because he had to dis- TOTAL CARRYING COSTS .. $9,120 $14,129 s 5000 local newspapers, magazines
count the condo $8,000 to nego- and transit displays.
e : ADVERTISING COSTS “ : . i
Siate:the deal, ‘ Advertising funds ... ol $30,000 $30000 Th?, trick to tradmgfﬂcc

But even with the discount, hterest on ad finte Sk T 7200 7.200 tively,” says Gularson, ‘“‘is to
Gularson says the trade makes eh G L T find media brokers who main-
more sense than carrying an un- TOTAL ADVERES S s o 1§ .200 : tain space and time banks for
sold unit in inventory for 24 TOTAL ADVERTISING AND CARRYING COSTS the specific media you want to
months—especially since he’s : $9,120 $51.329 $42209  advertise in. Otherwise, you can
¥ . al 70 f thi Less sales proceeds ($38,000 minus $1,520 d ith ) Jdia th
carrying a bout 70 more of this closing costs) ...... e iy < s, 15 ($36,480) ($36,480) €nd up with useless me 'la that
same plan plus other models. NET PROFIT (LOSS) . ($9,120) ($14,849) (85,729)  won't help your sales a bit.”

Entrance luxury and prestige.
On both sides.

And it's fire rated.

Matching Benchmark beauty
in bi-folds.

Sculptured-steel beauty—Special deep-embossing
creates authentic-looking panel details on a single
sheet of 23 gauge steel. Identical front and back sides
—twice as handsome as ordinary doors with a plain
flush interior!

Fire Ratings—Meet codes with Benchmark's Glamor—
full raised panels—on both sides! Plus 172 hr. Class B
label or 450° heat rise. Traditional, modern or flush
door designs.

Ready-to-go Package—Pre-finished and pre-hung,
Benchmark Doors come as a complete, fast-installing
unit. Wood framing or K.D. steel frames—for masonry
or drywall.

Matching styles in Bi-Folds

Models to match entrances for the ultimate in elegance
and selling power. Extra thick, extra rigid. Outperforms
ordinary metal doors. Quick installing with easy 6-way
adjustment. Pre-finished in low-gloss baked enamel.

‘Benchmar

kksksksk kR Rk KRRk

For the look of luxury all through the house.
Ask your supplier. Or call Benchmark Sales—703/371-5700

E GENERAL PRODUCTS COMPANY, INC.
P.O. Box 887, Fredericksburg, Virginia 22401
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totally new concept in
laundry room design
for multiple housing

TR %
Maytag announces a
of all types.

to a home laundry room.

Find out how the exclusive new
Maytag-equipped Home Style
MAIL CARD NOW
No postage needed.

Laundry can cut your costs,
and convenience comparable

while giving tenants comfort
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VALUABLE NEW

FREE!

House & Home



FIRST CLASS

Permit No. 1

Newton, lowa

BUSINESS REPLY CARD

No Postage Stamp Necessary if Mailed in the United States

Postage will be paid by

The Maytag Company, Dept. HH-12-75

Advertising Department

Newton, lowa 50208

FREE!
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Maytag announces a

totally new conceptin

laundry room design

for multiple housing
QL of all types.

Lo
flbatees

Find out how the exclusive new
Maytag-equipped Home Style
Laundry can cut your costs,
while giving tenants comfort

and convenience comparable
to a home laundry room.

MAIL CARD NOW

No postage needed.



New Maytag-equipped /jome style Laundry.
It can cut your costs, while giving tenants
homelike comfort and convenience.

Everything’s grouped
in a functional cluster, like in
a home laundry room.

Save as much as 40% to 50% on gas with the
new Maytag D21 Dryer, compared to regular 30-Ib. dryers.

Flexibility is the keynote. Washers and dryers can be arranged in a variety of configurations to fit your needs.

Another “first” from the dependability peo-
ple, this Maytag breakthrough can help
you cope with the space, money, and en-
ergy crunch.

In small space, with a small investment,
the exclusive Maytag-equipped Home Style
Laundry lets you provide tenants with a to-
tally unique laundry with homelike atmos-
phere and step-saving convenience, plus
equipment for optimum care of all fabrics.

i

_ %Two

%  separate
% f:lryers

And look at the possible advantages for
you compared totraditional laundry rooms:
Lets you use areas never before practical.
Smaller space needed. Smaller initial in-
vestment. Lower operating cost. More profit
per square foot. All-Maytag equipment for
depehdability and tenant satisfaction.

Mail card now for free facts. No postage
needed.

Made possible by the energy-saving new Maytag D21 Dial-A-Fabric™ Dryer.

e |t's actually two single-load dry- e Choice of coin or exclusive ticket-
ers stacked one on top of the other. operated models which use an
Each is functionally independent.

electronic ticket, helping avoid
coin-box problems and improving

® |t can save you 40% to 50% on security.

gas compared to regular 30-Ib.
dryers. Or 20% to 30% compared
to 30-lb. dryers with electric igni-
tion, factory-built heat reclaimers,
and lowered Btu input. Electric
model uses half as much electric-
ity as 30-1b. electric dryers.

®
THE DEPENDABILITY PEOPLE

THE MAYTAG COMPANY. NEWTON. IOWA 50208
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Join the Custom Home Plans Glub now
and get 1,000 home designs plus new
designs monthly pius Wﬂl‘l(il_l!l drawings

for a
fresh flow
of

custom
home
design
deas

get 1000 home designs now

The Custom Home Plans Club has been
created to provide a fresh flow of design
ideas you can use to make your business
more profitable.

As a new member, you will immediately
receive an attractive binder containing
1,000 home designs illustrated with full
color renderings and detailed floor plans.

With this complete library of a thousand
buildable homes to select from, you and
your clients will be pleased with the wide
variety of homes available in all styles, types
and sizes appropriate to local needs, tastes,
and budgets.

These wide-ranging selections include:

Deluxe Small Homes—two and three

bedroom

Ranch and Suburban Homes—conven-

tional and contemporary

Brick and Masonry Homes

Multi-level and Hillside Homes—split

level, split foyer, others

Second Homes—duplex and multi-fam-

ily; holiday and retirement; chalets,

A-frames, cabins, cottages

As you guide clients to a commitment,
you—as a member of the Custom Home
Plans Club—will lose no time in coming up
with a complete set of working drawings,
which will be shipped postage-free from
Club headquarters the same day your
request is received.

And with your working drawings you will
also receive a complete list of the building
materials you will need—for accurate bids
and reliable cost estimates.

With so much of the exacting, tedious,
preparatory work already done, you will
realize substantial savings in time, effort,
and money and at the same time, a growing
list of clients will realize that you're the one
to come to for the right home at the right

get 5 new designs-of-the-month
each month for the next year

To supplement your library of 1,000 home
designs, the Custom Home Plans Club will
provide you with a steady flow of 5 new
design ideas for the next 12 months.

Illustrated in full color renderings—and
complete with detailed floor plans—your
five fresh designs-of-the-month can easily
be added to your basic binder of 1,000
homes.

In this manner,-the Custom Home Plans
Club broadens the range of selections
available to you and your clients, and keeps
you current on home design trends beyond
your immediate market.

A full set of working drawings with
collateral floor plans and a list of building
materials will be available on both the
original 1,000 home designs and the 60 new
designs you will receive during the year.

get 12 sets of working drawings
for homes of your choice

Members of the Custom Home Plans Club
are entitled to receive a total of 12 sets of
professional working drawings free.

These building plans may be ordered in
any combination desired: 12 sets of draw-
ings for 12 different homes; 4 sets for 3
different homes; or any other way you pre-
fer them.

Beyond the initial 12 sets available as part
of the Club membership fee, members may
obtain additional working drawings at a
35% discount off published prices which
range from $25 to $50 for single sets and
from $50 to $75 for four-set packages.

Drawn to FHA and VA general standards,
these blue line prints—size 36" x 20" —are
easy toread onawhite backgroundand may
include as many as nine sheets. Notes and
drawings indicate location and types of
materials to be used. Club members may
order their 12 sets of detailed working
drawings at any time during the 12-month
membership period.

Club working drawings include: (1) Floor
Elevations, (2) Complete Framing Plans,
(3) Wall Sections, (4) Floor Plans, (5) Base-
ment/Foundation Plans, (6) Roof Plan,
(7) Plot Plan, (8) Kitchen Cabinet Details,
(9) Fireplace & Built-in Details, (10) Spec-
ification and Contract Booklet.

get itemized lists of building
materials

To eliminate the time-consuming task of
taking off material requirements from each
set of plans ordered, the Custom Home
Plans Club automatically provides mem-
bers with itemized lists of building materials
needed to obtain reliable bids, to make
accurate cost estimates, and to order
building materials from suppliers.

The lists include the size and quantity of
all millwork such as doors, lumber and
built-ins . . . framing lumber . . . roofing . ..
flooring . . . wallboard . . . masonry .. .con-
crete .. .. reinforcing...insulation...beams
... finishing materials, and more.

The lists of buildingmaterialsusedincon-
junction with the detailed working draw-
ings save Club members dollars,drudgery
and valuable time more profitably spent
with clients.

Application for membership

Enclosed is a check for $360
for a full year of membership
in the Custom Home Plans
Club. For this | am to receive
immediately a binder
containing 1,000 home
designs, plus a portfolio of 5

HH-12/75
occupation
E [ builder ] engineer
[J subcontractor [ realty
s [ retailer O finance
[J wholesaler J govemment
[] architectural O manufacturing

new designs each month for
the next 12 months.

| am also entitled to a total Your Name
of 12 sets of professional )
working drawings and a list Em
of building materials for Add
ECIE55

Club homes. | will also be

able to buy additional setsat ¢y,

a 35% discount. .
Make check payable to

S W o ial e o Ul e e o T L o T RS AR

Sianatire

2320 KANSAS AVENUE/P.O. BOX 299/TOPEKA, KANSAS 66601

__ State Zip
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USG Steel Studs

for non-bearing walls beat 2x4’s

across the board!

UNITED STATES GYPSUM

BUILDING AMERICA

CIRCLE 39 ON READER SERVICE CARD

COST SAVINGS! USG cut-to-length
steel studs cost less than 2x4's, elimi-
nate scrap waste and cutting expense.
And pricing is predictable. Standard
24" o.c. spacing reduces materials
handling and labor costs.

QUALITY! No more warpage, twists,
shrinkage and knots. There'’s no varia-
tion in size or grade. The result is
smoother, straighter walls.

Screw attachment of wall panels
minimizes “nail”’ pops.

EFFICIENCY! Easy-to-handle USG
Steel Studs cut stud weight up to 73%:
provide additional floor space. They
snap into runners. And pre-punched
openings make it easier to install wiring.

RETURN-ON-INVESTMENT! Overall
beauty and quality of USG Steel Stud
Drywall Partitions help maintain higher
occupancy rates and reduce costly
turnover. Tenants pay more to get solid
quality, comfort and privacy.

BONUS FEATURES: USG Steel Studs
transmit less sound because they're
designed with a resilient flange and
smaller cross-sectional area. This
improves sound control to an average
of 42 STC, compared to 35 STC for
identical partitions built with 2x4 wood
studs. And steel components are
noncombustible.

See your U.S.G. Technical Representa-
tive for specifics. Or mail coupon today!

:_United States Gypsum; o

| 101 S. Wacker Dr,,
Chicago, Ill. 60606, Dept. HH-125

| Send free copy of “Metal Studs for
[ Residential Construction” to:

I Name

l Title

I Firm

I Address

| city/state
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Put in the General Electric refrigerator
with the features women choose themselves.

Your apartment house investment
will pay bigger returns when the build-
ing is fully tenanted. And one way that
helps to get and keep tenants is to give
them a GE refrigerator with the features
they want. The features that the ladies
really like are: No Frost, Larger Capacity
and the Automatic Ice Maker.

General Electric has three new
models you can choose from to give your
tenants 1, 2 or all 3 of these features.

First, there's GE's TBF-14SR, a 14.2
cu. ft. No Frost refrigerator/freezer. Both
the freezer and fresh food sections are
no-frost with separate temperature con-

TBF-16SR &

TBF-14SR

trols for each section.

Second is the TBF-16SR which
adds to the preceding features a larger
capacity of 15.6 cu. ft. and a power saver
switch to conserve energy.

Third is the TBF-16AR that adds
the Automatic Ice Maker, along with the
power saver switch.

With each, comes General Electric
Customer Care® service which B
means we have Factory Service | ey
Centers covering 350 cities, plus |(savwstde )
more than 5,000 franchised ser- N
vicers across the country. Many of them
are listed in the Yellow Pages.

TBF-16AR

GENERAL (%) ELECTRIC
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Editorial

The case for conservative management

One reason so many homebuilders are in trouble right now is that over
the years they have been living in a financial never-never land.

Consider for a moment how things used to be before the onset of the
Late Unpleasantness:

Front money was plentiful, and REITs were banging on developers’ doors
begging them to accept more and more.

Land was appreciating at such a rate that an overfinanced project could
turn into a modestly financed project in a year or two, so big land holdings
were eminently feasible.

Thanks to the above factors, even a badly managed project could produce
a whopping profit at the end of its build-out.

And finally, builders had so little of their own money in their projects
that if things went really sour they simply walked away, leaving the lender
holding the bag.

The inevitable result was managerial flabbiness. Why chase after nickels
when dollars were flying around so freely? Why worry about front-end risk
when there were so many ways to bail out if things did get hairy?

Well, the party’s over. The nickels are very, very important. And if
front-end risk isn’t held to an absolute minimum, lenders won’t touch
a project with a ten-foot pole.

The homebuilder who wants to make it today must work to a totally
different management philosophy—tight, careful, conservative, prudent.
We've chosen to call it minimum-risk management, and we have included
two very good examples of it in this issue. We urge their careful perusal;
the business you save may be your own. —M.C.H. Jr.
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In these days

of expensive money,
rising construction

costs, uncertain ‘
economic conditions \
and shifting markets, |

the successful ‘
builder w
is more often than not
the prudent builder
who trades
maximum leverage
for minimum risk.
On the next

eight pages

House & HoMme offers
two case studies

that exemplify

this minimum-risk
approach to
management.

\ ' R SamOEe
@ [ )
mr a multliamll | The developer in this case is
Dusco Inc., a New York City-
based real estate company
develo er which since 1970 has built, de-
9 - veloped and managed residen-
- > S | tial and commercial ventures
mlnlmum-rls for both domestic and foreign in-
vestors.

mana ement Dusco’s first Denver ven-
ture—a  46-acre, 284-unit,
@ upper-income townhouse com-
means kee ln plex called Stoney Brook—
provides an excellent example
e of the company’s system for
a l on keeping risk at a minimum by
holding down front-end expo-
| sure. Here’s how the system is
tront-end costs | being applied to Stoney Brook.
Land: acreage is taken down
only as it’s needed

Stoney Brook’s 46 acres is part of
a large (850 acres) master-
planned business, commercial
and residential community
being developed in Denver’s

comtheact cnadrant  Neontia

Dusco Inc. President:
Colin]. Powter
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from the Denver Technological

Center were concluded two
years ago. Dusco is taking the
acreage down in small parcels as
it’s needed for construction so as
not to tie up funds in land that
won’t be developed for some
time. And it’s using its own cash
to keep down debt-service costs.

This step-by-step deal was ne-
gotiated on the basis of a no-re-
course mortgage under which
Dusco put down 15% in cash
and gave the vendor a promis-
sory note for the other 85% to be
made in five equal payments at
7% % interest. The promissory
note is secured by the land—not
by Dusco as a company. So if
Dusco decides it can’t use the
remaining acreage, the company
cannot be sued for the balance of
the payments.

“We probably pay a little
more per acre this way than if
we went on the note as a com-
pany,” says Dusco president
Colin J. Powter. “But it’s worth

it because we're not sitting with
a gun at our head paying a lot of
money for land we can’t use.”

Land vendors will go along
with this kind of arrangement,
says Powter, because they know
that if anyone can do anything
with the land, Dusco can.

“In effect we're saying ‘we’ll
pay you top dollar for your land,
providing our plans work out.’

“Then if something goes
wrong—for example, if the envi-
ronmentalists stop us from de-
veloping as we want to—we're
not stuck.”

Building: pre-selling keeps
loans to a minimum

Inventory is usually an interest-
consuming problem for multi-
family builders because unlike
their single-family brethren
they must build large numbers
of units ahead of sales. But at
Stoney Brook, Dusco builds in
small phases (18 to 25 units) and
approves construction only after

P —
g )
Stoney Brook’s site is being developed in small phases,
beginning with unit clusters at the left of the racquet
club. Included in this area are four furnished models
from which 30 sales were made in the first 12 weeks.
The site-planning development team included: David
Clinger, land planner; A. Keeson, landscape architect;
Ramon Martinez AIA, project architect; Tri-Consultant
Inc., site engineer—all from Denver—and Pacific Lining
Co. of Indio, Calif., water retention.

Townhouses, designed along the lines of country manor
houses, are constructed with stained cedar siding and
stone and accented with stone chimneys, French doors
and multi-paned windows. Bob Miller of Design Spec-
trum, Newport Beach, Calif. designed the units.

—

60% of a phase is actually sold.
Once that target is reached,
Dusco goes to the lender for con-
struction funds. And the com-
pany is almost 100% certain of
getting those funds, says
Powter. Even the most cautious
lender will be reassured by the
60% pre-sale figure and by the
fact that Dusco’s own money is
in the land.

“We don't have commit-
ments for all of our construction
money,’”’ says Powter, “but we
know the lenders well and we’re
not worrying. And if for some
reason we find we can’t get the
money, we just won'’t build.”

Dusco’s pre-selling program
has another purpose: “It tells us
what the market wants,” says
Powter, “’so we can adapt as we
go along.” For example, if a lot
of buyers favor one particular
plan, the project’s duplex and
triplex buildings can be rede-
signed to include more of that
plan.

““Our only limitation is to stay
within our original plat lines,”
says Powter.

Dusco opened four furnished
models at Stoney Brook in Feb-
ruary—again using its own
money to hold down front-end
costs. There are actually five
plans, but Dusco felt that five
furnished models would strain
the front-end budget.

““We were taking a cautious
attitude,” says project manager
Bob Ambridge, who operates out
of Dusco’s regional office in
Denver. “We're dealing with a
very conservative, sophisticated
buyer in the upper end of the
market. If we had built five
models, we wouldn’t have had
the funds for the quality furnish-
ings or for a sales office with the
level of taste we felt buyers
would respond to.”

Dusco didn’t eliminate one
model indiscriminately; a lot of
thought went into which plan to

TO NEXT PAGE
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MINIMUM-RISK MANAGEMENT CONTINUED

cut. It was decided to omit a
two-story, three-bedroom plan
for two reasons: It is always an
inside unit, hence the least de-
sirable from a sales standpoint,
and it was very similar to other
three-bedroom plans.

Interestingly, even without a
representative model, several of
the fifth plan have been sold
from the rendering and floor
plan posted in the sales office.

Keeping a tight rein on front-
end costs is one major aspect of
Dusco’s management policy;
another is rigid supervision of
day-to-day activities by a team
of skilled professionals.

For example, Stoney Brook’s
on-site construction manager is
aregistered engineer and the on-
site marketing manager has a
degree in business administra-
tion and majored in marketing.
Both report directly to Am-
bridge who has a M.A. in Busi-
ness Administration (majoring
in real estate science) and a de-
gree in construction manage-
ment. Ambridge coordinates ev-
erything that happens on the
job—construction, marketing,
legal, zoning, etc. And the coor-
dination begins right at the plan-
ning stage, which is also when
marketing begins.

Marketing: it’s controlled
from design to move-in

The marketing program starts
with extensive market research.

“We want to know exactly
what features to design into our
units and what needs to be em-
phasized in our ad campaign,”
says Ambridge.

The three key features that
Dusco plays up in Stoney Brook
ads are security, privacy and en-
ergy conservation.

“These were the areas of con-
cern that showed up over and
over again in our pre-planning
research,” says Ambridge. “So
we knew they’d be marketable.”

Responsibility for all con-
struction at Stoney Brook is
under Dusco’s construction
management subsidiary, Jarvis
Construction Inc. The company
employs its own crews only for
framing and casual site labor.
All other work is subbed out,
under the supervision of the
on-site construction manager,
who handles estimating, plan-
ning, scheduling and also nego-
tiates the sub contracts. A con-
struction superintendent works

construction manager.

““We want to be able to keep
our promise to buyers that ‘This
is the best-built house in
Denver’,” says Powter. ““So one
of the most important jobs for
our construction people is to
make sure the subs don’t take
any short cuts.”

The selling segment of
Dusco’s marketing program is
handled by an on-site marketing
manager who is responsible for
everything that impinges on
merchandising — advertising,
interior design, etc.

The marketing manager also
oversees the project’s customer-
service rep (whom Ambridge
calls the project public relations
person). This is a key spot in the
marketing program because the
rep becomes responsible for a
buyer as soon as a sale is made.

The rep handles most of the
details that are usually the re-
sponsibility of on-site sales-
people—things like color selec-
tion, options, advice on financ-
ing, etc. After a buyer moves in,
any call-back complaints are
handled by the rep. And so are
special events at the site—cock-
tail parties, for example, to
which some families who have
visited the project are invited.

“We like to get those families
back because in this price range
prospects do a lot of checking on
whom they’re buying from,”
says Ambridge. “And even if
they aren’t in the market for a
new home themselves, they
often recommend us to friends
who are looking.”

Dusco is very high on the
value of its customer-rep sys-
Tem

“If you give salespeople things
to do other than direct selling, it
dilutes their selling job,” says
Ambridge. “And our sales
people also like the idea because
it takes time-comsuing, non-
sales details off their backs and
lets them concentrate on com-
mission-producing work.”

There are only two on-site
salespeople at Stoney Brook, and
each is paid on a different
basis—as each requested.

One—a man—gets a small
base salary and a large commis-
sion because he’s more moti-
vated when he can earn on a spec
basis. The other—a woman with
children to support—needs the
feeling of security she gets from
alarger base salary; her commis-

““We try to pay our salespeople
in ways that will make them
happiest,” says Ambridge,
““which is why we don’t work on
a straight commission basis. If
we did, we could pack the sales
office with as many people as we
wanted to.”

Dusco is about to try out a
new commission policy at
Stoney Brook based on the type
of prospect this project draws—
usually third- or fourth-time
buyers who tend to visit the
project many times before sign-
ing contracts.

“Since we only have two
salespeople and no one else to
take over on days off, a buyer
often has to deal with both. So
we have had trouble deciding
who should get a commission.
Our new system will let them
split it.”

All of the on-site people meet
in Ambridge’s office once a

ect-control meeting. There they
discuss everything from sales to
advertising to financing.

“Our concept of management
is that the on-site people should
do as much as possible right on
the spot,” says Ambridge. “But
we check them regularly. For in-
stance, I'm on the phone with
the marketing manager two or
three times a day.”

The project itself: a new
concept for the Denver market

Although Dusco had little diffi-
culty getting Stoney Brook ap-
proved by Denver’s zoning and
planning department (the city
has a relatively new ordinance
covering planned communi-

ties), the developer had to apply |

to the water and sewer depart-
ments for variances to get plat-
ting approval.

The problem was that Stoney
Brook is the first Denver project



Model area includes a three-
unit building (top, far left)
which comprises one single-
story and two 2-story plans,
plus a detached unit (bottom,
far left) with a split-level
plan. All plans include full
basements which, where the

Five floor plans let buyers
choose from  two-story,
single-story or split-level
layouts. The two-story, three-
bedroom plan (bottom, right)
is the one omitted from the

g=——o—=

GAR
EAT
= FAM/
$E BR

terrain allows, open to grade. model area.
For example, the detached
model is set into a sloping :]

area of the site, so its base-

DIN OPEN

UPPER LEVEL

PATIO

= LIVING
ment opens to the covered BR
GAR E“H

patio seen on the left side of
that unit. Units in duplex and
triplex groupings are planned

o individuz ies are com-
S ividual entries are cor PRTO BR

ILOWER LEVEL

pletely private. In the model,
for instance, end units are en-
tered from the sides and the
center unit from a recessed
entry behind the window to
the right of the chimney.

Model-unit interiors are dec-
orated with the kind of top-

quality furniture and acces- ‘
ie .r’s high-e BR
sories that Denver’s high-end e
market is accustomed to. The = ‘
ac 3 > i Do _J [
decor was planned soit would UPPER LEVEL
emphasize the project’s key ‘
marketing features; for ex- ‘
ample, luxury bathrooms,
two-level living areas and in-
formal kitchen eating space i
like the ones seen at left. The =
o . . 3 5 |
interior designer was Victoria ‘ U \
De Gette of Denver. e : }
=
-4 g ‘
l e g AN BR \
PO ARG | BR OPEN. BR
==
DoA™ .

M

LOWER LEVEL,

=T ‘
UPPER LEVEL, ‘

o 5 iOPFT
——

the unit and the land under it,
but with areas around each
phase of attached units being
held in common by a home-
owner association. This put the
project under the city’s single-
family, rather than condo, regu-
lations for water and sewer pur-
poses.

For example, a variance was
needed for the sewer system be-
cause private sewer lines that
connect each unit to the public
main trunk run under com-
monly owned ground. And the
developer had to work out simi-
lar easements for other utilities.

Stoney Brook’s buildings are
primarily duplexes and tri-
plexes, with a few detached
units. Each of the two- and
three-bedroom plans is designed
to appeal to an upper-income
buyer who might otherwise con-
tract for a custom-built home.
All five plans have at least two
full baths, large master-bed-

room suites with garden baths,
formal and informal dining
spaces and full basements. And
to reflect the market-research
findings about the need for secu-
rity, privacy and energy conser-
vation, the units were designed
with these features:

e Wiring to accommodate a
sophisticated alarm system.
(The system, itself, is an option.)

® Recessed front entries, and
bedroom and bathroom win-
dows turned away from adjacent
units.

® Nineinches of insulation in
the attic, and wood-and-storm
window combinations.

The units are large—from
1,875 to 2,732 sq. ft.—and sell
for $65,000 to $90,000. Prices of
surrounding housing range from
$40,000 to $125,000.

There are no recreation ame-
nities within the Stoney Brook
site. But buyers will be able to

Racquet Club, also being built
by Dusco, where several tennis
courts are already completed.

Dusco elected not to follow
the usual course and scatter rec
facilities thoughout the project.

““We're dealing primarily with
an older market with few chil-
dren,” says Powter. “And these
people aren’t always crazy about
having potentially noisy facili-
ties near their homes.

“We've also found that scat-
tered rec facilities usually aren’t
large enough to warrant profes-
sional management, so they
tend to be run on a haphazard
basis. We believe that by con-
centrating on one large recrea-
tion center, we’ll be able to at-
tract professionals to run it.”

Even though there are no on-
site rec amenities, Stoney
Brook’s common areas won'’t all
be just greenbelts. There also
will be a series of recirculating

join the adjoining Centre Court ‘ ponds and streams—a result of

the steep nature of the site.
The land falls 90’-in-1,200" in
an east-to-west direction, and
the city required a storm-water
retention system. The ponds
and streams satisfy that techni-

cal requirement and also serve |

as a visual amenity for many of
the units. Other units are
oriented to the foothills of the
Rocky Mountains.

Stoney Brook’s total plan,
says Ambridge, reflects the
needs of the marketplace as de-
termined in the early research.

““We approach real estate de-
velopment—especially  hous-
ing—on a very personal basis,”
he says. “For Stoney Brook, we
reacted to what we learned
about Denver prospects in this
price range. Too many PUD de-

velopers get carried away with |

things like swimming pools and

other amenities and forget about

the real needs of their buyers.”
—Ju~NE R. VOLLMAN
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MINIMUM-RISK MANAGEMENT CONTINUED

For a single-family

builder

minimum-risk
management means
keeping a finger

on every detal

Unlike Dusco, which operates
all over the country out of a New
York office, the Ross Organi-
zation of Orlando, Fla. builds in
only two markets: Orlando and
nearby St. Petersburg. This
means its principals—president
Herb Ross and executive vice
president Betsy Godfrey—can
have a hand in every aspect of
the company’s day-to-day work,
from inspecting jobs to sales
training.

Ross exercises tight control to
keep his operations in tune with
market conditions, and the
company starts, stops oOr
changes projects almost over-
night. In the volatile Orlando
market, this flexibility is the
key to survival—as Ross learned
the hard way.

At the end of 1973, sales sud-
denly stopped dead and Ross
was caught with an inventory of
220 homes. It took a year to
work it off.

“"We were starting 50 homes
here and 30 homes there and 24
homes somewhere else, and
somebody asked me: “What hap-
pens if the market changes?’ ”
he recalls.

“T told him, well, we’d just
complete what we’d started, and
we should be able to sell that in
a short time, because with 60
salespeople we needed an inven-
tory of at least 40 homes at all
times.”

THE STUDIO

Ross still has 60 salespeople,
but he carries almost no inven-
tory at all. And that works just
fine.

Back in 1973 when Orlando
was riding the crest of the Dis-
ney World boom, some 18,181
units were built there. Ross was
responsible for 400 of them, or
just over 2%.

This year, industry sources es-
timate that only 1,450 units will
be built in the Orlando area. But
Ross expects to close 350
units—a staggering 25% of the
total.

“I'm taking the conservative
approach because of what hap-
pened in the past,” Ross says.
“And I find I like it.”

Here’s what he means.

Organization: It’s both
lean and diversified

Because Ross and Godfrey are
involved in so much of the day-
to-day work, the company can
do without a whole middle level
of management. (The one excep-
tion:

construction supervisor

P

il f
Ross Organization officers:

Herb Ross, president; Betsy God-
frey executive vice president

Richard Forbis, who also over-
sees purchasing.) Thus the en-
tire construction division now
numbers only about two dozen
people, including secretaries
and bookkeepers. Sales are han-
dled by a separate company.

While the lines of respon-
sibility are not hard and fast, fin-
ancing and site selection is
Ross’s bailiwick and merchan-
dising is Godfrey’s. Both consult
frequently with each other, with
sales manager Mary Jordan, and
with outside experts.

The company has no in-house
architects or designers. “We find
we’re better off going to three or
four different people for our de-
signs,”” says Ross. “That way we
get different ideas.”

There are three people whose
time is completely devoted to
customer service: someone to
take warranty calls, a service
employee to remedy the com-
plaints and a mortgage proces-
sor. The last is a wise invest-
ment, not only in terms of cus-
tomer service, but also to speed
processing and prevent rejec-
tion.

“Having someone with that
capability has really helped us
tremendously,” says Ross. “If an
approval doesn’t come through
in a reasonable time, our proces-
sor gets on the phone and finds
out what’s holding it up. After
all, we're paying interest on our
construction loans. We want to
get those houses closed so we
can build some more.”

The processor also starts prob-
ing if the mortgage company
turns down a buyer she feels was
qualified. Often it turns out that
a vital piece of information was
missing from the application, ei-
ther because the buyer was re-
luctant to give it or because he
wasn’t asked the right ques-
tions.

“Because of our processor
we’ve closed many deals that
had been turned down by the
mortgage company,”’ says Ross.

Overshadowing the con-
struction division is a much
larger sales division which
operates as a separate company.
This company is headed by sales
manager Mary Jordan, and it has
60 sales associates who not only
sell Ross homes but homes of
other builders and general real
estate as well. The resale depart-
ment has expanded steadily in
recent years to take up the slack
in new-home sales and it should

account for between 30% and
35% of Ross’s volume in 1975.

Ross set up the sales company
some six or seven years ago be-
cause he felt he needed the capa-
bility of selling his own homes.
He still encourages outside
brokers, however, even going so
far as to assign subdivision man-
agers to work with them on
sales. The subdivision managers
are compensated for this and
other extra duties by an override
on every sale—normally be-
tween $50 and $100, depending
on the project’s activity, price
range, etc.

And because other brokers
sell Ross’s properties, he feels it
is only right to allow his people
to sell general real estate. While
sales associates cannot leave
their subdivisions when they
are scheduled to be there, they
can work other sales on their
days off or after hours or they
can co-op a deal with a member
of the Multiple Listing Service
department that concentrates
on general real estate.

““At firstit was hard to get list-
ings of existing homes because
people looked upon us as build-
ers who would be more inter-
ested in selling our own
houses,” says Ross. “But we've
managed to adjust our image,
and in the last three years our
general brokerage business has
grown tremendously.”

Land: Ross buys developed
lots a few at a time

“Youneed a much larger organi-
zation if you're going to do the
engineering, planning and de-
veloping of the land,”” says Ross.
“I'd rather let someone else
make a profit on the land devel-
opment as long as I can then
make a profit on what he has
done.”

Even during the boom years
Ross was able to arrange with
several developers to prepare
land just for him. Now, of
course, there is a plentiful sup-
ply of developed lots in the Or-
lando area.

Ross’s projects range from
about 30 units to several hun-
dred, depending on price range.
He would not go into an area to
build homes under $30,000
unless there were at least 50 lots
available, but as the price goes
up the number of lots required
goes down. Thirty is minimum,
however.

“We put a sunerintendent in




each subdivision,” he says, “‘and
if there are only ten lots it
doesn’t pay.”’

In the past few years Ross has
arranged with developers and
sellers to hold lots for him, and
he just pays for what he thinks
he can use in a year.

“Because of our reputation,
developers tend to go along with
us,”” he says. “They have to risk
their money on the entire pack-
age; we're not prepared to do
that. We want flexibility until
the project has been tried and
tested and we are pretty sure it
will go well.”

Without the expense of a large
land inventory, Ross can afford
to start and stop projects accord-
ing to market conditions. Lake
Sparling, for example, was not
particularly successful in 1973
when the first 30 units were
built. So Ross pulled out. A year
and a half later he came back
with smaller homes priced from
$27,900 to $30,900 and sold 60
of them in just 90 days.

On the other hand, Quail
Trail, with homes selling from
$23,900 to $27,000, was very
successful for about sixteen
months. Then other builders di-
luted the market by coming into

the area with a similar product.
So Ross simply stopped building
for a while. Now he is going
back into the area with a new
product that’s slightly larger and
more expensive than the origi-
nal Quail Trail models.

Perhaps the ultimate in low-
risk land policy is not acquiring
the land at all. And that is what
Ross is doing with a project
called Amberwood, in a western
suburb of Orlando. Instead, he is
supplying the land developers
with a housing package, includ-
ing models, marketing and con-
struction.”

“We've got free rein,”” he says,
“and we're going to give it the
same enthusiasm that we give
our own projects. We just didn’t
feel we wanted to risk our own
financing in that particular ven-
ture.”

Money: Here low risk gets
carried a bit too far

The euphoria was so great dur-
ing the Disney World boom, and
the letdown so sudden and se-
vere, that many lenders were
hurt. Now they're reluctant to
lend sizable sums to any one
builder in the Orlando area, no
matter how good his reputation.

This means Ross must scram-
ble for money. If one lender
gives him construction financ-
ing for, say, five spec homes,
that lender won’t give him any
more money until the homes are
not only sold, but transfer has
taken place.

““Anywhere from 30 to 75 days
may elapse,”” says Ross. “/So here
we are, sitting with the houses
sold and we can’t sell any others
unless people are willing to wait
for them to be built.”

In an area where people are
used to buying a home and mov-
ing right in, this is indeed a dis-
advantage. So Ross ends up
going to several institutions for
the financing on one project.
He’s not happy about it.

““After all,” he says, “I'm risk-
ing money too, and while that
may seem little compared to the
total amount involved, still to
me it’s a lot. And I don’t build
on hunches; I've actually been
in the area, I've built models,
I've got a feel for the marketing
and I know what sells. But it’s
hard to convince lenders of
that.”

Construction money is not
the only problem; Ross also has
to scramble for mortgages. This

It all began in Brooklyn, N. Y.

It was in Brooklyn that Herb Ross, fresh out of
college with an engineering degree, landed a job
as assistant superintendent on an eight-story,
reinforced concrete apartment building, the first
of several jobs chosen to give him experience in
different phases of construction.

‘I set a plan, like a roadmap,”” he says.

Ross then worked for a general contractor on
three large suburban shopping centers, first as a
job superintendent and then interviewing con-
tractors and awarding contracts. But it was his
next job—building single-family homes in fast-
growing suburban Westchester county—that he
really enjoyed.

“In the commercial end I was just doing one
phase and I had to determine what was going on
by getting reports and speaking with the various
supervisors,”” he recalls. “Here I was actually on
the job and doing practically everything: estimat-
ing the plans, speaking with the subcontractors,
getting bids, awarding the plans and then super-
vising the job. I was even in contact with the sales
department.”

After three years in Westchester, Ross went into
partnership with some investors and built a six-
story apartment building in Brooklyn and a single-
family development in Pennsylvania. Then it was
time to go out on his own.

He had always wanted to live in Florida and this
was the logical time to make the move. So he trav-
eled through the state, surveying different areas

that might have potential. Orlando won out, in
large part because of its natural beauty. The year
was 1956.

Ross began spec building and later renovating
homes under an FHA program.

“T was running a one-man operation,” he re-
calls. “I typed my own letters, kept my own
books—and I'm no bookkeeper, I made a lot of
mistakes—I superintended the job, and on Satur-
days and Sundays I'd sit on the job and sell. Many
times I’d fall asleep on Sunday afternoons and
prospects would have to wake me up so I could
show them the house.”

Betsy Godfrey joined the company in 1967 as a
part-time receptionist. She had already had some
experience in construction and it was soon to
come in handy. At the time Ross was building
between five and ten homes a year. Then came the
Disney World boom and he was building 500 and
more.Still, he and Godfrey did most of the work.

“During the day we’d go out and check the
jobs,” Godfrey recalls, “and at night I'd call the
subcontractors and line up the work for the fol-
lowing day.”

In 1971 the company closed 250 new homes.
Total sales (including a few resales) were around
$7 million and profits around 7%. In 1972 it closed
500 new homes. Sales reached $10 million and
profits were around 6%. The jump from five
homes a year to 500 had taken place almost over-
night.

means spending a lot of time
keeping in touch with the finan-
cial market to find out who has
money and buying small
amounts—$150,000 here and
$200,000 there—wherever he
can find them.

Construction: Ross monitors
starts, quality and costs

And the day-by-day control he
exercises in this area accounts
for much of his success in recent

years.
Starts are scheduled fre-
quently but in small incre-

ments. For example, Ross built
eight houses in Quail Trail:
three models and five specs. As
these began to sell he started ten
more, then another ten, etc.
When sales were at the rate of
five or six a week, he scheduled
ten starts every two weeks.

“Back in 1972 we’d start 50
houses at a time,” Ross recalls.
“Then it was hard to start an-
other 50 until the first 50 were
completed, and often the quality
of construction wasn’t quite
what we would have liked. With
fewer and more frequent starts
we can control quality a lot bet-
ter and sell as many if not more
homes.”

Ross subcontracts all of his
work, but quality is no problem
now. First, each subdivision has
its own superintendent—a
worthwhile investment, he
says, as costly mistakes oc-
curred when he tried to save
money by putting one man in
charge of more than one job.

And he doesn’t stop there. He
believes that people tend to slip
and overlook things when
they're on a job 100% of the
time, so he has construction
supervisor Richard Forbis in-
spect the jobs at least twice a
week.

And finally, Ross and/or God-
frey visit each job about once a
week.

““The men say I'm worse than
an FHA inspector,” says God-
frey.

Is all this supervision neces-
sary?

"Yes,” says Ross. He cites the
example of some bi-level houses
he’s building in Clermont on
rolling terrain.

“The superintendents in this
area aren’t used to that kind of
construction,” he says, ““so at
the very beginning I'm out there
at least twice a week because I

TO NEXT PAGE
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MINIMUM-RISK MANAGEMENT CONTINUED

want to watch the grading. The
way a person approaches a house
and the impression he gets from
the street are going to determine
whether he’ll like it. Also I want
to make sure the footing drains
are put in and there is adequate
waterproofing on the walls that
are below grade.”

Just as construction is moni-
tored every inch of the way, so
are costs. The whole operation
is computerized and Ross and
Godfrey receive weekly reports.
In addition, the construction
people have been trained to keep
careful tabs on materials.

“If we know it takes 1,000
blocks to build a house,” says
Ross, “we’d better not see more

180

THE STUDIO
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Monday morning sales meeting is led by (I. to r.) sales manager Mary Jordan,
mortgage processor Sue Agoes, Herb Ross and Betsy Godfrey. “A house isn’t
the biggest investment people make,” Ross tells them. “Just compare it with
cars. People think nothing about putting a couple of hundred dollars down
on a new car every two or three years. And as soon as they take it out of
the showroom, it’s worth $1,000 less.”

than 1% waste or 1% leftover
blocks after that house is built.
The same thing with lumber;
we monitor our deliveries very
carefully and keep check. If we
have lumber left over we make
note of it so that the next time
we build the same model we
will have more accurate lists
from which to order.”

Costs almost got out of hand
in early 1974 when Ross started
Quail Trail. It was a period of
steep inflation, and so Ross
went along with the first two in-
creases his subcontractors asked
for. Then he decided to build
Lake Sparling. He knew there
was a market for homes in the
$28,000 to $31,000 range. But
when he started to price the
models he wanted to build
there, he found he would have to

“I said ‘No way’,”” Ross re-
calls. “We're not going to build
this house unless we can do
something about cost.”

What Ross did was to call his
subcontractors together and lay
the facts on the line: Did they
want to work three days a week
six months a year, or did they
want to work five or six days a
week twelve months a year? If
they wanted to work twelve
months a year, they’d have to
cut their costs 10%.

"“Strangely enough this devel-
oped a lot of enthusiasm,” says
Ross. “We didn’t squeeze them;
we put it to them in a very logi-
cal way. When they left my of-
fice they said to me: ‘I don't
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know if I can do it, but I'm going
to call my manufacturer and tell
him what you told me.” ”’

The result was an 8% cut in
costs.

Once he saw what he could do
in Lake Sparling, Ross did the
same thing with Quail Trail.
The concessions he got from his
subcontractors enabled him to
go a whole year without raising
prices there—quite a feat in
1974.

““Every time the subs would
come in with an increase, we’d
fight it,” he says. “And they
would go back to their suppliers
and say: ‘Hey, I can’t get the in-
crease but I'm doing a lot of busi-
ness. You’ll have to keep your
percentage a little lower.” And
they did, and we passed the sav-
ings on to the customer.”’

Product: It’s always geared

to a void in the market

Ross is convinced that there’s
always a void somewhere in the
market, and he’s equally con-
vinced that even in bad times
someone is going to make
money filling it.

That’s why when the crunch
came he aimed for the low end
of the market, going back to the
smaller house of the 1950s and
even to two-bedroom units. And
the impressive sales record he
racked up at Quail Trail and
Lake Sparling during 1974 when
housing sales in general were at
rock bottom—he sold 130 units
in ten months at Quail Trail and
virtually sold out Lake Spar-
ling’s 67 units in 90 days—
shows he was right.

But Ross does not confine
himself to the low end. He has
a custom department that
builds homes that may cost sev-
eral hundred thousand dollars.
And when the time is right, he
also builds commercial and
apartment buildings. (At the
moment he merely owns and
operates them.)

Ross feels that the next mar-
ket is going to be for homes in
the mid- to high-thirties, and he
is already building them. At
Lake Cane he offers three
models ranging in size from
1,410 sq. ft. to 1,633 sq. ft. and
in price from $37,500 to $39,-
900. At Sleepy Harbor the
models range from 1,505 sq. ft.
to 1,633 sq. ft. and the prices are
the same as at Lake Cane.

““We're getting a lot of move-
up sales,” says Ross. “It’s not
uncommon for people to move
every three years—like chang-
ing automobiles.”

He’s not neglecting the low
end of the market, however, be-
cause a good portion of Ross’s
buyers are young married
couples moving from apart-
ments, rented homes and mo-
bile homes or out-of-state re-
tirees. The Quail Trail models,
which range from an 805-sq.-ft.,
two-bedroom unit priced at
$23,900 to a 1,049-sq.-ft., four-
bedroom unit priced at $27,000,
are being repeated in Amber-
wood, the project Ross is build-
ing and marketing as a package
for the developer.

And the Lake Sparling mod-
els, which range from a 1,039-
sq.-ft. three-bedroom unit for
$27,900 to a 1,305-sq.-ft., four-
bedroom unit for $30,900, have

called Briarcliff and priced $1,-
000 higher.

Ross is now beginning to
build slightly larger houses at
Quail Trail—a 1,096-sq.-ft. and
a 1,102-sq.-ft., three-bedroom
unit and a 1,307-sq.-ft., four-
bedroom unit. Prices are tenta-
tively set at $28,000 to $31,000.

All of the homes are typically
offered with a choice of three
front elevations. They also have
patios or terraces and attached
garages. In the models, one of
the garages is used as a sales of-
fice, which shows buyers the
possibility of turning them into
family rooms.

Ross s currently building two
other subdivisions: Orange
Hill at Clermont, a few miles
west of Orlando, and Coquina
Key in St. Petersburg.

Orange Hill offers four
models, including a 2,332-sq.-ft.
bi-level. Prices range from $26,-
500 for the smallest, a 1,004-sq.-
ft., three-bedroom unit, to $33,-
100 for the three-bedroom bi-
level. The project opened early
in June and 20 units had been
sold by the end of September—a
particularly gratifying record to
Ross because half a dozen
lenders had turned him down
before he found someone who
would finance Orange Hill even
on a limited basis.

The St. Petersburg project is a
joint venture with a friend who
already owned the land—which
is right on Tampa Bay—and had
built apartments on a portion of
it. Ross is building three models,
ranging from a 942-sq.-ft., two-
bedroom unit for $29,200 to
a 1,102-sq.-ft., three-bedroom
unit for $30,600 and a 1,038-sq.-
ft., three-bedroom unit for $30,-
900. Canal and bayfront homes
cost $9,000 to $13,000 more.

“lI didn’t want to go out of
town because in these times
you’ve got to say close to your
operations,”” says Ross. “But it's
a fantastic property, and I've
worked out an arrangement
whereby we can get out fast if it
doesn’t go.”

On average, the selling price
of Ross’s homes breaks down as
follows: land 20%, labor 25%,
financing 11%, materials 31%.
The remaining 13% is gross
profit.

Marketing: The slow market
required a new approach

Ross didn’t pay much attention
to marketing during the boom




Best sellers include a 1,038-
sq.-ft. three-bedroom, two-
bath model (top) that sold for
$27,900 at Lake Sparling. It is
now being repeated at Briar-
clift for $28,900. Also a top
seller was an 805-sq.-ft., two-
bedroom unit that sold for
$23,900 at Quail Trail [(cen-

ter). It is now being built at
Amberwood.
Below is the interior of a
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Briarcliff model decorated by
Betsy Godfrey, who designs
all of Ross’s models.

“I try to gear them to the
market and to use affordable
furnishings,” she says.

Normally Godfrey tries to
design one house for a family
with three children, one for a
family with one child and one
for an empty-nester.

A little girl’s room may
have a mirrored wall and a
ballet barre, and a little boy’s
may have afootball or a nauti-
cal motif. And if the house
lacks a family room, Godfrey
usually decorates a bedroom
asone.

“T try to make it look as
though a family actually lived
there and had stepped out for
aminute,” she says.

And one trick of the trade:
she decorates the first model
in yellow, which is eyecatch-
ing and arouses enthusiasm,
even though people rarely
buy yellow.

when the slowdown came, he
realized that marketing repre-
sented the margin between suc-
cess and failure. So he did three
things: 1) He hired Mary Jordan
as sales manager, 2) he took an
active role in sales training and
3) he hired a professional mar-
keting consultant.

Jordan has been in the real es-
tate business for 22 years and
her no-nonsense, let’s-get-on-
with-the-deal-now  approach
kindles respect and enthusiasm
among the sales associates.
“She’s on the job 24 hours a day,
seven days a week,” says Ross.

While Jordan trains new sales-
people in the technical side of
the business, Ross himself con-
ducts a weekly class on selling
that is required for new people
and optional for others. He also
conducts a weekly sales meet-
ing and a biweekly sales manag-
ers meeting.

“Istarted running these meet-
ings because I was drifting away
from my people,” says Ross. I

was merely somebody in the
back office with his door closed.
And that showed in our sales.
Now [ know everybody by
name, they know who I am and
they feel they can come to me.”

Perhaps the biggest change in
Ross’s marketing techniques
came about because of his asso-
ciation with consultant Jack
Risbrough.

“He’s like our doctor, examin-
ing us every two months and
giving us the prescription for fi-
nancial health,” says Ross.

Risbrough came aboard after
Godfrey heard him speak at a
House & HomE marketing sem-
inar in New York.

“T was reluctant about send-
ing her because we were in a
tight situation,” Ross recalls.
“But I went ahead and did it, and
I think it was the best invest-
ment I ever made—even includ-
ing land purchases.”

Risbrough did not recom-
mend making sweeping changes
but, rather, concentrated on get-

ting all the details right—such
things as how the ads were de-
signed, installing sales traps in
the model areas and furnishing
the two-bedroom model at
Quail Trail as well as the three-
and four-bedroom  models.
These details added up to a pro-
fessional merchandising pack-
age.
Risbrough also interviewed
the Ross sales personnel, help-
ing some who had problems and
determining which ones. could
not be helped.

Ross’s merchandising effort
now starts early. While Godfrey
is working with the architects
on the plans, she decides how to
decorate the models. At the
same time she gets the design
studio started on the advertising
concept.

Salespeople are told only that
a project is being planned. They
don’t get any specific informa-
tion until about two or three
weeks before the opening. Then
Godfrey meets with them, dis-

cusses each plan and answers
questions. She also gives them
some forms containing the
questions that prospects are
likely to ask about the neighbor-
hood.

""The salespeople are more apt
to retain the information if they
get it themselves,” she says.
““The day we open they can tell
prospects anything they need to
know about the area.”

As the opening date ap-
proaches, an advertising teaser
campaign begins. Briarcliff, for
example, had Briar Rabbit as its
symbol. So billboards and news-
paper advertisements showed a
saucy rabbit lolling about with
a butterfly—the Ross symbol—
on his overalls. Underneath was
the question: ‘“Where’s Briar
Rabbit?”

“That really generated a lot of
curiosity,” says Godfrey. “Most
people didn’t associate Briar
Rabbit with us, although a few
did recognize the Ross butter-
fly.”

Finally, on the day before the
opening, all the billboards were
repasted and new newspaper ad-
vertisements announced: “‘Briar
Rabbit’s at Briarcliff.” Two hun-
dred people turned out for the
opening.

Catchy advertising of this sort
makes Ross a name people rec-
ognize in the Orlando area. Ross
believes this is important to
sales, so he also makes himself
available to the press whenever
they need information about the
industry. As a result, hardly a
week goes by when he is not
quoted on housing issues.

Ross is also active in commu-
nity and industry affairs. He is
on the board of the Central
Florida development commit-
tee, a director of a local bank,
chairman of the Chamber of
Commerce better business com-
mittee and of several Board of
Realtors committees. He is also
a past president of the local
builders association and in Oc-
tober he was elected to state-
wide office: secretary of the
Florida Home Builders Associa-
tion.

All of this effort seems to be
paying off in sales. Ross esti-
mates his volume for this year
should be over $15 million. By
the end of September it was al-
ready over $13 million. Quite a
record for a company that was
building between five and ten
homes a year in the late 1960s.

—NATALIE GERARDI
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Looking to branch out into non-residential? Check
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Site plan (1) of Greenwood Center shows two
main U-shaped buildings, plus a third building
that will become a retail area. A grassed berm (2)
separates the site from sidewalk and street. Most
loading areas (3) are shielded from off-site view by
adjacent buildings, but at the far end of the site
amasonry wall (4) keeps neighboring houses from
looking into a loading area. Trash is hidden be-
hind walls (5) in outside corner niches.




Industrial parks

very small
businesses

Chances are the demand will be there. In
most cities, very small distribution and
product-assembly companies don’t have
much to choose from when it comes to find-
ing a desirable place to operate.

Moreover, small-business  industrial
parks can be attractive to developers be-
cause they're relatively simple. A small-
scale, 60-tenant industrial park, for ex-
ample, is generally no tougher to build, mar-
ket and manage than a 60-tenant apartment
building.

Case in point is six-acre, 120,000-sq.-ft.
Greenwood Center in the Los Angeles
suburb of Montebello. It opened last Febru-
ary and, despite a glut of vacant commer-
cial/industrial space in the Los Angeles area
and rents that are 20% higher than competi-
tors’, 60% of Greenwood Center’s 53 spaces
were leased within eight months. Since the
developers allowed themselves 18 months
to reach full occupancy, they still have ten
left to rent the remaining 40%.

Greenwood Center was started two years
ago by three partner companies—Oltmans
Construction Co. of Monterey Park; W. H.
Daum & Staff of Los Angeles, a realty firm;
and Keystone Mortgage Co., Los Angeles, a
mortgage broker—who in 1972 had pooled
their expertise in a development group
named Checkmate to specialize in indus-
trial and commercial complexes.

Checkmate came up with the Greenwood
Center concept as the only logical way to
develop a six-acre site offered on a 99-year
lease to the group’s realty manager, Bill Da-
vidson.

“/Large-space buildings just weren’t leas-
ing then,” said Davidson, “and they still
aren’t. In Los Angeles and Orange County
there are 17 million sq. ft. available in large-
space offices and warehouses.”

But Davidson analyzed the marketplace
and found 1) a strong demand for a multi-
tenant park and 2) no competition within a
five-mile radius.

He then analyzed the location and found

it ideal for small companies needing both
accessibility and identification. The site is
surrounded by a triangle formed by three
major freeways. Its immediate environment
is partly residential; it’s on a corner bordered
by a heavily traveled boulevard, a public
school, a gas station and a neighborhood of
single-family homes.

The decision: a park
for small businesses

Its plan included three buildings with 53
spaces ranging from 1,440 to 5,549 sq. ft.
with 20% of the area in decorated offices and
80% in unfinished warehouse and shop
space.

Checkmate lists five main advantages in
leasing to small companies rather than large
ones:

1. The risk is spread out. One tenant’s
bankruptcy or a severe downturn in an en-
tire industry doesn’t empty out the center.
Greenwood Center’s first 30 tenants are in
25 different businesses. Among them: fas-
tener assembly; printing equipment repair;
re-upholstery; pneumatic-tube repair; book,
plastics and burial-casket distribution; and
sales representation for a variety of national
companies.

2. Leases are shorter so rents can be raised
more often. Leases range from one to three
years at Greenwood Center vs. five years
and up for typical large-tenant leases. And
they contain clauses permitting cost-of-liv-
ing rent increases and quarterly reassess-
ments for common-area maintenance and
utility costs.

(But shorter leases also have a negative
aspect: More frequent refurbishing of ten-
ants’ spaces is necessary.)

3. Lease negotiations are easier. Small
companies make leasing decisions much
faster than big companies because, as a rule,
one or two principals do all the decision-
making.

To make industrial leasing as easy as
apartment renting, Checkmate 1) set gross

Principals in Checkmate include (I to r) William Davidson
of W. H. Daum & Staff, realtors; Joe Oltmans, Oltmans
Construction Co.; and Chris Turner, Keystone Mortgage
Co., mortgage brokers.

TO NEXT PAGE
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Signs for Greenwood Center
include a directory board (1)
at the end of each building
and uniform plaques (2) be-
side entrance.
Building plan (3) shows size of
various spaces; the smaller
ones have rented out most
quickly, the 5,000-plus-sq.-ft.
spaces at the corners most
slowly. Note how office park-
ing is on the inside of the U,
shops and loading on the out-
Office space is rented

cach office

side

fully decorated (4)
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Typical uses in Greenwood
Center include warehousing
(5) and light assembly opera-
tions (6).

L PARKS CONTINUED

monthly rental rates for each space instead
of square-footage rates, 2) built out all the
S including restrooms and 3) decorated
all the offices, including wall-to-wall carpet,
drapes and acoustical ceilings with recessed
fluorescent lighting. Rents, based roughly
on 21¢ per sq. ft., range from $295 for 1,440
sq. ft. to $950 for 5,549 sq. ft.

4. Space improvements are less compli-
cated. That's because most small compa-
nies have unsophisticated operations that
adapt easily to existing spaces. And that’s
why Checkmate felt safe in building out the
interiors.

“We've had to remove a few walls to com-
bine spaces,” says Joe Oltmans, the partner-
ship’s building manager, “but after a proj-
ect’s completed it’s a lot cheaper to tear out
a wall than to put one in.”

Oltmans did delay interior finishing work
in the smaller of the three buildings. It faces
the heavily traveled boulevard, and because
of the better exposure it is being held for
store tenants who would pay 30% higher

s than the center’s industrial tenants.

mate has arranged with a commer-
cial bank for a $200,000 unsecured loan for
tenant improvements. The reason: Substan-
tial improvements would be required by the
anticipated retail store tenants, and also by
a clinic for emergency industrial accidents
that is considering moving into the center.
The line of credit is implemented by show-
ing the bank a tenant’s signed lease. Im-
provement work is done on the honor sys-
tem—i.e., no inspections—and the cost is
amortized over the tenant’s lease payments.
5. Tenant growth potential is greater. Un-
like large, established companies, most
small businesses have their growth ahead of
them.

“We have a high percentage of ‘incubator’
tenants,”” says Davidson. Tl

esses that could grow and move into larger
paces in the near future.”

This has happened already
least two tenants have nded into
cent spaces before completing their first
year ot occupancy.

Zoning helped create
an attractive enviroment

To make the park possible, zoning for half
of the site had to be changed from commer-
cial to light industrial. In deference to neigh-
boring homeowners and the public school,
the planning commissioners held building
coverage under the new zoning to 40%.
But greater-than-average openness had
been part of Checkmate’s plan, anyway.
These were the major elements in that plan:
Landscaping. Mature olive trees, pines
and flowering ground cover outline the
buildings and dot the parking arcas. A 4 -
high landscaped berm softens the center’s




lines on the school side, a masonry wall
shields the residential side and all utility
lines are buried. All these features helped
produce an acceptable environmental im-
pact report and were also a great help in at-
tracting and holding tenants.

Environmental control. Trash enclosures
are notched into the corners of buildings and
walled from view. Tenant signs and direc-
tory plaques are all of the same rustic design,
pre-installed by the developers and then let-
tered to suit (for $60). Landscape mainte-
nance, window washing, trash pickup, com-
mon-area sweeping and repairs are done rou-
tinely by Checkmate and billed to the ten-
ants quarterly, along with common-area
utility costs.

Tenants pay these fees according to how
much space they occupy. Example: A 1,440-
sq.-ft. tenant currently pays $14.37 per quar-
ter out of total monthly common-area
operating expenses of $980.

Access. Greenwood Center’s two main
buildings are U-shaped, with customer
parking and office entrances contained in-
side the “U” and loading entrances and
truck lanes outside. Says Davidson: “This
eliminates the clutter you see in older parks

where truck doors and office entrances are
side by side.” Checkmate provided 240
parking spaces for customers and 12'-high
by 10’-wide rollup loading doors for trucks.

Other Greenwood Center features:

@ Fire sprinklers throughout. This opens
up the center to an unlimited range of ten-
ants. Full sprinklers cost the developer an
extra 65¢ per sq. ft., but saved 33% on fire
insurance premiums compared with non-
sprinklered buildings.

® Skylights and foil insulation in shop-
area ceilings and ceiling clearances of 13'6"
to 15'6".

® Lighted parking areas.

® Separate 100-amp, three-phase electri-
cal service for each tenant space, plus over
200 amps for the largest units.

® Heating and air conditioning in offices.
Tenants provide their own in shop areas,
plus their own hot-water heaters.

Positive cash flow
starts at 75% occupancy

And at that time Checkmate will go shop-
ping for a permanent loan. Says Check-
mate’s mortgage manager, Chris Turner: “A
lender probably will object to our short-term

tenant leases, our management obligations
and our non-subordinated ground lease (be-
cause of the lender’s liability for ground-
lease payments in the event of default). If we
can’t get a conventional long-term loan, we
may have to sell part of our equity to a lender
so he can participate in rent increases or we
may syndicate the equity so we can take a
lower loan amount.”

About 70% of the prospective renters who
visit Greenwood Center’s on-site leasing of-
fice are drive-bys attracted solely by on-site
leasing signs. As Davidson explains, “Small
tenants shop for new business quarters the
same way most apartment renters shop.
They just drive around in their cars on Sat-
urday and Sunday and look.”

To date, 80% of Greenwood Center’s ten-
ants have come from within a five-mile ra-
dius. Every space with from 2,000 to 3,000
sq. ft. is leased, but only one of the center’s
four 5,000-sq.-ft. spaces has been taken. The
weekend flow of drive-by prospects is being
boosted by 1) direct mailings to selected geo-
graphical areas and industrial classifica-
tions, 2) a leasing agent’s cold calls on likely
prospects and 3) referrals from outside
brokers. —H. CLArRKE WELLS

The numbers show how—and why—Greenwood Center is a success

PHYSICAL VALUATION

PROJECT EVALUATION SUMMARY

Basic cost of building 120,000 sq. ft.

First occupancy costs:
Advance ground rent
Real estate taxes during construction
Construction interest
Construction loan fee 3%
Loan fee to mortgage banker 1%
Lease commission on completed bldg.
Ground lease commission
Interest during fill-up—1 yr.
Ground rent during fill-up
Real estate taxes during fill-up
Insurance during fill-up

Total cost of project
Less: Rent pump during lease-up period

Net cost of project

ECONOMIC VALUATION

Gross annual rent 120,000 sq. ft.
Less vacancy 5%
Effective gross income

Less: expenses
Real estate taxes
Insurance
Management 3%
Repair & maintenance

Net income before ground rent
Ground rent

Net income after ground rent

Capitalized or economic value
$178,404 x 10%

$ 1,200,000 Economic value of project $ 1,785,000
Net cost of project after rent pump 1,440,000
$ 28,700 Potential created equity 345,000
6,915 7 : 5
34000 Potential profit $ 345,000 24%
38,250 $1,440,000
12,750
20,000
30.000 DEVELOPERS’ RETURN ON EQUITY AFTER FINANCING
132828 Economic valuation $ 1,785,000
40,000 75% of economic valuation $ 1,335,000
5.000 Total cost ‘ $ 1,440,000
==l 383 664 Loan amount (75% of economic valuation) 1,335,000
$715Téﬁ4 Required equity 105,000
145000 Net income 178,404
R 7S d Debt service
$ 1,438,664 1,335,000 x 10.91 (10% 25 yrs.) 145,649
Net income after debt service 32,755
Return on developers’ equity
$ 32,755
$ 294360 105,000 31.2%
14718 Capitalized value of project after financin
= $32,755 x 9.5% s 345,000
279,642 Plus: mortgage loan 1,335,000
Total value of project after financin 5 1,680,000
T o e proj g $ 1,680,000
5,000 y
8.389 Actual cost of project $ 1,440,000
4,800 Economic value of project on a “free and clear” basis $ 1,785,000
58189 Economic value of project after long-term financing $ 1,680,000
$ 221453
43,049
178,404
$ 1,784,040
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For 12 years, Turner, an ex-homebuilder, ran
a residential remodeling business that
reached $300,000 in annual volume. But he
was continuously buffeted by boom-or-bust
cycles and volume wasn’t supporting over-
head comfortably.

So Turner took two steps to boost his vol-
ume and, at the same time, to make his busi-
ness less vulnerable to home-remodeling
cycles: First, he expanded into commercial
remodeling and, second, he started invest-
ing in commercial property.

“When home remodeling is down, com-
mercial work is up,”” says Turner. “‘So I ride
with what'’s selling best.”

Today his volume is up to $1 million—
60% to 65% of it commercial and the re-
mainder residential. And he has built up a
portfolio of remodeled commercial build-
ings that provide tax shelter for the remodel-
ing company’s profits.

“Getting that first big commercial job is
the tough part,” says Turner, “partly be-
cause it is not always bid out and partly be-
cause you usually need at least one highly
visible project before you're offered others.”

Turner got his big commercial break after
remodeling a restaurant owner’s home. The
owner was pleased—so pleased in fact that
he asked Turner to re-do his restaurant.
Soon after completing that job, Turner took
on two other restaurant jobs and “then I was
off and running as an established commer-
cial remodeler.”

In many ways, Turner says, commercial
remodeling is similar to residential work:
“Despite different specs and material lists,
the skills are the same.” But, he adds, there
are nevertheless some important basic dif-
ferences.

The risk is greater, he notes, because of
the sheer size of most commercial jobs com-
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pared to typical residential work. And the
time factor is more critical: “If you fall be-
hind schedule on a home remodeling, you
inconvenience the owner and, of course,
that’s something we try to avoid. But delays
on a commercial job—a store, for example,
or a restaurant—can cost the owner real
money in lost business time.”

With these basic differences—plus some
others—in mind, Turner offers this advice
to other residential remodelers who want to
increase their volume by expanding into
commercial work:

Build up your cash reserves. “Cash is criti-
cal,” he says. “You need enough to handle
a major commercial job—one running
around $250,000, for instance—until the
first partial payout. And you have to be in
a position to buy from suppliers who have
never dealt with you before and will thus
demand payment in 30 days or even on de-
livery.”

On most jobs, Turner figures he’ll need at
least 20% of the contract price in cash to
cover labor and materials for the first 45
days. So for a $250,000 project, his mini-
mum cash requirement is $50,000.

Strengthen your management. As a purely
residential remodeler doing less than one-
third of his present volume, Turner ran what
was almost a one-man business. He did
most of the estimating and selling and took
a hand in supervising. A part-time secretary
and his wife, when she could spare the time,
were able to cope with the office work.

“That arrangement would never work
today,” says Turner.

Today he is backed up by a second line of
management—a  construction superin-
tendent who doubles as expediter; a sales
manager who doubles as estimator and
supervises two salesmen-estimators; and an

office manager who doubles as bookkeeper
and has an assistant.

Strengthen your labor force. As a residen-
tial remodeler, Turner had seven carpenters
and three laborers on his payroll.

“I'was in good shape at the time,” he says,
“but I knew I'd be in bad shape when the
commercial work started coming in.”

The answer? He not only did the obvi-
ous—prepared to increase his permanent
work force—but also started a program to
upgrade the skills of his crews with empha-
sis on developing more lead men.

““We don’t train all our lead men to reach
the same level of ability,” Turner says.
““That’s not necessary because all jobs aren’t
equally difficult. It’s also not desirable be-
cause we can’t afford to pay the highest
going rate to everybody.” His four lead men,
all union carpenters, earn from $12,000 to
$25,000 a year.

Turner now has 18 men on his work
crews—the four lead men, five other carpen-
ters, six laborers and three painters. So while
his volume has tripled, his work force has
increased by only 80%.

Why? Partly because of better manage-
ment. And partly because he now subs out
some of his carpentry to cope with peak
workloads.

“I'd rather go entirely with my own
crews,” Turner says. ‘‘Control over quality
and productivity is tighter. And, as a matter
of fact, that’s why I added painters to my
payroll after getting into commercial work.

““But there are peak periods when our own
crews can’t handle all the work. Then we
have to sub out some of it.”

Don’t pass up the small commercial jobs.
“They may not generate much profit,”’ says
Tumer, “but it’s those little fix-up jobs that
get you known, build your reputation for



service and often lead to future big-ticket
jobs from the same customers.”

So Turner not only accepts small jobs—he
makes an effort to get them. His method:
Three of the company’s 15 vans, each driven
by a carpenter-mechanic, are equipped with
two-way radios for quick response to re-
quests for emergency repairs.

"“We take these jobs on either a time-and-
materials or bid basis,” says Tumer. “Our
aim is to get businessmen to think of us first
when they need work done quickly.”

The radio-equipped trucks also respond to
callbacks—not only on the company’s own
work but also for homebuilders.

“T value those contacts with builders,”
says Turner, who quit homebuildingin 1958
but is still active in his local NAHB chapter
and a frequent speaker at NAHB remodeling
seminars. “They’re a good source of refer-
rals. And, as any remodeler knows, referrals
are one of the keys to success in this busi-
ness. We get so many, in fact, that we
haven’t had to advertise in five years.”

Find an appropriate way to shelter your
profits. Turner’s way: Buy up commercial
buildings, fix them up and hold them for
investment.

“It’s a natural for me,” he says. “And
these properties also provide some cash flow
and a good hedge against inflation over the
long pull.” His investments now include a
variety of stores and office buildings ranging
in value from $100,000 to $500,000.

Turner is quick to spot opportunities.
When the gasoline shortage closed down
three local service stations, for example, he
bought them up and converted them into a
florist shop, a fast-food restaurant and a fi-
nance company office. His latest venture:
turning a defunct lumberyard into a com-
plex for 15 offices.

How three compares
sought new opportunities-
and why one stood pat

PHOTOS: GERALD MCCARTY

Lumberyard conversion to 15 offices
is Turner’s latest venture for his
own account. He tries to keep tax
shelter from his commercial proper-
ties in balance with remodeling
company’s taxable income.

. Restaurant remodeling is a Turner
~ specialty. Warehouse-to-restaurant
~ conversion (left) was a $180,000 job.

Another restaurant (lower left) was

built into a turn-of-the-century
building for $230,000. Turner sal-
- vaged its unpainted cypress paneling
and tin roof from a 100-year-old
plantation barn. Both restaurants
are in Shreve Square, a restored his-
toric area on Shreveport’s riverfront.

TO NEXT PAGE
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REMODELING CONTINUED

IN WESTCHESTER COUNTY, N.Y.

Custom remodelers Jerry Zaccaria and Roy D

Zaccaria and Dygert head Remodeling Con-
sultants Inc., which grew from $200,000 in
volume in 1969 to $1.7 million in 1974.
Most of the work was in the big-ticket cate-

' gory—$10,000 to $15,000 jobs on suburban

houses.
But the two partners weren't entirely sat-

~isfied: “Too much business was slipping

~ through our fingers,” says Dygert. “We were

getting plenty of solid leads but not enough

- signed contracts.”

So they decided to analyze their sales calls
to find out what action, if any, prospects
took after the salesman had left. For every
four prospects, here’s what they found:

® One gave the job to Remodeling Con-

- sultants.

® One did nothing or gave the job to a
competitor.

® One took advantage of the salesman’s
design ideas and contracted the job himself,
buying his own materials and hiring carpen-
ters, plumbers, electricians, etc.

® And one prospect (again using the
salesman’s ideas) bought the materials and
did his own work.

“There wasn’t much we could do about
the guy who did nothing or went to a com-
petitor,” says Zaccaria. “But we could do
something about the other two—the do-it-
yourselfer and the contract-yourselfer. We
could sell them the materials they needed.”

So last April, Remodeling Consultants
opened a lumber subsidiary, Construction
City Corp. Its facilities are a 4,000-sq.-ft. re-
tail outlet carved out of the remodeling
company’s rented headquarters in Ma-
maroneck, N.Y., and a rented warehouse
and storage yard. Its initial inventory in-
cluded dimensional lumber, millwork, in-
sulation, roofing and siding, windows, hard-
ware, tools, paneling, gutters and leaders.

- And it’s run by transferees from the remod-

eling company—people like Al Collins, for-
merly assistant production boss of remod-
eling and now retail sales manager of the
new operation.

"So far we're pleased with results,” says
Zaccaria. From April through June, the
lumber subsidiary showed a 9.7% profit be-
fore taxes on sales of $170,000. Sixty per
cent of the business came from homeown-
ers, either doing or contracting their own

jobs. Professional contractors accounted for
16% and the remodeling company itself for
24%.

It’s a little early in the game to pinpoint
all the reasons for Construction City’s suc-
cess. But one stands out:

“We offer big discounts,” says Collins.
“Qur fast start was largely the result of deep
price cuts on popular items.”

Some examples:

® Five hundred panels were priced at 25%
off list. They sold out in two and a half
weeks.

® A freight-car load of red cedar shingles
priced at $25 a square—a 43% reduction—
sold out in three weeks.

® Five trailer loads of insulation priced at
20% off list sold out in three weeks.

Despite such discounts, Construction
City marks up its merchandise by a reason-
able 40% to 50%—enough, says Zaccaria, to
bring in an 8% to 18% net before taxes.

“We do this by operating like most other
lumberyards,” says Collins, “but also by
doing what many others can’t, or won'’t, do.”

Financing the new venture:
an in-house stock offering

Partners Dygert and Zaccaria needed more
than $200,000 to start their lumber subsidi-
ary—3$175,000 for inventory, $35,000 for
store and warehouse improvements and
$10,000 for such equipment as a forklift and
gutter-forming machine.

To raise the money, they did what they
had done twice before: sold stock in the
parent company to their employees. But this
time they added a new twist:

When the whole subscription, $186,000,
was committed, they borrowed the full
amount from a bank. The subscribers—18 of
the company’s 60 employees—are repaying
the five-year loan with weekly payroll de-
ductions.

There are three major reasons why the
company goes to its employees for working
capital, according to Zaccaria: “It’s rela-
tively inexpensive. It’s a morale booster.
And it avoids involvement with outside in-
vestors, who might hassle us about our man-
agement.”

Like its competitors, the company shops
for the lowest possible price: “We get quotes
from at least five sources,” says Zaccaria.
“And we follow market trends closely by
constantly checking lumber companies and
lumber brokers.”

Unlike many of its competitors, Con-
struction City follows three policies that
cut costs and thus make discount selling
possible:

1. Direct purchasing. “For the most part,
we eliminate the distributor’s 20% to 40%
by buying directly from mills and manufac-
turers,”’ says Zaccaria.

Products bought direct from the source in-
clude lumber, plywood, paneling, roofing,
siding, hardware, tools, lighting fixtures,
aluminum doors and windows and sky-
domes.

“Nine times out of ten, you can bypass the
distributor if you buy in large lots,” says
Collins. “But a lot of lumberyards stick to
the old lines of distribution either because
they don’t want to step on toes or because
their storage facilities aren’t large enough to
accommodate volume purchasing.” Con-
struction City’s facilities are large enough—
the warehouse totals 18,000 sq. ft., the lum-
beryard 10,000.

2. Fast merchandise turnover. Con-
struction City tries to buy only items that
it can move in no more than 90 to 120 days.

“So we emphasize popular stock items,”
Collins says, “And try to weed out slow-
moving merchandise.”

To get a line on what sells fastest, Zac-
caria checks competitors, questions cus-
tomers and analyzes the remodeling com-
pany’s order patterns. Among other things,
he has found that demand for some products
is highly seasonal. Sliding glass doors, roof-
ing and skydomes move quickly in the
spring; insulation, double-glazed windows
and black-top driveway coating sell best in
the fall.

3. No charge accounts. All sales by Con-
struction City are cash and carry or credit
card. Only the parent remodeling company
gets a break, “and it has to pay up promptly
on the first of the following month,” says
Zaccaria.

Construction City has one other asset
that gives it an edge over competitors, ac-
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Central warehouse, with 18,-
000 sq. ft. inside and a 10,000-
sq.-ft. yard, carries $200,000
inventory. Railroad siding, in
foreground, permits door-to-
door freight-car deliveries.

cording to Collins: a retail staff with experi-
ence in remodeling.

“Three of our men are carpenters,” he
says. “Whenever possible, they ask each
buyer what he’s planning to do, then offer
advice and suggest other items he may need.
I can’t think of a much better way to in-
crease sales and develop customer loyalty.”

Along with discount prices, the company
offered a free customer-service package in
its two opening advertisements—full pages
in a suburban edition of New York City’s
Daily News. The services included design
consultation, working drawings and on-site
instruction, plus help in obtaining building

permits and financing.

“We were so swamped with customers
that we realized we didn’t have to advertise
the free services,” recalls Zaccaria. “Now
we provide services on a selective basis—
only if we're asked and if there’s a big order
at stake.”

What’s ahead for Construction City? Zac-
caria and Roy Dygert have big plans.

Specifically, they hope to open four more
retail outlets—all served by the central
warehouse and each costing roughly $40,-
000 to set up and stock. And they expect to
tackle the first one in January, a slow month
when their remodeling crews will have

enough time to handle the necessary remo-
deling work.

The outlets will be located to capitalize
on Construction City’s successful advertis-
ing in a Daily News edition that covers five
suburban counties. *

A weekly ad costing $1,100 now gener-
ates $50,000 a month in sales at our West-
chester County store,” says Zaccaria. “We
figure the same ad could bring in just as
much business at each of the new outlets.”

* Westchester, Putnam and Rockland, N.Y.; Bergen, N.J;
Fairfield, Conn.

TO NEXT PAGE
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REMODELING CONTINUED

By most standards, R. H. Andersen Con-
struction Inc. is a successful remodeling
company. Ron Andersen, a former con-
struction superintendent, started it in 1969
and by 1974 it had grown to an annual vol-
ume of $500,000. Almost all of this came
from two specialty areas: kitchens and
baths.

But while the gross was high, the net was
another story. Andersen had begun to feel
one of the unpleasant side effects of becom-
ing a biggish remodeler—increasing compe-
tition from smaller operators with much
lower overheads. He found himself forced to
absorb big jumps in material costs in order
to stay competitive; his profit margin took
a sharp drop (8%) in 1974, and he could see
no possibility of improvement the way
things were going,.

The only answer, as Andersen saw it, was
to increase his volume, thus spread his cur-
rent overhead over a broader base. And the
best way to increase volume was to give up
his narrow specialty market and become a
full-fledged one-stop remodeler—taking on
any job that presented itself.

While this was a big step, there were sev-
eral sound reasons for taking it: There were
no one-stop operators in the area, so the
market was almost unlimited; head-to-head
competition from smaller remodelers
would diminish because small firms prefer
not to take on large, complex jobs; and a
one-stop operation opened the possibility of
still another major step—opening a
showroom that would serve both remodel-
ing customers and do-it-yourselfers.

As Andersen pondered his decision, fate
gave him a shove. In May of this year a tor-
nado ripped through Omaha, leaving a trail
not just of flattened houses, but of damaged
roofs, facades, porches, windows and doors
as well as chewed-up interiors.

“The decision was really forced on us,”
says Andersen. “If we wanted our usual inte-
rior work, we had to take on the rest of the
house too.”

So he did. Aided by subcontractors—
whom he chose very carefully—Andersen
plunged into his expanded field with the re-
sult that, between work already completed
and work now on the books, his 1975 vol-
ume will reach $670,000—up 34% from last
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year. More important, Andersen has gotten
back half of the profit margin he lost last
year. And his target for the end of 1976 is
an even bigger jump—to $1.1 million—and
his full profit margin again.

The biggest problem: finding the right dis-
tributors. Even though Andersen is only part
way through his conversion to a full one-
stop operation, he has found that his biggest
hurdle is getting new distributors who will
offer the right combination of low price,
prompt delivery, good call-back service and
overall reliability.

“It’s much more difficult than ﬁﬁding
good subs,” says Andersen. “And it was
especially difficult for us because of all the
new types of jobs we were taking on: roof-
ing, siding, additions, garages, swimming
pools, alarm systems, retro-fit insulation,
efc s

Second to this is the problem of supervi-
sion. Andersen chose not to increase his per-
manent staff appreciably in his new opera-
tion; he has added only three carpenters,
bringing the total to 11. Instead he depends
heavily on subs, particularly in the highly

Tornado-ravaged homes pro-
pelled Andersen into exterior
jobs. For many customers he
not only repaired damage but
also upgraded houses. At this
house, he repaired the roof
and windows, replaced the
garage and added a rear shed
dormer.

Model kitchen in Andersen’s
present 1,250-sq.-ft. show-
room will be replaced by nine
complete kitchens in his new
15,000-sq.-ft., one-stop re-
modeling center.




dec1ded to stick with
what he does best

ipecialized trades like pools and alarm sys-
:.ems. And rather than hire supervisors to
wversee their work, he has devised a system
‘hat forces the subs to supervise themselves.
specifically:

Plumbers and electricians are required to
take out $250,000 completion and warranty
ponds guaranteeing that they will 1) com-
plete their work within an agreed-on period,
2) handle callbacks within 48 hours of noti-
fication and 3) guarantee their work for one
year—just as Andersen himself does.

Carpenters must put up a $500 comple-
tion guarantee in a bank account and sign
a contract that promises 48-hour callback
service. In a case of non-compliance, Ander-
sen can hire someone else to do the work
and deduct the cost from the completion ac-
count in the bank. (The carpenter also must
guarantee his work for a year; that’s how
long the $500 must remain on deposit after
the sub’s last job.)

Andersen himself is very marketing
oriented, and he is presently in the process
of giving his expanded company a marketing
shot in the arm. His advertising budget, for
example, was $4,000 for 1975, for next year
he has tripled it, and he says he won't be
surprised if it gets as high as $16,000in 1977.

At the same time, Andersen is putting
more emphasis on his sales program. Up to
now his maximum sales force has been
three people—himself and two salesmen; by
the end of the year he will have three more
salesmen. (And they should be able to do
quite well for themselves—working on a
10% commission, Andersen’s present sales-
men are taking down from $18,000 to $25,-
000 a year.)

The remodeling showroom will be the
last step in Andersen’s one-stop program. It
will have an area of 15,000 sq. ft., cost about
$145,000 and, if all goes according to sched-
ule, open in March. Six more people, includ-
ing salespeople, will be hired to staff it.

The showroom will be, literally, a show-
case for Andersen’s one-stop operation. It
will include, according to present plans,
nine complete kitchens, five bathrooms and
displays of roofing and siding, alarm sys-
tems, insulation, wallpaper, capeting, resil-
ient tile, storm doors and windows, plus a
model of an in-the-ground swimming pool.

Over the past 20 years Williams has built
himself into an enviable position. He is
doing an annual volume of $420,000 in the
affluent suburbs of Princeton, N.J. and 100%
of his work comes from referrals and old cus-
tomers. He has a top reputation for quality
work and reliability, and the majority of his
jobs fall into the big-ticket class—a $14,000
family-room addition, a $17,000 living-
room expansion, a $32,000 conversion of a
Victorian mansion to apartments, etc.

But as his business grew, Williams gradu-
ally ran into trouble: the winter season. This
isaslack time for most remodelers, and Wil-
liams had a particular problem. His jobs
tend to get bigger as they pass through the
talking, designing and working stages, and
even though a particular job may begin as
an indoor one, it’s liable to expand outdoors.
And in winter, in central New Jersey, out-
door work of any scope is seldom feasible.

So with the growth of Williams’ business
came also a large number of permanent sala-
ried personnel to handle his busy-season
work (four foremen, two carpenters, two
helpers, a truck driver and a secretary). And
Williams found himself pushed toward a de-
cision.

“’After a lot of soul searching,” he says, ‘I
decided that all my employees were neces-
sary. There’s no way to do a first-class job
on a $30,000 living-room expansion for a
$100,000 house without the best craftsmen
and the best organization.”

Nor does Williams want to use sub-con-
tractors to do his rush-season finish work.

“Fine-finish carpentry is the backbone of
my reputation,” he says, “and I've got to
have my own men do it if I want to control
my quality.”

Finally, winter layoffs were out of the
question. “If I didn’t pay my men all year
round,” Williams says, “they’d quit and go
to work for someone who would.”

So Williams considered a major change in
his operation: setting up a new division in
the lower-to-middle-income suburbs of
nearby Trenton and taking on smaller-
ticket general remodeling jobs. This kind of
work, he reasoned, could be done with pre-
dominantly subcontracted labor because it
wouldn’t require the high quality of his
present work; there would be enough indoor

work in winter to keep some of his perma-
nent craftsmen busy; and there would be
enough profit from the operation to pay his
people even if they weren’t completely
occupied.

But as he looked more closely, Williams
foresaw several serious difficulties. Specifi-
cally:

® He has no reputation in Trenton, and it
would take heavy advertising and a long
time to build up referral business.

® The jobs would be much smaller than
his present ones, so he would need many
more of them to create an adequate profit.
Hence adequate supervision would be more
difficult.

® There would be stiff competition from
small, low-overhead contractors who push
low-priced remodeling packages for kitch-
ens, baths, etc. Williams would have to de-
velop his own packages, and he felt there
would be much more dissatisfaction and re-
sultant callbacks from such low-cost jobs.

® His high-priced craftsmen couldn’t be
used on rough work or low-cost jobs, so they
would have to be used for laying out or
supervising. And this would take them
away from the big custom jobs to some ex-
tent.

So Williams decided to stay out of Tren-
ton and instead to push hard to increase the
winter portion of his present business. His
first efforts, just now getting under way, in-
clude three key elements:

1. He's started to advertise, for the first
time in his business life, running maost of his
ads just before and during the winter season
and stressing indoor jobs.

2. He's planning a publicity campaign that
will involve photographing his best and
most interesting indoor jobs and getting
them published in local media.

3. He's hired a new salesman, who is now
being trained.

“We write contracts on 70% of our bids,”
says Williams. “So all we need is the chance
to make more bids.”

—MICHAEL J. ROBINSON
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Turning a shabby
old building

into a valuable
property needn’t
be a costly
venture

... Here’s a case
in point

Rehab partners Benson (left)
and Mecay, both 30, head

TwinTown Realty Co,,
which also builds new hous-
ing. One current project: 60
townhouses on a three-acre
urban renewal site in south-
east Minneapolis.
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Minneapolis developers Gary
Benson and Bob Mecay bought
the 80-year-old hotel shown
above for $225,000, spent $175,-
000 on improvements and
wound up with a 34-unit apart-
ment building capitalized at
$550,000.

The four-story, walk-up hotel
with 78 rooms had deteriorated
to the flophouse level when Ben-
son and Mecay took over in Sep-
tember 1974. Their total invest-
ment averaged out to $14.29 a
sq. ft.—$8.04 a sq. ft. to acquire
the building and $6.25 to restore
and remodel the interior. And
the average cost of the finished
apartments—they range from
studios to four bedrooms—came
to $11,765 per unit.

Despite its low state, the old
hotel attracted Benson and
Mecay for three reasons: Its
structure was sound; some of its
interior spaces—the lobby, for
instance—had an old-time ele-
gance that invited restoration;
and its location, in the center of
Minneapolis, was within easy
walking distance of the city’s
best stores and offices.

Much of the fix-up and con-
version money went for new
kitchens with new plumbing
and wiring. Except for minor ex-
terior work—painting, land-
scaping, outside lighting, etc.—
the job took seven months. But
the first tenants moved in only
six weeks after work started,
and by the time the interior was
finished, the building was fully
rented.

Benson and Mecay needed no
promotion to attract tenants.
Their only ads were a few classi-
fieds, some of which invited
prospective renters to paint and
paper their apartments in ex-
change for a rent reduction. (Six
tenants accepted the offer.)

Rentals range from $150 to
$325. And the apartment mix
includes four studios, 18 with
one bedroom, 9 with two bed-
rooms, 2 with three bedrooms
and 1 with four bedrooms. Most
of the tenants are working
couples and singles

—H. CLARKE WELLS

Walled-up windows were un-
covered on the inside to form
recesses for built-in book-
cases and knick-knack
shelves. Old brick in 12"-
thick exterior walls was ex- |
posed. And ceilings and
wood-framed interior parti- ¢
tions were finished with tex- |
tured plaster.

Ceiling and floor gaps, left by
removal of partitions, were
filled with false beams and
feature strips, which were an-
tiqued to match original
moldings. Wood grain was
also antiqued onto old wood-
work to avoid the expense of
stripping down layers of
enamel. And original hard-
wood floors were sanded and §
refinished. (Leases prohibit
wall-to-wall carpeting.)




d third floor (left) had 22
units—most of them
rooms—1] baths and

Outside facelifting, the last
work done, included sand-
blasting and painting plus
new entry canopy and light
globes shown in this render-
ing.

Old bathroom fixtures like
claw-foot bathtubs and vin-
tage sinks were left in place—
partly to save money but
more importantly to play up
building’s  turn-of-the-cen-
tury charm.

New kitchens, built into
most apartments, were only
major cost problem. Largely
because of necessary plumb-
ing and 20-amp. circuits,
their costs ran well over bud-
get.

Ak
New light switches were
notched into exposed-brick
| walls.

Gay Nineties lobby—its ele-
gance restored with red velvet
drapes, ornate chandelier and
period furniture—was valu-
able merchandising aid while
rest of hotel was being con-
verted to apartments. Its focal
point: an old oak switchboard
that came with the building.
Main stairwell, off the lobby
and not shown here, is topped
by a stained-glass skylight,
also a feature of original
building,
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Final Triunfo West product, shown
here, has the majority of its units ar-
ranged as duplexes. As built, the
project reflects many minor, as well
as major, changes suggested by local
residents. For example, unit en-
trances are oriented to different di-
rections for maximum privacy;
front-door designs are varied to give
units an individualized feeling; and
outdoor living areas are completely
screened from streets and walkways
by wood-and-brick or textured
stucco walls. Maintenance of the
project’s landscaped greenbelts,
lawns and plantings, is covered by
the monthly homeowner associa-
tion fee of roughly $40.
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It was
fine-tuned
k.8
?vh(}) have to
live with 1t

Without a penny being spent on advertising
or promotion, the project’s 72-unit first
phase was virtually sold out on opening
weekend last June. And another 39 sales
were rung up the following weekend after
demand forced the developers to start mar-
keting phase two.

The project is Triunfo West, a 132-unit,
19.2-acre fee-simple townhouse complex
being developed in Westlake Village, Calif.
by Belding Properties Inc. and Brown Real-
tors. And behind its impressive sales record
is a comprehensive market research pro-
gram that involved 1) pre-testing the proj-
ect’s original plan on people living in the
marketing area and 2) fine-tuning the proj-
ect to match what the people said they
wanted.

Here’s how the research program worked:

First, mail and telephone surveys were
made of families who lived in previous proj-
ects built by Belding to learn what these
owners liked and disliked about their com-
munities.

Second, consultations about the proposed
land plan were held with families living
next to the project site.

Third, a floor-plan critique session was set
up with a local women’s group.

The research program got under way after
Triunfo West’s initial plan had been plotted
(see overleaf), but before any development
began.

Both developers knew the area very well:
Richard Belding had already developed three
successful Westlake projects and Joe Brown
oversees a staff of 65 resale experts who con-
centrate on housing in the Thousand
Oaks/Westlake area. TO NEXT PAGE

This was the first
step in the
fine-tuning program

When developers Belding and
Brown decided to crank data
from Westlake area residents
into their Triunfo West plan, the
first people they went to were
families living in Belding’s older
projects. A confidential survey
asked ten key questions and in-
cluded space for general com-
ments; it was from those com-
ments that the developers
learned, among other things,
that they’d better plan as many
units as possible as duplexes and
that private entrances and
patios were essential.

Following are the ten specific
questions asked in the survey
and the answers that 68 families
in one project gave:

Q. Are you happy, in general,
with your home? Yes 64; No 4.

Q. Do you believe the market
price of your home was a fair one
by comparison with similar
products? Yes 56; No 12.

Q. Are you happy with the
neighborhood design, the com-
mon area, the landscaping, etc.?
Yes 56; No 12.

Q. Do you make use of the
pool and other common facili-
ties? Are they worth their cost
to you? Yes 45; No 23.

Q. Would you prefer a tennis
court to the present swimming
pool area? Yes 9; No 59.

Q.Is the kitchen in your
home well designed and the ap-
pliances good? Yes 57; No 11.

Q.Is the floor plan in your
home as convenient as you’d
like it to be? Yes 57; No 11.

Q. Is your home convenient
to schools, shopping areas and
other places you have to visit
frequently? Yes 57; No 11.

Q. Do you like the general
area? Yes 68; No 0.

Q. If you had to do it over
again, would you still buy in the
same area? Yes 61; No 7.



Here’s how the site plan began...
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Triunfo West’s initial land plan
(left) was found wanting in two
primary respects.

The first major objection:
Neighboring homeowners were
unhappy about the street pat-
tern at the project’s rear bound-
ary (far left in plan). Those
neighbors didn’t want to look
out on garages and they were
concerned about traffic noise
and pollution.

A second major problem
showed up when surveys were
returned by families living in
older Belding communities.
Most of them said they would
want corner or outside units; yet
Triunfo West’s original plan
called for a majority of the units
to be built in rows of four.

A third, although less serious,
objection: Some people felt the
project’s central greenbelt was
too broken up.

As finally built (right) Triunfo
West’s plan overcomes most of
these objections. First, to satisfy
adjoining property owners, the
streets serving rear units are re-
located so yards rather than
roads abut the rear boundary.
Second, most of the buildings
are duplexes (although some
with four-unit groups are still
necessary to achieve the 132-
unit count). Third, the central
greenbelt is more or less contin-
uous because one swimming
pool has been relocated and the
angling of some units is
changed.

The outlined area in the final
plan shows the model complex
from which all the first sales
were made.

...and here’s how it turned out
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Triunfo West’s townhouse units are priced via a lot-by-lot point system

Brown Realtors, one of Triunfo
West’s joint-venture partners,
has developed a plus-and-minus
point system for pricing units in
their multifamily projects. The
points (valued at $500 each) are
added to or subtracted from the
base price for each unit. This is
done after a project is walked to
see the favorable and unfavor-
able aspects of each lot, for ex-
ample, a unit’s exposure to sun,
heat, light, view and noise.

At Triunfo West, plus points
were awarded for advantages—
how much open space there <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>