
June a g  |#nf

Hun

RE.  Rgt:tSr  flwgarsHatfi
3Si  Wfgivst  ELir}
Chlarant s  SElalmamfi    7kytSl

bear £&rfeer*

Bffi #arfeer i#ae  gut  Sf toun  en  vae&tiS#*  btife  I  #an
&SRI"  a  f€11cfif  ±fi  the  Puhlic  ifeti&ing Afialnist#&Sien
wi=¢  Semt  enrgr the  rmcl®Sed  iflfS"tien*    I hav£H't
gtudie&  it  Smsts  but  hiave  asde  a  c#:REF  #g thais  entire
fil¥ anfi utEL  leek lt ®vBr the fi#at ehanee I fialfe.

ifethe REF.  #ei§ShelHEfap'$  8ugg€Sti®#  that  lf you  have  an3r
queatieng *  grSu  ife3uld write tssifitREt  Saeretairy ®f HSusing
#gia urfaan BevelSpmerit  nor Hrmaei.

Ifet  us  &rm@# how ime  can help  ftlrfeh¥r*    ife #&g  gcatl  te  talk
with  ariama  q;nE Eenmctt  end  the  othag#s+

ha b€rfe rfungs*

ghaSrtya

- &. #RE
fiflministrG[tiime fiBE1#tant

fu$1*

#RT3ifa



iREfF5z=`   a
Form  PHA-4
March  1965

DEPARTMENTOF  HOUSING  AND  URBAN   DEVELOPMENT

PUBLIC   HOUSING    ADMINISTRATION

DESK REroRAND"                                             Date : 6-||S7

TO            :   REP.  CharlesWard    -Hlh8  TTS  Capitol

From      :     Hurt  weissheimer

Subject :

In  response  to your request  of  this  date,

enclosed  are  (1)  material  related  to  the  acquisition

c}r  acquisition  and  rehabiliation  of  exir*ting  housing

(including  hotel buildings)  f or  use  as  low-rent

housing    and  (2)  descriptitye  material  on  the  HTTD

Indian  housing  program.

If  there  are  any  questions,  please  communicate

with Assistant  Secretary Don Hurmel.
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R8ctor  SivTearefigin,  Benn8tt  :Story,  Datrid  i..``rsbb  an`i  Ship  =\ullarc3.,  all  o.a  Durari+„

called  clw  6~1-67  to  s©ck  inf')rTiiation  a,bout  the  possible  use  tif  th.e  Bryan  Hotel

in Durarit  for  public  housiiig,  rje!rhaps  fop  Ind.inns.

Ihey  Said  t}iey   r£.a   underrl`tsf3d   thS`t,  a  hot{sl  ab  '¥arL1.ertLiah  ¥Tia.y  hav'i  been  ussd.  _f`or

Chf3r rjk-eg   ln{i,iafl   ,tlousing   t,hf`33f® o

lhe  h3tgl  lfis  €`9  rooms,  h  apertm@nts,   i§  fire  Leroof,   3t.co

C"  t,alked  with  #£,#t  :iteis,sh8in®r,   1£8-7?13,  who  saint.  ever  atchd  iTal terial  for

Burand  grctim.     ;~Ie  said  if  t,kay  +had  arty-questions,   t^h+8y  sho.aid   contact  t^*s€t.

sec}y..   pan  iinrriapi.eel#
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Pulblic  Houslm=  frofEram` for  Indians

Under  the  United  States  Housing  Act  of  1937,  as  amended,  the  Housing
Assistance  Administration,  Department  Of  Housing  and  Urban  Developrnent,
is  authorized to make  loans  and pay arm:Hal  contributions  to  local         .r+
housing authorities to assist in developing low-rent housing projects

+f+t,    and  achieving and maintaining their low-rent  character.    focal housing `
authorities,  t]rpically,  are  corporate bodies authorized to function in
a locality pursuant to  StaLte lan for the prxpose of developing,  orming,
and managing low-rent  housing projects.
tl'there  an  indian tribe,  under its  Constitution and ftylaws,  has  an  estab-
1ished governing body with police power for its Reseriration  (  that  is,  the

±:g:::€±::):°¥£:::v::=:eb::;C:inn;:::gkstafh:t¥:ga=di=::i:n:::g:
§';#dyt+     g#:S£:g::i#:fiecanh3u:o¥fip::i:#:n¥¥C§piif:::fi#B:u:£r:°=±iaEy the

governing body is  legally  competent to  enact  an ordinance  creating a
housing authority with the necessary local  cooperation.    h the  states
of Oklahoma  and Maine where the tribes  do  not  have  such police power,  the
state legislator.es  have enacted  statutes to provide for the establi8haent
of housing authorities` for 'the tribes in those  states.  '.

The paplic housing program for  indiana  offers  a  choice of two  types  of
housing projects:    conventional low-rent  housing and mutual-help housing.

The  conventional low-rend  housing program for  Thdians  is  essentially'  €1mllar to the  low-rent  program ln nan-indian ar.eas  in which bhe  housing
is  constructed ty a building  contractor and. is thereafter operated as
rental housing by the local housing authority.   For pemanent financing
of the developrend  cost of the projects,  the local authority sells its
40-year bonds  to  private investors;  however,  the  IIAA agrees  to  pay anrmal
Contributions  in an amount  pufficiend to  assure payment  of the  anm.al
debt  service  (interest and principal),  and these armual  contributions  ar;
pledged  as  security for the bonds,  thereby  ena,bling them to  be  sold  at       .
unusually low interest  cost®    The dwelling units  aLr® rented by the  housing
authority to  families  of  low income at rents based on their incomes but
the rents must be  sufficient in the aggregate to pay the a;uthorityls
operating expenses,  except that in the  case of elderly  (including disabled
and handicapped)  families  and families displaced ty an urban renewal or
low-rent public housing project,  an additional annual  contribution of up
to  $1ae  per unit  can be paLld ty the  IIAA under  certain  conditions®

-
The rmtual-help program was devised by the  IIAA in  cooperation with the•Bureau  of  Indian Affairs to meet  the needs  of v®ry' low-income  Indians

~'  on rese"ations who  cannot afford even the rends necessarily required in
convetttional low-rent  housing projects  and in whom hen® ounership provides
a Strong incentive for self-help in building and maintaining their homes.
Under the plan,  a group of participating Indians  condribut® their laLbor
in the  con8t"edion of homes for their famiue3.   In addition,  the partic-
ipants or the tribe  contributes the building sites and,  where feasible,

B
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indigenous building materials will be  contriruted oy the paLrticipauts 6r
the tribe.    The pariicipanbs  are given a lease-purchase type of agreo-
mend  and  al.a  given  credit  in amounts  aipproved by the  IIAA for these
contributions in lieu of payment for then in  cash.    There is an incentive
for the pauticipauts to make aB great a  contribution as possible b®catb®
the greater the portion of the development  cost represented by the . credit
91v®n thch,  the \shorder is  the period  of tfue before they P®come  home  .
ouners.

`

The  IIAA  contracts  to pay. annual  contributions  at  the  highest  authorized
armual rate to  help repay the funds borrowed by the -housing authority in

:gft::¥:±£o¥:n{±::.?h:h:ui:ufiTB££::=#
•    Should the participants'
constitute  20% of  the develop-

ment  cost  of the housing,  the IIAA's  annual  contribution  could retire the
borrotJing?  (and the participants  aLchieve  home ormership)  in  about  17 years.

+

After the  homes  ar.e built,  each participant is `responsible for the main-
tenance  and utility  costs for his  home and will pay an aLdministration
charge to the tribal housing authority for  administraLtive  costs  and
insura,nee.    On the basis  of income,  participants  will be required to make    .
additional papmerfus which will increase their  equity toward  home ownership.
The participant is pr.ovided with incentives to properly maintain his  home  .
and to  help keep  the tribal authorityts  administrative  costs  at  a minimum.
Should a participant fail to maintain his house,  the authority will have
the necessaLr3r work done  and pay for  it  out  of  funds  obtained by deducting
from the  equity payments  and mutual-help  contribution rna,de by the partic-
ipant.    Such deductions would reduce the participand's  equity toward  home
ormership.    Since the parbicipautls znininal rent must  cover  administrative
costs of the authority plus  insurance,  this provides  a mechanism for on-
theLspot policing of administrative  costs  of the authority because of
the  Belt-interest  of the pauticipandg to keep tholr rental charges at a
ndrfuun.

A vital  elem®nd I in the mutual-help  housing program for  Indians  is  the          ..
assistance provided by the  Bureau of  Indian` Affair`S  on the resel'vations. .
The BIA provides  the tribal housing  authol`ities with edministraLbive guidance
and. assistance as well as with  construction supervision for  the participaatB
and the  s]dlled help  empleyed ty the a;uthorities.    Recently,  the BIA,  in

;:=:r±::a:u#:±.:::p¥£s¥ i::P£Tor: ::=:bt::€:Se:W:fT.8 (:;S:£SL=d   ,
construction,  enabHng ma]dmun amount  of labor  contribution ty the pardic-

::E:?±2i:r±:::I:O::::ts;O::::i:i=:F?3?y#:+m#£=t=c:rt£;suit-
ability to variohs  clinatic and topographical  conditions;  and  (5)  a hou6o ;
of adequate  size to  aLccomodate the needs  of most  indian families.   We
anticipate that the use of such standardized plans will result in gre?tor
production of mutual-help housing in the future.



in addition,  the United  States  PLibli¢ Health Service  has  aL program under
which water arid sewerage facilities are provided for Indian homes  and
the PHS also provides important  cooperation in the above housing progran8
by providing  Such faci]itLes.
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H®ugiN® AREED HOME FINANCE AGENcy                                        wASHiNGToi+ ng D. a.  2G!+13

CIREULAlt
11-12-65

---,. ~   -   A -----. a ..,-,--.-.,-----. I -.-.-,.. I.+   -.-.-.-, I,,   ,I .---.----
'ro3         Local  Author,i t,ie8

Regioml  ,"Lnectors
Central  Office  ni.vision  and Branch  Heads

FftoM:     Corrmiissi,oner
-     ,~    t~    I.,    11    1~    ,I    ----    e~    I,11    1~    I,    .I,I

SUBJECT:    Acquisitiori,  or  acquisition and  rehabi].it,ation,  ol`  existilig
housing

linclosed  is  a  copy  of  a  PHA  release  establishing  procedures  and  storid-
ards  and  describing  techniques  to  implement  a  prog`i`ani  consisting  of
acquisit,ion,  or'  acquisibj,on and  rehabilitation,  of  existing  hous`ing
by Local Authorities  for  use  in  their  low-ren.t  housing  programs.    Tlij.s
is  the  latest  PIIA  release  to  implement  the  new  approaches  envisaged by
Congress  in  connection  with  the  Housing  and  [iJr`ban  .Developrnenb  Act  of
1965.    (Our  Circular  of  10-6-65  explains  the  effect  of  the  leasing
authorization  under  the  new  section  23  c)f  the  USHAct,  and  aLnother  Cir"
cular  of  10-12-65  explains  the  method  of  determining  the  amount  of  the
fixed  annual  cont,ribution  under  the  riew  ''Flexible  For.mula`"  for  projects`
cons.isting  of  leased  priva.bely  owned  housing  or  housing  acquired  under
the  provisions  of  the  at,t,ached  procediire  (see  Par.  18)  for  a  term  sub-
stantially  less  than ho years.)

Acquisition  ol`  ex.i.sting  housing  (wi.bh  or  w.i.thout  reh€iLt.it]it;a.b.ion)   i.s  not
a  new  field  in  this  country  or  in  the  PIIA-aided  program,  but  has  been
done  on  a  very  limited basis  thus  far.     Irf}ca.i  Authoritiefs  have  been  ac~
quiring  FflA  and  VA  defaulted  standard  housing,  and both  s.handard  arid
substandard  existirig  housing  from private  chrners  and  doilig  the  rehab-
ilitation work  by contract  or with  their  own,  employees.    However,  the
wi].1  of  the  Congress  is  that  Local Authorities  will  strive  to  pl.ovide
about  60,000  units  in  the  next  four  years  by  this  method.    'This  major
increase  .i.n  emphasis  will  'involve  using  existing  techniques  to  the
maximum  and  the  development  of  entire].y  new  ones.    One  such  major  new
techaique  is  spelled  out  in  paragraph  6.    This  and  other  me.thods  will
be  the  subject  of  mo-r.e  detailed  discussion  and  implementatj.ori  i,n  the
1`utur e ,

I wish  to  dj.rect  your.  attention  to  paragl`aph  8,  and  par`ticu]]arly  to
subparagr`aph  c  which  enumerates  the  new  aids  provided under  the
IIousing  and  Urr]an  neve]opment  Act  of  1965  to  improve  neighborhoods  alrd
provide  open  spa.ce,  neighborhc)od  cent,e`rs , '`b6aut,ification  assis3tance,
etc.    PIIA  staff  wj"  do  i.bs  utmost  to  advise  and  help  you  in  this
regard  even  thou.E;.h  the  ,fronds  are  riot  provided  under  the  United  States
Hc>using  Act  a,f   I,98'`/a

( Con t' d )
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`me  enclosed  tqe;*1eELse  will  be  incorporated  in  our  permanent  Minual  system
at  the  earl-I.lest  pos$1bl©  date.

wiaha c:rfu a;
Candssioner

Enclosure
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b.    Except  as  provided  in  paragraph 2c  below,  in  proposing the  acqul-
sltion  of  standard housing the  Local Authority  Shall present,  a.b  the
time  of tentative  Bite  approval,  information  on  8tendard housing as  to
vacancy rates  and  housing available  for  rent.    A proposed program
involving the  acquisition  of  standard rental housing which would re-
duce  Such a  vacancy ratio  to  less  than  3  percent  for any unit  size
will not  be  approved unless  the  Iiocal Authority  satisfies  the  PIIA
that the  program will not have  a  substantial  inflationary. effect  on-  the  private  rental market,  or that  the  acquisition  iB  Justified by
the  exigencies  of a particular  situation.

c.    In  the  case  of the  proposed acduiBition  of a multiple  I.emily
Structure with a. persistent  vacancy rate  of at  least  10 percent,  1t
will  not  be  necessary to  demonstrate  that  acquisition will not  have  an
inflationary effect  on  the  private  rental market.                    ,

d.    in most  corminitieB  infomation  on  vacancy  rates  in  Standard rental
housing  is  not  currently available  from surveys  and the  data to  be
presented at  the  t.ire  of tentative  site  approval unst be  based  on esti-
mates  which  should be  prepared  in  consultation with  real estate  brokers
and  agents  and  other  competent  sources.    The  sources  and methods  used
to arrive  at the  estimates  shall be  included  in the  presentation to the
PHA®

3.     Methods

a.    Three  basic  methods  have  been  used by housj,ng  authorities  in  programs
which  have  been  completed  or  are  currently under way:

(1)    Acquisition  of  the  property and  subsequent  reha.bilitation by
contract.    (See  paragraph  4.)

(2)    Acquisition  of  the  property and  subsequent  rehabilitation  by
Local  Authority employees.     (See  paragraph  5. )

(3)    Acquisition  of propert.ies  after  rehabilitation by a  Seller-
rehabilitator to  standards  established by the  Local Authority
and  the  PIIA.     (See  paragraph'  6.)   -                                                         i

b.    All  arrangements  with property  owners  for the  acquisition  of  thell.
property  for  purposes  of  this  program must  be  accomplished by negotiation.
The  power  of  eminent  domain  or  threat  of  its  use  may not  be  employed  to
induce  an  orm.er to  sell  his  property.

4.    Rehabllitatlon by Contract  nIter _4£qulsitlon

a.    The  Iocal Authority may  select  en.d  acquire  properties  and  obtain
neceBsa]:y rehabilitation  by contract  after  competitive  biddiiig.    Armual

( cont I d)

-2-

Ioc&l  Authority  under  whatever  method  .,it  su'h8eq.u,ent,.I..y  ad.opts.     Consj,der-
ation  should  also  be  given  to  the  use  of.  th.i.a  method   i,n  cornblnat.ion  wit.h
Contracting  for  pr].utions  ol`  t.he  work  wh'ich  can  .be  1-jetter  t]r  riiore  economi.eal.I..y
performed  :i.n  that  manner.

1}.     In  cons.iderlng  t.his  inethod,  the  ljocal  Ant,1iu.r.i,ty  must  ta.ke   into  accc>unt
that  I.t   i8  a8F3uning  inariy  res.p{msj bil+itje8  wTiic'h  wou:i.d  ot]ie.['wri.Se  .he  the
responsibility  of  a  cur,iti.actor.     These  inclu{-]e,  tl.ie  hip.in{}  (]f.`  :pe:r.sorme].,
purch&Bin8,   Storflge  and  I.}rotect.:i {`}n  a,i.'  mfttel.ia:lt3,    iiii3urance  and  |irotecti on

( con t I a )
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of the  buildlngg  against  tlREft  end  v`&ndalism,  an.d  deta±.led  cost  eontro`1.
accounting.    Cost  control  iB  of  gpec±.ftl  concern  since  statuto]ry  ct:ist
llmitB  cannot  be  exceeded.

6.    dequigltlon After Rehabllltation

a.    This  method contemphateB  that  the  lt>cal Authority will  select  properties
which  have  been  recently  renovated,  or which  can  be  rerrab.il]tated  to  st&nd~

•   &rdB  by  relrabllitatorB  who will  acquire  and  rehabilitate  the  pro:[}euty  pl.it)r
to  sale  to  the  Local  Authority.    Since  the  ultilnate  bra,ns&ctjon  Involves  a
contract  for the  purchase  &nd  gale  of  real  property,  thj.a  method  I.ias`  the
adveritages  of  eliminating most  of  the  problems  end  delays  involved  in
direct  Iflcal Authority rehabllltat±.on work and  reducing  the  admlnlqtratJ ve
burden  on  the  Irocal Authority and the  PRA.    Such  a  program will  also  ef£`ec-
tively mobilize  and  utj.Ij.ze  the  sk].lls  and  resources  of  real  estate  Ljrokel.s
end  agents,  home  bullderB,  rehabilitatorB,  erid  lending  instltutlons  who  clo
nat  ordlnarlly pautlcipate  *n  new public  housing  construction.    The  essen-
tialB  of  Such  a  progrenn  ,fo].|c>w.

t3.    1then  the  lioc&l  Authority  hag  deBigrated  the  get)graph.ical  areas  or
neighborhood8  within which  the  a,cquisition  program will  operate,  properties
ln  the  areas  can  be  submitted  to  the  Local  Authority  for  cons]del.ation  b`y
any  owner  or  real  est&t,e  broker  or  by  the  prequalif]..ed  I`ehabi].itators
(hereinafter  referred  to  &s  "se].Iers")  who  wll].  ultirmtely  sell  the  rehabjl-
1tated property to  the  focal  Authority.    The  sellers  are  prequalifLed  on
the  basis  of  experience,  ability  to  meet  ±`ina.ncial  obl].g&tionB,   re[`erences,
availability of  required,  equipment,  adequate  organ.ization  structure,  and
ext.ent  of  `bank  cued+it  favail&Ljle.

a.    RTopeaties  offered  are  inspected  for  suib&biljty  and  are  &ppi'`&ised,
end  a  pr].ce  acceptable  tct  the  oimer  is  determijned.    When  groups  ol-
properfe]eB  are  selected  fc>r  acqui.sition  (preferably  in  increments  of.  nt*t
legfi  than  20),  t,hey  are  de8J.gnated  for,  and  referred  to,  one  oJ`  the  |tre~
qualified  Sellers.    The  Ifical  Authority and  the  seller  `jointly  inspect
each properfey and  prepare  a  check  list  of work  requ,iced  to  bring  the
property to  the  standards  hereinafter  prescribed.    Specifications  adequat,t»L»
for the  rehabil:Ltation  work  are  prepared.    The  seller  then  subrni.ts  to  thL>
Ijocal  Authority  the  lump-sum' price  for  sale  of  the  gr(jup  ot.  prctperties
&ffie#  facqui`Bitlon  end  :r®hahLLi`ltlbl®n  t*y  the   &e.L1©r.

d.    The  Seller  ancl  the  lt)c&l  Authority  enter  i`rito  an  agreement  of  sale
degigriating  the  properties  and  the  &cquj8].t!.on  price  accepted  [jy  the  I®c&1
Authority,  end  Scheduling acqujsltion.    This  provides  the  sell.er with  the
means  of  obtaining  f`]nancin6,3  for  aequlsiti.on  and  re}raL>Ilituti.on  ±`roin  a
lending  institution.                             i

e.    The  Local  Author.Lty  inspects  the  properties  as  I.t  deei]is  necessary  to
insure  progresfi  and  the  q`iallty  of  .peri'oltunnce  and  conduebs  &  full  fi.n&l
inspection  prior  to  act,quiBit,ion.     'the  gel.1.er  receives  payment  t`or  each
property  when  3t  is  a(!cepted   £`or  acqu.is]t-jon  by  the  Local  Autho]`ity,   l{;.ss
an  appropriate  w±thholdlng,  for  example  10  percent,  pending  comp].et].on  t]f
the  croup.     Fln&1  pe.y]rient,   i 8  Inatle  upon  trurist`er  otrt'  the  :Lft8t  pl`operly   [ri
that  group.

( collt I d)
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f .    Within  this  general  outline,  the  purpose  .to  be  tic.hj.cv'ed  is  .lo  mflke
it  &s  feasible  as  pctssible  for  persons  and  organizatic>ns  engaged  in
the  private  residential  selling,  rehab,ilitation  and  lend..ing  industries
tc)  work  with  Local  Authorities  in  developing  the  most  ecor}omica].  and
acceptable  methods  of  rehabilitation.    The  number  of units  ar]d  other
details  of  the  arrangement  can be  tailored  tc>  the  reJ.evant  factors  in
each  comrmnity  in  line  with  the  available  market,  the  need,  and  the
interest  on  the  part  of  the  local  home  building  industry.

7.      General  standards

Housing  provided by  acquisition  or  by  &cquis.i I,ion  and  rehabilitation:

a.    Shall  provide  decent,  safe,  and  sanitary housing  in  a  suitable
living  environment  over  the  period  for  which  HIA  annual  contri-
butions  are  to  be  made  &vailable;

b.    Shall  not  be  of  elaborate  or  extravagant  desjLrm  c)r  lnateri.a] ;

c.     Shall  be  developed  and  administered  so  as  tt)  promote  I.ivIibili.ty,
serviceability,  efficiency,  econc>my  and  stability;

a.    Shall be  developed within  the  statutory per  room  cost  limits  (see
paragraph  13)  and  at  a  total  project  development  cost  not,  ext:eed-
ing  90  percent  of  that  of  conparable  new  accommodations;  &nd

e.    Sha].i  meet  the  st&ndar.ds  set  fc>rth  in  paragraphs  8,  9,  arid  ]0.

8.       Nei Standards

a.     'The  neighborhc>od  in  which  prc>perty  is  located  sl'm.I.I  meet  the  f`ollow-
ing  sta,ndards  or  there  must  be  assurance  that  the  r]eighborhc)(.td  will  be
brought  up  to  such  a  standard  as  a  result  of  the  rehattilitation  r>rogram
and  other  ac.tions:

y``'*.vL```t )q`    '   (i)     The  neighborhood  will  be  primarily  residential  in  character

and  free  of  any  land. uses,  nuisances,  or  other  characteristics
which  are  d.etrimental  to  I`ami].y  life.

(2) The  continued maintenance  of  .the  residential.  character  of  the
neighborhood  will  be  protected.  by  zoning  cll`  other  acceptable
control .

(.3)     fl`he  neighbclrhood  will  be  one  in  which  substantial.1.y  &l.L  the
dwellings  are  standard.

( cont I d )
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(L)    The  neighborfrood will be  readily accessible  to  pub]..ic  trans-
portation,  schools,  churches,  playgrounds,  and  shopping.

(5)    Adequate  and  readily accessible  on  or'  off.  street  parking
will be  available.

(6)    There  will be  adequate  sidewalks,  street  paving  arid  street
lighting.

(7)    The  neighborhood  is  not  subject  to  flooding.

(8)    The  location will meet  the  requii.ements`pur`suant  to  the  Civil
Rights  Act  of  1964  as  set  forth  in  paragraphs  tug  and  `7.b  of
Lcw-Rent  Housing  Manual  Section  205.]„

b.    Where  property  is  included  tin  fun  `]rban  renewa]„  prdtjecb  it  may  be
assumed  tlrat  the  neighborhood  wi].1  meet  the  above  standard.a.

a.    The  HIA will  approve  acq.uisition  o£`  properties  in  below  standard
or  deteriorating  neighborhoods  outside  of `mbari  renew&l  project  areas
only  i±`  the  Local  Authority  ctf±`ers  doctunentation  in  its  Development
Program of`  an  acceptattle  plan  for  bringing  the  neighborhood up  to  the
standard  of  par&gr,aph  8a,  above.    The  Local Authority  should  cooperate
with  or  induce  the  city  or  county to  improve  the  neighborhood  through   `
intensive  code  enforcement  and  the  demolition  of unfit  housing  with
two-thirds  grants  provided  under  the  Housing  and  Urban  Dev.elopment  Act
of  1965.    Assistance  for  code  enfctrcement  activities  includes  the  cost
of  planni.n&  and  carryi,ng  out  such  |irogrcans  end  the  c`ost  oi`  prov,iding
and  repair`ing  necessary  streets,  curbs,  sidewa,ucs,  street  light:ing,
tree  planting,  and  similar  improvements.     The  1965  Act  also  prc]vides
ELssistar.lee  for  water  and.  sewer  f`acil].ties   (grants  ot'.  50  per.cent  al`e
&vai.Iable;  90  I)e,rcent  in  small  corrmunities  with  no  such  ±`ac.i.Iit].es  ar]i]

:,::::g:h:oL:£:#:::#;n±o:a::eh::e::::n:°3ep:}:ent  above  l he  r]a tiona].The  Act  also  prc>vid.es
:w„{`` v two-thirds  grants  for  neighborhood  facilities   (for  health,  recre&tiona.I.,'`  !=i:: :a id:i:Ei:g;: , t:r#m5:bit.:a::.5?ti:,s|Cf::||::W: :::&F£:t::i.::;T:

I

Pi.a,iects  may  be  undertaken  through  nonprofit  organizations  provided
that  a  public  body.such  fas  a  ljocal  Authority `maL.intajns  control  of  the
facility.    Such  neighborhood  fac,ilities  may be  combined  wi th  public
housing  facilities  to  create  a  lar`ger  or more  {lesirable  facility to

.,`!\  serve  the  entire  neighborhood.    The  1965  Act  also  includes  50  perce[it
grants  td  any  public  body  (including  a  Local  Authority)  tt]  &cqui.re,  pl.e-
Serve,  and  develop  open  space,  or  to  acquire  developed  ]antl  .jn  'bui]t-up
portions  af  the  neighborhood  to  be  cleared  &I'id  u.sed  as   I.]el'm€i,nent  Open-
space  land.    The  cost  of  necessary  demolition  and  re[noval  js  included.
Also  .included `in  the  Act  are  50  percent  Grants  fo'r  beauli [`i(!€i,t,'jon  (land-
Bcaping;  refufroishing  of  streets,  squares  and  waterl`rc)nts ;  ctjnstruction
of malls  and  greenways,  outdoor  exhibit  facilities,  ber]cliei3,   I.tug  shelters,
etc.)  a,vailable  to  public  bodies  including  Local Authol`ities.
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10.

a.    Thus,  a  complex of  &ssistances. is  available  which,  properly  co-
ordinated,  can--in  sons  cases  through the  efforts  of  the  Local Authority
alone,  and  in  other  cases  through the  combined  effort  of  the  Local Au-
thority,  the  city or  other public bodies,  and  nonprofit  organizations--
create  the  neighborhood improveinents  and  facilities  which will  provide
a  suitable  living  environment  not  only  for  the  public  housing  tenants
but  for  the  neighboring  community  as  well.

e.    The  HIA will  provide  advice  and  such  financ'ial  assistance  as  lma,y
be  necessary  to  I,ocal Authorities  so  that  they  ca,n  cooperate  with  the
city  and  other  local  agencies  in providing  necessary  open  space  and
related facilities.

Consistency With  City  Plans.    In  selecting  properties,  consideration
should  be  given-to  existing  lt.Jng-ra.nge  city plans,   the  Workable  Program
for  Cbrmmmity  Thprovement,  and  any  urban  renewal  plans  which would  con-
trol  or  influence  continued use  of  the  property  as  prop(>sed.    Area,s
scheduled  for  clearance  should  not  be  selected.

a.      Codes,   _Regrlfttions,   or  _1_Require_in_ents

(i)    Applicab].e  laws,  regulatic)ns,  codes,  and  other  local  legal.
requirements  (including  any  requirements  for  an  urban  renewal  ar.eu
as  to  a,  project  within  such  area)  shall  be  followed  un].ess  modi-
fications  are  obtained.

(2)    With  respect  to  any  items  not  covered  by  subparagraph  I.0&(.I.),
the  Iiocal  Authority  shall  come  to  &n  agreement  with  the  PIIA
Regional  Office  as  to  the  standards  to  be  followed.    The  Regional
Office` shall  use  t}ie  nationally  recogriized model  codes  as  a  guide
(these  codes  are  listed  in  Answers  c)n  Codes  and  Ordinances,  Pro-
gran  Guide  No.i,  HRTA).

(3)    Where  the  above  requirements  permit  lower  standards  than  those
required  in  this  release,  the  I.atter  shall  a,pply.

3

b.     Space  and  Arrangemel±t                                      J

The  space  in  the  dwelling unit  shall be  sufficient  and be  so  arranged
as  to:                                                                        `

(i)    Provide  for  decent,  sa,fe,  and healthful  family  living  and  to
accommodate  the  furniture  and  equipment  required  for  the  number
of  persons  to be  housed  in  the  dwelling.

(cont'd)
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(2}    Permit  free  circulation with due  allowance  for  heating
devices,  door  swings,  accessibility to  electric  out-
lets,  etc.

I

c.    Bedrooms.    Privacy for  sleeping  shall  be  provided  on  the  basis
of not  over  two  persons  per bedroom  except  that  for  dwellings  with
more  than  two  bedrocms  any  bedroom  in  excess  of  two  m&y  provide
for up  to  four  persons  if  adequate  in  size  arid  arrangement.

d.    Bath.    The bath shall provide privacy and  shall  include  a
wat'eFTafoset,  lavatory,  and  tub  6r  shower. '  ,A half-bath  (water
closet  and  lavatory)  snail  be  added  in unj.ts  I:`or  over  six  persons,
unless  a wa,iver  on  substantia,i  grounds  is  obtained  from  the  HIA.

e.    Kitchens. Hach kitchen  shall be  equipped  with  sink,  counter
space,  base  and wall  cabinets,  cooking  range,  and  refrigerator
(or  space  for  a refrigerator  and range  if  it  is  customary  I`or
ten.ants  to  supply these  items).

I

f .     _EP±ng±§==±[.     Space  and  connect:i.ons  for  a  washing  machine  shall  be
available  in the  dwel].ing unless  laundry  facilities  are  provideii
nearby.

g.    =S±g±=±±s±.    Adequate  closets  or  other  enclosures  shall  be  pl.o-
vided  for  clothes,  linens,  brooms,  etc.

h.Li ht  and Ventilation. All  I.iving  and bedrooms  shall  have  ade-
qutlte  natural  light  and  venti.I.ation.    Kitchens  and  t]atlurooms  may
have  artificial  light  and mechanical  ventilat:i.on.

i.    !!s±]±±j±g.     Heat  sha.1.1  be  provided  by  means  t]f  equiiunelit  capable
of  ]unintaining  a  temperature  of  at  least  TOO Ii`.   (750  F.  for  elderly.)
in all  habitable  rooms,  batri and  toilet  rooms,  &nd  halls,  when  the
outside  temperature  is  at  the  design  temperature  notetl  fc)r  the
locality  in  the  current  ASREAE  (American  Society  of  Heating,  Re-
frigerating  and  Air-Conditioning  Engineers)  guide.     A.I]`  heaLtirig

#:th"„.,   equipment  shall  be  inspected  and  determined  to  be  safe  'by  the  proper
authority.

(cant I d)
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i.E±ri_+¥
(1)   Eapoh building  or  living unit within a building  Shall have adequate
autcmablo  donestlo  trater heating and  Storage  equipment  ln  servlccable
condltlon.    Slngl®  dvelling3  of three bedroons  or  legs  shall have  hot
water  storage heater .capaolty of at least  30 gallons,  and dwellings
Of  four.  or  morle bedroons  shall have  a  mlnlrmim  of ho gallon  capa,city.

(2 )    F`il]jr aLutcmatic  rescatlng  type  pressure  and tenperaLture  relief
valves  shall be used on lndividunl  domestic water heaters,  hot veter
Storage  tanks,  and solar rater Storage  taLnks.    Domestic  hot  water
Storage  tanks  and rater heating exchamger  Storage  tanks  serving a
group  of dwellings  shall have  either a  oambination valve,  as  above,
or separate  valves  to accouplish the above requirement.    Relief valves
shall be  lceat®d to pemit  the  "temperature  sensing  element"  of the valve
to b© inerged in the  water within the upper Blx inches  of the  storage
tank,

(3)   If new water or gas  service  is  required,  insulating fittings  Shall
be  installed in  f®rrous' lines  prior  to take-off  Of aLrur cormections,
preferably on the  service  side  of the meter.

f:r#+fEif#ifife£):i:a:Focii#::::im:#£:£::e::£::::nv±::iu:::::°Fh:ion
LocaLI Authority and approval  of the  Regional  Director.    The  tenant  Shall
bear the  cost  of the  equipment and its  installation,  repair,  and rna,intenance
as well as  the  e3ctra  charges for electricity required by its  use.

1.    E]cterlor Appearance  and  Outdoor Areas

(1)   The appearance  of rehabilitated buildings  is  important  to both
the  termnts  and  the  n®1ghborhood®    Therefore,  careful  consld®ratlon
should be  given to the  types  of  erierior work,  such as  modified
entrance  details,  window trim,  a  Change  in paint  colors,  and inprove-
ment8  of  porches  and steps,  which can  enhance a  building'g  external
appeaLrance  at  little  cost.    Such work shall be  undertaken where
indioat®d®    Hovever,  no rna.jar  reconstniction  of a  building 's  e]dberior.
mere]jr to ltxprove  appeara,nco  Should be  undertaken.

(2)    WaltflrayB,  yards,  and  other  outdoor  aLreaB  should be  brought  up
to a  pleaL8ing and acceptable  condition through repaLir  or  rephacenent
and  judioiou3  1andscaping.    Outdoor  Btructure3  Such ale  garages  and
fencing  should be  removed or  repaLired depending  upon  their appropri-
ateness  in the  rehabilitation program.

( cont I d )
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:;pe=±±±±===:tfi±:.6E¥_#€[ffiL==£:==±±:itLfd:ektaeve:a:sBa=T=£rred,
eystem®,  outside  or ulth±a bdr]rdingBj  nor  Shall thaae be any' metal-to+petal
cobe&ct b®tveen a pipe  Of  ene netal and any' plp®  euppoit  of &noth®r metal.

a.    Hp_dergrqund_Plpi.ng _(New a?rv±q®s  9n]r)

(1)   To retard cos.ro31on.  1f now serdce3 are requlrod,  all underground
ate®L and Wrought  iron g&e and  cold rater plp® and flttlng8  connected
thar®thth,  1nclndlng pipe rie®rs &t bullding3 to a nLnlrmn Of eir lnche8
above grade,  cha]l be  coated and rmapped &e follorms

(a)   A prlner,  ttro acat8  ®f tar emmel,  a tar base f®It vrapplng,  and
a final kraft p&p®r prde®ctlve trmpplng3  or

{b)    Double unpped utth coal-tar  or phaatic  t&p®  Of high di®1ectric
ropertle3 having a total rinirmm thic]m®sg  of 20 nLls;  or

(a)    Hot  eltruded po]grettrylone plastlo  over a  hotdpplied adbe31v®
und®r¢oatlng hating a total minlrmm thiclmesg  Of  25 mile.

There lnanlating fittlng3 are required &8 nentidned below for copper
trator piping,  the above  ccatlng and trmpplng  8ha]l be &ppued  on each
8ide  of the lnsuLatlng flttlng for a mlnimLm distance  of S]x inches.

(2)    To p®rmlt the  lnstelLatlon  of oathodlc protrection,  1f  such b®cones
neoe3   ry,  all nonvelded Joints ln famous underground plplng,  except
where lnsuhated jolnt8 are roqulred,  Shall bo provided ulth a  juxper
bond of nat  ]ie38 than Wo.  8  atrmd®d froulated  cqpper wire.    AIL
bond tendnale  Shall b® coated and "pped to exclude molsturo.
` (3)    Po81tlve aean&  Shall bo provided to guard agalngt br®aklng  of
pip®3 or looaenlng Of jch»tB duo to settleneat Of the bulldlng  or the
plp® itself .    Such means  ehall be ln the  form of  srdng-jolnt8  or
cthor posltiv® and pemanent means,  including  ap®clal foundrtion3  for
outBld® underground  llaee whezle  necegsory.

{b}   In8uhatlng flttlngs  Shall be provided whore  cqpp®r cater pipe
connects to o&ct-iron or other ferrous tcat®r pipe.

11.    S®Lectlon  of  Billd

a.    No building Should b®  sol®¢t®d until 1t has been d®t®mLned that  it  i8
atmcturally Bound and cam b® brought to the duelling Standards  of
p&ragmph 10 congistout with applicable cost linitations.

(Coot,d)
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-b.    It  18  nat  a8guned ln this type  of program that all equlpnent and
flriuros ln a bulldlng trould b© replaced  silrpljr because  of  obsolescence
or that all 8tmctural parts  of a building Should bo good for the  life
of the project.   To the contrary,  existing instalmtions for fl]ctures
for plumbing,  heating,  cooldng,  ]igivting,  and baths  should remin in• s®rvic® 1f they are  or Can be put ln a  sore,  sanitary,  and economical
operating  condition and provided they are &dequat® for' the  size  of

~  the  falnily for Which the  duelling is plarmed.    Sind.Larry,  items  such
ag  roofing,  flooring,  windows,  trim,  ®tc.,  which appear to have  a
renalning useful  ufo  of five y®ar`s  or more  should b®  retained without
lmn®diat® replaoenent at the time  of initial rehabilitation.

a.    The  effect  of local building  and hou81ng  codes  should be  considered
b®for®  s®leotlng a building.    For exaxples    Such codes in.y limit permits
for alt®ratlonB  to a value  of not mozie  than  50 percent  of asse8sed
valuation of the eriBting building,  or they my prohibit  rehabilitation
for the purpose int®nd®d if oertaln  conditions  or violations  exist.
Waivers  should be  sought  lf rehabilitation 1S a desirable and practical
Solution.

d.    Plans  of existing building  should be  obtained where possible,
&Ithough th®s®  should  not  be  assumed  to be  an accurate  record  or  a
substitute for field ne&so.rement and investigation of actual  conditions.

12.  £onsld®ration8 NItnLEgff®ct  to Elderk and lfandic_aE_e±

a.    The  Gcquisltion and pehat>ilitation program offers partlcular]jr good
pctentlals  for well-located housing  for the  Older.1y or handicapped.
B®cause  so many rehabilitatable  structures are  in  older neighborhoods
close to dormtorm &r®as,  th®1r location ulll provide  convenient public
tranaportatlon and  shopping,  goclal,  rieligious,  medical,  and recreational
facllitles.    Such locations also may make  it possible for mny elderly
tenants to remain in femlllar neighborhoods.

b.    E]d8ting buildings  can provide deslmble  choices  of dvelllng types
&s veil a8  1po&tlon  for  elder]]r or handicapped p®rBon8,  and many-  such bullding8 may b®  colted to a  rehabllitaLtion program.    Hotiever,
the  certain common infirmities that  develop with age mist be
reoqgnlzed both ln  s®1®ctlon of stmctures and  in extent  of rehabl]|ta-
tlon.    Similar  apeclal con8id®rations apply to the use  of existing
housing  for handlcepp®d  p®r'8ons.

a.    All prqpertles  &cquir®d for hou$1ng  elderly  or handicapped p®r8ons
8h&11 be  capable  of being brought to a  condition which will provide
a  Safe and healthful ®nvironnent  for continued lndapendent  living,
1n accordance rdth rooognized criteria.    Any conditions haaardou8  or
potentially haaardous to  infirm or ptry.sical|y ilipaLired por8ons  Shall
b®  corrected as paLrt  of the  r®habilit&tlon process.

(cont,a)
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d.    Ifanyr old®r buildlngS will F®quire  ert®nsive  stmcttiral and
other alt®ratiens int order to bring them in`bo 1.©ago]rable  coxpuance
with the above  ctit®riS.    Older bulldingg may also h®  1oc&t©d in
nelchborhoeds  which  lfr®k acc®Ssibl®  ®p®m  appac®  f®r`  sitting  out  and
recreation.   Tha"for®,  Laeal Authorities are urged to mke  careful
8tudi®8 of the  gtmctural and licability charaoSerigtics  of particular
buildings  and of the &coessibi]ity of ap®n  apace,  both  on the  Site
end nearby,  before acquiring praperdies  for the purpose  of housing
the  ©1der]]r or handicapped.    Local Authorities  should consult  rdth
the Pin to ascertain criteria and detailed requirenent8  for this type
Of  housing.

13.    Application of Statutory froom Cost  Hmits

a,
ro
20-=::i;t:n¥:t!]!:oaf:=E!=::Lo::tcEF:f::E:::a::-::I:[cMi?o:a::.!t::::p¥nent

The

th

which shall include the  coat  of &cqulrimg the dwellings and their
equipnent and of any rehabl]|tation,  but  shall exclude the cost  of
hand,  demolition,  and nonduelling facl]ities.    The  cost  of &cqulrlng
the dvellings and their equlpneut  shall b©  determined by pror&tlng
the total pur€ha8® price of the praperty acquired ln the ratio that
the appraised valne  Of  Such dvelELng8 and ®quipuent bears  to the
total epprals®d value  ®f the prqp®rdy acquired.

b.    Roan  count.    D®temlnation  of the  number  of rocrms  ln a  dvel]|ng
shali±55=ifaFas  followss   The  apace  for Jiving,  dini.ng,  and kitchen
use,  wh©th©r  coxpletely Separated  or not,  counts  as  2k rooms}  each
b©drocm is  1 roc"j  a bed alcove for an efficiency uni,t  is  1/2  a
room.    A  dormitory type  bedroom with  apace  to  accormiodat®  beds  on
the  floor  (not double dechad)  and  other necessary furmiture,  and
with olo8et  apace  for three persons will  count  as  1± rocrms;  and
similar  apace for  four persons will  Count  as  two r'oon8.

F_QS_$1bi_HtH

a.    Cost Estlmat®s.    Exp®rienc®  indicates that  actual  Cost  of
rehatJi     atlon trork ofteri  substantially epeceedg estimates because
of the difficulty of determining,  especialrty in large mltiple
fami|jr stmctures,  the actual condit,ion  of hidden elements.    Initial
cost estimtes,  therefore,  should take this into account.   The
®8timated cost  Of rehdbllit&tlou  chould include an &mropriate
contingency alloranc® to cover the  correction  of latent  defects
during the acqul8ition or develapnent period.

-12-
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b.     ContingenQIf A11owane®  in  Fiml  _DBvelopngn_t  Cost  Budget

(1)    Wher'e  apprappdrto,  an  allowance  for  contingencies  may be
in luded  ln  the  RIpal  bevel®pment  Cost Budget  to  allow  for
undisclosed defe®td  or  to  provide  for  the  replacement  of  equipment
or  of  parts  of  the  Btr-ucture which  are  currently  ser.viceable  but
appear  to have  a  8teort-ten life.

(2)    To  permit utilization  of  the  contingency allowance,  issunnce
of  the  Actual Development  Cost  Certificate  may normally be  delayed
until five  years  from date  of approval  of  the  Final Development
Cost Budget.    Ithere  the  contingency allomance  includes  specific
amounts  for  the  replacement  of  certain equipment  or parts  of
structures  and  where  such  items  have  not  been  replaced by  the
end  of  such  five-year  period,  the  PIIA  will  give  consideration  to
extension  of  the  five-year period.

c.   Utility Costs.    Utility analysis  and evaination is particuhrly
important  in  this  program.    The  cost  of  heating  and  other utilities
because  of  uneconomical  syst,ems,  high  heat  losses,  and  retail  rates
may  jeopardize  the  feasibility of  the  undertaking.    A careful  uti].ity
analysis  is  especially  important  in  scaLttered site  r'ehabilitation,  and
the  possibility of  obtaining wholesale  raLtes  should be  explored.

15.     Development  prograp!

a.    Before  the  PHA  will  enter  into  an Annual  Contributions Contract,
the  Iocal Authority  will  submit  a  Development  PI'ogram  on  Fo]mi  PHA-195lt
(see  Low-Rent  Housing Hfanual  Section  206.3)  which  shall  be  appr.opriately
modified.

b.    When a  project  consists  of  one  or  a  few definite  pr.operties  con-
taining  a  sutstantial  rmfroer  of  dwellings,  such  as  one  or  more  apar.tmrent
buildings,  the  properties  should be  specifically  identified .and  described
in  the  development  Program.

a.    In  other  cases,  the  I)eveloprnent  Progr.am  need  not  identify  the
spec-ific  pl`operties,  but  the  Program  should  describe  the  types  of
properties  to  be  acquired  and  the  nature  of  the  improvements  generally
required,  and  i+  should  identiftr  the  neighborhoods  in which  they will
be  located.    In  such  caLses,  subsequent  HIA  approval  of  each  property
will be  required.

16.    Professional  Services
I__I_   _++.      i    ______I       +    _    _   ___        I        _      _     _+:i:_I__   _    __    _       _____        ..       .__

a.    Where  rehabilitation consists  of  extensive  changes  in  structure
or utilities,  of alterations  to  large miltj.-fami].y buildings,  or'  of
cluster,  block  or  neighborhood development,  or  where  extensive  planning
is  involved,  the  services  of  archibect8,  engineers,  or  planners  will
usually be  necessal`y.

(cont,'d)
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b.    There  extensive  FRErfuhitation is  not requir'ed,  consideration
should b®  given try  the  dliinsel Authority  to  the  empleyinent  of  pro-
fessiorml  Staff  Gr esrm&*diffig architects,  1a,ndscape  architects,  or'
engineers  to  &s3ist  fro eedLblishing  the  character  of  the  program
and  the  possible  site  and neighborhood  ixprovements,  including  such
items  as  color  scheme,a,  planting,  recreation  space  and  general
livability.

a.    The  fom  of  contract  for  professional  services  and  the  determina-
tion of fees  shall be  submitted  to  the PHA  for  approval  prior  tQ
execution.

17.Ri9try=a±tqu±REEp9L¥i±±i±ap_¥xpLi±±_
a.     The  provisions  ®f  Low-Rent  Housing  Mfanual  Sections  209.1  throughi   209.5 relating  to  the  relocation  of  site  cocupants,  do  not  app].y  to
ormer-occupants  of  structures  acquired  for use  as  low-rent  housing.
Since  the  use  or  threat  of  eminent  domain may not be  used  to  acquire
a  stmicture  for use  as  low-rent housing,  it "st be  assumed  that the
ormer will  sell  only when he  detemines  that  it  is  to  his  advantage
to  sell and  that  in making  such  determination he  takes  all  factors
into  consideration,  including  the  inconvenience  and cost  of  finding
other quar.ters  and moving.    Accordingly,  ormer-occupants  are  not
eligible  to  receive  relocation payments.

b.     The  statements  ]Tiade  in  paragraph  17a  with  r'espect  to  ouner-
occupants  are  eqirally applicable  to  a  tenant who  is  occupying  under
a  lease  for  a  term which  runs  beyond  the  point  at wliich  the  I.ocal
Authority requires  possession.    In  such a  case,  neither  the  owner'
nor  the  I,ocal Author.ity could  legally  compel  the  tenant  to  vacate,
so  that  the  Local Authority must negotiate  with  the  tenant  on  a
"tually free  and voluntary basis.

a.    The  essential  characteristic  of negotiations  with  an  owner.,  or
the  holder  of  a  leasehold,  to  chtain a  structure  for use  as  low-rent
housing  is  its  voluntary nature with respect  to  both par.ties  to  the
transaction.    In  Such ne`gotiatiom3,  it  should be  made  clear  from
the  beginning  that  (1}  the  property cannot be  taken by  condelnnatjon
and  (2}  there  will  be  no  additional  pay.Inents  for  moving  costs  ol.
other  expenses.    The  written agreement  of  sale  or  lease  termination
should include a  statenen`t  to  this  effect.

(

d.    The  provisions  Of  S®®tions  209.1  through  209.5  al.e  applicable  to
nan-owner  occupants  who  d®  not  have  a  leasehold  interest  begrond  the
point at which  the  L®®al A.uthority requires  possession.    Thus,  the
Local Authority,  as  pr®grided  in  Section  209.I,  must  demonstrate  that
there  are  or will be  adequate  resources  for  relocating  such  tenants  arid
develop a plan  for  their  relocation.    Such  tenants  will be  entitled
to  the  relocation assistance,  services,  and payments  author.ized  for
displaced families  and  individuals  in Sections  209.1  through  209.5.

(conb'd)
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Any  Such  temnts  who qunhir]r as  eligible  under ,the Local Authorityls
r®guhar  admission  llmit8  or  Special admission  1±mit8  for  displaced

~families  may be  assigned  dwellings  of appropriate  si,ze  in  the
•   acquired  property  (whether  or  not a  ptry8ical  move  is  involved)  or  i.n

other projects  of  the  Local  Authority.    Wher.e  no  rehabilitaLtion  is
required  or where` the  work  is  of  such  nature  that  families  can  con-
tirme  in  residence  while  the  work  is  being  done,  fazrLilies  who  are  to
be  relocated may be  alloved  to  contirme  in residence  for  a  reasonable
length  of  time  (up  to  one year  if  necessary)  to  give  them  sufficient
opportunity  to  find housing  which meets  their  needs  and  desires
satisfactorily even  though  they  could have  been,  at an earlier  date,
offered  housing which meets  the mini"url requirements  for  relcoation.

18.    Application  of  the  Flexible  Formula  to  HousingI  Provided by Accluisiti.on
£rLeggLuisitionan±_____E9E±_±_i±±te±±±=o±

a.,   For a  project  construeted by  the  local. Authority,  the  fixed annual
contribution  from  the  PHA  is  the  level  debt  service  r.equired  to  repay
the  development  cost with interest  over  a  period  of  ho years.    For  a
project providing  housing  through  the  acquisition or  acquisition and
rehabilitation of existing structures,  a ho-year  amortization period
may not  in all  cases  be  reasormble  because  of  factors  such  as  the
condition  of  the  housing,  plans  for.  use  of  the  land,  demographic  and
econonic  changes,  etc.     In  such  cases,  the  PIIA  may use,  as  a  fijced
annual  contribution,  the  same  annual  dollar  amount as would be
required  to  amortize  over  ho years  the  cost  of  a  new]]r constructed
project  which would  provide  housing for  the  comparable  nufroor,  si,z,es,
and  kinds  of  families.    This alternative  provision  is  called the
''flexible  formnila."    (See  Circular  of  10-12-65  for  the  method  of
obtaLining  a  determination of  the  amount  of  annual  contribution under
the  flexible  forrmla. )

b.    Although  the  fixed anmral  contribution under  the  flexible  forlri`ila
would provide  the  same  nuter  of  dollars  pE===¥±g=_I as  in  the  case  of
a  newly  constructed project,  it was  explained  to  the  Congr`ess,  in
presenting  the  flexible  formila  proposal,  that  the  maximurn  rate  of
annuaLl  contribution  the  P}IA 'would  allow  under  the  flexible  fomilula
for  the acquisition of existing housing  (with  or without rehabilita-
tion)  would  be  limited  to  90 percent  of  the  amount  that would be
allowed  for'  new  construction.    Thus  total  pro.ject  cost  ine]udin!:.i
acquisition  and  rehabilitati.on  shall  not  exceed  90 percent  of  the
development  cost  of  comparable  new  accounodations  (see  par.agraph  7d
above).     'l'o  d©ter'ndne  the  marim.im  amount  of  anrmal  contr'Thution
under  tile  flexible  forlm.iha  as  applied  to  the  acquisition  or  acquisi-
tion and rehabilitation programs,  the  following will be  helpful:

(cont'd)
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Table A i/
-_ _ : _  ___ .----    _- .   . _  _

M@xinim debt rijanvi®® pep #car available  to  liquidate  a  Sl,000  loan
aLt  the  fixed &rmml ®arferSifeazbi®n raate  estdbllshed for  the  six
months  period  ending Deceho®r  31,  1965s

Period of  Loan

35
30
25
20
15
10

S  Per.  Year

115'80
h.9.12
53'52
59.85
69.57
86.06

1]-9.h9

For  ®xa,xple,  if  the  total  development  cost per  unit  of  new  c{>nstruc-
tion were  $15,000,  the  rmxi"m  aLmount  at  which  comparable  units  could
be  acquired  or  acquired and  rehaLbilitated would  beg      $15',000 x  90%  -
$13,5cO.

Debt  service  that would be  required  to  pay  off  TDC  of $13,5`00  in
ho  yeaLrs  would  be  $618.30  (13.5  x  Sh5.80).

$618.30 per  unit would become  the  maximum amount  of  annual.  contribu-
tion that could be paid |n  the  given locality  for  property acquir.ed
or acquired and rehabilitated.

Having established  the  maJcim]m anount  that  could be  paid  for  exist-
ing  property with a  useful  life  of  ho years,  the  matcinum  amounts
that can be  paid for properti6s  with useful  life  of  less  than ho
years  is  obtained by use  of  Table A  above  as  follows:

Maxi"m  debt Service     Useful  Life

$618.30

618 . 30

618 . 30

618 . 30

618.30

618 . 30

The fred anrmal

Debt  service
Per  $1,000           Maximum

Per  Year                   TDC

35  years                  Sh9.12               $12,588

30„

25"

20'1

15"

10''

53.52                   ]1,5'53

59.85                   10,331

69.57                     8,887

86.o6                     7,I.85

119.h9                     5',17h

and  other  factors  will  var`y
according  to  the  investment market  interest  cost.
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The  following  table  shows .approximately  how  high  &  capital.  cost  could  l`]e
amortized  over  various  periods  of  useful  life  fc>r  each  $100  of  armiual
conti'ibutions

Useful  I,ife
in   ears

I   __L__= -.   ___--_--   1 _--I .-__  _ _i

35

30

25

20

15,

10

Debt  Service  Per
ffiriiF-Lil-a=ri'fffie

`E1,OcO   Loan

Sh9'12

5`3.52

5 9 . 85'

69.57

86.06

119 . i.LP

AI'lnual

S|00.00
n

I

in

„

„

Capital  Cost;
All.ioREa"iffijJig.

Useful  Life

$2036

1868

1671

|h37

1162

837

a.     The  PHA  will  conbracob  for  a  1`lexible  forinula  cont,ribubion  based  on
less  than  ho-year  amortization  only  where  it  is  clearly  demonstrated,  oil
the  basis  of  factors  such  as  those  meritioned  in  paragraph  18a  above,  that
the  anticipated  useful  life  would  not  be  consisbel-it  with  ilo-year  amortiza-
tion.    In  such  case,  the  PIIA  will  require  'that  for.  a  period  ol`  li()  years
after  the  date  of  paylrienb  of  the  first  aruiual  corit,I'ibution  wit,li  respect,  I,o
the  project,   (1)  no  debb  in  connection  with  i,he  project,  except,  I`or  rieces-
sary  project  expenditures,  shall  be  incurred  by  t,he  Local  Authorit,,y,   and
(2)  if  dul.ing  such  period  the  pl`operty  is  disposed  of  or  puti  to  ot.,her  than
low-rent  housing  use,  the  Local  Authority  shall  obtain  I`air  rnarlcet  va].lie
and  pay  all  proceeds,  together  with  ariy  reserves`,  aft,er  application  to  any
outstanding  debt  in  respect  to  .the  project,  to  the  rJHA,  provided  that  the
aggregate  oi.  amounts  payable  to  the  PIIA  will  not  exceed  the  total   apiount
of  its  contributions  to  the  project.

•-.;;,.::-,.-...-.-`.--A......
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