
NATIONAL ARCHIVES AND RECORDS SERVICE 

WITHDRAWALSHEET (PRESIDENTIAL LIBRARIES) 
FORM OF 

DOCUMENT CORRESPONDENTSOR TITLE DATE RESTRICTION 

Memo for the President from Lee White re items for 
discussion with Robert Weaver 12-31-63 C 

FILE LOCATION 

EX FG 245 

RESTRICTIONCODES 
(A) Closed by Executive Order 11652 governing access to national security information, 
(Bl Closed by statute or by the agency which originated the document. 
(C) Closed in accordance with restrictions contained in the donor's deed of gift. 

GENERAL SERVICES ADMINISTRATION GSA DC 73.495 GSAFORM 7122 (7-72) 



,-

/ 

May 19. 1964 

Dear Mr. Comptroller Qeaeral: 

Thi• la la ackllowleclpnat of you letter 
of May eipte•tla to da• Preetdeot. ea­
cloetq a copy of JCM&rreport to tile 
Coaar••• oa weaku .. ••• la admlaietrattoa 
of tile req.tr ... at ro .. tile work.aW.e 
proaram fer eomm ... ty lmprov•DMat for 
the city of Cillctaaatt. 01110. ~ tu Houlra& 
and Home J"iaaace AlellC'J• 

lt ua be• noted that two copl•• of tlala 
report are belaa ••at to die Director of 
tlae Buea11 of the Bad&et. 

llalplaA. Jluape 
Special Aealetaat 
to the Pre•i•at 

Honorable Jo•epla Campbell 
Comptroller General 

of tile UDited State ■ 
Wuldqtoll. D. C. 

.EXECUTIVI 

Fe;.:t ,-.s -
HS 3 /~TJ..S .. 

LG-/ ~'r--Lti; 
r<>--¥o ...s-

......L 



COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON, D,C. 20548 

B-118754 May11, 19'4 

Dear Mr. President: 

Herewith is a copy of our report to the Congress on 
weaknesses in administration of the requirement for the 
workable program for community improvement for the city of 
Cincinnati, Ohio, by the Housing and Home Finance Agency. 

Two copies of this report are being sent today to 
the Director, Bureau of the Budget. 

Respectfully yours, 

Comptro ler Genera 
of the United States 

Enclosure 

The President 
The White House 
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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHIN<;TON. D.C. 20s.ce 

MAY 181964 
B-118754 

To the Speaker of the House of Representatives 
and the President pro tempore of the Senate 

Our review disclosed certain weaknesses in the administration of 
the requirement for the workable program for comm~ity imprQvement 
for tt,,e city of Cincinnati, Ohio, by th~ Houeing and Home Finance Agency. 
The Housing Act of 1949, as amended, requires that, as a prerequisite 
to the receipt of Federal financial assistance fo11 certain housing pro-
1rams, a community must present to the Administrator, Housing and 
Home Finance Agency, a workable program for comm.unity iznprovement, 
which is a continuing plan of action for effecUvtlY tlealing with the prob­
lem of urban slums and blight. Truue programs must be certified by 
the Administrator who then recertifies them periodically. 

The Housing and Home Finance Agency repeatedly recertified 
Cincinnati I s workable program and executed two urban renewal contracts 
providing for loans of about $40 million and grants of about $25.6 million, 
although the city did not make reasonable progress in correcting cer­
tain basic housing code deficiencies, the correction of which the Agency 
considered essential. Further, the loan and grant contracts were exe­
cuted at times when the Agency had withheld recertification of the 
workable program. The recertification of the workable program and the 
propriety of the execution of the loan and grant contracts under such 
circumstances is questionable because the city had not provided the 
means for effectively dealing with the whole problem of urban slums and 
blight. 

The Administrator informed us that he had revised his policies to 
require that certification or a subsequent recertification of the workable 
program must be currently in effect at the time of execution of a loan 
and grant contract and that he had strengthened the criteria used by his 
staff in evaluating communities' workable programs. We believe that 
these actions, if properly implemented, will aid in achieving the objec­
tives of the urban renewal program. 
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Copies of this report are being sent to the President of the United 
States and to the Administrator, Housing and Home Finance Agency. 

omptroller General 
of the United States 
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REPORT ON 

WEAKNESSESIN ADMINISTRATIONOF 

REQUIREMENTFOR THE 

WORKABLEPROGRAMFOR COMMUNITY IMPROVEMENT 

FOR THE CITY OF CINCINNATI, OHIO 

BY THE 

HOUSING AND HO:tE FINANCE AGENCY 

INTRODUCTION 

The General Accounting Office has made a review of the admin­

istration of selected phases of Cincinnati, Ohio's, work~ble pro­

gram for community improvement by the Chicago regional office, 

Housing and Home Finance Agency (HHFA). Work~ble programs for com­

munity improvement are required by the Housing Act of 1949, as 

amended (42 U.S.C. 1451). Our review was made pursuant to the Bud­

get and Accounting Act, 1921 (31 U.S.C. 53), and the Accounting and 

Auditing Act of 1950 (31 U.S.C. 67). The scope of our review is 

described on page 17 of this report. In December 1962 we issued a 

similar report on the administration of the requirement for the 

workable programs for community improvements by the Fort Worth HHFA 

regional office (B-118754, December 17, 1962). 

HHFA, created under Reorganization Plan 3 on July 27, 1947, 

was established to carry out the principal housing, home financing, 

and community development functions of the Federal Government. The 

Agency is headed by an Administrator who is responsible for the 

general supervision and coordination of the whole range of housing 

programs and operations which the Agency embraces. 

Title I of the Housing Act of 1949, as amended (42 U.S.C. 

1450), authorizes Federal assistance to locol communities through 

advances, loans, and C8pital gr8nts for the purpose of Assisting in 
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the elimination and prevention of slums and blighted or deteriorat­

ing areas. 

The following officials were responsible for the activities 

examined in our review. 

Tenure of office 

ADMINISTRATOR,HHFA: 
Albert M. Cole 
Norman P. Mason 
Lewis E. Williams 
Robert C. Weaver 

(Acting) 

Mar. 
Jan. 
Jan. 
Feb. 

1953 
1959 
1961 
1961 

Jan. 1959 
Jan. 1961 
Feb. 1961 
Present 

REGIONALADMINISTRATOR,CHICAGOHHFA REGIONAL 
OFFICE: 

John P·. McCollurn July 1955 Present 
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BACKGROUND 

The concept of workable programs for community improvement is 

an integral part of the slum clearance and urban renewal program. 

Prior to 1954, the slum clearance and urban redevelopment pro­

gram ,;.Tas basically concerned with the demolition of slums. The 

Housing Act of 1954 (68 Stat. 590) broadened the program to provide 

for Federal assistance for urban renewal which could cover not only 

slum clearance and urban redevelopment but also rehabilitation and 

conservation of blighted and deteriorating areas. In enacting the 

Housing Act of 1954, the Congress set forth its belief that the 

problem of urban decay could not be controiled eolely through the 

clearance of existing slums; that the problem ,;.Tould have to be at­

tacked on a community-wide basis; and that financial assistance 

should be extended to only those communities that are willing to 

utilize their public and private resout~@~ i~ encourage. on a 

comnrunity-wide basis, the ,!~~\~~tion and preve~tte~ of slums and 

blight. Accordingly, the Congres.~ amended section lOl of the Hous­

ing Act of 1949 to require that a co~~nity must develop a compre­

hensive workable program for community imp.gvement in order to re­

ceive Federal financial assista~ce under the slum ~learance and ur­

ban renewal program and under other hgµsing P+ograms (including 

low-rent public housing~~ 

Section lOl(c) of the Hou~~ng Act of 1949, as amended(42 U.S.C. 

1451), states, in part, that: 

"No contract shall be entered into for any loan or capi­
tal grant *-Irle unless (1) there ~S ~resented to the Admin• 
istrator by the locality a workable program for community 
improvement (which shall include an official plan of ac­
tion, as it exists from time to time***) for utilizing 
appropriate private and public resources to eiiminate, 
and prevent the development or spread of, slums and urban 
blight, *** and ( 2) on the basis of his revie,-r of such 
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program, the Administrator de.tie~ines that such program 
meets the requirements of this subsection 'Irk*." 

A workable program for community improvement (hereafter re­

ferred to as workable program), as set forth in the Housing Act of 

1954, is a municipality's official plan of action for effectively 

dealing with the problem of slums and blight, for establishing and 

maintaining a well-planned community, and for utilizing appropriate 

private and public resources to achieve the objectives of the slum 

clearance and urban renewal program. Each community's workable 

program must, by law, be certified by the Administrator. The Ad­

ministrator has issued regulations which require communities to up­

date their programs and submit them annually for recertification. 

It is significant that the certification of workable programs is, 

by law, a nondelegable function of the Administrator. 

HHFA regulations provide that each workable program must be 

prepared by the governing body of the municipality which must in­

corporate into the workable program a declaration of policy sum­

marizing what· the municipality expects to accomplish through its 

workable program, identifying specific problems to be resolved and 

major objectives to be attained. 

The adequacy of the workable program submissions is evaluated 

by HHFA regional office employees who are available also to provide 

technical assistance to the municipalities. After the HHFA re­

gional offices have reviewed the workable program submissions and 

supporting documentation and have considered them to be satisfac­

tory, they submit the workable programs to the Administrator for 

certification. HHFA officials in Washington review all submissions 

and provide technical and policy guidance to HHFA regional offices 

and to municipalities. 
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The stated policy of HHFA is to extend financial assistance to 

only those communities that will assume the obligation to use their 

authority and their public and private resources to develop and 

carry out a workable program for the elimination and prevention of 

slums and blight. As a prerequisite to certification of a workable 

program, HHFA procedures require that each community show that it 

has taken steps to carry out the program. As a prerequisite for 

the annual recertification of a workable program, HHFA procedures 

require that the community show evidence of substantial and bal­

anced accomplishments together with a steady rate of progress to­

ward its goals. 

In the administration of the "Torkable program requirement of 

the Housing Act of 1954, HHFA has established seven basic elements 

that workable programs submitted by municipalities must contain. 

Those basic elements are: 

1. Adequate codes and ordinances. 

2. A comprehensive community plan for land use, thoroughfares, 
community facilities, public improvements, and zoning and 
subdivision regulations. 

3. Neighborhood analysis to locate blight, determine its ex­
tent, and recommend remedial action. 

4. Establishment of an adequately staffed administrative or­
ganization to coordinate action and check regularly on 
progress toward the attainment of established goals. 

5. Review of needs, identification of sources of funds, and 
provision for required financing. 

6. A plan to meet the relocation needs of families being dis­
placed by governmental action. 

7. Establishment of a citizens' advisory committee to obtain 
the broad support of the community_'s civic, business, and 
professional leaders. 
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Our review of the legislative history of the Housing Act of 1954 

indicated that the Congress was especially concerned with that as­

pect of the workable program regarding the adoption of housing 

codes and ordinances. Accordingly, our revie~r was directed prima­

rily toward evaluating the manner in which this requirement for the 

workable program element was administered. 

Codes and ordinances, as discussed in this report, are local 

laws which vest the community with permanent power to enforce ade­

quate standards of health, sanitation, and safety for the homes of 

its inhabitants and for the structures of its industrial, com.~er­

cial, and other enterprises. 

In its bulletin, ''Codes and Ordinances," HHFA states that: 

"Codes and ordinances thus constitute an essential 
element of any program which seeks to prevent and elimi-
nate slums and blight by conserving areas not yet seriously 
impaired, rehabilitating neighborhoods worth saving, remov­
ing structures beyond repair, and replacing them with suit­
able housing and other facilities for better living. Thus, 
a program for the development and improvement of codes and 
ordinances is an essential element of a Workable Program 
prerequisite to several Federal aids for urban renewal. A 
comprehensive and up-to-date system of codes and ordinances 
is also a prerequisite for ·major Federal assistance for ur­
ban renewal projects assisted under Title I of the Housing -
Act of 1949, as amended. 

"When there already exist, or begin to develop, d\..·ell­
ings unsuited for safe and decent human habitation, it be­
comes necessary for the community to draw a line between 
fit and unfit housing and to establish controls for the 
prevention and elimination of slums and blight. This re­
quires the development of local standards which define ac­
ceptable housing and their adoption as part of the local 
system of codes and ordinances." 

Standards for dwelling structures relate primarily to the con­

struction, maintenance, repair, occupancy, and use of the individ­

ual buildings and their equipment. These standards generally fall 
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into two main categories: (1) housing standards which are embodied 

in codes that prescribe the minimum cond_i tions under which build­

ings may be lawfully occupied as dwellings or dwelling units and 

(2) building or construction standards which are embodied in codes 

that prescribe structural strength, reasonable safety from fire, 

and proper plumbing, electrical, and heating installation in build­

ings. 

The s·tandards discussed in this report deal primarily with 

housing standards as embodied in codes (hereinafter referred to as 

housing codes). 

Although the workable program section of the Housing Act of 

1949, as amended, is silent as to codes and ordinances, sec-

tion lOl{a) of the act requires that: 

"In entering into any contract for advances for sur­
veys, plans, and other preliminary work for projects un­
der this title or for grants pursuant to section 103(d), 
the Administrator shall five consideration to the extent 
to which appropriate local public bodies have undertaken 
positive programs (through the adoption, modernization, 
administration, and enforcement of housing, zoning, build­
ing. and other local laws, codes and regulations relating 
to land use and adequate standards of health, sanitation, 
and safety for buildings, including the use and occupancy 
of dwellings) for (1) preventing the spread or recurrence 
in the community of slums and blighted areas***·" 
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WORKABLEPROGRAMREPEATEDLYRECERTIFIED 

AND URBAN RENEWALFUNDS MADE AVAILABLE 

FORCITY THAT DID NOT MEET ESSENTIAL 

WORKABLE REQUIREMENTSPROGRAM 

HHFA repeatedly recertified the workable program of the city 

of Cincinnati, Ohio, and executed two slum clearance and urban re­

newal contracts providing for loans of about$4Omillion and grants 

of about $25.6 million to the city although the city did not make 

reasonable progress in correcting certain basic housing code defi­

ciencies, the correction of which HHFA considered essential. Fur­

ther, the loan and grant contracts were executed at times when HHFA 

had withheld recertification of the workable program. The recerti­

fications of the workable program and the propriety of the execu­

tion of the loan and grant contracts under such circumstances is 

questionable in that urban renewal funds were made available at 

times when the community had not provided the means for effectively 

dealing with the whole problem of urban slums and blight. 

In 1952 the American Public Health Association (APHA) pub­

lished i•A Proposed Housing Ordinance" which HHFA endorses as a 

model housing code. HHFA determined that Cincinnati's housing code 

did not meet the minimum standards of APHA's model code in the fol­

lowing essential respects: 

1. Neither a bath nor a shower was required in each dwelling 
unit. 

2. There was no provision for a lavatory in each dwelling 
unit. 

3. There was no requirement for acceptable heating facilities. 

4. There was no provision for window screens. 

In its original request for certification of its workable pro­

gram, the city recognized the need for improvement of its housing 

code and promised to investigate and report within a year on 
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recommendations designed to accomplish the major objectives of the 

city with respect to codes and ordinances. The Administrator, 
HHFA, certified the workable program in June 1955. This certifica-

tion was to be effective for a period of 1 year. In submitting its 

workable program for recertification in June 1955, the city, iP. 

commenting on the status of the major objectives of the preceding 

year, stated that: 

"*-k-k the requirement for bath and hot running water in 
every dwelling unit*** is simply not practicable at this 
time. 

* * * * * 
"·k** it is felt that the time is hardly propitious for a 
bathtub or shower requirement, although such will undoubt­
edly be the case in the next few years***• In new dwell­
ings or those substantially altered, a -bath is required. 
While there is no requirement for a lavatory, it is felt 
that its absence is far more than compensated for by the 
provisions which eliminate the sharing of sinks and toi­
lets." 

Regarding the lack of requirements for acceptable heating facili­

ties and for window screens, the city stated: 

"A requirement for central heat would. encounter serious 
public opposition and be completely impracticable for 
existing units. 

"Window and door screen requirements. 
The health officers of the community do not as.yet believe 
them to be essential." 

In the data submitted, the city did not establish target dates for 

the adoption of these minimal code requirements. HHFA,in its 

evaluation of the city's request for recertification of its work­

able program, recognized that, when compared with housing regula­

tions recommended by APHA and with regulations adopted by certain 

other major cities, ·Cincinnati's regulations were weak in several 
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respects. Nevertheless, on August 28, 1956, the Administrator, 

HHFA, recertified the city's workable program. This recertifica­

tion provided for an expiration date of July 1, 1957. 

Prior to the workable program's expiration date of July 1, 

1557, the Hou~J_ng and Home Finance Agency entered into planning 

contracts with the city for the Queensgate I urban renewal project 

and the Avondale I-Corryville urban renewal project. 

After Cincinnati's fourth workable program expired on Novem­

ber 30, 1959, the Administrator withheld recertification because 

the city had not made reasonable progress in correcting basic hous­

ing code defic:ensies, the correction of which was coniidered es­

sential by HHFA. On March 14, 1960, the Chicago HHFA Regional Ad­

ministrator advised the City Manager that: 

"Having reviewed the Workable Program Recertification re­
quest for Cincinnati, this office is ready to make a rec­
ommendation to Washington. However, we fipd that the 
regulations affecting existing dwellings and dwelling 
units are still seriously deficient. Before recommend­
ing recertification, we must have assurance that these 
deficiencies will be corrected. Such assurance is espe­
cially necessary since adequate housing regulations are 
essential in order to effectively carry out rehabilita­
tion in the Avondale are&, 

"These deficiencies concern the lack of a requirement 
for: (1) a bathtub or shower, (2) a lavatory, (3) sup­
plied heat, and (4) window screens." 

Although the city failed to correct the basic housing code defi­

ciencies which HHFA considered significant, the Administrator cer­

tifi.ed the wor~:able program on July 26, 1960, for the fifth time, 

on the basts of the clty's statement that a committee had been 

formed to study approprite modifications to its housing code. 

During the interim while the Administrator was withholding re­

certification of the city's workable program, the Chicago Regional 

Administrator executed a contract with the city in April 1960 
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which provided for loans of about $30 million and grants of about 

$16.4 million for the Queensgate I urban renewal project, even 

though the significant deficiencies in the city's workable program 

had not been corrected. 

On September 14, 1960, the city enacted an ordinance requiring 

a method of heating all parts of dwelling units to a temperature of 

70° Fahrenheit in zero weather. However, this ordinance was inter­

preted by the Cincinnati Housing Bureau as follows: 

"This ordinance should not be interpreted to mean that a 
landlord is required to furnish the heat itself. The 
ordinance clearly states that it is the landlord's re­
sponsibility to furnish a method of heating the dwelling 
u,it and this has been interpreted to mean an approved 
flue with gas piped to a convenient point below it." 

The APHA model code requires heating facilities which are 

properly installed, are maintained in safe and good working condi­

tion, and are ~apable of safely and adequately heating all habit­

able rooms, bathrooms, and water closet compartments in every 

dwelling unit iocated therein to a temperature of at least 70° 

Fahrenheit at a distance 3 feet above floor level. HHFAofficials 

informed us that the Cincinnati heating ordinance fails to meet the 

requirements of the model code in the following two respects: 

1. The interpretation that only a flue and a gas pipe are re­
quired assumes that each tenant owns a space heater. How­
ever, in an existing building catering to low-income ten­
ants, there is no assurance that adequate heat will be sup­
plied if the tena.nt does not own, and cannot afford to buy, 
an adequate heating unit. 

2. The sa:ety of space heaters is questionable. An inspection 
in 1960 of 5,428 space heaters by the Cincinnati Housing 
Bureau showed that 1,013 or 20 percent were unsafe. 

After the certification expired, the Administrator denied the 

city's request for a certification for the sixth time because the 

city still had not corrected three of the basic weaknesses in the 

housing code--requirements for a bath or a shower, a lavatory, and 
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window screens. However, in February 1962, although the city did 

not have a currently certified workable program in effect, HHFA ex­

ecuted another contract with the city which provided for loans of 

about $10 million and grants of about $9.2 million for the Avondale 

I-Corryville urban renewal project. 

The execution of the loan and grant contracts with the city 

for Queensgate I and Avondale I-Corryville projects did not techni­

cally violate the workable p~ogram requirement of the act which 

provides that no contracts shall be entered into unless the Admin­

istrator, HHFA, has approved the locality's ~orkable program. The 

recertification on August 28, 1956, provided that the certification 

would expire July 1, 1957, except that the certification would con­

tinue in effect after that date for (1) certain title I urban re­

newal aid, (2) low-rent public housing aid, and (3) certain mort­

gage insurance programs. For title I urban renewal aid, the certi­

fication continued, in effect, 

"To provide (subject to applicable requirements) Federal 
assistance under Title I of the Housing Act of 1949, as 
amended, for any urban renewal project in the locality 
respecting which a contract for advance or other Federal 
aid pursuant to such Title I (including a Letter to Pro­
ceed or other authorization for planning or project ac­
tivities) is executed prior to the Expiration Date." 

This provides that, when HHFAhas entered into a contract with the 

city for a planning advance for an urban renewal project, HHFA 

could enter into a contract at a later date to extend Federal loan 

and grant funds to the city to carry out that project without re­

gard to whether the city was making reasonable progress in meeting 

fundamental workable program objectives. 

The recertification of the workable program and the propriety 

of the execution of the loan and grant contracts under such circum-' 

stances is questionable because the city had not provided the means 
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for effectively dealing with the whole problem of urban slums and 

blight on a community-wide basis. 

13· 



AGENCY'S COMMENTS AND CORRECTIVE ACTION 

In a letter to us dated May 22, 1963, the Administrator, 

HHFA, stated that Cincinneti's housing regulations had been grad­

u9lly improved over the years during which the city had partici­

pated in the workable program and the urban renewal program. He 

called our attention to numerous sections of the city's housing 

code which had been reenacted and brought up to date since its 

inception in 1933 and listed many code improvements which the city 

had identified in its 1959 request for recertification. He stated 

also that the city had enacted an ordinance requiring that, after 

January 1, 1967, all existing dwelling units must have a bathtub 

or shower equipped with hot and cold running water. Regarding the 

city's heating requirements, the Administrator stated: 

"The [Cincinnati] Housing Bureau's 1960 annual report 
states in part, in this connectiqn: 'This is done be­
cause the individually owned space heater is a firmly 
entrenched and accepted means of heating apartments in 
older buildings. There are an estimated 50,000 of such 
space heaters in use, (in Cincinnati) and so long as the 
heater 
to be 
'While 

is well regulated, and p
a satisfactory method of 
it is true that there is 

roperly vented, it seems 
heating habitable space.' 
some hazard involved in 

the use of any type of space he
be unreasonable and unrealistic 
tion of central heating plants 
year old tenement buildings, wh
built for stove heat." 

ater, it would appear to 
to require the installa­

in Cincinnati's hundred 
ich were designed and 

We recognize that, as a practical matter, a city cannot im­

mediately include in its housing code all desirable standards and 

that a transitional period is necessary. However, the fact re­

mains that HHFA (1) on two occassions refused to recertify the 

city's workable program because of the city's failure to correct 

14 



basic housing code deficiencies, the correction of which was con­

sidered essential by HHFA, and (2) made urban renewal funds avail­

able to the city for the execution of urban renewal projects al­

though the city over a period of time had' not corrected the basic 

housing code deficiencies. We believe that HHFA should withhold 

recertification of workable progra~s and urban renewal funds from 

communities that do not make reasonable progress, over a period of 

time, toward providing essential minimum workable program require­

ments. Further, we believe that withholding recertification is 

not really effective unless financial assistance is also withheld. 

In our report to the Congress on the review of selected phases 

·of workable programs for co~unity improvement under the adminis­

tration of the Fort Worth regional office, HHFA (B-118754, Decem­

ber 17, 1962), we pointed out that the Administrator, HHFA,· re­

peatedly recertified workable programs of cities which showed no 

appreciable progress toward correcting serious workable program de­

ficiencies. We s~ggested that (1) _the Administrator require more 

meaningful evaluations of all elements of the workable program and 

stress that these evaluations should be concerned with reasonable 

progress by communities in meeting workable program goals and 

(2) if such progress is not made, workable program recertification 

be withheld. The Administrator· informed us that his Agency en­

dorsed the suggestions and was employing, and would in the future 

pursue, every means for carrying them out. 

In commenting on our.findings relating to the administration 

of the requirement for Cincinnati's workable program, the adminis­

trator informed us that he reendorsed the suggestions. 

The Administrator informed us also that it had been HHFA's 

policy, prior to December 1961, to consider that the workable 
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program requirement of section lOl(c) of the act had been met for 

any project for which a workable program was in effect at the time 

a planning advance contract was executed. He informed us also that 

the Agency revised its procedures in December 1961 to preclude the 

execution of a loan and grant contract for an urban renewal project 

unless the locality had a certification or subsequent recertifica­

tion of its workable program in current effect. In addition, the 

criteria established by the Administrator for use by his staff in 

evaluating workable programs have been strengthened measurably 

since the completion of our field work. The revised criteria pro­

vide that, before a community's initial workable program can be ap­

proved, the community must establish a target date for the adoption 

of nationally recognized model codes or codes that provide techni­

cal and administrative st,ndards comparable to those in the model 

codes. The target dates for adoption must be during the·first year 

after the original workable program certification. The revised 

criteria.provide also that, before the workable program can be re­

certified, the community must have adopted all the codes for which 

target dates were set under the original submission. 

We believe that proper implementation of the revised policy 

and criteria will aid in achieving the objectives of the urban re­

newal program. 
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SCOPE OF REVIEW 

Our review of the administration of selected phases of the 

workable program of Cincinnati, Ohio, was made at the HHFA regional 

office located in Chicago, Illinois, and at the city of Cincinnati, 

Ohio. Our examination included: 

1. A review of the basic. laws authorizing the program and the 
pertinent legislative history. 

2. A review of HHFA's policies and procedures and its admin­
istrative regulations applicable to housing codes and ordi­
nances. 

3. A review of s.elected transactions and related correspond­
ence, documents, and other data pertaining to the housing 
codes and ordinances of the city of Cincinnatio 

U.S. GAO, Waah., D. C. 17 
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A•r:octr.t~Ol\ know• a •• , ba~ld Cla p.:obl.::ma, wa ar..> t~ylna to aalvo wi:·:. 
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: ·:le :..·::;."lort prepared by r>a.uJ.ZLnmert of the 
C ummunity Facilities Divloion ir:. San Francisco 
o•· tho ,t,~~~e power line controversy is, in • ,. 
my vie,.,. an excellent job anc11 l.ope you wlll 
~:;::..:l& o::i my .ipprecia.tion to Mr. :~mmert. 

Lee C. V!tite 
Aa3ociate Si,>eclal Counsel 
to the Pi.•enident 
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THE WHITE HOUSE OFFICE 

ROUTE SLIP 
(To Remain With Correspondence) 

PROMPT HANDLING IS ESSENTIAL. 
TO Dll'Ntol'ollll• ........ tile... WHEN DRAFT REPLY IS REQUESTED 

THE BASIC CORRESPONDENCE MUST 
BE RETURNED.IF ANY DELAY IN 

Ate..._., M1r, Wllltew GanF 
SUBMISSION OF DRAFT REPLY IS 
ENCOUNTERED,PLEASE TELEPHONE 

......... Aaaletaat OFFICEOF THE SPEOAL ASSIST ANT • 
Director 

Date Apl"ll lh 1-. 

FROM THE SPECIAL ASSISTANT 

ACTION: Comment ______ _ 

Draft reply _________ _ 

For direct reply ________ _ 

For your information ______ _ 

For necessary action ______ _ 

For appropriate handling ______ _ 

See below _________ _ 

Remarks: 

OPO ll-718'H 

By direction of the President:
Ur. to Pr••·• 4/20/64. from aobert C. 
Weaver. Adminl•trator, Houlq It Home Ralph A. Dungan
l'lnallc• A1ency • 11&bmlttba1the report of th• Special Assistant 
Houtna aad Hom• Finance A1ency on employmeat. to the President 
man11ement lmproyemeau. and co1t reductlou 
for th• qurter e11cUn1 March 31, 1964. 

Nothin; 9lse sent to ( / ·/ 
arf c~tral :i'ile3 ns ot ._lfJ-~/~~ 
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,rA1:aAIGHT \VlRE April 17, 1964 
~ 1~. n.;;_-M-0J~ 

ST~9 
~ ~ E~J t.f· .. 
~ ·-.... 

.Honorable Johil W. King 
Goveruor of New .&mpahi.re 
Concord 
t;ew Ha.mpshire ( 

lt!ra. Johnson joins me in expressing to yoa. our deepest sympathy at 

tho loss of your fa.tl'w~. 

Our th011ghta are with you and your family. and. we pray that C.-od 

will bless youa:1d help you to peraave-.ro throughout the cc difficult 

and rnoun!ul da.J•• 

L'YNOON ll • .JOHNSON , 

CC: Mr~ Holben. 

Central File• t l l 1' ' " 

I 

CC: H~norable Fr~d A. Forbes 
. • p 

Assistant Administrator,. Housing ~n~ H?me Finance Agency 
• • •• \ • .,1 

\ . 
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April C,, 1964 

Dear Fred: 

h1y speedy departure from the White Hou$e 
prevented my having the time to call on yo~ 
pe:roonally to let you know how greatly I ap­
preciated your guidance, help and support 
during my tenure as Press Sec:r.etary. 

Tho association we developed over the years 
mean.a a great deal to me personally and pro­
£essionally and I hope you'll accept these in­
adequate words as a measure of my thanks 
and appreciation. 

I would be pleased i£ you would e:,,..1:endmy sin­
ce-r~ thanks to- the. l'est of your abl~ staff with 
whom it was my pleasure to.be aaaociated. 

I hop~· it won't be too long before seeing you again.' 

Sinc.erely, 

Pierre Salinger PS:ecc 

.I 

r 

Mr. Fred A. f orb es 
-·.·:-··AsGistant Administrator (Public A£fai,:s} 

Housing and Home Finance· .Agency. 
Washington 25, D.C. 

l .. 

, . . ' ..... ·.--
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---~1 ... Clark 
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~ 
.,.,,.. ..... -rs ... .....,_ 
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FebruarL~8, 1964 
~ECUTIVI 
rtivs­

1 
1 

cHRoNoLOGY OF ACTIONS WITH HHFA 
ON PLANNING FUNDS FOR 1964 PROGRAM 

February 9, 1962: Original application dated January 25, 1962, forwarded 
by BRA General Manager. This application requested an 
advance of $538,500 for planning funds under the terms 
of PL 560, 83rd Congress, as amended. This advance 
was requested in order to plan the public works which 
now constitute the 1964 Program of the Brazos River 
Authority. 

February 9, 1962: HHFA acknowledged receipt of application and assigned a 
project number of P-Tex-3132. 

June 15, 1962: BRA requested that original application and appended data 
be disregarded and that amended application dated June 15, 
1962, be substituted therefor. This application requested 
$140,000 for preliminary planning and $400, 000 for final 
planning, or a total of $540,000. 

Letter of transmittal also requested that payment schedule 
of 25% increments based on preliminary and final planning 
funds ($540, 000) be approved. 

July 18, 1962: Agreement tendered by HHFA granting $140,000 for pre­
liminary planning work. 

July 23, 1962: Agreement accepted by BRA. 

September 27, 1962: HHFA check for $42,000 was received by BRA. 

February 9, 1963: HHFA announced approval of an increase of $127,000 (to 
$267,000) in the advance for preliminary planning of the 
project. 

February 14, 1963: HHFA acknowledged a request for increase in the amount 
of planning advance but indicated that "at this time we are 
in a position to offer additional financial assistance in 
connection with preliminary planning only, without prejudice 
to your right to request additional funds for final funds durinJ 
the next fiscal year." 

Accompanying this HHFA letter was an Amendatory Offer 
which (1) increased the Government advance from $140,000 
to $26 7, 000 (2) spelled out the additional preliminary 
planning cove red, -and (3) specified January 19, 1964, as 

completion date for preliminary planning. 

-1-



February 19, 1963: 

ri.,February 20, 1963: 

March 5, 1963: 

April 29, 1963: 

May 28, 1963: 

January 1 7, 1964: 

January 21, 1964: 

January 22, 1964: 

February 3, 1964: 

February 10, 1964: 

Amendatory Agreement executed by the Authority and 
forwarded to HHF A. 

Letter to HHFA suggesting a reimbursement schedule for 
funds advanced on preliminary planning. 

HHF A approved reimbursement schedule. 

Copies of Board action ratifying acceptance of HHF A 
Amendatory Agreement by President Fox, forwarded to 
HHFA. 

HHFA check for $42,079.27 was rece.ived by BRA. 
\ 

Letter dated Janua~y 16; 1964, together with supporting 
data was delivered to HHF A. This was a final preliminary 
planning report at a cost of $226, 892, with a request that 
the unused portion of the grant for preliminary planning 
($267,000 minus $2"26, 892) be included in the request for 
final planning. The amount l'equested concurrently for 
final planning was $313, 108. 

The urgency of expediting the additional grant for final 
planning purposes based on commitments with respect to 
land acquisition was explained to HHF A. 

HHF A acknowledged receipt of application for planning 
advance in the amount of $313 1 108. Project number changed--=-
to P-Tex-3217. Shortage of funds available to support the 
program indicated. 

Further inquiry made by HHFA concerning grant-in-aid. 

BRA informed HHF A that data requested concerning grant-in­
aid was included in Enclosure "K" to application for final 
planning funds. BRA again emphasized the necessity for 
prompt action in connection with the final planning phase of 
this project. 

Texas State Department of Health in letter to HHF A indicated 
interest in project particularly as a possible source of 
additional water for municipal use for communities in the 
vicinity of the proposed project, and also indicated that 
clearing of the lake should be considered in order to protect 
the water quality. 

BRA Assistant General Manager discussed project with Mr. 
Douglas Porter of HHF A. Mr. Porter indicated that the 

-2-
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February 

February 

February 

project had cleared Engineering Section a few days earlier 
and was now being processed by the Legal and Fiscal Sections. 
HHFA's main concern appeared to be related to ownership 
of the DeCordova site. No difficulty was indicated in con­
nection with the final preliminary planning data. It was 
indicated that the request for final planning funds would be 
forwarded to Washington within one or two weeks. Mr. 
Porter promised that BRA would be contacted if any hitch 

I
developed. 

19, 1964: Assistant General Manager in telephone conversation with 
Mr. Porter learned that application for final planning funds 
was still in the hands of the Legal Section. Mr. Porter 
again promised to call if any difficulties were encountered. 

20, 1964: General Manager in telephone conversation with Mr. Creel 
of HHF A office learned that project was still being processed 
by the Fort Worth office. Indications were that the Fort 
Worth office still did not recognize the urgency of the project 
and, when considered with other projects being processed by 
that office, the project appeared to have a low priority. 

25, 1964: Director Provence of BRA called and indicated that on 
February 24 he had talked to Mr. Collins of the Fort Worth 
office of HHF A concerning the request for funds. Mr. Collins 
indicated that ( 1) the project was still being processed by the 
Fort Worth office (2) there was concern over the problem of 
site ownership (3) other means of financing the additional 
planning work were being considered or investigated (4) funds 
available to HHF A for this purpose were limited at this time 
and (5) he would follow the project all the way to Washington. 

T. B. HUNTER 
Assistant General Manager 

-3-



March 2, 1964: 

March 3, 1964: 

March 9, 1964: 

cc: Mr. Harry 

3/12/64 

SUPPLEMENT AL 
CHRONOLOGY OF ACTIONS WITH HHF A ON 

PLANNING FUNDS FOR 1964 PROGRAM 

Mr. Douglas Porter of the Fort Worth office called the 
Authority and talked to Mr. Bryan briefly. He indicated 
that the Fort Worth office was concerned with two prob­
lems, one involved the time when construction would 
begin and the other had to do with ownership of the site. 

The Assistant General Manager called Mr. Porter and 
followed up on his discussion with Mr. Bryan on the 
previous date. Mr. Porter explained that a new policy 
was now being considered by HHFA and that there was a 
feeling that agencies which could place projects under 
construction within six (6) months probably required little 
or no advance of funds. He suggested that the Authority 
write a letter to them and request that the date for start 
of construction for the DeCordova Bend project be changed 
to "late in 1964 or early 1965". This was done. Mr. 
Porter indicated that the problem of a waiver on the owner­
ship of the site would have to be referred to Washington 
for decision. He inferred that the request would be for­
warded to Washington that day or the following day. 

A check from HHF A and in favor of the Authority in the 
amount of $142,812.04 was received. This is the final 
settlement in reimbursement for costs incurred in the 
preparation of preliminary plans. 

T. B. HUNTER 
Assistant General Manager 

Provence 
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HOUSING AND HOME FINANCE AGENCY 
omCE OF THE ADMINISTRATOR • wASHINGTON 25, D.C. p:.G L ti ~---

Federal Roaainv Admual.trolloa 
Pllhlio Hou1Ja9 Admlllllatrotioa 
Federal Kolloa.ol Mor19Qve ANoololloa 
eo-...ilJ Focilllle■ AdlDial■trotloa 
UrbcaalluewalAdal.a.llllrolloa February 12, 1964 

MEMORANDUMFOR: Timothy J. Reardon, Jr. 
Special Assistant to the President 
The White House 

FROM: Fred A. Forbes 

SUBJECT: Memorandum by the President of February 3rd 
on White House Mail 

Since our meeting with Assistants to Cabinet Officers and Heads 
of Agencies, I have completely checked out our routine for 
answering White House Mail. 

We have no problems in this Agency. This mail all has a priority 
and is expedited within a 24-hour period. 

We further have no problem of delivery of this mail. It comes to 
our mail room and is sent to the appropriate department for handling. 
Through Mrs. Edith P. L. Gilbert, Assistant to the Administrator, 
this whole program is carefully watched, and we will continue to 
process this mail in the 24-hour period. 

~~(- -
AssistantS\dministrator 

{Public Affairs) 

https://Kolloa.ol
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PRDimlff'S PUSQIAL M1rOORAPHnLa RBCClRD 

Date N&iled1 '· r, 18, l9A 
~ ' ' 

It• AatogzapW1 • • :•. ( ) lftd. te HClll8e CUd 
( ) Alrtogr&Jlla Albua 
( ) llook 
( ) JPlret ~ Cewr 
( ) s..,,..lr Pngru 

( Z ) Pllotopapll d tlle Preeidnt, turaielled .... 
tar d:fi• 

( ) Pllot09rapb o:f the Preeideat, :funaielaed 
tarparty beiag autegraplaed tor 

( ) Pllet09l'apll el Pr .. i ... t with --­ ' . 
• 1 .. 

( ) N•••I• COW.r.. ( ) N_,..,.r Plat11re 
hrtller dNerlpti• et plletograpll 
i:f --•aary• 

( ) Otber 

.. 
.. -' 

•---

. , .,, • r 

.. ' ... 

, . ..:.~. ·., .. 
f I • 

.. 
' ' 

JPor .-ny nber , ... cae to wlloa addrHeed or dellwred1 

. .' . 

-K 
S•t er delivered to, Jlallanltla ••~ 

Mldalnnte 
__ ... _rs, 

c. v.wr 

a•Ja•-'1 
wallldllpaa, D.O. 

,.. 

CB ,1 
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HOUSING AND HOME FINANCE AG!NCf -
OfflCI 01 TIii ADMINISTRATOR • W ASBINGTON 28, D.C. • 

federal Ho--. AdalalalNalloll 
PulloHo .... ~lln 
, ................... .a_ .. •••c-a....,, ........ ,..,.., ... 
UrbealleMwel............ JAN 2 4 1964 

MEHORANWMPORa Honorable Lee C. White 
Assistant Special Counsel 

to the President 
The White House 

SUBJECTI ?More complete· specifications with regard 
to certain function in Section 6(a) of 
"Specifications for a Bill to Combat 

.Poverty" 

;·
I 

.... 
In response to the request for more complete specifications 
as to how the enumerated functions listed in Section 6(a) 
of the Specifications for a Bill to Combat Poverty would 
be carried out, received under cover of your memorandum 
of January 21, 1964, I am submitting the enclosed statements. 

k. /d • 
Robert C. Wea~ 
Administrator 

Enclosures 

·•·.~ ........._... 

' 

•i:{~fog els;:~~~ . 
__a raJ. ,11ea aa ~ ~-~.::>,/4,t'0 
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WASHINGTON 
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I Dear Mr. President:
I p, 
1 :.., ·;, 1 1n response to your request at the Cabinet meeting, Friday, January 
l, /Y·~:/~o _ 17, the Department of the Interior will effect at least a ten percent 
., ; (f.§ ' l ..J, reduction in the publications program. 

-1[111, . 
1. 
I This reduction of public costs will be effected through: f
/: {

A. Elimination of some publicati~ns. 

B. Consolidation of other publications. I 
c. Elimination of expensive bindings for gift to VIP'••I. ~ i: 

ID. And, last but not least, through tighter editing, use of 
less expensive papers, and utilization of lees expensive. 

\ printing meJ,hods. I 
, 

This program will be guided so that research, data collection, analysis 
and other preparation work will remain at the same high level. The 
Department of the Interior feels particularly responsible to keep its I. 
publications accurate, since 90 percent of the total number of our I
publications fall in the research, technical and scientific categories. 
The remaining 10 percent are in the general public interest category. 
Most of the publications of Interior are widely used in the public and 
private educational facilities of the country. I 
Implementation of this ten percent cut by Interior ia now being pursued I. 
vigorously. 

t.. 
I 

t 
' !• 

t 
' 

The President 
The White House 

I'. 

~-

I , 
---------· ------,,.-· 

.. .... • 
~ --·· I .. ,, __ • 

Secretary of the Interior 
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EXEC~riuV~ r .. 

l'ff3-3/A. ~/ 10',·~c
STRAIGHT WIRE January 23, 1963 

~C;/!fe .. l\.~ 

w~ 
Honorable Ro!:>ert L. Mallatt, Jr. FS icf-~Mayor of Ke~ne ><. 

Keena 
New Hampshire 

I IL'n delighted to learn that Keene, New Hampshire, .bas joined 

the war against poverty to which I have dedicated myaclf and this adminis­

tration. Aa we all know, povel"ty is a nation.al problem -- a problom 

which needs to be attacked and conquered in every private home, in 

every public office, in every local community throughout the Nation. 

Keene 'a "Task Force Poverty" is a particularly gratifying accept• 

ancc of my challenge. •To you. M.:..yor Mallatt. and to all those public 

oUicials and private citizens of Kocne Joined in this effort, I send my best 

wiahes and the hope tl-iat in this land ol plenty, poverty will aoon be completely 

eradicated. 

Lyndon B. ·Johnson 

CC: Mr. Holborn 
Central Files 
PR Unit 
Mr. Salinger 
Mr. Rea.rdon 
Honorable Fred A. Forbes, H & HFA. 

LBJ:MS:mb. 

t' ' ., . • ' ,, t\ 
• . . ... ~", '.1·' ,. 

,: • \ . 
\. 

,.. 
\ 
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u.... Execud..- <n•~ lUl6,. whlcll ••te.bUab .. tile Pn.W.e&•• 
CemmlteM oa Ceaemn.l' ........ •• 1ila&dof oaell l" ... Rl 
upl1tm.em •• •secy which le to " .. ,...._... oa .._ Co -
m,._• ltJ to dutpate one penoa wile aall N aa ••ld•tam HC• 

_,...,. •• an otftdal of --,a•W• nu to ••n• •• • mem..,_. 
., .. CommlttH. 

Mn. &..»Mr Peta•--• my lptclal ••••taat to• Coaamn•• 
AUat.n. wU1••rn •• a.at.,,._ of •• c.mmlt&M. WW you. 
~• Wo•.m ••• ~••• •• •ooa aa ,-..&i.i. wtaom J01l 
a~• --'r••• e. RJW .... t,.. oo •• CAmmlUiH t 

U t. lm,..._. di.at M.r1 • ..._NOii 1M ,...,. ,.u __,...._ 
..s •.,on tn th.t• ---~ ._,...._ ._ ~ '-IP' ..tt 
•tallu4 ••••--- wblcb.ialON .................... . 
....... ._ • •• eomm--. .... ••t tenth .. ,._ Ex•~ 
one •. 

Ja ............, 6.1.&QommStt•. 1 bav• dlncMd daat it cwt.a• 
•• J'..._l ~• .,.. ..-1rana• ef ~ tm,..._. • 
cw11m•r•• -l ~ COIIM•• that_... a,-cy wlllelt taa. cea­
..,.~ ,n.-11n11 wU1 u•lp a bip pftffl. • .__.._a lta 
,. ..... pao1nm• a.ad ,_..._.. eo 1-•• tu1. la lta ..... . 
au 1"k of ...... tu polalk ..._. ••• e ... WJ1•r --. .. .... 
wW. 1N .._ ntOI'• ~ c-W.ndaa .. 

H._.W.R4MnC. W•ve• 
,Admbdnatos-
K ...... ud H-..e F--c• A...., 
w........-. D. G. 

LBJ :.EP: ceb 
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EXECUTIVE 

FI;-;;_ 
HOUSING AND HOME ·FI~ANCE AGENC_Y 
omCE or THI ADMINISTRATOR • WASHINGTON25, D.C. FG ,;LJ/~ 

fed•ral Hoaolaq Adm1nl.tMtloa 
Pahllo Houmv Admiaiatralloa JAN 21 1964Federal National Noitvave Aamolalloa 
CoaaaDIIJ raclllll•• Adlllialltralloa 
.U•bo.• lleHwal Admlahb:alloa 

Dear )Ii'• President I 

In accordance with your memorandumot November ~, 1963, I am submitting the 
report ot the Bousins and BameF1mnco Agency.on coat reduction actions taken 
during the put .,.r and on my plans ror further atepe to 'be taken during the 
caDing year. 

'l'lle enclosed report, 1n the format 8Uf'D&ted b7 the airea.u ot the Budget, out• 
·lines the specific actions and plans~ this Agency and 1ta constituent organ• 
1zations tor cost reduct1ona an4 incroo.aed efficiency~ 

'l'hroughout the put year I have placed increased emphasis on more efficient 
and economical operations, aa have th'3 heads ot tha constituent organizations 
of the Housing and Hcut Finance Agency. Wehave updated and ex.panded our 
managementimprovement. program. We h3.ve developed a manpower control and ut1• 
lization program 1n response to President Kennedy'• directive of October ll, 
1962, and w have mde -91gniticant progress in it• implementation. 'l'lle :results 
to date, wile prelimin&r)', have been encouragi~, and I am directing that 
these progrema be accelerated during the coming year. • 

1'hese programs produce a cont1m1ng flov ot specific changes and improvements 
.in the ways in vhicb the Agency and 1 ta const1 tuents carry out their work~ As 
would be expected, mny ·ot these che.r~ea are relatively mioor and .the savings. 
in each case are correspondlngly. smeJ..l.J 1n total, however, they.have produced 1· .. 

sign1ficant results. During the i,ast year, thosa improvement: actions of the .. 
Agency which can be eatittated 1n dollar terms have produced saving ot· more than 
$4 milllon in our. coat ;ot operations. .1!118-aaving 18, 1n tact, a continuing· • 

. one, since _'the one-time savings 1nolu4ed. are counterbalanced by savings in . 
effect only a part ot the ·ya.rand which are theretore included at·onl7 a tr&a;.. ,.· ·:.l!· 
tion ot their annual rate. • • • • • • • • • • 

..• In· addition, increases 1n user ~gos through inc~ed FHA.tees produc·ed •. ·:... 
· • . approximately $3,,:x>,000_laat yearand.will produce ·anestimated tr million· , . , 

annually. . Also, the A69ney has progr'BmlDedor completed tiscal actions to• re• ·• .. ~. . 
duce b7 $650 million at· the end ot t:Lscal year. 1965 the. amow1t ot Government.··.:: .• · : ...· •/ 
.fwlds Vhichvoul4 othervi•• have. bee11 Ued lq, in. l.cmg-term investments._ • ...... •...: •.. .., ... •. 

. ,· ··.•·.' .', . .:· ,,}' • 

• 'l'hia Agency 1a -ged vith. reaponsibill ty t~, a •number ofneweynamic pro-. '.i : . . , ·. ' :I 
grams, 1n expandiDg areas ot public ~rvice. ·Consequently,- these savings must_ •. • 
often .be reductions trail amounts w1oh wuld otbervise have been required, ... 
rather .than reduationa • from an ex1at1ng., static lffel. Since such reductions.·. , 
enable the Ageney to meet expand111g mtioml. •needs through increasingly et• ·.• • ·;• :. 
ticieut uae ot clollaN. and manpower, I feel tbat they are real and valic1 sav~ •. • · •.•. . · 
inp •. , 1'heae aannsa baw \>een taken hlq into acCOUD't ln ou budget proposal.a·
tOJ".ftacal. ;,..n ~ an4·1965. ·. · • · • · .• ·. · - _. '.. • · 

'• .. . . . . .... .,·, . ' .. ', .. 

. . 
•'' ' '' ' ' ' 

~....---·-----·---------- .....-......------.-..-, .""'·;.-_.....-----------.:--
/. •. ', ,··. ,..·; •... : . 

. :·•'' ... • .., 
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Tlm 'lo.1lIITEHoo<~ 
Washington. 

llon<)!"Wllt, I.utht'lr It .. l~a 
fk· ~:::--~ Of' Co.~ct 
l.'u!i.'.h!ngtun, D. C. 

~ to too autllortty eont.nirJa4 :1:l the- F\:lbllc: Uol'ka Al)P%'0Pr:t.ation 
Act, 1964, l h~~y oJ.loo¢te tl.\'.lUlth& ilPPl"OVI".1.a.tion~r P\lb~a \;1Qriw 
AoQ:elcntiO'I.U 

To A:~1::rt,
• p ti •• -

l,)(fi)ffl;"t,..~t ot JI.7.iaJ.th.~~t10fa,. 
ma ,~olfnn,, $7,.00:, ,.Ct1() 

ttou.r:._ne;End ll1.'IC:l0 ~Fin&nc:o 00 _.<)()), 000 
. ~"tr.lt!nt ot tbt IntoriM 1 ,coo4009 

~otal. ~.<JOO,OOl 

to 00- ~\cd 1),- tiaid ~e# to'/! tlu, htlticttian 01" ~t,l."!mti.on ot 
public, ~4'!J pn>J®ttJ M eautb~l!td b:tPublic w·.1 07-6~ tt.J,,i»,"DVed 
f.'?~t~ 14, 1962, a.'14M cc:rt :forth~~ lotwr to~ ot January 2p 
l~Ol., ~ tu11dn hi3~ l'IJJ.occ.wd sllnl.l 'bo ait¢ile.blo ~ 1'or pr,:>Jcc.'t 
~:r.:.an.:e•• ~xcopt that ~'JJO,000 of 1:.bo~ ru.llxnstcd to mu," ~ 1;,o 
utill.zed. :ror-ethn:1.n1~tn.t.1vo a~~ u ~ in ~ Q\lt th1a 
pl~..._• 

In G(ldition, the follmd?,g enau.n~w:'IO all.ocated 'fO'r the ne-ccs~ coot$ 
of' ~1:rt:,:,rin.z thG 1l.u.tie.t1on or accele-:rc:t.ian oe'tl)e pJblla Wl'kS 
FOJttcte tin..~ed ~ ~ 6lr~rl.at1ans: 

6.-~~\ 
~nt at c~rec­ $3~.ooo 
tAepa1.1:.L'lcnt~ Bmutb., EducatiQa.1 

tantl t Ya.l.fnro 2'"°;0.,OOQ 
llo-..win& end ll0010 lt'.mmice ~mr::y . 1,~'>,f!)g, 

\:ill 7Cll ~ ~ for tha ~ce~ t...~flftr:t O't tundn fWl ~ ,. 
the 'ftU1ow, ~micl.en llhon th1U w betzn ~tAltld.. 

.., 
==-

https://l'IJJ.occ.wd
https://t,l."!mti.on
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HOUSING AND HOME FINANCE AG-rn"CY 
OFFICE OF THE ADMINISTRATOR WASHINGTON 25, D.C. 

Federal Housing Administration 
Public Housing Administration 
Federal National Mortgage Association 
Community Facilities Administration 
Urban Renewal Administration 

N1ll>lWDDI JOI& Lff 1111te 
the llhit• lblM 

Ive i• aaM ~ on the IDIU.an houilll act1n.t1n 

I tol410U about on the Jboneearlier toclq. 

I 
I 

I 
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IIDIAll Jl>tllDO PROGRAM 

!be public llou81Dg pJ'OfP'Ul for Iadtua oa llldia l'nenatiom atuted 
\Sider b ~ Admn1•tftt1oll bt lnt~~im ot the Put:>llc 
.,_tng MldoiavaU. and'- Bunau of lDdiaa Attain tbat •ucb 
• PJ'OSIWIWU 1-pllT i,end.Nable UDda exiaUq law. 1be nnt Pl'OJ•t 
(cmar ,0 llDita ot vbich are~ occupf.Atd) vu ooutncted oa tbe 
Pine JIWaltBenrlaUaD, South Duotla, and 1e al tbl CCllftlltioUJ. rental 
"1pe bouaia& with the except1GD ~ the OGD8"8'11W.,_1ng tacll4,ty ~ 
the elderll' wb1cb 18 the tint c0Dg1.'9pte taoUUo· UDder the ;pullo 
mJIUllinl pro • Altboqll Soutb Dakota hM bad a publJ.c houatag law 
tor a IWlli>er of ;rean, th1a Indian :pnJect vu b ts.nt public howliaa 
pro.1ect 1D that State. { 

!he ;public bouiq Indian program 1n 8lll',leftl Nceived a IIIIJ«-~ , 

l:lel»1n&to 

h'Oll a mectin6 o ~ Senators Manatield and Netcal:t on hl¥ 26, JS6J., \ 
attended b;r tbl Public 8'.,uaing Mm:tu1•....,t1oa, the~ o~ India Attafin, \ 
ad tbe Public Beal.th lenice at vb1ch al.1 ot tbue Apnclea apMd. to 
1110ft~ towarda al.ln1ate the aenou bouilag p.roblall 
that have enated ror ~ :rean OD tnd1aD Nfffl'atioae. ~ tlllt 1J 
a nud>er ot appJJ.catioas tor conventicnal pi,llc boua1Dg we ieceS."4 
and Pl'OC"Nd 1D the wnal JIJIIDDer. 

ID law 1962 the Public llausilai Mm:ln1•tnt1ce G8ftleped tbe 11U.tw.l.-bel» 
c cept and 1t vu agreed. to VT it on a teat bu1a at the Sc CU'loa 
Beffrlatica. 1D J.ri110U. ten ot theN bouea are lDldar coaatl'llct1aa aov. 
'1be ~ of the an:ual•hel» 1dM are •~ lov ftlltal. p1p911te, 
008ftftia ~ the ~t o1 i:n,u,a fWdl1a into boua!Da ...S.t.r, 
incats:vee ot bat OIIMftbQ and of ~ of the laiw lt1' \be 
OCCQUta, lad renltlDg, ec<mcmS.eein hdeftl aubaiq 09V tbe nonaal. 
naal•_,. progna. Al.'111Np it vu ade •21tlio1Ur cleu that tbe Sa 
Culoe noJeot vu to be a tat PJ'08Nlll oa thta oae naenaU., the 
Pf'lNlu'lv ot tm 1111"111.l-•~ OODCQ't vu so p-en "-t v. snater mai>er 
ot wd.ta anlied tor 'b¥ Indians ■ inc• that U.. bu beta for autnal•bel» 
bwalng. 

The 1m'eau ~ IDdSu Attain baa aareed ~ u•wne ~ 1'UU JUPOU1l>Uitiea 
nqu1nd tor edW1nSatnt1w eem.cee to tM appmta~ 1,500 \1DJ.ta ~ 
Jlllnual Nlf ..bal» houaUII DOVllldhonsed 1n tbe de-rel.aJ,aat ud ?29M&l at..... 

https://ec<mcmS.ee
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OFFICE OF THE ADMINISTRATOR WASHINGTON 25, D.C. ~ 
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Federal Houainq Administration 
Public Houainq Administration 
Federal National Morlqaqe Aa100ialion 
Community Facilities Adrninl1tralion 
Urban Renewal Administration 

Nr. N,yat1'el4an 
Depul7 lpecial Couuel 

totbePN8u.\ 
'Die 1111teJrou• 
1lulwlpDa, J). c. 20501 

DearNiDi 

!ht• 1• 311fta DOM U a ,..,_,_. of our GOUVV-lOll ........ 1ac 
1i1aepublioallGD of '1le ..,_, of t1II JINndn\ 1 e Cwil OD 

Aclnl• 1111• 1• a lle,an 111M ,_. ·- Gato.. 31 Ulll ,_. n­
...-.., 111PN.U.. St 41¥'• .... ial. ....... on jgtng Jan 
)W°• 1, bu been ...-1cme1 .,..i ttw 111Mlll'SJc• ., .. 
c............,i CGllld'11eu &DI ...-U .. llaft 'bellDNi■-1. &a to 
1lbrUael- 1, 1• N1nc "'llarf.AII•or .... 

I tla1nk it 1a a pal hpan 1 Nll•--1111 •114 adln.'71'f tbe 
PN.u.at' ■ c,..,tl, aal. tott 1lle ftrn \Sae ta lalflll7 ...iA 
·•ow .,_sna M0011Plt• I "8 caan ~ 'bUi• -, 
the Couaetl. It oou14 be ..a. ,.u. u a ------ of 1lbe 
Jll'elli4en ta bi ■ ....... tlai• .... 'llai• ---- NUl4 'be • 
'brtet u4 ,..S.Uw om 11111dall tbe ,.._.,_. IICOllpM the 
....,_ tr-. tlle CW11 Ull --• 1, a,atlal,le to 1lhe publio~ 
<Mbini•, tbe Me..... waJ4 ban to iaclUlla a re.Wit. ot the 
..,.._ &e a Id.Dor ~... , - WN1PC t.be Jiff■-- Md.11111111" 
i. •• dtecst.ift. 

I haft IIJlillll to Nie al otll.w people oa '1le Jll'eadl.eln '• COIIIIDil 
azd 111e7asne GIil Ille D11114t. luullal tlla Ml Oclobar 31 --' 
al.ollgwlthtlaelle ..... OD.Adlll• 

tiDaeN17, 



EXECUTIVI-~ •. ...., 

OfflCI or THI ADMINISTRATOR WASHINGTON 25, b. C: 

FIJ-J.> 

Federal Hou!Dq Admlalalrolloa 
Pr'-llo Hou1A9 Admhwl111Uo• 
Fecierc,l Notwaol Mo,tqa9• "-Satin 

Co-•IIIIJ Focllill" AclalalattGllo• -~ 1 0 1964' 
Urloaa .... _, Aolalal.er•-

'l'ho President 
The Wh1te Bouae 
Vaah1DgtoD, D. C. ~501 

Dear Mr. P.reaidents 

In responae to your JD811X)ran&.mlDecember 24, 1963, I have once againof 
revieved the co111Dg figures on year-end employment tor tbia Agency tor 

. the fiscal years lg6li. and 1965 which vere 8ff1ved at eal"lier 1D cliacua­
a1ona with the Bureau ot. the :Budget. 

In th1e process, ve have i&mtifted additional. reduct1ona.1n year-end 
employment tor fiscal year 1964totaling 75 permanent Joba. While tbi• 
is not a great number 1n itself,· 1t loans larger aa an a441t1on to 
actions eJre~ taken. Beton th.1• adJustment, 1964 employment far the 
Agena:,badbeen reduced by 6t;T positions, or 4.6 percent, belov the 
number included in the 1964 budget aa submitted last year to the Congress. 
W1th tbia adJustment, year-end employment is expected to be 772positions, 
ar nme than 5 percent, below previousq budgete<l requirements. 

Encl ot year ~ tor the lk>ua1ng Af!,enay, as :vmare aware, 1s sub­
Ject to a degree_ of uncerta1nty. 'l'he workload ot the Federal Bousil'lg 
Mm:1n:l•trat1on, tor example, depends lln important part on the extent an4 
e:oncentration ot build1ng actiV1ty 1n the spring buil.41.ng aeason. Simi• 
larl¥, tho workload ot the J'e4eral National Mortgage Aaaooiation 1a sub,. 
ject to rather substantial tluctuat1on.a 1n the volume ot JIX)rtgage ~• 
and sales as a result ot changes 1n the long-tem JIX)?lq market. While 
factors lib these, unf'ortunateq, cannot be predicted With precision, I 
believe that; the re<Juced em;pl.oymenttarget which you have requested 1s 
achievable and I shall bend ner:, ettort, 1n acoordanoetvith 1W1" :1niiftruc­
tiona, to see that 1t·11 uhievecl. 

\11th res}?eC't to emplo:/ment tor the end of fiscal year 1965, I do not find 
further reductions which l 'WOUl4feel Just11'1ed 1n propoaing to you nov 
below the levels you have approved for incl.wlion 1n the Budget. !L'hia does 
not mean that I have no hope ot 1Dlprov1.ng on these f'oncuta; it means, 
rather, that I do not haw tacta before me which voul4 pendt me 'tO 1c1ent11)r 
apeoific PQ1nts vhere auch 1m;p.covemont1a &tt&i.Jl&ble. 

https://1Dlprov1.ng
https://buil.41.ng
https://reduct1ona.1n
https://JD811X)ran&.ml


I• 
January 6, 1964 

Dear Mr. Adminiatratora 

Jt, The President on January third signed 
,!-f '/// ~ ~ ; Ii -

an KJtecutive Order entitled "Establishing the 

President's Colllllittee on Consumer Intereete and 

the Coll8Wller Adrlaory Council,• and aleo issued 

a statement, in connection t.berevitb, copies ot 

which are encloaed. 

Sincerely, 

WILLIAMJ. ll>fKINS 
Executive Clerk 

&norable Bernard L. Boutin 
Adrainiatrator ot General Se"1 oea 
Waehington, D. C. 
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Dear Mr. GOJQPtroll•~ O.neri.l: 

Tb!• · •• ·J9V.r letter of Decem---r. 
ttiln •tleat, ,.iacl ata1 a ~opy 

• _og,e8i'{OD the lnade4lUt• 
.and\ .otiie, w•ilta•••••- la 
'tlli· ·pl'o1ram ■ for mu:1111 

. ork:t ~ b,., C:Gmlllim,ity 
_hU ■ trad • , oulnj 1111dHome 

-.,cy. 

. \ed. 'that i,ro coat•-• •f -tbl• r-.port 
, t to· the IJ,lr.-ctor of 6• Baeau 9f 

. 

R&lpll,.. Duqan 
S~W-r.A■ ilatant 
to •th• Pu,Jdent 

- no b oa!JthCam,'Wll 
•, I so -~n•ra.1 .._.,,.._ 

I Uiut~d 1'Stat•• 
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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON, D.C. ZOS48 

B-118754 December 31, 1963 

Dear Mr. President: 

Herewith is a copy of our report to the Con­
gress on the inadequate collection procedures and 
other weaknesses in the Administration of the pro­
grams for making advances for public works planning,
Community Facilities Administration, Housing and 
Home Finance Agency. 

to 
Two copies 

the Director, 
of this 
Bureau 

report
of the 

are being
Budget. 

sent today 

R~tfully oursk 

Comptroller General 
of the United States 

Enclosure 

The President 
The White House 
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INADEQUATE COLLECTION PROCEDURES AND OTH"ER WEAKNESSES 

IN THE ADMINISTRATION OF 111E PROGRAMS 

FOR MAKING ADVANCES FOR PUBLIC WORKS PLANNING 

COMMUNITYFACILITIES ADMINISTRATION 

HOUSING AND HOME FINANCE AGENCY 

BY 
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COMPTROLLER GENERAL OF THE UNITED STATES 

WASHINGTON, D.C. 20548 

tore 3 1 19s3B-118754 

To the Speaker of the House of Representatives 
and the President pro tempo re of the Senate . 

Herewith is our report on the inadequate collection procedures and 
other weaknesses in the administration of the programs for making ad­
vances for public works planning. These programs are administered by 
the Community Facilities Administration, a constituent unit of the Hous­
ing and Home Finance Agency o 

The Congress has authorized three public works planning programs, 
the first two of which are presently in liquidationo Under these programs, 
interest-free advances have been made to State and local jurisdications 
(public agencies) to assist them. in preparing or maintaining a shelf of 
planned public works which readily can be placed under construction 
when such action is made desirable by the state of the national or local 
economy or by the acute need fo'r a planned facilityo The advances are 
repayable by the public agencies if and when they undertake construction 
of the planned public works. To June 30, 1962, advances totaling 
$118o4million had been approved for planning about 10,000 projects hav­
ing estimated construction costs totaling about $7 billion. Advances to­
taling about $51 million applicable to over 4,200 projects were outstand­
ing at June 30, 1962, of which almost $13 million was for over 1,700 
projects that had been determined obsolete, and active efforts to collect 
the advances had been discontinuedo 

A summary of our findings is included in the forepart of the reporto 
Our principal findings relate to (1) planning advances not recovered as a 
result of inadequate collection procedures and (2) inadequate reviews for 
determining financial fea,sibility of proposed projects,, The Commissioner, 
Community Facilities Administration, advised us that action would be • 
taken to eliminate most of the weaknesses disclosed by our review. In 
addition, we are recommending that the Commissioner strengthen pro­
cedures for reviewing construction cost estimates and establishing the 
financial feasibility of proposed projects before approval of final plans. 



B-118754 

Copies of this report are being sent to the President of the United 
States; the Administrator, Housing and Ho:rne Finance Agency; and the 
Commissioner, Comm.wiity Facilities Adm-jp,istration. 

Com roller General 
of the United States 

- z -
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REPORT ON 

INADEQUATECOLLECTIONPROCEDURESAND OTHER WEAKNESSES 

IN THE ADMINISTRATION OF THE PROGRAMS 

FOR MAKING ADVANCES FOR PUBLIC WORKS PLANNING 

COMMUNITYFACILITIES ADMINISTRATION 

HOUSING AND HOME FINANCE AGENCY 

INTROOOCTION 

The General Accounting Office has revie~ed the programs for 

making advances for public works planning administered by the COM­

MUNITY FACILITIES ADMINISTRATION(CFA), HOUSING AND HOME FINANCE 

AGENCY (HHFA). This review was made pursuant to the Budget and Ac­

counting Act, 1921 (31 U.S.C. 53), and the Accounting and Auditing 

- Act of 1950 (31 U.S.C. 67). The scope of our r·eview is described 

on page 54 of this report. 

The Congress has authorized three public works planning pro­

grams, the first two of which are presently in liquidation. Under 

these three programs, interest-free advances have been made to 

State and local jurisdictions (public agencies) to assist them in 

preparing or maintaining a shelf of planned public works which 

readily can be placed under construction when such action is made 

desirable by the state of the national or local economy or by the 

acute need for a planned facility. The advances are repayable by 

the public agencies if and when they undertake construction of the 

planned public works. 

l 



The first and second prog-rams of advances for public works 

planning, authorized in 191t4 and 1949 respectively, were initially 

carried out by other Government agencies. However, Reorganization 

Plan No.· 17 of 1950 (64 Stat. 1269) transferred all remaining re·­

sponsibilities for carrying out the programs to the Administrator, 

HHFA. At the time of our review, HHFA's primary functions in re­

gard to the first two programs were the collection of planning ad­

vances for projects placed under construction and the follow-up of 

projects still carried in the active reserve of p_lanned public 

works. HHFA's activities in regard to the third planning program, 

authorized in 1954, encompass the approval of new advances in addi­

tion to the collection and follow-up activities. 

The Administrator, lilIFA, has delegated to the Commissioner, 

CFA, broad authority for administering the public works planning 

programs. The CFA office is in Washington, D.C~; the field activ­

ities of the programs are carried out by the seven HHFA regional 

offices.· Our review was made principally i~ the New York and Chi­

cago Regional Offices, which have jurisdiction over the public 

:works p°lanning activities in 17.States in the New England, middl~ 

Atlantic, and north-central areas of the United States. A list of 

principal officials responsible for the activities examined during 

our review is presented on page 57 as an appendix of this report. 

At June 30, 1962, planning advances totaling $50,905,161 were 

outstanding, as shown below. 

2 



Number of Outstanding
projects advances 

First program 2,873 $21,767,730
Second program 293 4,565,518
Third program 1,103 24, 5'71,913 

Total 4.269 $50.905.161 
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SUMMARYOF FINDINGS AND RECOMMENDATION 

Our findings and recommendation are summarized below and are 

discussed in greater detail in later sections of this report. The 

Commissioner, CFA, commented on our findings and proposals for cor­

rective action in a letter dated May 17, 1963. The Acting Commis­

sioner submitted supplemental comments in a letter dated Octo-

ber 15, 1963. The comments of both officials were considered in 

preparing this report. The Administrator, IilIFA, advised us that he 

had no comments in addition to those of the Commi-ssioner, CFA. 

SOME PLANNING ADVANCES NOT RECOVERED 
AS A RESULT OF INADEQUATECOLLECTIONPROCEDURES 

The CFA has not included in its collection procedures adequate 

provisions to safeguard against indefinitely postponing or preclud­

ing the recovery of advances to public agencies for public works 

planning. As a result, the CFA has not collected some planning ad­

vances which, according to interpretations of the repayment provi­

sions by the courts, appear to be repayable by the public agencies 

involved. 

The laws authorizing the three public works planning programs 

provide, in effect, that planning advances are repayable by the 

public agencies if and when they undertake construction of the 

planned public works. The law authorizing the third (current) pro­

gram contains an additional provision that,if a public agency un­

dertakes to construct only a portion of a planned public work, it 

shall repay such proportionate amount of the advance as the Admin­

istrator determines to be equitable. Further, under a recent 

4 



amendment to the law concerning the third program, the repayment 

obligation is canceled if the cpnstruction is initiated as a result 

of a grant-in-aid made from ·an allocation under the Public Works 

Acceleration Act (76 Stat. 541). The Federal courts have inter­

preted the legislation and enunciated criteria relating to the re­

payment of advances under the first program of advances for public 

works planning~ These criteria provide, in effect, that public 

agencies should repay their planning advances if they construct 

substitute facilities which serve the general.purposes intended.by 

the public agencies when they sought and obt~ined the advances. We 

believe that these ·criteria also are applicable to the second pro­

gram and could be applied to advances under the third program in a 

limited degree. 

The CFA's policies and procedures relating to the advance 

planning programs provide that, for administrative economy, the 

HHFA regional offices_ shall classify projects as obsolete if con­

struction is not undertaken wi~hin a reasonable time and the proba­

bility-of the planned projects being constructed has been reduced 

or eliminated by such factors as technological change, construction 

of substitute facilities, changes in population, or developments in 

the community. After projects have-been classified as obsolete, 

the regional offices transfer the accountability for the related 

advances to Washington for recording on the central office books 

and thereafter the regional offices do not systema~ically follow up 

and report on the status of the related advances. The provision 

requiring the HHFA regional offices to clas·~ify projects as 

5 
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obsolete as a result of the construction of substitute facilities 

seems to be inconsistent with the repayment criteria established by 

the courts and has resulted -in the suspension of collection efforts 

with respect to some planning advances which, in our opinion, the 

public agencies should be required to repay. 

At June 30, 1962, a total of 1,781 projects had been classi­

fied as obsolete by the HHFA regional offices. The projects that 

had been classified as obsolete involved planning advances totaling 

about $13 million, or 20 percent of the total amount advanced under 

.the first and second programs of advances for public works plan­

ning. 

We proposed that CFA (1) review all projects classified as ob­

solete to ascertain whether, under the criteria established by the 

Federal courts, the advances are repayable and (2) advise the HHFA 

regional offices of the correct interpretation and proper applica­

tion of the court-established repayment criteria with respect to 

future cases involving the construction of substitute facilities. 

The Acting Commissioner, CFA, has advised us that CFA has abolished 

the obsolete category, pending the development of more precise cri­

teria as to the follow-up method applicable to the various catego­

ries of advances, and that a review is being made of all outstand­

ing advances ~nder the first and second programs prior to adopting 

substantial changes in policy or procedures for the purpose of tak­

ing the corrective action we proposed. 

In view of the actions being taken by CFA, we are not recom­

mending additional action at this time. (Seep. 19.) 
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INADEQUATE FOR DETERMINING REVIEWS 
FINANCIALFEASIBILITY OF PROPOSED PROJECTS 

The HHFA regional offices review the financial data submitted 

by public agencies on their applications for planning advances to 

determine whether the applicants have, or reasonably can be ex­

pected to have, adequate financial means to undertake construction 

of the proposed projects. Under certain pr~scribed conditions, the 

HHFA regional offices make additional financial reviews before ap­

proving the final planning reports and making disbursements for the 

related planning advances. our review has disclosed that the re­

views made by the HHFA regional offices are inadequate, in some 

cases, for determining the.financial feasibility of proposed proj­

ects. 

Advance made for preliminary planning 
without determining whether funds for 
constructing the project could be obtained 

Our review disclosed that the Chicago HHFA Regional Office had 

approved an application and subsequently had made an advance of 

$20,000 for the preliminary planning of a toll ~rid~e which, ac­

cording to the application for the advance, would be financed, in 

part, by funds to be provided by.the two States to be connected by 

the bridge. The applicant had not requested the States to provide 

the necessary financial aid. The CFA manual of policies and proce­

dures provides that applications for planning advances should not 

be approved unless (1) the proposed financings, in general terms of 

the total amount and the method, appear to be reasonable ventures 
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for the communities, (2) the applicants are e_xpected to be reasona­

bly able to finance the projects,and (3) the proposed methods of 

financing appear feasible. 

We believe that in the cited case the Chicago HHFA Regional 

Office should have required the applicant to furnish evidence that 

the two States involved were willing to share in the costs of con­

structing the proposed toll bridge before approving the application 

for the planning advance. 

Advances made for final planning
that applicants were capable of 
the proposed projects 

without 
financing. 

verifying 

Our review of 14 advances made for final planning of projects 

in New York State disclosed that the New York HHFA Regional Office 

had made advances totaling $156,499 for the final planning of five 

projects without making reviews to determine whether the public 

agencies had adequate financial means to undertake construction of 

the projects. The final estimates of the costs of constructing 

these projects ranged from 9 to 35 percent higher than the origi­

nal estimates of construction costs shown in the applications for 

advances. 

We are recommending that the Commissioner, CFA, instruct the 

HHFA regional offices to (1) closely scrutinize the construction 

cost estimates when completed plans are submitted for approval, 

(2) make financial capability studies in cases where scrutiny of 

the final cost estimates indicates a possibility that the public 

agencies may be unable to finance the planned projects, and 

(3) withhold approval of final plans and disbursements of planning 
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advances for projects determined to be financially infeasible. 

(Seep. 43) 

PLANNINGADVANCE PROPRIETY--RECOVEREDOF QUESTIONABLE· 

The HHFA Chicago Regional Office approved a city's-application 

for a planning advance of $125,000 and subsequently made an advance 

of $63,000 for an incinerator project.that, in our opinion, was in­

eligible because it was for a feasibility ·study rather than for 

planning a.specific project. The CFA manual of policies and pro­

cedures provides that advances will not be made for feasibility 

studies. Further, although several extensions of time had been 

granted by the Regional Director of Community ~aciiities, the city_ 

had not completed its plans for the project within the time limit 

specified in the agreement with HHFA. 

We propos_e_d that CFA withhold approval of the applicant's 

plans and attempt to recover the interim advance of $63,000. 

The Commissioner, CFA, informed us· in May 1963 that, although 

the original planning completion date of October 10, 1959, had been 

extended to.October 1, 1962, only partial preliminary planning had 

been completed. The Commissioner concluded that the city had 
. . 

breached and in effect had terminated its agreement with the Gov-

ernment and stated that the regional office would be directed to 

bill the city for the refund to the Government of the $63,000 ad­

vance. On October 15, 1963, the Acting Commissioner, CFA, informed 

us that the $63,000 advance had b'een repaid and that the balance of 

the Government's commitment had been canceled. (Seep. 51) 
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PROGRAMPROVISIONS AND ADMINISTRATION 

FIRST AND SECOND PROGRAMS OF ADVANCES 
FOR PUBLIC WORKS PLANNING 

The first program of adva~ces for public works planning was 

authorized by the War Mobilization and Reconversion Act of 1944 

(58 Stat. 791). Initially the Federal Works Administrator was re­

sponsible for carrying out. the program, but the Federal Property 

and Administrative Services Act of 1949 (63 Stat. 380) transferred 

the responsibility to the Administrator of General Services. On 

May 24, 1950, Reorganization Plan No. 17 of 1950 (64 Stat. 1269) 

transferred all remaining functions under this program to the Ad­

ministrator of HHFA. Under the first program, $65 million was ap­

propriated. The authority for this program expir.ed on June 30, 

1947. 

The second program of advances for public works planning was 

authorized by the act of October 13, 1949 (40 U.S.C. 451). The Ad­

ministrator of General Services had the responsibility for carrying. 

out this program until May 24, 1950, when Reorganization Plan No.17 

of 1950 transferred the responsibility to the Administrator, IlliFA. 

Initially, the provisions of the second program were essen­

tially the same as those of the first program. However, in October 

1950, as part of.the defense effort, this program was redirected to 

projects serving national defense and to_ urgent civilian require­

ments intended for early construction. A total of $28 million was 

appropriated under this program. The authority for the second pro­

gram expired on October 31, 1951. 
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No· new advances may be approved under the first and second· 

programs since they are in a liquidating stage. The HHFA regional 

office activities in regard to these programs, therefore, are con­

fined primarily to (1) the collection of planning advances that are 

repayable for projects placed under construction and (2) the 

follow-up of projects that are still carried in the."active re­

serve" of planned public works. 

To assist in the administration of the programs of advances 

for public works planning, CFA issued a manual which prescribes the 

policies and pro·cedures to be followed. Repayment of the advances 

is required whenever the construction planned, or similar construc­

tion, is undertaken. If repayment· is not made promptly, the unpaid 

sum bears interest from the date·of the Government's demand to the 

date of payment by the public agency. ·The manual requi_res that, 

whenever an applicant denies liability for repayment, the HHFA re­

gional office will make technical, legal, and administrative re­

views to determine the applicant's liability for repayment. 

The manual requires the HHFA regional offices to follow up 

periodically all cases involving unrepaid advances. If the follow­

up shows that an advance is repayable, the regional office is re­

quired to promptly bill the public agency for refund. 

Pertinent statistics relative to the first and second programs 

of advances for public works planning from inception to June 30, 

1962, are summarized below: 
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First program of advances 
for public works planning

Number Estimated • 
of Amounts project

projects advanced costs 

--iin millions---

Advances for completed plans
(note a) 6,45'3 $45.7 $'2,586.5 

Construction undertaken and 
advances repaid 3. 580 ~ 1. 515. 3 

Projects having unrepaid 
I-' advances 2.873 $21.8 $1.071.2 
N 

Analysis of projects having
unrepaid advances as shown 
above: 

Advances referred to GAO 
for collection 72 $ 0.8 $ 18.4 

Inactive or obsolete 1,684 11 .. 5 523 .4 
Active plans • 1,112 5'29.4~ 

Total 2.873 $21.8 $1.071.2= 

aAbout half of all the completed plans were for sewers, water, and 
less than one third were for schools, other educational facilities, 
ties; _and the remainder included other public buildings, highways, 

Second program of advances 
for public works planning

Number Estimated 
of Amounts project

projects advanced. costs 

--in millions-s--

1,165' $16.0 $949.8 

872 11.4 745'.8 

$ 4.6 $204.0223 = 

6 $ 0.3 $ 8.9 
97 1.2 .64.5 

190 ..J.:..i 130.6 

293 $ 4.6 $204.o 
~ 

sanitary facilities; slightly
hospitals, and health facili­

roads, bridges, etc. 



THIRD PROGRAM OF ADVANCES FOR·PUBLIC WORKS PLANNING 

The third program of advances for public works planning was 

authorized by the Housing Act of 1954 (40 u.s.c. 462). HHFA's 

functions under this program include (1) the approval of new 

advances,. (2) the collect.ion of planning advances that. are repay­

able for projects pla~ed under constructio~, and (3) .the follow-up 

of projects still carried 1n the active reserve of planned public 

works. 

The responsibility for initiating a request for a planning 

advance under the third pro'gram of advances for public works plan­

ning is placed in public agencies which are defined by section 703 

of the Housing Act of 1954 as "any State,*** or any public agency 

or political subdivision therein." A public agency. desiring to ob­

tain a Federal advance under the act must submit an application for 

Aqvance for Public Works Planning to the applicable HHFA regional 

office. 

Advances for public works planning may be made to finance both 

preliminary and final types of planning. The emphasis, however, is 

on preliminary planning. Preliminary planning may include investi­

gations, survey~, and cost estimates necessary to establish the 

complete scope, character, and cost of the proposed public wor~. 

Foundation exploration, test pits, core drilling, surface and sub­

surface water source investigation, topographic surveys, and other 

necessary specific data may be included. Provision also may be 

made for fall-out shelters. Preliminary plans should be suffi­

ciently comprehensive to obtain cost estimates that are accurate 
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enough to permit the completion of financing arrangements and the 

prompt completion of final plans and specifications. 

Generally, in accord with CFA's prescribed policies and proce­

dures, advances for final planning are approved (1) when it is the 

reasonable approach to a specific project or community need, 

(2) where obsolescence in relation to the type of project or antic­

ipated start of construction will not be a deterrent factor, and 

(3) where the applicant has title to the project site, has an op­

tion on the site, or has started condemnation proceedings. Final 

planning is based on preliminary planning and includes preparation 

of all detailed plans and specifications required to award the con­

tracts for actual construction. 

The enabling legislation, as amended, requires that funds can­

not be advanced for planning, unless: 

1. The project is planned to be constructed within or over a 
reasonable period of time.considering the nature of the 
project. (CFA determined administratively that "a reason­
able period of time" was to be no more than 5 years, unless 
long-range planning is being requested.) 

2. The project conforms to an overall State, local, or re­
gional plan approved by a competent State, local, or re­
gional authority. 

3. The public agency formally contracts with the Federal Gov­
ernment to complete the plan preparation promptly and to 
repay the advance when due. 

The responsibility for approving an advance rests with the 

HHFA Regional Administrator. CFA's manual of policies and proce­

dures provides that the Regional Administrator, in giving such ap­

provals, shall be guided by the recommendation of the Regional Di­

rector of Community Facilities which will be based on the comments 
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and advice of the regional office technical staff. "rrraccord with 

these policies and procedures, the regional offices perform various 

technical reviews involving legal, engineering, financial, and ar­

chitectural determinations. 

Generally, payment of advances cannot be made until the com­

pleted plans are approved. However, interim payments are permis­

sible in certain instances, w:ith prior CFA approval, if the plan­

ning contracts between the public agencies and the engineering 

firms provide for interim payments. 

The advances are required to be repaid when construction is 

undertaken or started. If only a portion of the planned work is 

undertaken, the public agency is required to repay only a propor­

tionate amount. In any event if repayment is not made promptly, 

the unpaid sum shall bear interest at 4 percent per annum from the 

date of the Government's demand to the date of payment by the pub­

lic agency. 

In contrast to the first and second programs of advances for 

public works planning, the law for the third program authorizes 

advances to be financed from a resolving fund into which all ap­

propriations, repayments, and other receipts are required to be de­

posited. The Housing Act of 1961 (75 Stat. 149, 175) placed an 

overall limitation of $58 million on the total of undisbursed bal­

ances together with outstanding advances in the revolving fund. 

Through June 30, 1962, $4-4 million had been appropriated to the re­

volving fund. At that date, $39 million had been disbursed for 

advances. 
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Pertinent statistics relative to the third program of advances 

for public works planning from inception to June 30, 1962, as car­

ried out nationally and in Region I (New York) and Region IV (Chi­

cago) are summarized below: 
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Number Amount~ 

$117,906122! ~ $~1,888,I2l 
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re- Al212roved Total 
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Region I (New York):
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The types of facilities planned under the third 

through June 30, 1962-, are summarized below: 

Amount of 
Types 

facilities 
of 
planned Number 

advances 
approved 

Sanitation and water facilities 
Schools and other educational 

facilities 
Other public buildings 
Highways, roads, and streets 
Hospitals and other health 

facilities 
Bridges, viaducts, and grade

separations 
Miscellaneous 

1,417 

405 
176 
74 

52 

28 
191 

$32,130,022 

7,019,147
7,061,635'
2,180,709 

1,401,790 

1,234,346 
5,694,322 

Total 2.343 $56.721.971 

program 

Estimated 
project 

costs 

$1,888,729,059 • 

404,710,748
425,748,729
114,556,424 

91,904,696 

96,461,540 
486,758,490 

$3,508,869.686 
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FINDINGS AND RECOMMENDATION 

SOME PLANNING ADVANCESNOT RECOVERED 
AS A RESULT OF INADEQUATE PROCEDURESCOLLECTION 

The CFA has not included in its collection procedures adequate 

provisions to safeguard against indefinitely postponing or preclud­

ing the recovery of advances to public agencies for public works 

planning. As a result, the CFA has not collected some planning ad­

vances which, according to interpretations of the repayment provi­

sions by the courts, appear to be repayable by the public agencies 

involved. 

The laws authorizing the three public works planning programs 

provide, in effect, that planning advances are repayable by the 

public agencies if and when they undertake construction of the 

planned public works. The law authorizing the third (current) pro­

gram contains an additional provision.that, if a public agency un­

dertakes to construct only a portion of a planned public work, it 

shall repay such proportionate amount of the advance as the Admin­

istrator determines to be equitable. Under a recent amendment to 

the law concerning the third program, the repayment obligation is 

canceled if the construction is initiated as a result of a grant­

in-aid made from an allocation under the Public Works Acceleration 

Act. The Federal courts have interpreted the legislation and enun­

ciated criteria relating to the repayment of advances under the 

first program of advances for public works planning. These crite­

ria provide, in effect, that public agencies should repay their 

planning advances if they construct substitute facilities which 
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serve the general purposes intended by the public agencies when 

they sought and obtained the advances. We believe that these cri­

teria also are applicable to the second program and could be ap­

plied to advances under the third program in a limited degree. 

The CFA's policies and procedures relating to the advance 

planning programs provide that, for administrative economy, the 

HHFA regional offices shall classify projects as obsolete if con­

struction is not undertaken within a reasonable time and the proba­

bility of the planned projects being constructed -has been reduced 

or eliminated by such factors as technological change, construction 

of substitute facilities, changes in population, or developments in 

the community. After projects have been classified as obsolete, 

the regional offices transfer the accountability for the related 

advances to Washington for recording on the central office books 

and thereafter the regional offices do not systematically follow up 

and report on the status of the related advances. The provision 

requiring the HHFA regional offices to classify projects as obso­

lete as a result of the construction of substitute facilities seems 

to be inconsistent with the repayment criteria established by the 

courts and has resulted in the suspension of collection efforts 

with respect to some planning advances which, in our opinion, the 

public agencies should be required to repay. 

At June 30, 1962, a total of 1,781 projects had been classi­

fied as obsolete by the HHFA regional offices. The projects that 

had been classified as obsolete involved planning advances totaling 
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about $13 million, or 20 percent of the total amount advanced under 

the first and second programs Qf advances for public works plan­

ning. our reviews in the New York and Chicago HHFA Regional Of­

fices indicated that a substantial percentage of these projects had 

been classified as obsolete because of the construction of substi­

tute facilities and that adequate consideration may not have been 

given to the court-established repayment criteria before·classify­

ing the projects as obsolete. 

Court decisions regarding
public agencies' responsibility
for repayment of planning advances 

Ort December 8, 1954, the United States District Court for the 

District of North Dakota (Southwestern Division) decided the case 

of U.S. v. The Board of Education of the City of Bismarck (126 F. 

Supp. 338). In the decision the court interpreted the repayment 

provision contained in section 50l(c) of the War Mobilization and 

Reconversion Act of 1944 relating to the first program of advances 

for public works planning which states· that the Government's ad­

vances to a public agency"*** shall be repaid by such agency if 

and when the construction of the public works so planned is under­

taken." The court stated that the case hinged upon the meaning of 

the phrase "public .works so planned. 11 

In this case, the Board of Education of the City of Bismarck 

obtained an advance for the planning _of an addition to the Richholt 

Grade School at Bismarck, North Dakota. Bids received for the con­

struction of the addition planned with the advance.were substan­

tially in excess of the amount that had.been approved for the 
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project. Accordingly, bids were rejected and the board used its 

own funds to have completely new and different plans prepared. The 

school addition subsequently was constructed in accordance with the 

new plans. 

The Government claimed that construction of the "public works 

so planned" was undertaken when construction under the second set 

of plans commenced and that the advance thus became repayable. At 

the trial, the board's defense centered around the concept that an 

entirely new set of plans was used in the construction of the 

school addition and that the architects derived little or no bene­

fit from the first set of plans in preparing the second set. The 

board thus argued that the "public works so planned" was abandoned 

when all bids on the first set of plans were rejected and that, 

since the school addition was constructed from an entirely new set 

of plans, it was not obligated to repay the advance. 

One of the architects who prepared both sets of plans gave un­

contradicted testimony that (1) the building represented by the 

first set of plans was not built, (2) the building represented by 

the second set of plans was.built, (3) the second set of plans did 

not call for the same construction as the first set, (4) he was un­

able to use the computations of the first set of plans in preparing 

the second set, (5) in preparing the second set of plans he had to 

start all over again, (6) the only similarity between the first and 

second sets of plans was that both provided for brick buildings, 

similar concrete mix, and that they were both school buildings, and 
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(7) he did not use any of the preliminary work obtained for the 

first set of plans in preparing the second set. 

With respect t_o the defense outlined by the board, the court 

observed as follows: 

"It is obvious ·that the building constructed from 
the second set·of plans is not the same building as pro­
vided for in the first· set of plans. The lowest bid on 
the first set of·plans represented a construction.cost of 
·approximately $258,000. The bids which were accepted on 
the second set of plans totaled $113,933. The rejected
bids on the first set of plans were made in April 1949. 
The accepted bids on plan No. 2 were made in July of the 
same year, so it seems obvious that the building con­
structed is not the same building as provided for in the 
first set of plans. 

"To the Court's mind, however, that is not determi­
native. The statute under which this litigation·arises 
provides for loans or advances 'to aid in financing the 
cost of architectural, engineering, and economic investi­
gations an~ studies, surveys, designs, plans, working
drawings, specifications, procedures, and other action 
preliminary to the construction of such public works.' 
At the time application was made.for a loan or advance, 
the pubiic work referred to by the members of the school 
board was 'an addition to the Richholt School.'" 

The· court went on to state that the preparation of the· first 

set of plans and the advertising for bids thereon was, in effect, 

an economic study resulting in a determination by the Board of Edu­

cation of the City of Bismarck that it could not afford to con­

struct.an addition as large or as elaborate as first contemplated_ 

and that it would have to reduce its ideas and cut its costs to fit 

the amount of money it had to expend. The court held that such an 

economic investigation is entirely within the meaning of this stat­

ute. The court stated also that the board of education could have 

used the advance in any manner it saw fit as long as such use came 

23 

https://struct.an


within the broad provisions of the statute and that the board of 

education chose to use the advance to finance the preparation of 

building plans which proved- prohibitive in cost when bids were 

called for. The court reasoned that once the board of education 

ascertained that the original plans were prohibitive in costs "it 

proceeded to 'cut the suit to fit the cloth' by constructing a less 

expensive building-but it still was an undertaking to construct an 

addition to the Richholt School--the purpose it had originally in· 

mind and for which it asked for an advance." (Underscoring sup-

plied.) 

The court concluded, as follows: 

"This Court is of the opinion that the phrase 'public· 
works so planned' relates to the general plan contem­
plated by the applicant when requesting an advance of 
funds from the Government. The evidence indicates that 
the defendant [the Board] had only a general plan for •an 
addition to the Richholt School' .in mind when it applied 
for a loan. •An addition to the Richholt School' was 
eventually constructed. Thus, 'tpe public works so 
planned' was undertaken and repayment of the advance is 
accordingly required. The mere fact that the defendant 
was unable to make use of the first set of plans·or speci­
fications prepared under their general· plan should not de·­
feat recovery. It was merely one step in the planning
procedure or architectural study or investigation as re­
ferred to in the statute. Inability to use the first set 
of plans or specifications did not constitute an abandon­
ment of the general plan of constructing 'an addition to 
the Richholt School' for which the advance was made. 
Plaintiff [the Government] is entitled to recover." (Un­
derscoring supplied.) 

The question of whether the construction of a substitute fa­

cility would constitute an undertaking of a "public works so 

planned" again came under judicial review on September 21, 1956, be­

fore the United States Ninth Circuit Court of Appeals in the case of 
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U.S. v. City of Wendell, Idaho (237 F. 2d 51). In this case, the 

city of·wendell obtained a planning advance under the first program 

of advances for public works planning for the "grading, draining, 

and paving of various streets" in Wendell. Plans and specifica­

tions for paving 71 blocks of streets in Wendell were drawn by a 

contract engineer hired by the city of Wendell. These plans were 

held in abeyance by the city for about a year. Thereafter, the 

city undertook another paving project encompassing 41 blocks. 

Seven of the blocks were not within the original 71 blocks planned 

to be paved, but 34 blocks were included in the original plans. 

The city of Wendell successfully defended in the trial court 

against the ·Government's claim for repayment of the planning ad­

vance. The city of Wendell defended on the grounds that the ·origi­

nal project had been abandotied and that the actual project was not 

the project originally contemplated when the planning advance was 

obtained by the city. The city relied heavily on the variance in 

area and size of project as between the project contemplated in the 

original plans and the project ultimately constructed. The Govern­

ment appealed the trial court's decision. 

The Court of Appeals stated that it was guided by the Bismarck 

decision and outlined the following test which should be applied in 

ascertaining whether a planning advance should be repaid: 

"*** the question of the occurrence of the conditions re­
quiring repayment should be primarily tested by the de­
scription of the proposed project in the application and 
agreement without articular em hasis on the ori inal 
plans and specifications***·" Underscoring supplied.) 
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The Court of Appeals stated also that the project which was ulti-­

mately undertaken by the city of Wendell "did not parallel in iden­

tity but did overlap as to area" when compared with the project 

originally contemplated. The Court of Appeals went on to say:· 

nThe completed paving is not unlike that described in the 
application. '.rhat is enough. The word planning itself 
imports fluidity." (Underscoring supplied.) 

While thus agreeing with the position taken by the court in the 

Bismarck case that an advance is repayable as long as the general 

plan contemplated by a public age.ncy when requesting an advance 

from the Government is undertaken, the Court of Appeals in the 

Wendell case seems to have suggested that an advance may not be 

repayable if the ultimate undertaking is outside the general area 

originally contemplated to be benefited in the application and 

agreement for the Government advance. This apparently minor modi­

fication of the doctrine stated in the Bismarck case is brought out 

by the Court of Appeals in the following manner: 

.nThis is not to say that if the application had 
asked for money for plans on the west side of town and a 
project had been commenced on the east side of town that 
the money would have become repayable. Or, if there had 
been a de minimis overlapping of area, then the condi­
tions for repayment probably would not have been at­
tained." 

The Court of Appeals decided in favor of the Government. 

Since the Court ·Of Appeals in the Wendell case followed the 

rule laid down in the Bismarck case which was again followed in the 

case of U.S. v. City of Willis, Texas (264F. 2d 672), the decision 

in the Bismarck case must be regarded as establishing a legal 
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precedent as to the co·nstruction of· the law involved, which prece- . 

dept should be followed by the Federal agencies in the administra­

tion of that law. 

Although the court cases cited above relate to planning ad­

vances.approved under the first public works planning program, we 

-believe that the criteria established in. the court decisions apply 

equally to advances- approved under the second public works planning 

program and could be applied to advances under the third program in 

a limited degree because the repayment provisions of the pertinent 

enabling laws ·are substantially the same. 
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Inadequate consideration given to 
court-established repayment.criteria 

We reviewed the records pertaining to 39 outstanding planning 

advances totaling $1,173,904 at the New York and Chicago HHFA Re­

gional Offices. All of these advances involved projects that had 

been classified as obsolete because the public agencies had con­

structed' substitute facilities. Our reviews indicated that the 

HHFA regional offices had not given adequate consideration to the 

court-established criteria before cl~ssifying the planned projects 

as obsolete. 

Outstanding planning advances applicable to 
public agencies in the area administered by 
the New York HHFARegional Office 

At January 12, 1962, the outstanding advances under the first 

and second programs of advances for public works planning appli­

cable to public agencies in the area administered by the New York 

HHFA Regional Office totaled $4,902,146. Of this amount, 

$1,843,578 pertained to projects which had been classified as obso~ 

lete and th_e accounts had been transferred to Washington for re­

cording on the books of the central office. Of the outstanding ad­

vances for projects classified as obsolete, $1,303,781, or about 

70 percent, rapresented advances for planning projects that prob­

ably will not be constructed because the public agencies have un­

dertaken construction of substitute facilities. 

We reviewed the following 24 advances made to public agencies 

in the State of New York, all of which pertained to projects that 

had been classified as obsolete because of the construction of sub-

stitute facilities. 
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Amount Date 
of project 

Project Type-of advance declared 
number fa~ility outstanding obsolete 

First public works planning program 

NY- 30-P.- l 9 6 High school $168,75'0 6-15'-61 
NY-30-P-138 School addition 68,25'0 4-28-5'5'· 
NY-30-P-47 High school 42,000 9-27-60 
NY-30-P-166 Elementary school 30,240 4-18-5'6 
NY-30-P-39 Recreation 27,300 8-20-5'7 
NY-30-P-15'5' School addition 21,091 9-12-60 
NY-30-P-197 Elementary school 18,5'63 9-26-61 
NY-30-P-149 Elementary school 18,200 4-29-5'8 
NY-30-P-5'2 City Hall 14,000 4-29-60 
NY-30-P-35' City Hall--Police Station 12,000 8-10-5'9 
NY-30-P-148 School addition 11,400 4- 1-5'8· 
NY-30-P-222 School addition 8,85'0 12-14-5'1 
NY-30-P-18 Police station 7,100 3-28-5'8 
NY-30-P-179 School addition 5',75'0 3-25'-5'2 
NY-30-P-80 Health center 5',125' 11- 2-5'9 
NY-30-P-182 School addition 4,438 3-28-5'1 
NY-30-P-173 Water system 3,700 10-31-5'8 
NY-30-P-3 Water system 2,200 10-30-5'8 

468,957 

Second public works planning program 

NY-30-P-1104 High school 5'0,000 11- 4-5'9 
NY-30-P-1004 Elementary school 30,240 7-1~-5'6 
NY-30-P-1005' Elementary school 27,720 7-1 -5'6 
NY-30-P-105'4 School 14,5'43 4-17-5'7 
NY-30-P-1087 School addition 12,000 3-28-5'5' 
NY-30-P-1037 Playground 7,763 2-20-5'8 

142,266 

$611,223 

Comments regarding the basis for classifying several of the 

projects as obsolete follow: 

Project NY-30-P-196 

On June 19, 1947, the Government agreed to advance $168,75'0 to 

the applicant for the designing of a new senior high school. The· 
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applicant had plans prepared in 1949 for construction of a school 

building with a.capacity for 2,,00 pupils, containing facilities 

stipulated in the application for the advance. Subsequently, the 

applicant undertook construction of a school from plans not fi­

nanced with the Federal advance. In March 1960 the applicant ad­

vised the regional office that developments in the community "made 

it necessary that the original project be dropped in its entirety." 

According to the HHFA plan comparison, the as-built plans, 

dated October 18, 1960, had little physical resemblance to the 

original plans but did provide for all the facilities and functions 

to satisfy the original needs. While the site was changed, it re­

mained 11a close .proximity" to the location originally planned. The 

plan comparison summed up the situation as follows: 

"Although there are no physical resemblances between the 
two s_ets of plans, however, it can not be denied that • 
they both proposed the construction of new high school 
facilities. As such, the function and needs of the pub­
lic work involved are substantially the same, namely to 
meet the applicant's educational requirements. The ap­
plication called for the construction of a new senior 
high school, and the 'As Built' drawfngs will provide
just that. The original need has been satisfied. 

"In addition to the above, it is entirely conceivable 
that the 'Program Plan' could have been utilized in the 
form of economic and engineering studies prior to the ap­
plicant's preparation of the 'As Built' documents." 

In a memorandum, dated March 22, 1961, the New York Regional 

Director of Community Facilities informed the Commissioner, CFA, 

that: "Although the two struct-µres were intended to serve the same 

purpose, it is questionable whether the project under construction 

is substantially the same as that contemplated by the plans 
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prepared with the advance." In response to this memorandum, ·the 

Commissioner, CFA, determined in May 1961 that the facilities 

placed under construction were not the public works planned with 

the Federal advance and accordingly decided that the advance was 

not repayable. Thereupon, the project was classified as obsolete. 

In view of the criteria established in the Bismarck and Wen­

dell decisions, it is difficult to reconcile the conclusions 

reached by the Commissioner, CFA, with the facts developed in the· 

plan comparison. 

Project NY-30-P-155 

Pursuant to an application approved on May 23, 1947, the Gov­

ernment advanced $21,091 to the applicant to plan an addition to a 

school. In a report dated March 3, 1953, the applicant stated 

that: "A complete change in building needs makes it doubtful if 

these plans will ever be used." Accordingly, the HHFA regional 

office declared the project as obsolete. 

On October 1, 1959, an HHFA field engineer discovered during a 

site inspection that in 1955 an addition had been erected to the 

subject school. However, the addition was to the southeast corner 

whereas the original plan proposed an addition at the west end of 

the existing building. As a result of his review, the field engi­

neer concluded that the advance should be repaid by the applicant. 

On July 6, 1960, the chief of the engineering staff in the New York 

HHFA Regional Office concurred with the field engineer and stated 

as follows: 
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"Recommendation: 
Notwithstanding that we detected no physical resemblance 
between the two sets of plans in our review, we do not 
infer that the Program [original] Plan was not utilized 
by the second architect in a manner which may aid ~im to 
make architectural, engineering and economic investiga­
tions prior to final design in his preparationlof the 'As 
Built' drawings. The Applicant, in its comment contained 
in the latest Form H-907 (Construction Status Report)
dated March 3, 19,3, admitted that 'A complete change in 
building needs makes it doubtful if these plans will ever 
be used.' It is apparent, without the original Program
Plan, the Applicant had no way to determine its 'building
needs' whereby a new addition to [the]*** School was ac­
tually constructed. Therefore, it is our opinion that 
'the Program Plan has been used and has served 1 ts pur- • 
poses under the purview of the regulations under which 
the planning advance was ma.de. Recovery of the $21,091 
advance from the Applicant is hereby recommended. 

"To substantiate our recommendations we wish to refer to 
the Court Opinion, Case Civil No. 2770 (U.S. District 
Court for the District of North Dakota, Southwestern Di­
vision) [Bismarck case] wherein a precedent was made in a 
litigation of similar circumstances." 

Notwithstanding the conclusions of the engineers, the_ Deputy 

Regional Director of Community Facilities recommended on Septem­

ber 12, 1960, "that project remain in the 'obsolete' category." 

This recommendation was approved by the Regional Director of Commu­

nity Facilities. 

T_he Acting Regional Director of Community Facilities advised 

us that the Deputy Regional Director who signed the recommendation 

that the project be retained in the obsolete category probably con­

sidered that it would be difficult to prove in a court of law that 

the applicant had utilized the plans prepared with the aid of the 

advance. Since the courts have held that it is inconsequential 

whether the identical plans prepared with the Federal advance were 
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in fact utilized by the public agency, there does not appear to be 

a valid basis for not attempting collection of the advance. The 

determinative factor is whether the general plan in the mind of the 

public agency when it applied for an advance was ultimately carried 

out without regard to whether the plans prepared with the advance 

were used in the construction. Moreover, we believe that the deci­

sion with respect to whether a case can be proven in a court of law 

·should be made by HHFA's legal officers. or by the Department of 
' . 

Justice rather than by administrative personnel. 

Project NY-30-P-18 

Pursuant to an agreement entered into on September 19, 194, 

(amended on January 23, 1947, and on April 1, 1947), the Government 

advanced to the applicant $7,100 to plan the construction of a po­

lice headquarters building. A construction contract was awarded on 

September 10, 19,6, and construction was undertaken. However, the 

HHFA regional office field engineer was informed by the applicant 

that the original plans had been discarded and that a new architec­

tural firm had been engaged to design the plans on which bids had 

been received and contracts awarded. 

According to a plan comparison report prepared by the regional 

office review engineer, dated September 30, 19?7, the original and 

as-built plans differed widely in architectural and structural de­

tail and in usable floor area. However, the general plan to con­

struct a police headquarters building was ultimately carried out. 

Nevertheless, the plan comparison report concluded that, "Since no 

substantial use was made of the planning accomplished under the 
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Federal advance; since the need has been satisfied by a substitute 

facility; and since it is evident that no substantial use will ever 

be made of the pla~ing," the project should be placed in the obso­

lete category. In concurring in this recommendation, the HHFA Re­

gional Administrator recognized, in a letter dated October 17, 

1957, to the Commissioner, CFA, that: "Because the original site 

has been used, it is possible that boring and survey data which was 

acquired with the aid of the advance may have been used in design~ 

ing the new plans;***·" 

HHFA apparently did not give consideration in this case to the 

collection criteria established by the Bismarck and Wendell deci­

sions because the general plan contemplated by the applicant when 

it requested the advance had been carried out. The applicant con­

templated the construction of a police headquarters building, and a 

police headquarters building was constructed. 

Project NY~30-P-52 
Pursuant to an application approved on June 29, 1946, the Gov­

ernment advanced $14,000 to the applicant for _planning a city hall 

building. The original plans and specifications, dated February 1, 

1947, were abandoned by the applicant because the lowest construc­

tion bid was about twice the amount allocated for construction by 

the applicant. Accordingly, the applicant had other plans prepared 

and construction on the same site, but with considerable design 

vari~tion, was undertaken. On November 18, 1957, the applicant re­

quested a waiver of payment because the original plans and specifi­

cations had been abandoned. The HHFA review engineer prepared a 
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comparison between the original and the as-built plans. He noted 

that the building sites were the same and that the location of 

utilities were substantially the same in both sets of plans. While 

the review engineer recognized that the two sets of plans were not 

substantially similar, he stated that, since the original plans had 

served their purpose in the form of economic investigations and 

studies and other action preliminary to the construct~on of the 

city hall building, the original plans"*** have been used under 

the purview of the regulat~ons on which the loan was made .. " a.pd, 

accordingly, recommended the recovery of the advance. To substan­

tiate his recommendation, the review engineer cited the Bismarck 

case. The review engineer concluded as follows: 

''Without the original File Plans, the Applicant has no 
way with which to determine how extensive or elaborate a 
building it can construct within its financial limita­
tions." 

Citing the circumstances surrounding this case and the recom­

mendation for recovery by the review engineer, the IIBFA Regional 

Administrator requested guidance from the Con;missioner, CFA. 

On the basis of a memorandum opinion by the CFA Acting Chief 

Counsel, dated August 12, 1960 (which stated in effect that the fa­

cility placed under construction was not the public work planned 

with the Federal advance), the memorandum of the HHFA Regional Ad­

ministrator, the engineering reports, and the CFA files, the Acting 

Commissioner, CFA, advised the HHFA Regional Administrator in a 

memorandum dated August 29, 1960, that "In view of the fact that 

substitute facilities have been constructed, it appears that the 
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project may be considered obsolete in accordance with existing reg­

ulations." 

In view of the similarity between this case and the Bismarck 

and Wendell cases, it seems that the CFA Washington office did not 

give adequate consideration to the effect of the courts' decisions. 

Outstanding planning advances applicable to 
public agencies in the area administered by
the Chicago lilIFA Regional Office 

At February 28, 1962, the Chicago HHFA Regional Office had a 

total of $3,247,613 of outstanding advances made to public agencies 

under- the first and second programs of advances for public works 

planning. Data were not readily available regarding the total 

amount of the advances that had been transferred to Washington be­

cause the related projects had been classified as obsolete. How­

ever, our review disclosed that at least 15 projects involving out­

standing planning advances totaling $562,681 had been classified as 

obsolete because of the construction of substitute facilities. 

These 15 outstanding advances are listed below: 
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Date 
Amount of project 

Project advance declared 
_number Type of facility outstanding obsolete 

First public works 12lanning program 

47-P-145 
20-P-176 
33-P-419 
13-P-78 
20-P-307 
47-P-26 

Museum 
Library
Sewer 
School 
School 
Sewer 

$139,500 
118,750 

70,000 
63,977 
4,350 
3,175 

9-27-60 
2- 6-59 
2-15-61 
6-27-60 
9-27-60 
9-27-60 

399,752 

Second public works 121anning program 

33-P-1007 Courthouse and jail 52,000 5-22-59 
13-P-1007 Sewerage treatment plant 50,000 7-23-58 
11-P-1092 School 7,531 7-28-58 
11-P-1019 Water facilities 14,250 - 6-61 
33-P-1015 Sewer 13,000 ~-13-59 
33-P-1039 County jail 11,600 5-13-58 
47-P-1024 Sewer 7,908 7-15-55 
33-P-1020 Sewer 4,500 5-24-60 
12-P-1045 Paving and resurfacing 2,140 5- 5-59 

162,929 

$562.681 

Comments regarding the basis for classifying several of these proj­

ects as obsolete follow: 

Project 47-P-145 

Pursuant to an agreement approved ori November 15, 1946, the 

Government advanced $139,500 to the applicant for planning the con­

struction of a public museum building. The applicant stated in a 

construction status report dated January 27, 1959, that a construc­

tion contract was to be signed in October 1959 and that construc­

tion would be undertaken in November or December 1959. 
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On the basis of a plan comparison report prepared by the re­

gional office engineering staff, dated September 8, 1960, the Re­

gional Director of Community Facilities- recommended and the HHFA 

Regional Administrator approved on September 15, 1960, a find!ng of 

obsolescence of the plans prepared with the Federal advance. 

The engineering staff made no reference in its plan comparison 

report to the repayment criteria enunciated by the Federal courts. 

Moreover, from the following conclusions and recommendations of the 

engineering report, it is apparent that the engineering staff did 

not consider those criteria. 

"CONCLUSIONS AND RECOMMENDATIONS 
.In view of the above changes necessitated by revised 
ideas relative to museum exhibition and storage facili­
ties and the need for economy and simplification of the 
museum as originally planned it has been necessary to 
completely revise the plans for the entire·museum struc­
ture. 

".Since the*** [applicant] ·received bids on August 3 
1960 for the construction of a museum building redesigned
according to the-latest concepts in.museum planning and 
since such revised design differs in all aspects except 
the general shape of the originally planned building, it 
is recommended that the original plans be declared obso­
lete and the Applicant be excused from repayment of the 
planning advance." 

The plan comparison report also brought out that the applicant 

had insufficient funds to construct the museum as originally 

planned because the estimated construction cost was not within the 

appropriation authorized. According to the Bismarck decision, eco­

nomic motivation should not be considered in determining whether an 

advance is repayable. As in the Bismarck case, once the applicant 

ascertained that construction from the original plans was 
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prohibitive in costs, it proceeded to "cut the suit to fit the 

cloth" by constructing a less expensive building. Nevertheless, 

the actual construction was an undertaking to construct a museum-­

the purpose the applicant had ln mind when it asked for a planning 

advance. 

Project 20-P-176 

Pursuant to an agreement approved on March 10, 1947, the Gov­

ernment advanced to the applicant $118,750 to plan additions and 

alterations to an existing library building. In.1958 the applicant 

undertook construction of the proposed project. 

In an obsolescence report, dated February 5, 1959, the re­

gional office engineering staff stated that the plan comparison be­

tween the original and as-built plans showed that neither the scope 

nor the design layouts were similar. Accordingly, the engineering 

staff concluded that: "Since the original project plans and speci­

fications will not be used, they -should be declared obsolete. 

Therefore, we find the Advance is not due and repayable at this 

time." 

In a memorandum dated March 12, 1959, the Director of the En­

gineering Branch informed the Director of the Advance Planning 

Branch, in part, as follows: 

"The Engineering Branch recognizes that major changes in 
the design of the project were made, requiring new plans
and specifications, nevertheless, the project when com­
pleted will fit the description of the project in the 
Agreement executed for the advance of funds. However, 
under existing regulations the Engineering Branch has no 
other alternative than to consider the project undertaken 
by the applicant as not the public work planned with the 
aid of the Federal advance, and therefore concurs in the 
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recommendation of the Regional Office in declaring this 
project to be obsolete.. This project definitely falls in 
the category of the 'Bismarck' case and, if applicable, a 
recommendation would be made for repayment of the ad­
vance." (Underscoring supplied.) 

On March 17, 1959, the CFA Chief Counsel informed the Director 

of the Advance Planning Branch that "based upon a review of the Re­

·gional and Central office files which contain uniform findings to 

the effect that the facilities placed under construction are not 

the public works planned with the Federal advance, *** said advance 

is not presently repayable." In a letter to the Regional Adminis­

trator, dated March 20, 1959, the Commissioner, CFA, concurred in 

the finding of obsolescence. 

We believe that the applicant carried out the general plan 

contemplated when it obtained the advance. The applicant intended 

to construct additions to the existing library building and such 

additions were undertaken. 

Project 33-P-1007 

Pursuant to an agreement dated April 24, 1950, the Government 

advanced $52,000 to the applicant for planning the construction of 

a courthouse and jail. Construction of a courthouse and jail was 

undertaken on December 29, 1958. 

In a plan comparison report dated February 24, 1959, the re­

gional office engineering staff stated that, in view of the differ­

ent design layouts, no similarity existed between the original and 

as-built plans and drawings. Accordingly, the engineering staff 

concluded that the advance "is not due and repayable at this time" 

and because the original plans and specifications will not be used, 
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the project should be declared obsolete. The site of the structure 

as built is the same as originally planned .. By memorandum dated 

May 20, 1959, to the Regional Administrator, the Acting Commis­

sioner, CFA, concurred in the finding of ob~olescence. 

We believe that CFA did not adequately con~ider the court­

established repayment criteria when it classified this project as 

obsolete because the applicant carried out the general plan contem­

plated when it obtained the advance. The applicant intended to 

construct a courthouse and jail, and a courthouse and jail were 

constructed on the same site as originally planned. 

We believe that CFA and the HHFA regional offices should apply 

those tests which have been consistently recognized by the courts 

in the Bismarck, Wendell, and Willis decisions in ascertaining 

whether an advance should be repaid when a public agency constructs 

a substitute facility. 

We proposed that CFA (1) review all projects classified as ob­

solete to ascertain whether, under the criteria established by the 

Federal courts, the advances are repayable and (2) advise the HHFA 

regional offices of the correct interpretation and proper applica­

tion of the court-established repayment criteria with respect to 

future cases .involving the construction of substitute facilities. 

In reply to our proposals the Commissioner, CFA, stated: 

"*** I agree that such criteria [based on the court deci­
sions] can be developed and would be helpful to our Re­
gional Offices, provided that clarification can be ob­
tained as to the legally permissible guidelines. It is 
apparent that there have been variations in past practic_e 
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as to the correct interpretation of the existing criteria 
and, more importantly,·the proper application of the 
three court decisions cited in the report. Every effort 
will be made to resolve at an early date these variations 
with respect to long-standing CFA procedures and prac­
tices relating to liabili•ty for specific repayment in 
those difficult cases that involve the construction of 
substitute facilities." 

The Commissioner stated further that CFA is developing plans for 

the review of obsolete c?,ses to ident_i:fy and assess the considera­

tions that led to such classifications, with the objective of elim­

inating the obsolete category. 

In conclusion, the Commissioner stated that: 

"*** we shall undertake at the earliest possible date a 
comprehensive review of all facets of our administration 
of this program for the purpose of developing and pub­
lishing new criteria to govern our continuing operation$ 
in this area." 

On October 15, 1963, CFA issued a circular· to all HHFA ·re­

gional offices requiring the submission to Washington of certain 

data with respect to all outstanding advances under the first and 

second programs of advances for public works planning. The circu~ 

lar provided for abolishing the obsolet~ category for advances 

pending the development of more precise criteria as to the follow­

up method applicable to the various categories of outstanding ad­

vances. In a letter of the same date, the Acting Commissioner, 

CFA, advised us that a full review must be made of the data to be 

submitted by the HHFA regional offices before adopting any sub­

stantive changes in policy or procedures for the purpose of taking 

the corrective action proposed in our report. 

In view of the actions being taken by CFA, we are not recom­

mending additional action at this time. 
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INADEQUATE FOR DETERMINING REVIEWS 
FINANCIALFEASIBILITY OF PROPOSED PROJECTS 

The HHFA regional offices review the financial data submitted 

by public agencies ori their.applications for planning advances to 

determine whether the applicants have, or reasonably can be_ex­

pected to have, adequate financial means to undertake construction 

of the proposed projects. Under certain prescribed conditions, the 

HHFA regional offices make additional financial reviews before ap­

proving the final planning reports and making disbursements for the 

related planning advances. Our review has disclosed that the re­

views made by the IDIFA regional offices are inadequate, in some 

cases, for determining the financial feasibility of proposed proj­

ects. 

Advance made for preliminary planning 
without determining whether funds for 
constructing the project could be obtained 

Our review disclosed that the Chicago HHFA Regional Office had 

approved an application and subsequently had made an advance of 

$20,000 for the preliminary planning of a toll bridge which, ac­

cording to the application for the advance, would be financed,in 

part, by funds to be provided by the two States to be connected by 

the bridge. The applicant had not requested the States to provide 

the necessary financial aid. · 

The CFA manual of policies and procedures provides that appli­

cations for planning advances should not be approved unless (1) the 

proposed fi~ancings, in general terms of the total amount and the 

method, appear to be reasonable ventures for the communities, 
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(2) the applicants are expected to be reasonably able to finance 

the projects, and (3) the proposed methods of financing appear fea­

sible. 

In October 1958, the Chicago HHFA Regional Office approved an 

advance of $20,000 to the Muscatine Bridge Commission, Muscatine, 

Iowa, for planning a new bridge over the Mississippi River at Mus­

catine, Iowa. The preliminary engineering planning work was com­

pleted in August 1959, and the HHFA Regional Office disbursed the 

$20,000 to the applicant. The estimated cost of constructing the. 

new bridge was $5.3 million. 

In its application for the planning advance, the applicant 

stated that sufficient revenue bonds could not be sold to pay all 

the costs of the proposed bridge and that a substantial amount of 

financial aid would be required. The amount of bonds that could be 

sold on the basis of toll revenues was estimated at $2 million. 

The applicant indicated in its application that the remaining 

amount would have to be obtained from or through the highway de­

partments of the States of Illinois and Iowa. However, the appli­

cant had not requested these States to aid in financing the con­

struction. 

According to information obtained from the Bureau of Public 

Roads, the applicant, in 1963, will solicit about $1 mil.lion each 

from the States of Illinois and Iowa for the construction of a new 

bridge. If favorable action is taken on the applicant's request, 

it was estimated that it will be 1967 or 1968 before any actual 

construction is scheduled. It was the applicant's belief that it 
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needed a base period of operations and experience to show the high­

way departments of the States of Illinois and Iowa what could be 

done toward paying the indebtedness on ~n existing bridge. The ap­

plicant believes that without this period of experience and study 

it would not be possible to present a logical or reasonable appeal 

for financial assistance. 

The Administrator, HHFA, advised us, in a letter dated 

February 14, 1962, that the advance had been approved in 1958 on 

the basis of an administrative determination that construction of 

the new bridge could be expected to commence within a 5-year period. 

In view of the applicant's statement in its application that a sub­

stantial amount of financial aid would.be required from the States, 

coupled with the absence of any type of commitment from the States, 

we believe that the HHFA regional office should have questioned the 

applicant regarding the probability of the construction being 

star·ted within a reasonable period of time. 

We proposed that CFA instruct the HHFA regional offices to 

disapprove applications for advances where it is apparent that the 

applicants do not have adequate financial means to undertake the 

intended construction. 

• The Commissioner, CFA, advised us that applications· previously 

had been rejected for financial infeasibility and that in the cur­

rent program the rejection rate was running above 20 percent, 

largely because of the applicants' lack of financial capability. 

He pointed out that detailed analyses.of financial capability often 

are impractical until firm cost estimates have been developed 
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during the planning process. He stated further that, because the 

construction and financing-of proposed projects will occur in the 

future, the HHFA regional offices not only give consideration to 

financial capability existing at the time applications are made 

but also give considerable weight to the applicants' general credit 

ratings and financial records. 

We believe that in the cited case the Chicago HHFA Regional 

Office should have required the applicant to furnish evidence that 

the two States involved were willing to share in the costs of con­

structing the proposed toll bridge before approving the application 

for the planning advance. 

Advances made for final planning
that applicants were capable of 

without 
financing· 

verifying 

the proposed-projects 

Our review of 14 advances made for final planning.of projects 

in New York State disclosed that the New York ·HHFA Regional Office 

had made advances totaling $156,499 for the final· planning of five 

projects without_making reviews to determine whether the public 

agencies had adequate financial means to undertake construction of 

the projects. The final estimates of the costs of constructing 

these projects ranged from 9 to 35 percent higher than the original 

estimates of construction costs shown in the applications for ad­

vances. 

We reviewed all 14 of the advances under the third program of 

advances for public works planning which had been made to public 

agencies in the State of New York. Five of these advances involved 

plans on which the final estimates of construction cost were higher 
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than the original estimates. Nevertheless, the New York HHFA Re­

gional Office had not made financial reviews for any of these proj­

ects when the completed plans· were submitted for review and ap­

proval. Pertinent data relating to estimates of cost of these 

projects follow. 

Project cost 
Amount estimate shown 

Project of in application Final project. Percent 
number advance for advance cost estimate increase 

NY-30-P-3085 $ 58,611 $12,000,000 $13,056,820 9 
NY-30-P-3017 39,589 1,044,000 1,152,000 10 
NY-30-P-3010 26,304 1,466,000 1,980,000 35 
NY-30-P-3036 18,750 750,000 830,000 10 
NY-30-P-3016 13,245 396,000 523 '250 32 

$lig,499 

At the time the final plans for three of these projects were 

approved, the CFA manual of policies and procedures provided that, 

if there was a substantial increase in the final construction cost 

estimate over the estimate in the application, the regional engi­

neering review was to be directed toward determining whether the 

increase in the estimated construction cost resulted from overde­

sign or a revision in the scope of the project. No financial re­

view was required, _although the CFA Regional Director could make 

such a review if, in his opinion, a review was justified. The man­

ual has since been revised to require a financial review when the 

increase in the estimated construction costs is 15 percent or more. 

The Deputy Regional Director of Community Facilities at the New 

York HHFA Regional Office informed us that the regional office had 
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informally followed this practice in the past. He stated also 

that, even if the construction cost estimates were increased sub­

stantially, thus creating the likelihood that the applicants would 

not proceed with the planned construction, the regional.office 

would nevertheless make the advances. He explained that (1) the 

Government had, in effect, authorized the applicant to enter into 

a contract with an architect and, therefore, was responsible for 

the architect's fee and (2) the ~pplicant might be able to finance 

the project at a later date. 

Since the law provides that advances for public works planning 

are not repayable unless the public agencies undertake construction 

of the planned facilities and the public agencies are.not likely to 

undertake construction of financially infeasible projects, we be­

lieve that, before making advances for final project plans, the 

HHFA regional offices should take all reasonable precautions to as­

sure that the public agencies have adequate financial.means to con­

struc·t the proposed public works. Further, we believe that an ar­

bitrary limitation of l? percent on the percentage of increase in 

the estimated construction costs is not an appropriate criterion by 

which to gauge the need for reviews to determine financial feasibil­

ity because some public agencies may have insufficient resources 

to be able to finance even small increases while other public agen­

cies may have· sufficient resources to finance sizable increases. 

We proposed that the CFA instruct the HHFA regional offices to 

closely scrutinize construction cost estimates when completed plans 

are submitted for approval to assure that the public agencies have 

the financial capability to construct the proposed projects. 
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In commenting on our proposal, the Commissioner, CFA_, ·pointed 

out that a requirement for detailed reviews of all plans involving 

increases, regardless of size, could easily lead to unnecessary fi­

nancial review of many minor increases. He stated, however, that 

action would be taken to permit the HHFA regional offices to ex­

amine those cases where increases may be within the 15 percent 

limit but involve substantial increases in estimated construction 

costs. 

We agree with the Commissioner that the CFA regulations should 

not be so inflexible as to require the HHFA regional offices to 

make unnecessary financial reviews. However, as pointed out by the 

Commissioner (see page 45), it often is impracticable for the HHFA 

regional offices to make detailed analyses of financial capability 

on the basis of the data available when applications for advances 

are filed. In such cases the preliminary financial analyses may be 

inadequate to assure that the public agencies have the financial 

means to undertake construction of the proposed projects. Further, 

since substantial time frequently elapses between the date of a pub­

lic agency's application for an advance and the completion of its 

final planning report, conditions may have changed to the extent 

that the public agency no longer is capable of financing the 

planned project. Consequently, we believe that the CFA instruc­

tions to the HHFA regional offices need to be revised to require 

the HHFA regional offices to determine whether financial capability 

studies are needed at the time completed plans are received and to 
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withhold approval of final planning reports for financially infea­

sible projects. 

Recommendation to the Commissioner, CFA 

We recommend that the Commissioner, CFA, instruct the HHFA re­

gional offices to (1) closely scrutinize the construction cost es­

timates when completed plans are submitted for approval, (2) make 

financial capability studies in cases where scrutiny of the final 

cost estimates indicates a possibility that the public agencies may 

be unable to finance the planned projects, and (3) withhold ap­

proval of final plans and disbursements of planning advances for 

projects determined to be financially infeasible. 
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PLANNING ADVANCE OF QUESTIONABLE PROPRIETY--R~COVER~D 

The HHFA Chicago Regional Office approved a city's applica­

tion for a planning advance ·of $125,000 and subsequently made an 

advance of $63,000 for an incinerator project (Project No~ 47-P-

3010) that, in our opinion, was ineligible because it was for a 

feasibility study rather than for planning a specific project. The 

CFA manual of policies and procedures provides that advances will 

not be made for feasibility studies. Further, although several ex­

tensions of time had been granted by the Regional Director of Com­

munity Facilities, the city·had not- completed its plans for the 

projec~ within the time limit specified in the .agreement with HHFA. 

On October 30, 1958, CFA approved an advance of $125,000 for 

the planning of an all-purpose refuse disposal incinerator, includ­

ing electric power generating facilities and a storage garag'e. 

During January 1959 ,. HHFA regional office representatives discussed 

the proposed scope of the project with the city's representative 

and found that the intended planning included a study of various 

methods of garbage disposal.· The regional office representatives 

advised the city that the planning must be restricted to the incin­

eration aspect. 

Our review disclosed that the city.had entered into two sepa­

rate contracts with an engineering ·firm, as follows: (1) "Accept­

ability of Disposal Methods other -than Incineration" and (2) "Sur­

vey to Determine Long Term Inc~neration program." Only the second 

contract was submitted to CFA for approval. 

51 



During December 1960 the engineering firm submitted general 

plans to the applicant for two methods of disposal, incineration 

and sanitary landfill. In January 1961, the city submitted the 

plans pertaining to the second contract to CFA for review and ap­

proval and requested an interim advance of $63,000 to enable fur­

ther preliminary planning. CFA delayed making the interim advance 

until July 1961 because the plans were incomplete and the city had 

failed to state when the construction would be started. 

Our review disclosed that the city had done no further plan­

ning on the incineration project after receiving the advance. In­

stead, all the subsequent planning activities had been dire~ted to­

ward the sanitary landfill method of disposal. Our review dis­

closed also that, although several extensions of time had been 

granted to the city for submitting completed plans for the incin­

eration project, there was litt~a likelihood that the plans would 

be completed by the date specified in the latest extension because 

the city had not definitely decided whether to construct an incin­

eration project or a landfill project. 

The Chicago Regional Director of Community Facilities advised 

us that the regional office was aware that the plans submitted at 

the time of the interim advance were not complete and had informed 

the city that it must produce plans for a specific incineration 

project. He stated also that, if the city did not submit com­

pleted plans for the incineration method of disposal, CFA would 

treat the agreement as breached and bill the applicant for the in­

terim advance of $63,000. He stated further that he was not aware 
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that the city was planning a sanitary landfill instead of an inc1n-· 

eration project. 

Since our review indicated that the applicant had conducted a 

study to determine a feasible method of garbage disposal, we pro­

posed that CFA withhold approval of the applicant's plans and at­

tempt to recover the interim advance of $63,000. 

The Commissioner, CFA, informed us in May 1963 that, although 

the original planning completion date of October 10, 1959, had been 

extended to October 1, 1962, only partial preliminary planning had 

been completed. The Commissioner concluded that the city had 

breached and in effect had terminated its agreement with the Gov­

ernment and stated that the regional office would be directed to 

bill the city for the refund to the Government of the $63,000 ad­

vance. On October 15, 1963, the Acting Commissioner, CFA, in­

formed us that the $63,000 advance had been repaid and that the 

balance of the Government's commitment had been canceled. 
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SCOPEOF REVIEW 
Our review of the administration of the programs of advances 

for public works planning, which was made at the Chicago and New 

York HHFA Regional Offices and selected public agencies within 

their jurisdictions and at the CFA Washington Office, included ex­

aminations into: 

1. The basic laws authorizing the programs and the pertinent 
legislative history~ 

2. CFA's policies, procedures, and administrative regulations
applicable to activities of the HHFA regional offices for 
conformance with the basic legislation and court decisions 
interpreting the basic legislation. 

3. Selected transactions and related agreements, project cor­
respondence, documents, and other data pertaining to se­
lected advances for public works planning for conformance 
with basic legislation and CFA's policies, procedures, and 
administrative regulations. 

Our review covered procedures of the regional offices princi­

pally in fiscal year 1962 and procedures of the Washington office 

through January 1963. CFA comments on the matters included in 

this report were received in May and October 1963. 
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APPENDIX 

HOUSINGAND HOME FINANCE AGENCY 

PRINCIPAL OFFICIALS 

RESPONSIBLEFOR THE ACTIVITIES EXAMINED DURING OUR REVIEW 

Tenure· 
From 

of office 
IQ 

ADMINISTRATOR,HHFA: 
Albert M. Cole 
Norman P. Mason 
Lewis E. Williams 
Robert C. Weaver 

(Acting) 

Mar. 
Jan. 
Jan. 
Feb. 

1953 
1959 
1961 
1961 

Jan. 1959 
Jan. 1961 
Feb. 1961 
Present 

COMMISSIONER,CFA: 
Pere F. Seward 
John C. Hazeltine 
Sidney H. Woolner 

May
Aug.
Feb. 

1950 
1953 
1961 

Aug. 1953 
Feb. 1961 
Present 

REGIONALADMINISTRATORS?.HHFA: 
New York Regional Orfice: 

Clarence R. Knickman 
William D~ Jones ·(Acting)
Walter S. Fried 
Daniel R. Bayer (Acting)
Lester Eisner, Jr. 

Chicago Regional Office: 
John P. Mccollum 

Dec. 
June 
Dec. 
May
June 

July 

1954 
1955 
1955 
1960 
1960 

1955 

-June 1955 
Dec. 1955 

• May 1960 
June 1960 
Present 

Present 

REGIONALDIRECTORS, CFA: 
New York HHFA Regional Office: 

William P. Jones 
Ralph Cornell (Acting)
Ralph Cornell 
Richardson J. Thompson (Acting)
Richardson J. Thompson

Chicago HHFA Regional Office: 
Lester Brown (Acting)
Dean Swartzel 
Lester Brown (Acting)
John P. • Harris 

May
Mar. 
Aug.
Oct. 
Oct. 

Aug.
Aug.
Sept.
Mar. 

1955 
1957 
1957 
1961 
1961 

1951 
1956 
1957 
1958 

Mar. 1957 
Aug. 1957 
Oct. 1961 
Oct. 1961 
Present 

Aug. 1956 
Sept. 1957 
Mar. 1958 
Present 
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EXECUTIVE OFFICE OF THE PRESIDENT l.t E 
BUREAU OF THE BUDGET Pt~/F~ 41" 

WASHINGTON 25, D.C. 

DEC1 1 1968 

f.EMORANDUMFOR nrn PRES! DENT 

Attached is a staff memorandum ul1Dllarizing the Housing and Home 

Finance Agency's legislative pro ram for 1964 and commenting 

briefly on it. As I mentioned in our telephone conversation, 

I have not yet completed my own review of this agency's 1965 

budget and accordingly would like to reserve my final position 

on this legislation. 

Director 

Attachment 

RECEIVED 
DEC2 31963 
C_ENTRACFf LES 



EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON 25, D.C. 

oE.C1 1 1963 

MEMORANDUMFOR THE DIRECTOR 

Subject: 1964 Legislative proposals for the Housing and Home Finance 
Agency 

As you requested, we are setting forth below a brief resume of Housing 
and Home Finance Agency's legi'slative proposals with equally brief 
comments reflecting staff views at this time: 

EXTENSIONS PROGRAMSOF EXISTING 

1. Urban renewal capital grants -- $3 billion for a four-year period. 

2. Urban planning grants -- $125 million for a four-year period. 

3. Open space land grants -- $125 million for a two-year period. 

4. Urban transportation assistance -- $375 million for grants over a 
three-year period, supplemented by loan guarantee·s. 

5. College housing loans -- $900 million for fiscal years 1966-68. 

6. Direct loans for housing for the elderly -- $250 million for a 
two-year period • 

7. Public works planning advances removes limitation on appropri-
ations ($25 miiiion requestecl for 1965). 

s. Low-income housing demonstration grants -- $5 million. 

Conanents: These are mostly non-controversial although we disagree 
with the Agency in some cases on the amount needed; we further believe 
that pa.rt of the urban renewal grants and all of the college housing 
loan request could be deferred. 

,.,.......-
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2. 

MAJORREVISIONOF EXISTING PROGRAM 

9. Low-rent public housing -- a 200,000 increase in wtits to be can-
mitted over four years at an ultimate cost of $150 million a year 
in annual contributions; revised financial assistance fonnula to 
encourage use of rehabilitated existing housing; and an additional 
subsidy of $120 per annum per mit for mits ·occupied by new urban 
renewal displacees. 

Comment: We agree on the need for additicnal units but numbers are 
flexible; we see n·o real justification for special subsidy for urban 
renewal displacees. 

NEWPROGRAMS ACCEPTABLEGENERALLY 

10. Public housing rental subsidies for leas:ad mits -- 40,000 mits over 
four years at an annual cost of $29 million in full operation. 

11. Conversion of home e uities of the elderly into life annuities -- a 
as ca· y se ~S\lpporting insurance program requiring on y imited 

Federal administrative expenditures. • 

growi~g areas. 

13. Loans for advance a uisi tion of land for 
e erre repayments on loans or option 

for future State or local public works. 

• • 
or pur 

14. New conmumities development program -- planni~~ grants and loans to 
public bodies and loan insurance for private developers to encourage 
better-planned suburban development. 

15. Grants to States for training governmental personnel -- up to $25 
million a year for SO per cent_ grants. 

CONTROVERSIAL STILL BEING CDNSIDERED PROPOSALS 

16. Su newal 

12. loans for and sewer s stems 
-- payments o asic capacity in ast-

per 
cent of a family's monthly gross incane and average local rental 
costs of adequate housing.· 

17. 
m payment up to one- rage annua net 

income, but not to exceed $5,000 per finn. 
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Comment on 16 and 17: Legitimate problems, but probably should be 
handled through general reform of State eminent domain compensation 
principles. 

18. Demonstration program on human problems -- $25 million for grants 
of up to lotrper cent for local programs to deal with social 
problems of urban changes. 

19. Below-market interest rate loans for home rehabilitation -- insured 
loans at 3-3/8 per cent to be purchased ($SOmillion a year) by 
the Federal National Mortgage Association for rehabilitation and 
refinancing existing indebtedness on homes in urban renewal areas-­
including deferred repayments for elderly homeowners. 

20. Grants for basic water and sewer facilities -- $750 million for 
four years of 30 per cent grants. 

21. Grants for public facilities in new COIIIDWlities-- 30 per cent grants 
as supplement to new communities development program described 
in item 14. 

22. Mortgafe payment-insurance for unemployed FHA or VA home owners 
partial coverage of up to one year•s mortgage payments during 
periods of temporary unemployment. 

co-ents on 18 throuf!a 22: We believe these proposals either dupli­
cate existing programs(# ), involve excessive Federal expenditures for 
the benefits derived (119, 20, and 21), or can be handled at less cost 
through altematives to be made available through minor modification of 
existing programs (122). We need, however, to explore these questions 
furthe·r with the Agency. 
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Jlecembu 3, 1963 

DearWa,-: 

Please accept my sincere thank• for your 
very proleaalozaal help during tlMIeventa I 

I_.of the past weeb. I very much appnclate4 
I 

I 

I

JOQZ' vol\Ultarily t■Jdna on the•• tough uaip­
menta. an4 lt wa• indeed a .comfort to m• to 
lmow tha& they were 1D 1oo4 hand1. The nn 
of my ■taff 3olu patefu1m• bl aendtnaJO'&. 
thanks. 

. . I • Smcenly JIN&'.. 
' .... t 

. · • • Plera SaUqn- -. PS:e.c~ 
Pnaa Secntuy....~ 
X 

Mr. Wayne PhWlpa 
JDformatloa0ffl04l 
HHFA . 
WaaMn&f;•,25• D.C. • 
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