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May 19, 1964

Dear Mr. Comptroller General:

This is in acknowledgment of your letter

of May eighteenth to the President, en-
closing a copy of your report to the
Congress on weaknesses in administration
of the requirement for the workable
program for community improvement for
the city of Ciacinnati, Ohio, by the Housing
and Home Finance Agency.

It has been noted that two copies of this
report are being sent to the Director of
the Bureau of the Badget.

Sincerely,

Ralph A. Dungan
Special Assistant
to the President

Honorable Joseph Campbell
Comptroller General
of the United States

Washington, D. C.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548

o

B-118754 May 18, 196k

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.
Comptroller Genera

of the United States

Respectfully yours,

Enclosure

The President
The White House
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548

MAY 18 1964
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 commuypitly imprevement
for the city of Cincinnati, Qhio, by the Housing and Home Finance Agency.
The Housing Act of 1949, as amended, requires that, as a prerequisite
to the receipt of Federal financial assistance fo» eertain housing pro-
grams, a community must present to the Administrator, Housing and
Home Finance Agency, a workable program for community improvement,
which is a continuing plan of action for effectiyely dealing with the prob-
lem of urban slums and blight. These programs must be certified by
the Administrator who then recertifies them periodically.

The Housing and Home Finance Agency repeatedly recertified
Cincinnati'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 prqvided 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,









REPORT ON
WEAKNESSES IN ADMINISTRATION OF
REQUIREMENT FOR THE
WORKABLE PROGRAM FOR COMMUNITY IMPROVEMENT
FOR_THE CITY OF CINCINNATI, OHIO
BY THE
HOUSING AND HOME FINANCE AGENCY

INTRODUCTION

The General Accounting Office has made a review of the admin-
istration of selected phases of Cincinnati, Ohio's, workable pro-
gram for community improvement by the Chicago regional office,
Housing and Home Finance Agency (HHFA). Workable 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 local communities through

advances, loans, and capital grants for the purpose of assisting in



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

From
ADMINISTRATOR, HHFA:
Albert M. Cole Mar. 1953
Norman P. Mason Jan. 1959
Lewis E. Williams (Acting) Jan. 1961
Robert C. Weaver Feb. 1961
REGIONAL ADMINISTRATOR, CHICAGO HHFA REGIONAL
OFFICE:
John P. McCollum July 1955

To

Jan. 1959
Jan. 1961
Feb. 1961
Present

Present



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 wvas 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 controlled solely through the
clearance of existing slums; that the problem would 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 resougces €@ encourage, on a
community-wide basis, the elimination and preventien of slums and
blight. Accordingly, the Congress amended section 101 of the Hous-
ing Act of 1949 to require that a community must develop a compre-
hensive workable program for community improvement in order to re-
ceive Federal financial assistance under the slum clearance and ur-
ban renewal program and under other hgusing programs (including
low-rent public housing).

Section 101(c) of the Housing 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 *** unless (1) there is presented 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 eliminate,
and prevent the development or spread of, slums and urban
blight, *** and (2) on the basis of his review of such

3



program, the Administrator desermines that such program
meets the requirements of this subsection ***x,"

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.



The stated policy of HHFA is to extend financial assistance to
only those comminities 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 workable 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.

i



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 review 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, commer-
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, dwell-
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 generaliy fall
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into two main categories: (1) housing standards which are embodied

in codes that prescribe the minimum conditions 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 standards 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 101(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 give 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 ***. "



WORKABLE PROGRAM REPEATEDLY RECERTIFIED
AND URBAN RENEWAL FUNDS MADE AVAILABLE
FOR CITY THAT DID NOT MEET ESSENTIAL
WORKABLE PROGRAM REQUIREMENTS
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 $40 million 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 1s
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 "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
8



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 recertiiication in June 1955, the city, ir
commenting on the status of the major objectives of the preceding
year, stated_that: '

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

* * * * *

"k*x* jt 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 prbgram, recognized that, when coﬁpared with housing regula-
tions recommended by APHA and with regulations adopted by certain

other major cities, Cincinnati's regulations were weak in several



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 Hous‘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 deficiencies, the correction of which was considered 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 find 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 area,

'""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-
tified the worl:able program on July 26, 1960, for the fifth time,
on the basis of the city'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 tﬁe 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
unit 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 capable 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. HHFA officials
informed us that the Cincinnati heating ordinance fails to meet the
requirements cf 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 tenant does not own, and cannot afford to buy,
an adequate heating unit.

2. The safety of space heaters is questionable. An inspection
in 1960 of 5,42€ 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
11









AGENCY'S COMMENTS AND CORRECTIVE ACTION
In a letter to us dated May 22, 1963, the Administrator,

HHFA, stated that Cincinnati's housing regulations had been grad-
uzlly 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 meny 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 connection: '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 is well regulated, and properly vented, it seems
to be a satisfactory method of heating habitable space.'
While it is true that there is some hazard involved in
the use of any type of space heater, it would appear to
be unreasonable and unrealistic to require the installa-
tion of central heating plants in Cincinnati's hundred
year old tenement buildings, which were designed and
built for stove heat."

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
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program requirement of sectioﬁ 101(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. 1In 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 standards 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, 6hio, was made at the HHFA regional
office located in Chicago, Illinois, and at the city of Cincinnati,
Ohio. Our examination included:

l. 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 selected transactions and related correspond-

ence, documents, and other data pertaining to the housing
codes and ordinances of the city of Cincinnati.

U.S. GAO, Wash., D. C. 17
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Tho Precidont appreciated tha stiroment of the Sx:cutive Comuiite 2
of the, American Municipal As:cciation on some a: - :cis of our urbon
and domeetic probleams, and as'e« that § reply to yvour lotter and the
paiats made in the statoment. ‘i suppo:t exprecaod fo2 tho £ niie
Poverly Program and the Adminincration's proposuls ia tha {icld of
mass transportation, area redavelopment, and housiag and cornrauii’ty
davelopmeant, is of course mott weleorme. Tho American Muanicipal
Ascociztion knows flrst haiid the psrobloms we ard taying to solve will
the Auntiel'overty Program and our mejor proposals to apslet oscazly
urlan growth and developmont.

Vic con easily undorstand the con:2rn for effoctive coordinntion «f
Fel:ral urban programs which piompts your recommendation ior
the estoblishment of a task for:c t= siucy the reed for a Presic =ticl
st t2 provide this coordinatisn, The growing olze and compl. ity
of =rian probloms has becomc a :::atter of great concern at cver;
Yev.:l of government. It 8 clu~rly aprareat that cily by eoncext:d
and coordinated goveramental and private offort ¢an wa oxpaet Lo
€00 with these serious problems which cut zcross Siato and lu:nl
boundary lincs.

Tho Proeidont has, &8 you obzarvad, subsuit.cd to the Coagress a
proposal to entablish a Cabin: teluvel\Dapartrarat of Housing and
Cc.nmunity Davelopmeont, and your cuhtinuing cupport for this pro-
pc al §s appreciated, A primurycbjcctive of catablisting & Cabinct~
loval Dapartment of Housing and Community Dovalopment is to
provide leadorchip aad assictiace in achieving the nocescary plonning
aad action with reapcct to ull Fedozal activitics affecting urbaw crecs,

Thora bave been, as you krow, many studies by indoponder: conunise
sioas of the noed for clizctive coordination of urban programs in th:
exccutive departments and agencies. Congrecsional committces have
also ctudied and held extensive hearings on thass same quastions.
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" “he zcport prepared by Paul Zinmert of the
Community Facilities Division ir. San Francisco
on the Wooloide power line controversy is, in
my view, an excellent job and I lope you will
su8s on my appreciation to Mz, Timmert.

Lee C. Vlite
Asgsgociate Special Counsel
to the Preasident
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F62498
THE WHITE HOUSE OFFICE

ROUTE SLIP

(To Remain With Correspondence)

- PROMPT HANDLING IS ESSENTIAL.
—Birector-of the Bureau of the WHEN DRAFT REPLY IS REQUESTED ’
Budget THE BASIC CORRESPONDENCE MUST
BE RETURNED. IF ANY DELAY IN
SUBMISSION OF DRAFT REPLY IS :
—Attentiont My, William Carey ENCOUNTERED, PLEASE TELEPHONE 3

Executive Assistant OFFICE OF THE SPECIAL ASSISTANT.

Date —sppiiat—i964—
FROM THE SPECIAL ASSISTANT 4

ACTION: cComment

Draft reply

For direct reply

For your information

For necessary action

For appropriate handling % — !
See below

Remarks: 1

oro 16719049

L&r. to Pres., 4/20/64, from Robert C.
Weaver, Administrator, Housing & Home

By direction of the President:

Ralph A. Dun §
Finance Agency - submitting the report of the sgegial Assig':gm _
Housing and Home Finance Agency on employment, to the President o,
management improvements, and cost reductions ¢ et ]

for the quarter ending March 31, 1964.

hi 3lse sent 10 ' -
Mothizng 318
et central Files as of _(,Z/_S/U{
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Honorable Joha W. King
Goveruor of New Hampshire
Concord :
New Hampshire {
Mra, Johngon Joi.ns me in expressing to you our deepest sympathy at

the loss of your Inthez.

Cur thoughts are with you and your family, and we pray that Cod
will bless you and help you to persevers throughout these difficuit

aad mouraful days.

LYNDON B, JOHNSON

CC: Mzr, Holbora

Central Files | Ch it

CC: Honora.ble Fred A. Forbes -
Assistant Administrator, Housing and Home Finance Agency
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Fé///‘(l //Pl'erre Sl’..fl.nger
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April § 1964

- Dear Fred;

My speedy departure from the White Fouse
prevented my having the time to call on you
personally to let you know how greatly I ap-
preciated your guidance, Lelp and support
during my tenure as Press Secretary,

The association we developed over the years
means a great deal to me personally and pro-
fessionally and I hope you'll accept these in-
adequate words as a measure of my thanks
and appreciation,

I would be pleased if you would extend my sin-
cere thanks to the rest of your able staff with
whom it was my pleasure to be associated,

1 hope it won't be too long before seeing you again,

Sincerely,

Pierre Salinger

Mzr. Fred A, ?orbes

Assistant Administrator (Public Affairs)
Housing and Home Finance Agency
Wasghington 25, D,C.
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E_XECLTIVE
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Desr Mr. Administrator:

The Preaident on April second signed
an Executive Order entitled, "Establishing
the Federal Reconstruction and Development
Plaoning Commission for Alaska," a copy of
which is enclosed,

Sincerely,

WILLIAM J. HOPKINS
Bxecutive Clerk

Honorable Robert C, Weaver

Housing end Howe Finance Agency
Washington, D.C.
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February 9, 1962:

February 9, 1962:

June 15, 1962:

July 18, 1962:

July 23, 1962:

September 27, 1962:

FebruarHS, 1964

ECUTIVE

2y
CHRONOLOGY OF ACTIONS WITH HHFA

ON PLANNING FUNDS FOR 1964 PROGRAM

February 9, 1963:

February 14, 1963:

R@““m

ok
ML B

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.

HHFA acknowledged receipt of application and assigned a
project number of P-Tex-3132.

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.

Agreement tendered by HHF A granting $140, 000 for pre-
liminary planning work.

Agreement accepted by BRA.

HHFA check for $42, 000 was received by BRA.

HHF A announced approval of an increase of $127, 000 (to
$267,000) in the advance for preliminary planning of the

project.

HHF A 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 durin;

the next fiscal year."

Accompanying this HHFA letter was an Amendatory Offer
which (1) increased the Government advance from $140, 000
to $267, 000 (2) spelled out the additional preliminary
planning covered, and (3) specified January 19, 1964, as

a completion date for preliminary planning.

Nd;hing 5&% sent to w] e
Contral Files as of /7Y

!



February 19, 1963:

February 20, 1963:

March 5, 1963:

April 29, 1963:

May 28, 1963:

January 17, 1964:

January 21, 1964:

January 22, 1964:

February 3, 1964:

February 10, 1964:

Amendatory Agreement executed by the Authority and
forwarded to HHFA.

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

HHF A approved reimbursement schedule.

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

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

Letter dated January 16, 1964, together with supporting
data was delivered to HHFA. 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 $226, 892) be included in the request for
final planning. The amount requested concurrently for
final planning was $313, 108.

The urgency of expediting the additional grant for final
planning purposes baséd on commitments with respect to
land acquisition was explained to HHFA,

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

Further inquiry made by HHF A 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 HHFA. Mr., Porter indicated that the


https://42,079.27

February 19, 1964:

February 20, 1964:

February 25, 1964:

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
developed. ' '

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.

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.

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.

THULT
T. B. HUNTER
Assistant General Manager



March 2, 1964:

March 3, 1964:

March 9, 1964:

3/12/64

SUPPLEMENTAL
CHRONOLOGY OF ACTIONS WITH HHFA 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 HHF A 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.

TV
T. B, HUNTER
Assistant General Manager

cc: Mr. Harry Provence
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HOUSING AND HOME FINANCE AGENCY
OFFICE OF THE ADMINISTRATOR . WASHINGTON25,DC. F G 2 ¢/
Federal Housing Administration
Public Housing Administration

Federal National Mortgage Association
Community Facilities Administration
Urban Renewal Administration

February 12, 1964

MEMORANDUM FOR: 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.

Assistait Administrator
(Public Affairs)

I‘”""n’\ rj‘r‘z:
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PRESIDENT'S PERSONAL AUTOGRAPH FILE RECORD /ﬁé’ _%1
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Date Mailed: Jenwry 26, 196k

Item Amtographed:

(X ) Photograph of the President, furnished
by office
( ) Photograph of the President, furmished
by party being autographed for
) Photograph of President with someone
else
) Magazine Cover

Inseription: To Dr. Robert Weaver a vise man Iyndom B. Johmson

For party other than ome to whom addressed or delivered:

Sent or delivered to:

X
m.bhlohﬂ C. Weaver
Adwminigtrator
Housing and Home Finance Agency
Washingtom, D.C.

CRS 41
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HOUSING AND HOME FINANCEAGENCY
OFFICE OF THE ADMINISTRATOR ] WASHINGTON 28, D.C.
Federal Housing Administration
Public Housing Admiaistration
Federal National Moertgage Association
Community Facilities Administration ’

MEMORANDUM FOR:  Honorable Lee C. White
: Assistant Special Counsel
to the President
The White House

SUBJECT: More complete specifications with regard
to certain function in Section 6(a) of
"Specifications for a Bill to Combat
Poverty"

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.

. [
Robert C. Wﬂea'v‘e‘r“\ 1

Administrator

_ Enclosures

B T S— - — - ———— -—
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Dear Mr. President:

In response to your request at the Cabinet meeting, Friday, January

17, the Department of the Interior will effect at least a ten percent

reduction in the publications program,
This reduction of public costs will be effected through:
A, Elimination of some publications.

. Consolidation of other publicatio'na.

-

B
C. Elimination of expensive bindings for gift to VIP's.
D

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

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
publications accurate, since 90 percent of the total number of our
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. :

Implementation of this ten percent cut by Interior is now being pursued
vigorously.

Sincerely,

Stewart L, Uda
Secretary of the Interior

The President
The White House

tot . @
2 g s g 2 /‘7‘(
SIS - 3!]0115'2
THE SECRETARY OF THE INTERIOR "~ ©° ~6 2
WASHINGTON - Suglen FrlCo
Fres|
January 24,1%196AN 24 " 1 5% g. 44/ |
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Honorable Robert L. Mallatt, Jr. CC 9¢lS

Mayor of Kecne @ At

Keeno

New Hampshire

I am delighted to learn that Keene, New Hampshire, has joined
the war against poverty to which I have dedicated mysclf and this adminia-
tration. As we all know, poverty is a national problem -« a problom
which peeda to be attacked and conquered in every private home, in
evéry public office, in every local community throughout the Nation.

Keene's "Task Force Poverty" is 2 particularly gratifying accepts-
ance of my challenge.l “To you, Mayor Mallatt, and to all those public
officials and private citizena of Kecne joined in this effort, I send my best
wishes and the hope that in this land ;af plenty, poverty will soon be completely

eradicated.

Lyndon B, Jchnson

CC: Mr, Holborn

Central Files

PR Unit

Mr, Salinger

Mr, Reardon

Honorable Fred A, Forbes, H & HFA,
LBJ:MS:mb.

LI P
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Dear Dr. Weaver:

Under Executive Order 11136, which establishes the President's
Committes on Consumey Intervests, the head of cach Federal
department or agency which is to be represented on the Com-
mittes is to designate one person who shall be an assistant sec-
retary or an official of comparable ramk to serve as & membex
of the Committes.

Mrs. Esther Peterson, my Special Assistant foy Consumer
Affaive, will serve as Chairman of the Committee., Will you
please inform lirs, Peterson as soon as possible whom you
are designating to represent you oa the Committee ¥

It is important that Mre. Peterson be given full cooperation
and support in this effert, including the required baudget and
staff and assistance which is to be provided by the agencies
represented on the Committee, &8 set forth in the Executive
Orxder.

In establishing this Corumittee, 1 have directed that it consider
the Federal policies and programs of primery importance to
consumers, I am confident that each agency which has con-
sumer programs will assign a high priority to reexamining its
policies, programs and procedures to insure that, im its over-
all task of furthering the public interest, consumer interests
will be given more careful consideration.

v

Homorable Robert C. Weaver

Housing and Home Finance Agency
Washington, D. G.

LBJ:EP:ceb
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Federal Housing Administration
:thi:“ﬂlo‘nﬁnq ?c‘l:nl:htrnii:l o . JAN 2 1 1964

Community Facilities A'dl‘unidxu!bn
u‘h. R 1 RAdmint ad: -

Dear Mr. President:

In accordance with your memorandum of November 30, 1963, I am submitting the
report of the Housing and Home Financc Agency .on cost reduction actions taken
during the past year and on my plans for further steps to be taken during the
coming year.

The enclosed report, in the format su;jgested by the Bureau of the Budget, oute
lines the specific actions and plans of this Agency and its constituent organe
dzations for cost reductions and incroased efficiency.

Throughout the past year I have placed increased emphasis on more efficient
and economical operations, as have tha heads of the constituent organizations
of the Housing and Home Finance Agency. We have updated and expanded our
management iuprovement program. We have developed a manpower control and utie
lization program in response to President Kennedy's directive of October 11,
1962, and we have made significant progress in its implementation. The results
to date, while preliminary, have beer encouragini, and I am directing that
these progrems be accelerated during the coming year. '

These programs produce & contimuing flow of specific changes and improvements
in the ways in which the Agency and its constitucats carry out their work. As
would be expected, many of these cherges are relatively minor and the savings
in each case are correspondingly smell; in total, however, they have produced
significant results. During the past year, thosa improvement actions of the
Agency which can be estimated in doller terms have produced saving of more than
$4 million in our cost of operations. This saving is, in fact, & continuing

- one, since the one-time savings included are counterbalanced by savings in

effect only a part of the year and which are therefore included at only a frace .

tion of their annmual rate.

In addition, increases in user chargeos through increased FHA fees produced

approximately $3,500,000 last year and will produce an estimated $7 million

ennually. Also, the Agency has programmed or ccmpleted fiscal actions to ree

duce by $650 million at the end of filscal year 1965 the amount of Governmenut
. funds ch would otherwise have been tied up in long-term investments.

This Agency is charged with responsibility for & mmber of new, dynamic pro-
grams, in expanding ereas of public scrvice. Consequently, these savings wmust
often be reductions from amounts which would otherwise have been required,
rather than reductions from an existing, static level. Since such reductions .
enable the Agency to meet expanding national necds through increasingly ef-
ficient use of dollars and manpower, I feel that they are real and valid save
ings. These savings have been taken fully into account in our budget proposals
for fiscal years 1964 snd 1965. , :

=
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Dear Mr. Becrotaxry:

mrmm %2 the suthority contelned in the Rudbllc Vorks Approprlation
Act, 1964, T hereby sllovste fucm the sppropristion for Public Vorks
Accsleyationt

To Lot
D s e .

Dopartommt of Doslth, Dducation,

~ end Velfore $7,000,000
Rourdng end Fome Financo Aguaxy 80,003,000
Department of the Interior _ 1,003,000

Total , 283,000,000

to bz expended by oald aponcies for the ixftiction or ecseleration of
piblie worln pro ccto as suthorised by Public Low 87-658 approved

Captober 1b, 1‘ 2, ond an pot forth in your lotter to we of Jawery 2,
lf-u?&. The mm horedy ellocoteod dhinll be svalledhle only for project
evzonses, excapt thaot §300,000 of tho moount nlloowted o IKEA awy bo
utlilized for stnindctratlve exponsed as noeded in cerrying out thia
ProgItd.

In addition, the follr}xﬂ.:zg caonte are allocsicd £or the necesseey costs
of ndmnistoring the inftistion or acceleration of the biic voiks -
yrojecte finenced fom previoun appropriations:

To ' svAmt
Departzent of Commoree $350,000
Peperinment, of Health, Educatiom, ~
. end Valfeen 250,000
Boseing apd Home Finance Agency 3,500,000
Total 2,000,800

uznmmmm%mmmmﬂw@rmmmm
the varioun agoncies vhon this bhas been accanplivhed.

Siacerely, T
/ % "L %“ | LYNDON B., JOENSON ' 5
Gy  flpet oforfly s

- -

¢ =
—
~
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HOUSING AND HOME FINANCE AGENCY :

OFFICE OF THE ADMINISTRATOR & WASHINGTON 25, D.C.

Fed 1H i Administration
Public Housing Administration

Federal National Mortgage Association
Community Facilities Administration
Urban Renewal Administration

Jamary 17, 196k

MEMORANDUM FOR: Lee White
The White House

Here is same background on the Indian housing activities
I told you about on the phone earliexr today.
) X
o SO et "{'m'-ﬁ'ol #
Milton Bemer
General Counsel
Enclosure



INDIAN HOUSING PROGRAM

The public housing program for Indians on Indian reservations started
wunder the Kemnedy Administration by interpretation of the Public
Bousing Administraticn and the Buresu of Indian Affairs that such

a program vas legally permissable under existing law. The first project
(over 50 units of which are alieedy occupied) was comstructed on the
Pine Ridge Reservetion, South Dakota, and is of the conventicnal rental
type bousing vith the exception of the congregate housing facility for
the elderly vhich is the first congregate facility umder the public
housing program. Although South Dakote has hed a public housing lav
for s muber of years, this Indian project was the first public housing

project in that State. \

The public housing Indisn progrsn in gemeral received a major impetus ,
from & meeting sponsored by Senstors Mansfield and Metcalf om July 26, 1961,
attended by the Public Housing Administration, the Buresu of Indian Affairs,
end the Public Health Bervice at which all of these Agencies agreed to

work together towards helping to alleviate the serious housing problems

that have existed for many years on Indian reservations. Aftey thet meeting
& number of applicstions for conventional public housing were received

and processed in the usual meanner.

In late 1962 the Public Housing Administrstion develeped the mutual-help
concept and it wvas agreed to try it on a test basis at the San Carlos
Reservation in Arisonsa. Ten of these houses are under comstyructiom now.
The advantages of the mutual-help idea are extremely lov remntal payments,
conversiom of the unenployment of Indian families into housing equity,
incentives of home ownership and of maintenance of the units by the
occcupants, and resulting economies in Federal subsidy over the normal
rental-type program. Although it was made explicitly clear that the San
Carlos project wvas to be a test program on this one reservation, the
popularity of the mutual-help concept was 80 greet that the grester nmumber
of units applied for by Indians since thet time has beem for mutual-help
housing.

The Bureau of Indian Affairs has agreed to assume the full respousidilities
required for sdministrative services to the approximately 1,500 units of
mtual self-help housing nov suthorized in the development and menagement
stages.

-
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OFFICE OF THE ADMINISTRATOR

Federal Housing Administration

Public Housing Administration

Federal National Morigage Association
Community Facilities Administration
Urban Renewal Administration
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HOUSING AND HOME FINANCE AGENCY £& 245"
OFFICE OF THE ADMINISTRATOR . WASHINGTON 25,D.C.—

Pederal Houring Administration
Pr\lic Housing Admintstration
Federal National Morigage Association

Community Facilities Administration - JAN 1 0 m

Urban Resewal Administration

The President
The White House
Washington, D. C. 20501

Deax Mr. Pralidentt

In response to your memorandum of December 24, 1963, I have once again
reviewed the ceiling figures on year-end employment for this Agency for

_the fiscal years 1964 and 1965 which vere exrived at earlier in discus-
sions with the Burean of the Budget.

In this process, we have identified additional reductions in year-end
employment for fiscal year 1964 totaling 75 permanent jobs. While this
1s not a great nmumber in itself, it looms larger as an addition to
actions already taken. Before this edjustment, 196l employment for the
Agency had been reduced by 697 positions, or 4.6 percent, below the
number included in the 1964 budget as submitted last year to the Congress.
With this adjustment, year-end employment is expected to be 772 positions,
or more than 5 percent, below previously budgeted requirements.

End of year employment for the Housing Agency, &s you are aware, is sub-

Ject to a degree of uncertainty. The workload of the Federal Housing
Adninistration, for example, depends in important part on the extent and
concentration of bullding sctivity in the spring bullding season. Simi- o
larly, the workload of the Federal National Mortgage Association is sub- '
Ject to rather substantial fluctuations in the volume of mortgage purchases
and sales as a result of changes in the long-term money market. While -
factors like these, unfortunately, cannot be predicted with precision, I
believe that the reduced employment target which you have requested is
achievable and I shall bend every effort, in accordance with your instruc-
tions, to see that it 1s achieved.

With respect to employment for the end of fiscal year 1965, I do not find
further reductions which I would feel justified in proposing to you now
below the levels you have approved for inclusion in the Budget. This does
not mean that I have no hope of improving on these forecasts; it means,
rather, that I do not have facts before me which would permit me to identify
apecific points where such improvemont is attainable.



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

/

Al

Jamuary 6, 1964

Dear Mr. Administrators:

, The President on Jamary third signed
H#/i/ 3¢

an Executive Order entitled "Establishing the

President's Committee on Consumer Interests and
t.r.ne Consumer Advisory Council,” and also issued
a statement in connection therewith, copies of
which are enclosed.

Sincerely,

WILLIAM J. HOPKINS
Executive Clerk

Honorable Bernard L. Boutin
Administrator of General Servi ces
Washington, D. C.

Enclosures: 2
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Dear Mr. Comptroller General:

This will acknowledge your letter of December
thirty-first to the President, enclosing a copy
of your report to the Congress on the inadequate
collection procedures and other weaknesses in
the Administration of the programs for making
advances for public works planning, Community
Facilities Administration, Housing and Home
Finance Agency.

It has been noted that two copies of this report
are being sent to the Director of the Bureau of
the Budget.

Sincerely,

Ralph A. Dungan
Special Assistant
to the President

Honorable Joseph Campbell

Comptroller General _
of the United States s .

wum. D- C. o
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COMPTROLLER GENERAL OF THE UNITED STATES Ta—
WASHINGTON, D.C. 20548 s Stogile Mguge

Ty,

himgioa
6 JAN 2 0 ¢ 32

B-11875% 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.

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

Respectfully ours,3

Comptroller General
of the United States

Enclosure

The President
The White House



REPORT TO
THE CONGRESS OF THE UNITED STATES

INADEQUATE COLLECTION PROCEDURES AND OTHER WEAKNESSES
IN THE ADMINISTRATION OF THE PROGRAMS
FOR MAKING ADVANCES FOR PUBLIC WORKS PLANNING
COMMUNITY FACILITIES ADMINISTRATION
HOUSING AND HOME FINANCE AGENCY

BY
THE COMPTROLLER GENERAL
OF THE UNITED STATES

DECEMBER 1963




COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548

B-118754 DFC 31 1963

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

The Congress has authorized three public works planning programs,
the first two of which are presently in liquidation. 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 for a planned facility. 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
$118.4 million 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 discontinued,

A summary of our findings is included in the forepart of the report,
Our principal findings relate to (1) planning advances not recovered as a
result of inadequate collection procedures and (2) inadequate reviews for
determining financial feasibility 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.
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REPORT ON
INADEQUATE COLLECTION PROCEDURES AND OTHER WEAKNESSES

IN THE ADMINISTRATION OF THE PROGRAMS

FOR MAKING ADVANCES FOR PUBLIC WORKS PLANNING

COMMUNITY FACILITIES ADMINISTRATION

HOUSING AND HOME FINANCE AGENCY

INTRQDUCTION
The General Accounting Office has reviewed 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 review 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 brograms, 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.



The first and second programs of advances for public works
planning, authorized in 1944+ and 1949 respectively, were initially
carried out by other Government agencies. However, Reorganization
Plan No. 17 of 1950 (6% 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 planned public
works. HHFA's activities in regard to the third planning program,
authorized in 195%, encompass the approval of new advances in addi-
tion to the collection and follow-up activities.

The Administrator, HHFA, has delegated to the.Commissioner,
CFA, broad authority for administering the public works planning .
programs. The CFA office is 1n Washington, D.C.; the field activ-
ities of the programs are carried out by the seven HHFA regional
offices. Our review was made principally in the New York and Chi-
cago Reglonal Offices, which have Jurisdiction over the public
works planning activities in 17 States in the New England, middle
Atlantic, and north-central areas of the United States. A 1list of
principal officials responsible for the activities examined during
our review 1s 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.






SUMMARY OF 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, HHFA, advised us that he
had no comments in addition to those of the Commissioner, CFA.

SOME PLANNING ADVANCES NOT RECOVERED
AS A RESULT OF INADEQUATE COLLECTION PROCEDURES

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-
" slons 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
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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-
fled as obsolete by the HHFA regional offices. The projects that
had been classifled 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
reglonal offices of the correct interpretation and proper applica-
tion of the court-established repayment criteria wlth respect to
future cases involviﬁg 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 under 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. (See p. 19.)
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INADEQUATE REVIEWS FOR DETERMINING
FINANCIAL FEASIBILITY 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 prescribed conditions, the
HHFA regional offices make additional financlal 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 0Office 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 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






advances for projects determined to be financially infeasible.
(See p. 43)
PLANNING ADVANCE QOF QUESTIONABLE PROPRIETY--RECOVERED

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 1t was for a feasibillity 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 Facilitiles, the city
had not completed its plans for the project within the time limit
specified in the agreement with HHFA.

We proposed 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 been repald and that the balance of

the Government's commitment had been canceled. (See p. 51)



PROGRAM PROVISIONS AND ADMINISTRATION

FIRST AND SECOND PROGRAMS OF ADVANCES
FOR PUBLIC WORKS PLANNING

The first program of advances 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 Serviees. On
May 24, 1950, Reorganization Plan No. 17 of 1950 (64 Stat. 1269)
transferred all remailning functions under this program to the Ad-
ministrator of HHFA. Under the first program, $65 million was ap-
propriated. The authority for this program expired 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.l1l7
of 1950 transferred the responsibility to the Administrator, HHFA,

Initially, the provisions of the second program were essen-
tlally 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.

10
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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 i1ssued a manual which prescribes the
policies and procedures to be followed. Repayment of the advances
is required whenever the constructlon planned, or similar construc-
tion, is undeftaken. If repayment 1s 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 requires 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 1liability 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 1is 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:

) |



A

Advances for completed plans
(note a)

Construction undertaken and
advances repaid

Projects having unrepaid
advances

Analysis of projects having
unrepaid advances as shown
above:

Advances referred to GAO
for collection

Inactive or obsolete

Active plans

Total

First program of advances
for public works planning

Second program of advances
for public works planning

Number Estimated
of Amounts project
projects advanced costs

—in millions

6,453 $45.7 $2,586.5
3.580 23.9 1,515.3
2!823 $21.8 $l!OZl.2

2 0.8 $  18.4
1,6%& a11.5 523.4%
1,117 9.5 —329.4
2!823 $21.8 31!021.2

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

Number Estimated
of Amounts project
projects advanced costs
——in milliong———
1,165 $16.0 $949.8
872 11.4 745.8
293 $ 4.6 $204.0
6 $ 0.3 $ 8.9
97 1.2 64.5
190 3.1 130.6
293 $ 4.6 $204.0

and 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 collection of planning advances that are repay-
able for projects placed under construction, and (3) the follow-up
of projects still carried in the active reserve of planned public
works.

The responsibility for initiating a request for a planning
advance under the third program of advances for public works plan-
ning 1s 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
Advance 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, 1s
on preliminary planning. Preliminary planning may include investi-
gations, surveys, and cost estimates necessary to establish the
complete scope, character, and cost of the proposed public work.
Foundation exploration, test pits, core drilling, surface and sub-
surface water source investigatlion, 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

13



enough to permit the completion of financing arrangements and the
prompt completion of final plans and specifications.

Generally, in accord with CFA's prescribed policles and proce-
dures, advances for final planning are approved (1) when it is the
reasonable approach to a sbecific 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 detalled 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-
glonal 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. In accord 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, with prior CFA approval, 1f 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 1s required to repay only a propor-
tionate amount. In any event if repayment is not made promptly,
the unpaild 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, $44 million had been appropriated to the re-
volving fund. At that date, $39 million had been disbursed for

advances.
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Advances

wnnaﬁlrth:. and
recoveries r aggm
cal
Applications year 1962
Region Delerred Unaer approved Status of
and Piled and withdrawn re- Approved Total rojects ‘m_—mw—gmﬁ—‘ja——
State Number Amount Number ADOUNt view Rumber Amount  Number Amount Nu_mger Amount  pleted
United States 3,906 $117,906,958 851 $31,888,791 211 2,84k $74 1 501 $17,614,185 27 $780,673 1,901 1,774 $39,046,714 671 314.41‘4‘801
Reglon I (New York): o
Connecticut 51 $ 2,263,446 4 ¢ 258,390 1 4 $ 1,992,556 8 $ 308,716 1 $10,300- 24 2 $ 957,057 9 § 334,313
Maine 39 476,470 3 59,800 2 H4 409,1 4 43,208 1 7,300 17 130,642 - 187
Massachusetts 114 3,445,626 1 377,562 5 98 2,938,844 12 683,548 - - 70 ( 1 355.761 14 482,527
New Hampshire 44 827,351 4 39,800 1 39 717 551 3 37;283 - - % 26 470,313 4 140, 244
New York 116 3,569,293 17 458,080 3 96 3:051. 11 712,585 1 222,700 56 56 1,5 .33‘* 5 140,934
Rhode Island 21 T34,453 5 91,440 - 16 7 261,504 - - 5 4 éeg.159 - 40,55
Vermont 76 1,522,910 _ &4 94,096 _ 4 68 1,07 ,3 - 118,127 - - 59 58 2353 _10 206,11
Total 461 $ 12,839,549 _48 $ 1,379,171 _16 397 $10,831,128 45 $ 2,165,526 _3 $24C,300 257 253 $_5,817,619 42 $ 1,344,042
Region IV (Chicago):
Illinois ) 172 $ 4,600,758 57 $ 1,51 »593 17 98 $ 2.871 192 1 123.87‘* - $ - 38 73 $ 1,398,048 18 $ 239,255
Indiana 19 1,663,154 9 200 1 9 421,954 - 0,793 - - g 303, 7 3,66
Iowa 39 562,855 11 5 320 6 22 244,735 2 47,149 - - 2 1 121, 6 19,116
Micnigan 71 7,066,709 30 5,585,598 4 37 111‘10.6 1 7 293,960 - - 18 894,425 E 35,014
Minnesota 44 504,519 15 223,525 4 25 257,394 1 10,462 - - 23 18 110,073 2.053
Nebraska 4 444,025 2 411,050 - 2 32,97 - 455 - - 2 2 32,520 1 »
Nortn Dakota 5 86,165 38 80,852 - 2 2 73,211‘.3 - - - - -
Onio 104 3,965,851 1,295,907 5 61 2,3g2 12 578,642 1 37,020 87 42 1, ug 657 15 419,608
South Dakota 6 101,000 2 15,000 - 4 1 .g - - 3 3 1 15,000
Wisconsin 17 370,883 _ 4 25,411 - 13 3&5,‘&72 -1 117,822 = - 11 10 156.650 6 50,613
Total 431 $ 12522‘212 i $10,680,456 14 273 $_ 8,040,004 37 § 1|§£5|22° 1 $.37,020 222 191 $_ 4,552,870 61 $ 1,133,925




The types of facilities planned under the third program

through June 30, 1962, are summarized below:

Amount of Estimated
Types of advances project
facilities planned Number approved costs

Sanitation and water facilities 1,417 $32,130,022 $1,888,729,059
Schools and other educational

facilities 405 7,019,147 404,710,748
Other public buildings 176 7,061,635 425,748,729
Highways, roads, and streets 74 2,180,709 114,556,424
Hospitals and other health

facilities 52 1,401,790 91,90%,696
Bridges, viaducts, and grade

separations 28 1,234,346 96,461,540
Miscellaneous 191 694,322 486,758,490

Total 2,343 $56,721,971 $3,508,869,686

18



FINDINGS AND RECOMMENDATION

SOME PLANNING ADVANCES NOT RECOVERED
AS A RESULT OF INADEQUATE COLLECTION PROCEDURES

The CFA has not included in its collebtion procedures adequate
provisions to séfeguard against indefinitely postponing or preclud-
ing the recovéry 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 agenciés if and when they undertaeke 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 1is 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-
clated 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 belleve that these cri-
terla 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 policles and procedures relating to the advance
planning programs provide that, for administrative economy, the
HHFA regional offices shall classify pfojects 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 provisionv
requiring‘the HHFA regional offices to classify projects as obso-
lete as a result of the construction of substitute facilities éeems
to be inconsistent with the repayment criteria established by the
courts and has resulted in the suspension of collection efforts
with reépect 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 officeé. 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 of 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

On 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 501(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." '

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 theladdition planned with the advance were substan-

tially in excess of the amount that had been approved for the
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project. Accordingly, blds were rejected and the board used 1its
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 architecté derived little or no bene-
fit from the first set of plans 1n 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 preparéd both sets of plans gave un-
contradicted testimony that (1) the building represented by the
first set of plans was not built, (2) the bullding 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 to the defense outlined by the board, the court

observed as follows:

"It 1s obvious that the bullding 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'glans 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 bullding con-
structed is not the same bullding 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 aild in financing the
cost of architectural, engineering, and economic investi-
gations and 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 public 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 1t 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 1n any manner it saw fit as long as such use came
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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
expensiye 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, 'the public works so
planned! was undertaken and repayment of the advance 1s
accordingly required. The mere fact that the defendant
was unable to make use of the first set of plans or speci-
fications prepared under theilr general plan should not de-
feat recovery. 1t 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). 1In 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 varilous 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 3% 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 abandoned 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 deern—
ment appealed the trial court's decision.

The Court of Appeals stated that 1t was gulded by the Bismarck
decision and outlined the following test which should be applied in
ascertaining whether a planning advance should be repaid:

"x** 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 particular emphasis on the original
plans and specificationsg ***.," %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:

"The completed paving is not unlike that described in the

application. That 1s enough. The word anni 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 agency 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:

"This 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 iIn the Bismarck case which was again followed in the

case of U,S. v. City of Willis, Texas (264F. 24 672), the decision

in the Bismarck case must be regarded as establishing a legal'
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precedent as to the construction of the law involved, which prece-

dent should be followed by the Federal agencies in the administra-

- tion of that law.

Although the court cases cited above relate to planﬂing ad-
vances approved under the first public works planning program, we
believe that the criteria established in the court décisions 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 peftinent

enabling laws are substantlally 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 $l,l73,90h 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 classifying the planned projects
as obsolete.

Outstanding planning advances applicable to

public agencies in the area administered by
the New York HHFA Regional 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 the 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, represented 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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applicant had plans prepared in 1949 for construction of a school
bullding with a capacity for 2,500 pupils, containing facilities
stipulated in the application for the advance. Subsequently, the
applicant undertook construetion 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 facilitlies and functions
to satisfy the original needs. While the site was changed, it re-
mained "a 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 sets 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 senilor

high school, and the 'As Built' drawings 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 structures were intended to serve the same
purpose, it is questionable whether the project under construction

1s substantially the same as that contemplated by the plans

30



prepared with the advance." 1In 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 engil-
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 him to
make architectural, engineering and economic investiga-
tions prior to final design in his preparation of the 'As
Built' drawings. The Applicant, in its comment contained
in the latest Form H-907 (Construction Status Report)
dated March 3, 1953, 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 its pur-
poses under the purview of the regulations under which
the planning advance was made. 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 engineérs, 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 Facllities.

The Acting Regional Director of Community Facilities advised
us that the Deputy Reglonal 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 ald 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 faét 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, 1945
(amended on January 23, 1947, and on April 1, 1947), the Government
advanced to the applicant $7,100 to plan thé construction of a po-
lice headquarters building. A construction contract was awarded on
September 10, 1956, 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 aﬁarded.

According to a plan comparison report prepared by the regional
office review engineer, dated September 30, 1957, 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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comparison between the original and the as-buillt 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 construction of the
city hall building, the original plans "*** have been used under
the purview of the regulations on which the loan was made." and,
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 HHFA Regional
Administrator requested guidance from the Commissioner, 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 facilitles have been constructed, it appears that the
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On the basis of a ﬁlan 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 finding 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 1s 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 1s repayable. As in the Bismarck case, once the applicant

ascertained that construction from the original plans was
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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 'Bilsmarck' 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, *** sald 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 jall. 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 "1s 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 bullt 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 obsolescence.

We believe that CFA did not adequately consider the court-
established repayment criteria when it classified this project as
obsolete because the applicant carried out the general plan contem-
plated when 1t obtained the advance. The applicant intended to
construct a courthouse and Jjail, 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 criterla established by the
Federal courts, the advances are repayable and (2) advise the HHFA
reglonal offices of the correct interpretation and proper applica-
tion of the court-established repayment criteria with respect to
future cases involving the constfuction of substitute facilities.

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

"s*x*x T 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 practice
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as to the correct interpretation of the existing criteria

and, more importantly, the proper applicatlon 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 liability for specific repayment in

those difficult cases that iInvolve the construction of

substitute facilities."
The Commissioner stated further that CFA is developing plans for
the review of obsolete cases to identify 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:

"k** 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 operations
in this area."

On October 15, 1963, CFA issued a circular to all HHFA re-
glonal 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 obsolete 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 REVIEWS FOR DETERMINING
FINANCIAL FEASTIBILITY 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 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-
vliews 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 pfeliminary 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 financilal aid.

The CFA manual of policies and procedures provides that appli-
cations for plénning 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 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 Reglonal 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 basls 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 million each
from the States of Illinols 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 an 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
started 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 exlsting 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
O0ffice 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 without verifying
that applicants were capable of financing
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 1% of the advances under the third program of
advances for public works planning which had been made to public
agencies 1n 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-
glonal 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 1322h5 396,000 523,250 32

$126,1499

At the time the final plans for three of these projects were
approved, the CFA manual of policles 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 Regiohal Director could make
such a review if, in his opinion, a review was Jjustified. The man-
ual has since been revised to require a financial review when the
increase in the estimated construction costs 1is 15 percent or more.

The Deputy Regional Director of Community Facilities at the New
York HHFA Reglonal 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 applicant 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 agencles 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-
struct the proposed public wqus. Further, we believe that an ar-
bitrary limitation of 15 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-
cles 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 financlal 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. 1In such cases the preliminary financlal 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--RECOVERED

| 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
project 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 garage.
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 thé 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 Incineration program." Only the second

contract was submitted to CFA for approval.
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During December 1960 the engineering firm submitted general
plans to the applicant for two methods of disposal, incineration
and sanitary landfill. 1In 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 directed 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™e likelihood that the plans would
be completed by the date specified in fhe 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 6f $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 incin-
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-
témpt 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 termlinated 1its 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 Goyernment's commitment had been canceled.
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SCOPE _OF 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 Reglonal Offices and selected public agencies within
their jurisdictions and at the CFA Washington Office, included ex-

amlnations 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 leglslation 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

HOUSING AND HOME FINANCE AGENCY
PRINCIPAL OFFICIALS
RESPONSIBLE FOR THE ACTIVITIES EXAMINED DURING OUR REVIEW

Tenure  of office

From To
ADMINISTRATOR, HHFA:
Albert M. Cole Mar. 1953 Jan. 1959
Norman P. Mason Jan. 1959 Jan. 1961
Lewls E. Williams (Acting) Jan. 1961 Feb. 1961
Robert C. Weaver Feb. 1961 Present
COMMISSIONER, CFA:
Pere F. Seward May 1950 Aug. 1953
John C. Hazeltine Aug. 1953 Feb. 1961
Sidney H. Woolner Feb. 1961 Present
REGIONAL ADMINISTRATORS, HHFA:
New York Regional Office:
Clarence R. Knickman Dec. 1954 June 1955
William D. Jones (Acting) June 1955 Dec. 1955
Walter S. Fried Dec. 1955 May 1960
Daniel R. Bayer (Acting) May 1960 June 1960
Lester Eisner, Jr. June 1960 Present
Chicago Regional Office:
John P. McCollum July 1955 Present
REGIONAL DIRECTORS, CFA:
New York HHFA Reglonal Office:
William P. Jones May 1955 Mar. 1957
Ralph Cornell (Acting) Mar. 1957 Aug. 1957
Ralph Cornell Aug. 1957 Oct. 1961
Richardson J. Thompson (Acting) Oct. 1961 Oct. 1961
Richardson J. Thompson Oct. 1961 Present
Chicago HHFA Regional Office:
Lester Brown (Acting) Aug. 1951 Aug. 1956
Dean Swartzel Aug. 1956 Sept. 1957
Lester Brown (Acting) Sept. 1957 Mar. 1958
John P. Harris Mar. 1958 Present
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TXECYUTIVE
,' E12 }.;fv ﬂ-'r/’(/( ' -;\"J;“ 5:
December 20, 1963 Fe 295 i

—

Dear Mz. Weaver:

muaicate with you with sespect to the

ot ials for the Joha F.
SE—_ dy Librazy. 1 regard thie as 3 project
of historic impertance. """'"| m"‘:.:'
been attempted before in the thzough
of the Presidency. If carried
successfully, it will give future ge times
1 fully enderse the project snd P
165 t or agency cooperate fully,
subject to applicable laws and
and departmental or agency policies.

Ml‘”o

LYNDON B. JOHNSON

Cq‘r'bonl stamped in
Processiifg “urea

Homorable Robert C. Weaver
Administrator
Housing and Heme Finance Agency

Washington, D.C. .




WASHINGTON 25, D.C.

DEC 11 1963

MEMORANDUM FOR THE PRESIDENT

Attached is a staff memorandum $ummarizing the Housing and Home
Finance Agency's legislative program 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
CENTRAL FILES

7 é/gf Fe 247 2
v EXECUTIVE OFFICE OF THE PRESIDENT L E
' BUREAU OF THE BUDGET F[¢/F6‘ r',(,“ ‘/



EXECUTIVE OFFICE OF THE PRESIDENT

BUREAU OF THE BUDGET
WASHINGTON 25, D.C.

DEC 1 1 1963

MEMORANDUM FOR 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 legislative proposals with equally brief
comments reflecting staff views at this time:

EXTENSIONS OF EXISTING PROGRAMS

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 guarantees,

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 (325 million requested for 1965).

8. Low-income housingﬁdemonstration grants -- $5 million,

Comments: These are mostly non-controversial although we disagree
with the ngncy in some cases on the amount needed; we further believe
that part of the urban renewal grants and all of the college housing
loan request could be deferred.

RECEIVED
DEc2 1963

.@'[RA\_ FILES



MAJOR REVISION OF EXISTING PROGRAM

9. Low-rent public housing -- a 200,000 increase in units to be com-
mitted over four years at an ultimate cost of $150 million a year
in annual contributions; revised financial assistance formula to
encourage use of rehabilitated existing housing; and an additional
subsidy of $120 per annum per unit for units occupied by new urban
renewal displacees.

Comment: We agree on the need for additional units but numbers are
flexible; we see no real justification for special subsidy for urban
renewal displacees.

NEW PROGRAMS GENERALLY ACCEPTABLE

10. Public housing rental subsidies for leasedunits -- 40,000 units over
four years at an annual cost of $20 million in full operation.

11, Conversion of home equities of the elderly into life annuities -- a
~ basieally self-supporting insurance program requiring only limited
Federal administrative expenditures.

12, Public facility loans forﬁErowth capacity of water and sewer systems
-- deferred repayments of loans for excess basic capacity in fast-
growing areas.

13. Loans for advance acquisition of land for public improvements --
deferred repayments on loans for option or purchase of land needed
for future State or local public works.

14, New commmities development program -- planning 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 50 per cent grants.

CONTROVERSIAL PROPOSALS STILL BEING CONSIDERED

16. Supplementary housing payments for families di}s‘placed by urban renewal
-- payments for three years equal to the difference between 20 per
cent of a family's monthly gross income and average local rental
costs of adequate housing.

17. Special compensation for business firms displaced by urban renewal
== lump-sum payment up to one-half of a firm's average annual net
income, but not to exceed $5,000 per fimm,




Comment on 16 and 17: Legitimate problems, but probably should be

handled through general reform of State eminent domain compensation
principles.

18.

19,

20.

21,

22,

Demonstration program on human problems -- $25 million for grants

~of up to 100 per cent for local programs to deal with social
problems of urban changes.

Below-market interest rate loans for home rehabilitation -- insured

Toans at 3-3/8 per cent to be purchased (350 million 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.

Grants for basic water and sewer facilities -- $750 million for

Tour years of 30 per cent grants.

Grants for public facilities in new communities -- 30 per cent grants

as supplement to new communities development program described
in item 14,

Mortgage payment insurance for unemployed FHA or VA home owners --
partial coverage of up to one year's mortgage payments during
periods of temporary unemployment.

Comments on 18 through 22: We believe these proposals either dupli-

cate existing programs (#18), involve excessive Federal expenditures for
the benefits derived (#19, 20, and 21), or can be handled at less cost
through alternatives to be made available through minor modification of
existing programs (#22). We need, however, to explore these questions
further with the Agency.
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December 3, 1963

Dear Wayne:

Please accept my sincers thanks for your
very professional help during the events

of the past weeks, I very much appreciated
your voluntarily taking on these tough assign-
ments and it was indeed a comfort to me to
know that they were in good hands, The rest
of my staff joins me in sending you grateful
thanks,

C———

EXESULun |
FE&"‘//A/‘ ';-‘f-' & r"t’f. !
e RYE '

PRI |

PS:ecc
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Docember 2, 1963

Dear Fred:

I want you to know how much all of us
hare in the Press Office appreciated
the fiao services of Wayns Phillips
<uring the ovents of last week,

' He toc™ « 2 coch assigmment professionally

amdcayaaxyandmmindwmdtomad
to kim for making himself gveilable when
we moct nesdsd tha support and help of

BDast Regardh,

Press Secretary
to the President

My, Ired Fozbea
Ascistang Admhlm ‘Pﬂhﬁc Affairs)
IZIFA

Washington, D.C.

cc: My, Prillips

EXECUTIL

&
FE3 —//44«»« e/

: FG&%‘?#

PS:ecc
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