September 24, 1964

Dear Mr. Comptroller General:

This is in acknowledgment of your letter of
September twenty-third to the Presideat,
enclosing a copy of your report to the Congress
on ineffective administration contributing to
unsatisfactory progress in rehabilitating the

4 Hyde Park-Keawood urban renewal area,
Chicago, Illinois--Housing and Home Finance
Agency.

It has been noted that two coplies of this report
are being sent to the Director of the Bureaa

of the Budget.

Sincerely,

Ralph A. Dungan
Special Assistant
to the President

Honorable Joseph Campbell
Comptroller General

of the United States
Washingten, D. C.
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COMPTROLLER GEHNERAL OF THE UNITED STATES
WATH INGTON 8

B-118754 September 23, 196l

Dear Mr., President:

Herewith ie a copy of our report to the Congress on
ineffective administration contributing to unsatisfactory
progress in rehabilitating the Hyde Park=Kenwood urban re-
newal area, Chicago, Illinois—Housing and Home Finance
Agency.

Two coples of this report are beilng sent today te the
Director, Bureau of the Budget.

Respectfully yours,

Comptroller Genera
of the United States

Enclesure

The President
The White House



REPORT TO
THE CONGRESS OF THE UNITED STATES

INEFFECTIVE ADMINISTRATION CONTRIBUTING TO
UNSATISFACTORY PROGRESS IN REHABILITATING THE
HYDE PARK-KENWOOD URBAN RENEWAL AREA
CHICAGO, ILLINOIS

HOUSING AND HOME FINANCE AGENCY

BY
THE COMPTROLLER GENERAL
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office in Washington provides policy direction and technical as-
sistance to the regional offices.

Pursuant to section 106 of the Housing Act of 1949, as asmended
(42 U,s5.C, 1456), the Administrator, HHFA, delegated to the Commis-
sioner, URA, broad authority for administering the slum clearance
and urban renewal program. The URA office is in Washington, D.C.;
the field activities of the program are carried out by the seven
HHFA regional offices. A list of principal officials responsible
for the activities examined in our review 1s presented as appen-
dix I of this report.

Ths slum clearance and urban renewal program is carried out
pursuant to title I of the Housing Act of 1949, as amended
(42 U.5.C. 1450). This act authorizes Federal financial and tech-
nical assistance to local communities for the purposes of (1) as-
sisting in the elimination and prevention of the spread of-slums
end blighted or deteriorating areas and (2) providing maximum op-
portunity for the redevelopment, rehabilitation, and conservation
of such areas by private enterprise.

Prior to 1954, the slum clearance and urban redevelopment pro-
gram was basically concerned with the demolition of slums, The
Housing Act of 1954 (68 Stat. 590) introduced the term "urban re-
newal" into the law and broadened the Housing Act of 1949 by au-
thorizing Federal financial assistance for the rehabilitation and
conservation of blighted and deteriorating areas. The Housing Act
of 1954 amended also the National Housing Act (48 Stat. 1246),
adding section 220 to authorize FHA to insure mortgages obtained
for the purpose of financing the rehabilitation of properties in
slum clearance and urban renewal areas,

The prime responsibility for initiating and administering the
slum clearance and urban renewal program at the local level is
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The remaining portion of the project was to be rehabilitated at no
cost to the Federal Government by means of rigid enforcement of the
city's building, fire, zoning, and other codes and ordinances af-
fecting housing and by persuading property owners to improve their
properties in accordance with the urban renewal standards adopted
for the area. Our review disclosed that unsatisfactory progress
had been made in obtaining the necessary rehabilitation of project
properties.

In January 1964, 5 years after HHFA approval of the project
and 7 months after the originally scheduled completion date, the
precise status of the necessary rehabilitation work at the Hyde
Park-Kenwood project still had not been determined because the LPA
had not completed an inspection of all structures in the area to
ascertain the nature and extent of the rehabilitation work needed,

In December 1963 the LPA's records showed .that about 51 per-
cent (1,203 out of a total of 2,383) of the structures in the area
designated for rehabilitation had not been inspected to ascertain
whether there had been compliance with the rehabilitation standards
adopted for the project. Moreover, about 27 percent of the struc-
tures had not been inspected to ascertain whether there had been
compliance with the city's building, fire, zoning, and other codes
affecting housing. Of the 2,383 structures in the rehabilitation
area, 189 had been certified as meeting both the rehabilitation
standards and the city code requirements on the basis of the origi-
nal inspecticns and an additional 331 were considered to have met
both the rehabilitation standards and the city code requirements
after completion of necessary rehabilitation work. Thus, as of De-
cember 24, 1963, either rehabilitation work was necessary or in-
'specticns were needed to ascertain the extent of necessary rehabil-

itation work on 1,863 (about 78 percent) of the structures in the
9













































SUPERVISION OVER REHABILITATION
ACTIVITIES WAS INEFFECTIVE

After the loan and grant contract for the Hyde Park-Kenwood

project had been executed, HHFA's supervision over the rehabilita-
tion activities was not effective inasmuch as the LPA was permitted
to defer emphasis on the rehabilitation phase of the project until
the acquisition and demolition phases were substantially completed.
The rehabilitation phase of the project should have received pri-
mary emphasis because private property owners must bear the costs
of rehabilitation and raise the necessary financing whereas Govern-
ment funds are available to finance the costs of acquisition and
demolition, In addition, FHA's practices in underwriting mortgage
insurance in connection with the rehabilitation of project proper-
ties were not in consonance with URA's policies for implementing
the project, which stressed the increased property values and

higher rentals that would accrue after rehabilitation. As a re-
sult, the mortgages which FHA agreed to insure were substantially

smaller than those that were needed to effect the required rehabil-
itation,

Prompt action not taken to require emphasis on
rehzbilitation concurrently with other activities

Our review disclosed that the LPA's policy of deferring empha-

sis on rehabilitation and concentrating on the acquisition and de-
molition phases of the project acted as a deterrent in obtaining
voluntary rehabilitation of project properties. During the first
fev years after work on the project commenced, the LPA encouraged
property owners to rehabilitate their properties but maintained
only a limited staff to provide financial and architectural assist-
ance and did not make inspections of the properties to ascertain

the nature and extent of the rehabilitation work needed. The LPA's
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substantially agreed with FHA findings and were an important basis
for corrective action. He pointed out that the FHA staff members
had been feeling their way with a new and entirely different con-
cept of underwriting and that the Chicago FHA staff had believed it
was following the policy of taking into account the proposed im-
provement to the neighborhood. He said further that the legisla-
tive amendments in 1961, which liberalized section 220 loans by
basing the mortgage on "as is" value plus cost of repairs, together
wvith corrective actions taken to improve techniques and interagency
collaboration, were remedying the situation cited in our report.
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SCOPE OF REVIEW
Our examination of the administration of rehabilitation activ-
ities at the Hyde Park-Kenwood urban renewal project was made at
the HHFA Chicago regional office and at the FHA Chicago Insuring
Office. Additional verification work to supplement our examination
was done at the local public agency. Our examination included a
review of:

1. Basic laws authorizing the program and the pertinent legis-
lative histery.

2. URA's policies and procedures and its administrative regu-
lations applicable to the activities of local public agen-
cies in the federally subsidized slum clearance and urban
renewal program,

3. FHA's policies and procedures and its administrative regu-
lations applicable to section 220 rehabilitation mortgage
insurance activities.

4, Selected transactions and related project correspondence,
documents, and other data pertaining te the Hyde Park-
Kenwood slum clearance and urban renewal project.

Qur initial review covered transactions through May 1962. After
recelving the agency's comments on our findings, however, we made a

fellow-up review covering subsequent transactions through April
1964,

35
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GENERAL SERVICES ADMINISTRATION Fg 248
Washington 25, D.C.

SEP 21 1564

MEMORANDUM FOR THE ROMORARIE LEE C. WHITE
Assoaiate Bpecial Counsal to the Prasidant

SURJECT: Latter of Transmittal for Ioventory Bsport of
Federal Arsas

This is in reply to your msworsndum of Saptembar 10, 1964,
inquiring vhether the original latter of transmittal to
tha President should be returmed for use im eommsetion with

presantation of the inventory report.

The necedsary astion has besn taken to prapars the fromtisplece
of the publisation] tharefors, it is usnecespary that tha

lattar rafarred ko ba returmad,

Lawson B, Knott, Jr.
Deputy Administrator
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WA \
MEMORANDUM FOR: Willa Mae Taylor
Press Office
The White House
SUBJECT: A summary of the large insg in
o housing sctivity over Years, in
B — gharp contrast to less activity
w107 during the previous Administration

The White House may well want to make special use of the attached

material, which brings up to date as of June 30, 1964, all that

has been accomplished through the Housing Agency during the Kennedy-
O Johnson Administration. The contrast 1s most remarkable.

George Reedy indicated some interest in this materisl when I suggested
it at your July 15 meeting with agency public relations orficers.

Aed W Wi, g

Robert W. Murray, Jr. .
O Speciel Agslstant to the Administretor

- Attachment
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Dear Mr. Weaver: \

Thank you very much for seeing that I received a
copy of "The Urban Complex" which you have just
had published. I appreciated your thoughtfulness
and was particularly pleased with the inscriptica

~ you #0 kindly added to your book.

" With my every good wish,
Btncordy.

LYNDON B. Jo
Carbons sy ffNSON

Mr, Thoma,’ Qiyy

#

" The Honorable Robert C. 'uvor

Administrator
Housing and Home Finance Agency
Washiagton, D, C.
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THE UNIVERSITY QF MICHIGAN
ANN ARBCOR

OFFICE OF THE PRESIDENT

July 28, 1964

The President

The White House
Washington, D. C.
Dear Mr. Fresildent:

We are pleased that you have found
Professor John C. Kohl's services of value
to the country and, much as we miss him
here, we would be glad to extend his leave
of absence in order that he may continue

his work with you,

Respectiully,
e WL

Harlan Hatcher

cvd

el bt Wi a vt Hloy
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Dear Dr. Hatcher:

The Urban Mass Transporiation Act of 1964, which
1 signed on July 9, requires for its administration a
person who fully understands the complexities of the
urban transportation problem asd whose ability and
integrity 10 widely recognised.

Frofessor Joha Kohl, now on leave from the
University of Mi has been closely associated
with the development of this program since 1961.
His contribution has been cutstanding. His continued
service here can be a major factor im the success of

the program.

In light of the importance of urban mass transporta-
tion and Mr. Kohl's significant association with the
program, [ am most anxious that he be available to
assist the Administrator of the Housing and Home
Finance Agency im launching this new program. Re-
alizing as I de your own needs for Professor Kohl's
services at the University, I would not urge an ex-
tension of his leave of absence were it not of vital
concern te the national welfare,

Sincarely,
LYNDON B. JOHNSON
- B

=

Dr. Harlan Hatcher
President
versity of Michigan
tration Building
Asm Arbor, Michigan ﬁ—

Hothir - o1s8 sent 10 F/; 5 &F
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THE WHITE HOUSE = "-q\ S. Q
WASHINGTON g B L
"'l"""_ D .
[ ]
July 21, 1964 e 7"'!:12‘{-
TO: Walter Jenkins 4
FROM: Lee C, Whit .

1 do not know whether the President has any fixed
policy on requesting leaves of absences or extensions
for top Federal officials. If there is no flat bar to
such letters, the attached strikes me as a clear case
of deserving Presidential intervention,

If the question has never arisen before, I would urge
that in some select cases it would be highly desirable

for the President to make specific requests of various
colleges,

Encl,

l{’?.t ! "Aff#f

T &












THE WHITE HOUSE

WARBHINGTOMN

July 28, 1964

MR. PRESIDENT:

For your information,

Bill Moyers
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TV of GIOUCESTER, MA5.
DEPT. OF PUBLIC WORKS
RESURFACE STREETS and HIGHWAYS {
HOUSING- and HOME FINANCE AGENCY |
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CITY OF GLOUCESTER.MASS.
~ ENGINEERING DEPT.
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July 22, 1964

Dear Mr. Comptroller General:

This is in acknowledgment of your letter of
July twenty-first te the President, enclosing
a copy af your report to the Congress on the
audit of the Federal Housing Administration,
Housing and Home Finance Agency, for the
fiscal years ended June 30, 1963 and 1962.

It has been noted that two copies of this report
are being seat te the Director of the Bureaa

of the Badget.
Sincerely,
Ralph A. Dungan
Speacial Assistant
te the Presideat
Henorable Joseph Campbell
Comptraller General
of tha United States
Washington, D. C.
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HOUSING AND HOME FINANCE AGENCY F& ¢35

OFFICE OF THE ADMINISTRATOR L WASHINGTON 25, D.C.
Federol Housing Adminlraton
Public Housing Administration .
Fedaral Hatsnal Mostgage Associatinn i .
Commusity Tacillfes Adsislsraton P f e

Uilon Resewal Admisistiabion

HEMDRANDUM FOR: The Fresident
The White House
vWashimgtea, D. C.

Tha Johnson Administration has not plased & lov prierity on Eha
extension of urban renewal and public howsing. Rather it has
quistly cooparated with Congressiomal lasdarship im assuring action
on thesa issuas bafora ths Congress adjourns.

Tha timing of asztion on thass mattars is largaly reflectiva of the
siratagy develeped by Senater Spariosan and Espressmtative Raims.
Tha lattar wants action im tha Sanatsa prier to action im the Housa.
Thus, the Administration bas delayed pressing too hard for housing
lagislation lesat such action might upset dain's time table. How
that thsa Sanate has sktarted to act, thse Fresidemt can reaffirm his
concern with viger. #And he will do so.

Tha realities of the traffic situatieom ia Comgress, especially in
light of tha concarn for first action im ths Sanats, preciuds tha
pessibility of achieving a desirable omnibus bill this session.
This is why a 15 months' bill, comncentzatling upon sxtsmslon of
axisting programs has baen preposed in the Semats. Such extensiem
is so vital to the mation that it canmot be smdangared by proleamged
dabata on fssuas vhich do not hava to ba legilslated upon this
sasslon.

I bave not besn able to resach the peopls 1 would want to kalk te
on the Washington Fost.

Ecobart €. Weaver
Administrator












July 6, 1964

From: Bill Moyers

As confirmation of the President's
announcement at the meeting of the
Cabinet on July Z, ke is asking you

to prepare position papers om housing
and the cities and suburbs.

1 am attaching another copy of the

memorandum outlining certain require-
ments for these papers.

Thank you for your halp.
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June 18, 1964

Dear Mr., Comptroller General:

This is in acknowledgment of your letter of
June seventeenth to the President, enclosing

a copy of your report to the Congresas coa-
cerning the Housing and Home Finance Agency's
approval of the acquisition and demolition of
sound structures without adequate considera-
tion of less costly methods of redevelopment

in the Keyway arban renewal project, Topeka,
Kansas.

It has been noted that two copies of this report
are being seat to the Director of the Burean

of the Budget.
Sincerely.,

Ralph A. Dungan
Special Assistant
to the President

Homorable Joseph Campbell
Comptroller General
of the United States

Washington, D. C.
rah
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COMPTROLLER GEMERAL OF THE UNITED STATES

WASHIMNGTOMN, D.C, »osas
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B-118754 June 17, 1964

Dear Mr. President:

Herewith is a copy of our report to the Congress concerning
the Housing and Home Finance Agency's approval of the acquisition
and demolition of sound structures without adequate consideration
of less costly methods of redevelopment im the Keyway urban
renewal project, Topeka, Kansas.

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

Respectfully yours,

Comptroller General
of the United States

Enclosure

The President
The White House
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June 15, 1964 ST
S 23
F& ¢05—
Dear Mr. Comptroller General:

This is in acknowledgment of your letter of
June twellth to the President, enclosing a

copy of your report to the Congress on in-
adequate relocation assistance to families

displaced from certain arban renewal pro-
jects in Kansas and Missouri administered
by the Fort Worth regional office, 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 Bud;et.

Sincerely,

Ralph A. Dungan
Special Assistant
to the President

Honorable Joseph Campbell
Comptroller General
of the United States

Washington, D. C.



order to determine whether less costly methods of renewal were adequately
considered and to determine the extent to which the Federal Gove rnment will
share in the cost,

We previously commented on the Agency's tendency to rely upon local
representations without adequate review in our report to the Congress on the
"Premature Approval of Large-5cale Demolition for Erieview Urban Renewal
Project I, Cleveland, Ohio, by the Urban Renewal Administration, Housing
and Home Finance Agency" (B-118754, dated June 28, 1963), We expressed
our belief that, because of the broad powers given to the Administrator, HHFA,
and the Commissioner, URA, by the urban renewal legislation, these officials
have special responsibilities to establish rules and regulations which will enable
the Agency to administer the urban renewal program to accomplish its pur-
poses in the most efficient and prudent manner. We expressed our belief that
URA should thoroughly and objectively evaluate proposals made by com-
munities in order to arrive at an informed judgment as to the extent to which
the Federal Government should participate in the cost of such proposals. We
recomnmmended that the Administrator, HHF A, and the Commissioner, URA,
take the necessary steps to obtain more eflective administration, at all levels,
of URA's established policy that the Government will not share in the cost of
acquiring and demolishing properties which can be improved and successfully
integrated into a project.

We believe that such a recommendation can best be implemented by
having HHF A specialists make thorough and critical reviews and evaluations
of local proposals to acquire and to demolish structurally sound buildings,
which involve high acquisition costs, to determine whether less costly methods
of redevelopment were adequately considered and whether such buildings
can be successfully integrated into a project area. The review should also
include a comparison of the cost and benefits of demolition of sound structures
with the cost and benefits of less costly methods of redevelopment to determine
whether the additional cost of demolition would be commensurate with the
results cbtained.

Becommendations

Accordingly, we recommend that the Commissioner, URA, direct that
qualified HHF A personnel make thorough and critical on-site reviews and
evaluations of local proposals to demolish sound structures to determine
whether adequate consideration was given to alternative methods of redevel-
opment and whether such structures can be successfully integrated into a
project. We recommend also that the Federal Government not share in the
cost of acquiring and demolishing any sound structures when less costly
methods of redevelopment are feasible,
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QFFICE OF THE ADMINISTRATO: SHINGTON 25, D.C :F‘,i’;'.- . E[ ‘r__

Fedsrol Houslng Admisksivation

Piblic Housing Kdminisivolicn

Fudaral Hohonal Morgags Asssosntion
Commuaity Facllites Administrolion
Uibas Mesewal Adsislelsos

June 3, 1964

MEMORANDUM FOR:) George Reedy

Prass Becretary to

the President
The White House
is

This/a follow-up on our conversation of yesterday. You
will note that HAFA has already approved a grant of
$4,886,000 as a part of a Mass Transportation Demonstra-
tion Project costing §7,329,000. Recently we have re-—
ceived and tentatively approved an amendment involving
an additional Federal grant of $1,333,333. This would
make the total project cost of the demonstration project
$9,329,000.

You should also know that this project in which we are
involved is part of a $28,000,000 development testing

program being carried out by the Ban Francisco Bay
Area Rapid Transit District.

I would propose that an announcement of the approval
of this additional grant be made at the time that the
President is visiting California in connection with the
groundbreaking of a test track of the system.

If you need any further information on this, I would
suggest that you have your office call John C. Kohl,
my Assistant Administrator{Transportation), on code
128, extension 5511. Unless I hear from you to the
contrary, we shall expect an announcement of this
grant to emanats from the Whita House.

" Robart é:-ﬂilﬁlr
Administrator

Enclosure
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