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AFTERNOON SESSION

2:05 p.m.

MR. LITTLEJOHN: I think we can begin our session
now. Counsel, call the first wltness.

MR. STRIDIRON: Councilman David Clarke.

STATEMENT OF COUNCILMAN DAVID CLARKE

MR. STRIDIRON: State your name for the record.

MR. CLARKE: My name is David Clarke 'and I am a
member of the Distriet of Columbia City Council and I
represent Ward 1.

MR. STRIDIRON: Thank you. You may proceed.

MR. CLARKE: Thank you. I want to thank you for
the iInvitation to present a statement to you today regarding
the matter of real estate speculation and its impact upon
the citizens of Washington, D.C., particularly the low
and moderate lncome persons.

I am sorry that the time of the hearing coincided
wlth our spring recess so that my comlng here was in
question up untll yesterday, but I'm glad that I'm able
to be wlth you today. _

The real estate speculation I define, basically,
as the buyling and selling with a small perliod of time in
between for a high proflt of homes in residential areas.

The process has a history datling back to the
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renovation of Georgetown-iﬁ'the Northwest area of
Washington, but it sort of;accelerated recently with the
redevelopment of Capltol Hil1l, Adams-Morgan, and now
what's happening is that these areas are getting to the
celling of what even welleﬁo—do, middle-class people can
afford, and speculations beginning to spread out as well
as up So we're seelng areas like ILe Droit Park? I'm
beginning to see some speculation in the 1llth étreet ares,
and other areas of the cité are beginning to find that
people are coming in and buyling properties, holding them

for short perliods of time and guickly turning them over,

sometimes with what I call a cosmetic face 1ift and

sometimes not.

The Committee on Flnance and Revenue in the
consideration of a bill that Council member Winter and I
introduced last year and\I'll discuss the anti-speculation
b11l in a moment.

I did a study and I know that Jém: Rowe's
going to testify and I don't think I'm going to cut too
much out of his ftestimony if I simply elte a little
bit of the excellent work of that staff.

The staff has been pretty good. I hope the
Committee soon comes along and passes the bill. But the

staff has done a good plece of work and 1t examined the
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records between October 1972 and September 1974, and
found that 217 of all recorded sales of row and seml-
detached homes between that time, involved two or more
sales of the same property. And that 80% of these came
within 10 months of each other.

Sixty nine per cent of these multi-sales were in
five nelghborhoods which then involved parts of Wards 1,
2, 4, 5 and 6, with some multiple sales occuréing in
eleven other neighborhoodds:

In terms of the gains over the original purchase
price, the study revealed that 43% of the second sales in
five neighborhoods involved galins of 80% or more, and
11% of such second sales involved galns of 20% or more.

Now, some question might be ralsed as to %hether
this was a great acceleration in price was indicated
rehzablilitation of the péoperty, and the Commlttee dld go
Into the bullding permlts and related the building permits
t~ these properties and they found that no repalr was
estlmated to cost more than $4,000. So apparently,
the properties were elther being turned over at that
increase without major rehabilitation, or as is more likely
the case, the properties were being turned over -- were
being rehabllitated to some extent —-- but an unmeasurable

extent because the people were falling to get the bullding
permits.




The effect of speculation is, to some extent,
improving the property tha;vhas to he conceded. To
what extent 1t 1s, we'rEtnét able to determine because of
the factors that I Jjust indicated, that the people either
aren't rehabilitating the properties that they're
flipping, or they are rehaiilitating them but not getting
all the permits to reflect the rehsbillitation.

High cost of home ownershlp is obviodsly one
problem. That is a maJor problem but I don't thipk it is
the most major problem.

The most major problem that I see coming from
this process i1s displacement of people who are living in
the homes that are the subject of this rapid turn_éver,
and this displacement occurs in three fashions, aé I see it.

One, rental propertles are turned over to persons
put into this process. ‘The end result, sometimes three,
four, five, six owners down the line, being that that
hnuse becomes a home owner occupied place, posslbly selling
it many times over the price that 1t was sold by the land-
lord who evicts the person. But, in any case, the person
is evicted from thelr own préﬁerty.

The second way of displacement, which I think'.
1s on the decline now, because I think people are wising up,

1= the unscrupulous reagltor who goes in and sort of scares

[
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the people ocut or entices them out with false balt. The
green grasses of suburbla are now available to you. Don't
you want to move out to this place in Prince George's
County? I think the Prince George's County Pollce
Department has probably stopped that more than anything else,
but enough things have begun to happen in Prinece George's
County, etc. The people are beginning to wise up and not
selling. They're also seeing the houses go around them

at high prices and they're holding on out of their own
desire tc make a2 buck and I have no problem with that,
from the home owner's point of view.

The third way that the speculation displaces
pecople 1s one 1n which we're 3all here at the City founell,
quite sensitive right now, and thaf 1s the rising tax
assessments.

Under the currént system of assessment, the
value of a price of a plece of property, does take into
account the condition to the property but 1t slso takes
into account the selllng prices in the nelghborhood.

So you have a neighborhood that's undergping throws of
change, and you have some people in it who are remgining,
who are basically low and moderate income or on fixed
income and not too much of it at that. They are then

affected by the vglues-of the property going up to the extent




that they are.unable:tefcontinue to pay those prices.

That is a particular problem in my ward. I have
probably the most spécula?icn impacted ward of all of them
In the ecity and I see Councll member Winter 1s here and ~
she may want to dispute ne;en that, and I'm not here with
the statisties to do battle with her. But, I have in my
ward, Adams-~Morgan which i; one of the prime exampies.
Mount Pleasant, jJust recently, had a 37% average increase
assessment. However, if you look at the residentisal factor
in that, the average residential increase of residential
property is 83%. |

Le Droit Park, which 1s also belng heavily
speculated now, and i1t 1s Just in the beginning of ‘those
processes a very historic area of the city, whicﬁ i1s going
to add another dimension to the effeets of thls process.

That area Wou1&4have been reassessed an average
of 34% but the court determined that we could not go into
the annual reassessment at thils polnt in the cycle ancf
we don't know what tﬁe reslidential average was there. That
information wasn't put into the court record so it's not
a matter of publiec knowledge as to what the average residen-
tlal assessment would have been there.

But had that had area A which includes Ie Drolt
Park been reassessed this year, had it only been reassessed

last year, 1t would have gone up an average of 34% and would
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have been the highest in the ecity.

The third effect .of displacement -- the negative
effect of speculation —-- as I say, 1t does have a positive
effect of improving some property 1s the destruction of
heterogeneity of some neighborhoods and thls becomes sort
of an ironic process. This is the case, I think, in Adams-
Morgan and, I think, it's the case to some extent in
Mount Pleasant, that areas that have gone thréugh.a long
history of struggling -- numbers of different types of
people —-- struggling to live with each other and creating
what, some people in Adams-Morgan call the area, multi-
university, that that diversity then becomes a selling
attraction to the end that that diversity is destroyed.

I understand you may have some guestions about
the future of Adams-Morgan and I'll try to respond more

sbout what's happening there in the context of that. But

that is one of the ironic processes that speculation has

is the destruction of heterogenerity as people are displaced.

I think that that brings up another factor which I
don’t really have listed here as one I want to talk abhout,
but one’. I think we have to thlnk about in the future.

The United States, basically, has been different
from a number of European and Latin American countries,
and I'm no great world traveler so I'm no expertioﬁ this

and I hope nobody hits me-with a question about Timbuktu




or something.

But ,baslically, ?3;1 understand European and
Latin American eountries,ﬁ%he poor are baslcally populated
on the fringe of the city — on the exterior of the city.
And in America, as we've gone through our history, or at
least the last 40 years, the poor have been in urban a?eas
populated In the center of the city. And I think that
this has been a benefit to poor people becaus; they could
not be forgottén. They héé:to be dealt wlth, sométimes it
was rather oppressively but, nevertheless, they coulid not
be forgotten. They had to be dealt with and if this
process ends in such a fashlion that poor are comb;gggly
excluded from the clty because of the selling_priézfgé the
cities and our poor are put on the outslde of the éi%f;s
then, I think, we're golng to have -- the future poor
and moderate income peogle in the country is not going
to be as bright as it onece was and nobody, of course,
ever thought it was very bright, but hope will be
diminished 1f that counts.

I don*'t think we're in danger of that now. I
think that's a ways off. But I think that the processes
we now have and let's check to some extent will end up
in that.

The responses -- what can be done zbout 1t?




| 136

I have introduced what some have characﬁenized
as a rather negative bill and I suspect fthat I'd have

to concede that 1ts approach i1s In the nature of prohibition,

but I don't know what else, really, there is to do and yet
I don't want to not do anything. And I think that.some-
thing does need to be done in terms of regulation o the
bill that Council Méﬁber Winter and I introduced last year,
which I've relintroduced this year, basically 1s in the
concept of an excess profits tax.

It sets up a tax based on two Inter-relating
variables. One, the length of period the property -is owned,
and two, the amount of profit which is gleaned from 1t.
. The longer the period the property is held, and
the smaller the proflt, of course the lower the tax. The
shorter the period the property is held, and the larger
the profits, the larger\the tax.

Last year's billl, negligently, did not have in
it, a provision -- the negligence is mine, I account for
member Winter -- did not have 1n it a provision deducting
the cost of rehabillitation. The opponents of the bill,
with good advocates, jumped right -wupon that. This
year's bill does have 1t. The costs of rehabilitation
go into the base from which you determine the profit.

In other words, i1t's in the nature of a tax deduction.
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The bill is also .z matter of controversy because
it igaconsidered by gome"to be anti-profit. I don't
consider 1t to be s0. T consider it to be an excess
profits tax. )

In the nature of,ﬁhat this country's used, or at
least consldered using, on a number of occasions when a
particular part of the ecbnong began to accelerate at such
a level that it began to disrupt other parts-o& the economy,
and, essentially, that's what I think is happening with
real estate speculation. That that is golng so féét
that 1t's beginning to destroy other parts of the economy.

There is great talk about execess profitszfax
in '72 when we had the oil prices accelerating so fast.
This bill that we've introduced would allew a 15% profit
up to that much if the sale was within six months, and
from there on it would éo up higher, higher, and higher,
until after three years there would be no tax whatsoewver.
And that's because most of the problem is the quick turn-
sver of property. There has been some suggestion that
possibly any house that’s been rehabilitzted ought to be
exempted from this tax. I don't agree with that..

I do believe that the cost of rehablilitation,
docurcnted in some way, now the way the bill éﬁggeats;;s by
building permlt fees, if“there is a better way,.itgpuld
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;certainly be willing to consider that. But that the cost of

rehabilitation ought to be a deduction. The fact of rehabil-

itation ought not be an exemption because a small amount, or

|
i Wherever you draw the lines to fthe adequate amount of re-

i

[habilitation. A person goes that far and then they're

out of the tax and I think it's going to be falr. The cost

of rehabilitation ought to be a deduction, and the fact of 1t
ought not to be an exemption.

There 1s, of course, we are all trylng to consider
| posltive approaches to this. The persons involved in the
industry have -- should be commended -- have spent some
money and taken some efforts to bulld, to do certain projects
and then to make these avallable tc low and moderate income
people. I think that's to be commended, I don't think it's
the total answer. In the nature of positive government
programs the problem is,.of course, the dollars. We have a
saturated tax base already 1in he city. I've 1ndicated
already with respect to the real estate tax, we have high
assessment Increases, people aren't able to afford them.

We also have fifty per cent of our land in the city exempt
from real estate taxation. Forty some per cent of it due

1 to the government and the rest due to exempt organizations.
i I have a bill in to try to deal with thatv, too.

We've got around thirty-three per cent of our

income in the eity exempt from taxation because the Congress
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wants us not to tax people who live in Mervland and Virginia.

Every time we come up with —- not every time ;;
often times when we come up with a way to ralse a few more
dollars in revenue then the Congress looks at 1t and says
"Ha! *That's a reason to cut the federal payment,™ so
there'’s really no incentive there.

We have the Community Development Block Grant
Program. That provides some monies, speeificaliyAfor
housing. The purposes of that program were twofold. One,
which is its lauded purpose, was to provide a one block
grant and to end some of the administrative hassles local
governments were finding with housing programs, and to allow
local governments more .opportunity to,more ability Fo,
function with Government dollars. The other purpose, which
isn't spoken of too much by the Federal operatives, 1s that
it was to cut out the monéy,,because of the declining balance
over about slx more years, and then its gone. There®s no
more Community Development Block Grant nor any of the pro-
grams that were worked into the Community Development Block
Grant. |

Therefore, in considering what to do with those
monies a person such as myself, has to consider what expecta-
tions existed at the time those monies were originally
budgeted. That presents me with the situation such as I

have 1ith Street in my ward and I have promlsed, and I
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intend to keep a promlse, to do everything I can to see the
rehabilitation of 1i4th Street. Therefore, I have been in
the position of not wanting to let a number of other areas,
sort of speculation impacted areas, be declared Community
Development areas 1f what will result 1s a draining of the
resources that areas such as 14th Street are looking for.

The way the CD Program works 1s, for instance,
there's a rehagbilitatlion loan fund,and there’s "X" amount
of dollars in that rehabilitation loan fund. Then, anybody
who meets the eriteria, and 1t's not only low and moderate
income, 1t's a different rate for low and moderate income,
but still, people who are not low and moderate income can
borrow money from that fund and just pay the higher rate of
interest. '

But, anybody who lives 1n one of those CD areas
then 1s eligible, glven vther considerations, to draw on
that money. So, for instance, to declare Adams-Morgan, as
some have suggested, a CD area -- a suggestion which I have
resisted to date -- to declare it a CD area and then hawve it
draw on those funds, and there's only one pot of funds,
dilutes what is available to an area such as 1ith Street.

Now we've been able to do some speelal things
like on Seaton Street. We declared that Seaton Street
blocks a CD area. Then we moved enough money —- and we knew

how many dollars we needed there to rehab the houses —- out
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of administrative costs, and sometlimes when we get the CD
packages they're a little heavy on administration, we have
to cut that down a little bit and put it into housing. So
we took $250,000 in that case out of administrative -costs,
put 1t in the rehab loan fund and then declared Seaton
Street, a pivotal area in Adams-Morgan, to be a CD area.
That way we dld not drain any monies from availability to
other areas, and we did deal with a particularisituation in
a partlicular area that was pivotal.

I would hope that this Commlssion would recommend
to the Unlted States Commission and that the Unlted States
Commission would recommend to the Federal Government and
that the Federal Government, as it seldom does, would listen
to the Unlted States Cbmmission on Civil Rights for once
and begin to provide some more resources in terms of housing.
In the next four or five‘years that's going to be an__  .:
urgent need.

Our cities are improving. They're improving to
some extent through thls proflt motiwve that has caused this
speculation -- and I'm not agalinst the profif motive as
much as some people would like to think I am -- but they
also have to be improved through the capability to provide
low and moderate income housing by cities. I would hope that
the Federal Government beglns, before 1t gets to be too

late, and the CD monies begin to run out, to look at ways of
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providing more resources.

I would alsc hope that in areas other than the
Distriet -- our problem in the Distrliet is not where we are
using the money so much, I think that's pretty good. One
of our problems in the Distr¥ict is we're not using enough
of 1t. We have too much of it backed up. I've tried to
get some statistlces out of the CD 3 program f;ilyou but I
dldn't get time to meet with my staff to get 1€§M We Just
got that application last week. I can have the staff pro-
vide that for you if you want 1t, as to where we're at in
the spending of CD 1 and CD 2 monies.

Other clties, I understand are using the CD money
for elevators for office bulldings, and that kind of thing.
I would hope that there begin to be some strictures placed
upon l1ts expenditure in those ways but not so heavily as
to bind the cities that are trying to do something creative
with it such as in the District of Columbla.

That's it. I tha;k you for having me here, and
I'11 try to answer any questlons.

MR. LITTLEJOHN: Dr. Jones.

DR. JONES: Thank you.

Councilman Clarke, I can appreciate the formula
that you have worked out with respect for dealing with dis-
placement, but it seems to me that you — that the formula

ultimately contributes to an erosion of the tax base.
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Does i1t not? If over time there is -- the longer the
holdings, the lower the tax — on an initial purchgge, Is
that eorrect? Am I interp;eting the formula correaﬁ?

MR. CLABRKE: Well, say that again. The longer
the holdings, then the lower the tax.

DR. JONES: Right.

MR. CLARKE: Por a perlod of three years, the:
tax would only apply to people who are in the business of
buylng and selling property, not the home owners.

DR. JONES: But ultimately, if I understood you
correctly, there would ultimately be no tax if it were
held long enough. Is that correct?

MR. CLARKE: That's correct.

DR. JONES: isn't that somewhat contradictory
when we have a tex base that's already eroded? From the
volume that we're dealing with--

MR. CLARKE: The tax base is eroded but I don‘t
think the real property tax base is eroded. The problem
with the real property tax base in this eity is that 50
per cent of it is exempt. That which 1s not exempt has in
it a natural growth rate, which in the areas that aren't
belng speculated might be able to be examined. ¥For instance,
across the cilty the average increase was 15 per cent last
time. But then you get a heavily speculated area:such -4

as Mount Pleasant and you find the average increase there --
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the average home owners increase is 83 per cent. T don't
think -~ I think with the type of bill that I propose 1s
not golng to decrease the nétural revenue growth more than
a percentile or two.

What it is golng to affect is such heavily im-
pacted areas as Mount Pleasant.

And secondly, I don't think it's golng to stop the
process of home renovation. I think what it's.going to get
to is the quick dealers. I'wve had enough of the rehabili-
tators come to talk to me and the ones that I can see that
are doing a decent and good Job aren't charging more than
ten or fifteeen per cent markup after they sold the property.
&nd if they're dolng a good Job of rehabilitating the pro-
perty they're holding it more than six months anyway.

DR. JONES: Except that the turnover rate is
sometimes seven times.

MR. CLARKE: That’s the flippers. That's the
people who are fllipping the property and that’'s some of
what my bill will get to, my blll will get to that.(and ;
little bit more).

I think in the future the discussions that are in
our bill are going to evolve around whether that is enough,
Just getting at the flippers. I think it ought to go a
little bit more in terms of an adjustable orlentation. But

I don't think my bill is going to erode the tax base and I




145

don't think my bill 1s going to really stop the rehabilitation
of property in the ecity. I think what it will do is bring
the cost of rehabilitated property and the tax assessments
around rehabllitated property of unrehabilitated property
stlll occupled by persons out of a rapid acceleration that
it's now in.

DR. JONES: 0.K. I've got about two other guestions
One has to do with the -- you mentioned three reasons condi-
tions under which displacement occurs and the only alterna-
tive, of course, ls one that you propose in terms of the
lessor holding in the reduction of taxes.

MR. CLARKE: I dldn't ssy it was the only
alternative. I

DR. JONES: I know you didn't say 1t was the only
one, but what we'd like to get -- what we were trying to
get out of this -- are alternative approaches to deal with
the problem of displacement to determine to what extent
we can protect those persons who are in the revitalilzed
areas who cannot afford, or who do not want to move, and
yet there's an increase in the overall tax rate.

The other one has to éo with the CD monles and,
if you can anser the first one, then I*d like for you to talk
about the second one.

MR. CLARKE: O.K. As each idea comes to me I try
to examine it and elther go with 1t or not go with it,

@
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the condlition of thelr prqperty, is being muech inferior to
that which ls super-~-imroved cannot be taken 1ntol§§nsidera~
tion. So, I've rejected that one. E

But, as each idea comes forward, we sort of sit
down and talk about it and then elther go with 1t or not go
with 1%. So I'm hoping you might come up with some ideas.

DR. JONES: O.K. Two more quick guestions, Mr.
Chalrman. One having to do with -- we had a formal proposal
this morning for redefining what is called blighted areas
and the right of eminent domain by the distrliet government.
How does such a concept strike you 1f it is at all feasible?

MR. CLAREE: Do you mean vhen we take a blighted

area and eminent domzain 1t?

DR. JONES: Right.

MR. CLARKE: Well, 1t sounds to me as if it's going

to be expensive as hell.n

DR. JORES: Alright.

MR. CLARKE: Theat's a gualitatlive value Judgment
that I shouldn't have Imposed upon you buf...

DR. JONES: O0.K. The other one has to do with the
city monies. Just recently we heard that the mayor had
taken some city monles to develop a business —-— what's it
called -~ the 0ffice of Economic and Buslness Development
which 1s orlented towg;d, mainly I got the idea 1t was

oriented toward the development of jobs, or creation of Jobs
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MR. CLARKE' Well, I am not the champion of the
idea but I'm a supporter of the 1dea that increased economlc
development is going to increase the capabllity of people
to cope in this rapidly accelerating economy and that that's
a sufficient nexus. Legally, there's a sufficlent nexus
because the city program allows 1t. But that's a sufflclent
nexus in policy to permlt 1its support.

MR. LITTLEJOHN: Thank you. I belleve we are
going to have to move on. We're running behind schedule.
Thank you very much.

MR. CLARKE: Thank you, sir.

MR. LITTLEJOHN: We will now move on. Counsel,
call your next witness.

MR. STRIDIRON: Cynthia Mathews.

STATEMENT OF CYNTHIA MATHEWS

MS. MATHEWS: $hank you.

MR. STRIDIRON: Ms. Mathews, please identify
yourself for the records.

MS. MATHEWS: I am Cynthlia Mathews, executlve
assistant to Councilmember Nadine Winter.

MR. STRIDIRON: Do you have a statement to make on

her behalf?

MS. MATHEWS: I am going to speak on behalf oc
Cynthla Mathews. It is a pleasure for me to appear here

before you today. As a former employee of the U.S.
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Commission on Civlil Rights -and a veteran of many hearings
held by the Housing Committee of the Counclil, it seems very

strange for me to be sitting down here.

{ Mrs. Winter and I have had some preliminary talks
H
H

iwith the Commission's staff during which we dlscussed the
ghousing problems 1in the District as they related to

1
l;minorities and women. We had hoped to be able to decument

j
these problems statlstically, and with case histories from
our Committee files. However, much of the demographic and
cther research requlsites tc develop an accurate and useful
statisties simply has not been done, and our capacity on
the Committee's staff, as on all Committee staffs, for the
Distriet Council 1s severely limlited by our staff size and
budget.

We know the things that need to be studied and the
data that should be collected but, unfortunately, we have
not been able to do it. We wish we could because it would
certainly enhance our legislative process. Everything we
come out with, first, the guestion again is how can you
Justify rent control, how can you Justify a particular polilcy
deslgned to alleviate some of the housing problems in the
city. We have residents with every concelvable problem
calling our office constantly. And we take up a lot of staff
time trylng to get at them on an indlvidual basis. So it's

very rewarding to us to see that the Commission is looking
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into ther on an overall bas;s because, obviously, the only
way to deal with thesé issues 1s to attack them from a
policy level and try to re§olve them clty-wide. -

Unlike most Jurisdictions, Washington is unique.
Not only is 1t the nation's Capltol, and the international
center, it is the home of some 722,000 people. Theipopula-
tion is 71 per cent black and the medium income 1s about
$10,800 a year. Most imp&étantly, in terms ofihousing is
a finite amount of land in the clty and there are statutory
limttations on bullding heights 1n certain parts of "the eity.

Therefore, the Districi cannot grow physleally,
elther up or out. Furthermore, of the total land area which
is 40,145 acres, 16.1 per cent is devoted to publlc and seml-
public uses, these are government bulldings, etec. 20.9 per
cent 1s park land, 25.2 per cent is filled bv streets and
highways, and that leaves only 24.2 per cent of the clty's
total land now belng used as residental, for residential
purposes. 7.1 per cent of the city's land area or 2,832
acres is vacant.

So, as you can see, there is constant tension 1in
terms of who is golng to reside in that 25 per cent of the
land and this has created continual problems since the urban
renewal concept began, because some government agency or
officials decided that urban renewal is a way to saolve the

city*s problems and, you know, clean up the neighborhood and
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put up some new housing. And, unfortunately, they did not
seem to think too much at that point as to what would
happen to those people, as a result of this cleanup campaign
because you couldn’t go §ut and create another little sub-
division and put them in 1t -- put the displaced people

in it.

And I'm sure that all of us are famlliar with what
is happening In Southwest and what happened on 1llith Street
Corridor. Hindsight shows us that both of these efforts had
some kind of change in the clty, were misled, and were
disrupted to the overall health of the city.

The city's dilemma remains, however, who is goling
to be housed here, and how are we golng to house tpem? The
fact that the city has never adopted a comprehensive housing
policy compounds the problem. To some, the apparent resis-
tance to setting forth a\formal poltiecy implies that there
is an unwrltten policy, or if you wlll, a hidden agenda.

There are residents in thils eclty who are convineed
that there is a concerted effort to change the demographices
of the Distrliet by lowering the percentage of blacks in the
population. Lower and middle income black families who have
annual incomes falling between the city's median income
of $10,800 and roughly $25,000 feel very acutely that they
are being forced out of the city by escalating costs of some

housing on one hand, and by dwelling stock of decent, safe,
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and affordable housing on the other hand.

Home ownership opportunities are particulérly
limited for middle 1n§ome-families and lower -- what they
describe I guess 1n one of ocur studies as a lower income
family -- the standard, I think, in our Commumnity Block
Grant application, the lower income family is defined as
beginning at, for a family composed of one person, $11,400
is a lower income. So you can see that you are really --
you are not talking about the people who are on publlce assis-
tance or who are covered by some other type of Federal
subsidy program, who are most often caught in the crunch.
These are working people who really =2re having a very
difficult time find adequate, decent housing, where they can
live 1lives 1n quiet enjoyment as the property laws say.

Right now, in our CD application there would
indicate that there are some 49,900 lower income renter
households needing assistance. The peoples need of assistance
is determined as to whether they're paying 25 per cent or
more of their income in rent, so as you can see, there is
a huge segment of the city's population that does pay not
only more than 25 per cent, there are people who are paying
up to 60 per.cent of their income for housing.

The CD 3 housing assistance goal —-- this is the
program which would provide assistance to some of the families

in this category is only 1,300 units, 1,500 would be section 8
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housing which is the Federal subsidy program, and sbout 400
other units would be provided under programs such 'as Section
235 -—= 235 1s a program whiech, to encourage home ownershilp,
but the problem that the city has had with 235 housing 1s that
the cost of housing in the elty is so high that you can't
find, you c¢an hardly purchase a house that meets the requlre-
ments of the program.

The maximum mortgage allowable under.Section 235
is $28,000 and I don't know how many times you have seen a
house advertised that would have a mortgage of $28,000 in
Washington.

We also have approximately 5,000 families on the
waiting 1ist for public housing and, at this time, the clty
anticipates having perhaps 1,200 additional public housing
units available within the next year to eighteen months,
so that you have not only the -- you have several different
populations competing against each other for housidgfjfsr
space. '

There are many other aspects to the wholé:question
of revitalizing the clty, the problems that have beén
éenerated by relocation of residents from one community to
another, we have had contact with people who have been,
you know everytime there has been a major relocation, they
have been displaced, people who move from Southwest; to

Shaw, to 1lth Street, seem to always be somehow unéer the
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gun in terms of locating satisfactory nousing. #nd, of
course, the whole in ferms of development in the city, the
relocation question is extremely important, because .in order
to build almost anything you have to tear down somquing or
you are golng to have fto move a buslness, or residenéial
community, and the city has kind of gone about this in a
rather casual way. A loft of things have been allowed to
happen that more thoughtful, ¢ity planning at éometime in
the past would not have permitted it and I think we are
trying to come to grips with some of these problems now.
We're trying to figure out how we can prevent them.

We just had a plece of legislation passed.regard-
ing South Cgpitol, the Buzzards Point area, which is being
marketed as a development slte and one of the provisions
in that leglslation is that the Council would not slign off
on the development unlesé there 1s adequate provisibn for
relocation of current residents of the area, unless there is
a set aside in the new development for low and moderate
income families, and some other provisions that we hope will
address some of the questions of new development.

I'm sure that Mr. Clarke and sorme of the other
people who have testifled today have gotten a great deal
of information on the problems of speculation, what has
happened in communlties that have been speculated, 1in fact,

Capitol Hill, Adams-Morgan, the Shaw;. and possibly,
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eventually, even reaching across the river to Anacostia.

Another type of problem that we've had reported
1s dealings with the redlining question. Not in the sense
of an area belng redlined, but of indlividuals who seek to
move Into a particular area being redlined. We sent, this
was a year or two ago, Mrs. Winter had sewveral people go to
variocus savings and loans and banks reguesting applications
for a mortgage loan.

And, what happened was, that the people were not
glving applications so that when you go around to poll the
bank as to how many loans -- thelr loans-applications :to
loans-granted ratio looks very good because they would not
accept applications from people that they were not interested
in lending money to.

And, I think that I could go on with a number of
other areas but I think that maybe you might have some
guestions.

MR. LITTLEJOHN: Thank you. We wlll have some
gquestions now. Dr. Jones.

DR. JONES: I was Just wondering what kind of
alternatlves you would suggest for us, with respect to the
whole problem of displacement.

MS. MATHEWS: I am glad you asked that.

We have been working on several legislative pro-

posals in the las? six to eight months. One of them has




recently been introduced by Mrs. Winter. This is the
urban homesteading proposal.

There has been an urban homesteading program in
the District prior to this tlime but it was operated on a
demonstration basis, there were 13 houses in the first
group, and eight or nine 1n the second group of houses, that
were homesteaded. What we hope to do i1s to have some from
100 to 300 houses homesteaded per year, because there are
a number of houses both owned by the city, some owned by
HUD, and houses that could be acguired by the city for home-
steading that are boarded up and are not providing shelter
to anyone so we are really pushing to get this legislation
passed so we can get familles into these houses.

The homesteading program works on -- applicants
are selected at a random basis and allowed to purchase .,
homes for a dollar or for some other predetermined write
down price. Then, the low market interest rate loans are
made avallable for the rehabllitation of the houses. And
thls way, you can get a moderate income family into a
house for around a $25,000 to a $35,000 figure and, in some
instances, 1t may go up to that but we hope that the program
would operate wilth a maximum cost to a purchaser of no more
than $40,000, at any point. And most of the houses should
come in substantially under that.

DR. JONES: Thank you.
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MR. LITTLEJOHN: Thank you. Are there any other
questions fron members of the panel?

MR. TOPPING: Mr. Chalirman.

MR. LITTLEJOHN: Mr. Toppling.

MR. TOPPING: Thank you, Mr. Chairman. I have
some basic eonstltutional problems with the Clarke-Winter
Bill, well, certainly as drafted. I think probably in both
versions.

I wonder —- I think that something has toc be de-
clded long in the future 1f that were enacted.

Perhaps a more constructlve approach, that might
not accomplish some of the objectives that Councilman ‘Clarke
and Councilwoman Winter, would have, might be something such
as the followling: ILet's say, first, essentiaily, moving
away from the property tax in the District of Colunbia,
perhaps, through any of & number of ways, this might involve
some reduction In the city budget -- let's say a $50 million
deduetion in the clty budget —— and commensurate $50 million
reduction in property tax. And presumably at a readjustment
at least 1n the rates, whiech would certainly modify some of
the lmpact that has occurred with the rapld assessments.

But this, on one hand, or perhaps something -- a

movement away from the property tax in general, with greater

reliance on other forms of tax such as income tax or something

of that nature. With that on one hand and, also, because I
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think there's no question that everybody looking at_this
seems to come to the conclusion that the City government
itself is one of the greateét causes, perhaps unintentially,
of speculation simply becénse the tax system itself feels
this process and the 1ndividual home owner on fixed lncome
finds himself or herself very squeezed by the process of
people who might otherwlise be very content to hold on to
their property and then suddenly find that theilr taxes
have doubled or tripled because of redevelopment of an area
find themselves then, forced to turn it over. This is =2
situation that can be modifled here.

In addition, the building codes in the Distriet of
Columblsa, like those in gmny.parts of the country tend to a
certaln extent to be antiqué and to have bullt into them some
provisions which are not particularly economic, and simply
reflect inertia and perhaps some prior interests that might
have benefited from codes that are particularly restrictive
in requlring certain types of materials for certain things.

I wonder -- it is my understanding that this
inflates, very much, the cost, both of new housing in the
Distriet, and to a certain extent makes more expensive
rehabllitation, and therefore, places rehabilltated housing
financed by the market out of the range of people with
moderate incomes. So as a practical matter, you find this

rehabilitation benefiting well-to-do people.
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I wonder if the Clty Councll might not look
seriously at the possibllity of updating the bulilding codes
and really trying to find how you can make new houslng
reachable by people with moderate incomes in the Distriect.

MS. MATHEWS: Do you want me to answer all of that?

MR. TOPPING: Could the bullding code or the tax
system be changed to encourage a process of this for every-
body here?

MS. MATHEWS: I think that the Council might con-
slder some amendments to the tax system that might reduce
taxes for certain classes of citizens or, you know, the
elderly, or what have you. In fact, I talked to someone
last week who called in and had the bright idea that property
taxes should be eliminated, which is great, but what would
you do in place of that.

The residents of the Districet are already heavily
taxed, you know, lncome tax, high sales tax. There 1s a
study avallable which T could give you that shows comparative
tax burden for the District and some other major cities.

And, I think you really have to stop and think,
what other base do you have short of getting a substantial
inerease in the Federal payment to operate thls cilty. We
don*t have a state to channel money to the clty. You know,
some of the other sources you might have. It's a really

conmplicated problem and I don’*t know how -~ I think that the
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Council is constantly looking at that and trying to figure
out what can be done ﬁutiI don't think that you could see
it anytime soon, an elimination of property tax.

On the building code, we have —-- in fact 1t is
up for a second reading at the next legislative session —
an amendment, a second amendment to the bullding code which
we —— we had a 1972 bullding code now and it's a very weighty
document but from our contact with people in the bullding
industry., the D.C. Code actually compares favorable to
codes in other jurisdictions because i1t is guite flexlble.
It allows a lot of substitulons as long as 1t meets the
safety standards. But, there 1s one requlrement in there
which is probably Ppeculiar to the Distriect, it has?sqmgphing
to do with Ffire districts, and housing seems to cost a great
deal more in certain fire districts than it does in others,
in non-fire districts. Because 1it's something that dates
back to the 1800's, so we are looking at that to see whether
or not that econld be changed.

MR. TOPPING: Thank you.

MR. LITTLEJQHN: Thank you wery much for your
testinmony.

MS. MATHEWS: Thank you.

MR. LITTLEJOHN: Counsel, would you please call °
your next witness.

MR. STRIDIRON: Jonathan Rowe.

'
!
1
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STATEMENT OF JONATHAN ROWE

MR. ROWE: Thank you, Mr. Chalrman.

MR. STRIDIRCN: Mr. Rowe, please 1dent1fiwyour—
self for the record.

MR. ROWE: My name 1s Jonathan Rowe, and I am
staff council to the Committee on Flnance and Revenue of the
D.C. Council.

I have been worklng on the speculation issue for
about two years both before I came to the Councll, and as
a member of the Council staff.

I have a feeling that you are pretty overwhelmed
wlth programs in facts and figures. What I'm going to try
to do 1s to raise some of t@e questions that we have felt
had to be addressed in the course of our work, hopéfully,
to help you to direct your thinking.

There is a tenflency in talking about thls specula-
tion and displacement issue to think of it in terms of
elither/or —- elther the city decays and the tax base declines
or we have speculation and dlisplacement of people who cannot
protect themselves in the economic market place.

I think the first guestion is whether speculative
price inereases and the resulting displacement are rTeally
necessary to 1TPTOVINE the housing and enabling people to
live in the eclty and enjoy the city.

And, T think the second question and this 1s per-
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' haps more important, iz whether an exclusionary pricing

system, which is whaz we'! re developing in the Bﬁstrict is
any better, is any less a violatlon of human rigﬁts and civil
rights than 18 an exclusionary zoning system, or discrimina—
tory employment system, or any other of the fqrms of dis-

crimination and excluslion that welwve witnessed in this

; country.

I think that most of you know better than I do,
there -1s a tendency to see -gll the same arguments fo arise
in different drifts on housing issues. What we héar is =
Justification for exclusionary zoning ~- not that it is
motivated by desire to exclude low income people and minority
people, it's Justified on the basis of the tax base. The
suburban Jurisdictlons say that their tax'base eannét support
all these new people coming out there and putiing the burden
on the school system, on ‘the roads and the sewers, and the
like. It's a very similar argument that we are hearing in
Justification of the excluslonary pricing system that!s
developing.

But, perhaps you are thinklng that there's a
difference, because the pricing system, we say, Is a result
of the market place . ii's market forces, 1t's not laws. But
I invite you to take another look at that. Because, in
reality we have a government sponsored Affirmative Action

Program which is propping up the speculative housing market.
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It's an Affirmative Action Program at the Federal l‘uevel,
it's an Affirmative Action Progrsm at the District level.
It operates in many ways. Let me Just run down gulcekly a
list of some of the components of this.

The first, of course, 1s the Internal Revenue Code.
It's quite ironic, 1s 1%t not, that the income of the specu-
lator who speculates on somebody’s houses 1s taxed at one-
half the rate in many cases, the capltal gains’rate, as 1s
the income of the tenantﬂ in that property who may be trying
to save enough to buy it cne day.

There are, of course, many ofther ways that the

International Rewenue Code subsldizes the turnover of property

from one group to ancther. I would Invite you to investigate
those ways. | ‘

Moving beyond that, where does the money come from
that 1s involved in the Speculative cycle. Of ‘course, the
money market is complicated, but most of 1t is coming into
the housing market as & result of specific federal pollicies.

On the savings, which go to savings and loans,
and are disbursed to upper income people as opposed toc lower
income people are insured by the Federal Deposit Insurance
Corporation. And so fthere's a subsidy for the bank lending
practices right there. In many cases, of course, these are
redlining practices whlch have precluded lower income people

from being able to purchase their houses ahead of the
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speculative wave. OF course, once the speculativezﬁave sets
in they can't afford foppurchase it.

You have the Federal Home L.oan Bank Board which
is establishing the regulétion of the Savings and Loans
and other mortgage lenders. You have the F.H.A. and vou have
the V.A. whiech is guaranteeing the mortgages. And, of
' course, you have the Federal Government secondary mortgage
market.

At the local level, you have more components of
this Affirmative Action Program, whlch 1s propping up the
speculative cyecle. You have housing and bullding inspections.

There are cases Iin the District where realtors and specula-

tors who wanted to break intc a bloeck, and the home owners
were reluctant to sell, have called in the building in-
spectors, and have sicked them on those houses.

Housling and bullding Inspections may be a good
thing in some cases, it's Just too bad the District doesn't
have a program to help enable people to be able to fix up
their houses in such cases instead of belng compelled to sell.

Of eourse, we have the Capital Improvements Program
in the District. A shining example of this is the new school
in the Adams-Morgan area, which has subsidized real estate
values there and undoubtedly has enhanced the attractiveness
of such streets as on Seaton Street, which is wvery close by.

And you even see this in our policy regarding

@
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publie utilities and the extenslion of energy llines and sewer
lines. Procbably not many people know, that when a rehaber
takes over a house, znd of course, has to boost up éhe
electric capaclty because the new owners are golng 60'want
to have alr conditioning and color television and all the
¢ other things that the former occupant couldn't provide, the
cost of providing the heavying-up of those utilities 1s not
borne by the speculator, is not borne by the new home owner,
it's spread out over the entire rate base.

Sc it is ironle, again, that the former occupants
of those houses were foreed to subslidize, through their
i utility bills, the heavying-up that they are not going to be
able to enjoy.

Of course, we come again to the Urban Renewal
Program. If you look at a map of the District's Urban
Renewal Program, 1lith Street, H Street and Shaw, you will
find prime areas of speculation. We're creating magnets for
speculation. I would like to pass out a map illustrating
this fact 1f I may.

(Whereupon the witness passed out coples of

a map to members of the panel)

What this map 1llustrates is over two years =a
study of houses which were bought and sold twice within the
two year perlod without improvements belng done to them.

In other words, these are speculative properties. It's not
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a complete list, 1t's a 1list of which there are public

records.
You will notlice, how those properties cluster around
the H Street Urban Renewal area. If the District wants to do

something about speculation.it not only has to focus on re-

'vitalizing the government owned properties, it has to pay
Iattention to the impact of that revitalization on the sur-
rounding communities. And, it needs to make provisions for
the wvulnerable people in those commmitles to be able to
retaln their houses.

Two points about the lmpact of the speculative

price increases which perhaps have not been pointed out, is

that they actually decrease the ability of the Distriet to
deal with the problem. Our ability to provide housing pro-
grams decreases in proportion to the increase in housing
prices. If we have $100,000 to spend on low income housing,
we c¢an buy ten houses at $10,000 a plece, we can buy two

| houses at $50.,000 a plece. Our budget iIs not unlimited.

It does not expand in proportion to the speculatlive housing
market.

There has been a lot of talk today about housing
programs, what the District government can do. If we're
going to talk about that realistically, we have to talk
about holding down the cost of the Distriet's housling dollars.

Time is moving on, so let me Just try to wrap this up.
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Many of you are probably familiar with the bill
which our committee suthored, basically bullding upon the
: Clarke-Winter Biil. I Just want to make two points about
that, about our thinking and then I will conclude.

Perhaps the basle question we had to face was
% whether we should try to do something about speculation and
speculative price increases themselves. Or, whether we
b should focus on trying to help people who were displaced.
There was discussion of perhaps a small tax on speculation
| to provide relocatlon assistance.

I'm afraid I have to put this in pretty blunt
terms, but 1t appeared to me, and I think it appeared to
others, that to go for the second solution, on the fate of
people that we weren't going to help to remain in their
neighborhoods, but were going to provlde new locations was
almost the same as saying to people, that a separate but
equal school 1s okgy as long as we pay your bus fare.

The people were in their neighborhoeds, they had
lived there for years, and the District had an obligation
to try to do something to help them to stay there.

It was our hope in drafting this bill, not to stop
the rehab process, but hopefully to redirect it. It has been
noted before the Distriet has thousands of wacant and
boarded up properties. We thought that a temporary tax on

rehabs, with a2 complete exemption for vaeant and boarded up
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houses might help to redirect a certain amount of the rehab
capltal into that sector -- towards vacant and boarded up
houses. It could have stimulated new construction, and I
think this is most important, that to the extent that we can
promote self.--help to rehab, on the part of home cwners and

home buyers, without going through the twa, and three, and

: Pour layers of intervening, speculating middlemen, who are

propring up the price without contributing to the guality
of the housing -~ it's a healthy direction.

One conecluding polnt about the tax base and then
I'11 be finlshed. There's much talk about how this process
is bullding up the tax base. Another way of saying that is
that 1it's increasing people's property tax assessments and
property taxes. Talkiné about the tax base in the abstract
sounds fine. When we're talking about the 82 per cent
assessment increases, in. Mount Pleasant, for example,
it's another thing, and I think we have an obligation when
we are discussing this tax base to be fully aware of what
Wwe're really saying.

MR. LITTLEJOHN: Thank you very much.

MR. ROWE: Thank you.

MR. LITTLEJCHN: Are there questions from the

 panel?

MS. BRODKS: ¥r. Chairman.
MR. LITTLEJCHN: Ms. Brooks.
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M3, BROOKS: I would llike to ask you 1n one of
your statements you made, that we should be aware oé the
tax increase that RLA and HUD —— I presume thatyou are
working with, or for, in purchasing some of these homes?
Am I right?

MR. ROWE: I'm not gulie sure I...

MS. BROOKS: Are you all —- are you talking about
the urban homes that are bought ln the urban areas for and
rebulld have... -

MR. ROWE: Oh, you mean renewal programs?

MS. BEROOKS: Yes, urban renewzl. Are you aware
that some of these homes are bought for nothing, almest.

I worked with that program for two and one-half years and
I can assure you that a lot of those homes are purchased for

almost nothing., almost a giveaway. And scome of those people. |

\
)

MR. ROWE: Are purchased by whom? Excuse me.

MS. BROOKS: ¥ bepg your pardon?

MR. ROWE: I'm sorry. Are purchased by whom?

MS. BROOKS: RLA and HUD. Por almost a glveaway,
I can assure you that. Because a lot of the people were not
aware .of -the value of.theix homes so therefore they ddn't —-
they werén't able to get a lawyer so they Jjust let them go
at what they offered. Do you understand? So I think the

government does owe to the minorlty groups a fantastile
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amount of money in reimbursement, i1f they stop and %take a
look at what they have done :to hurt the 11tt1¢ man in the
area, who could not fight back due to the faeg that he's
been there so many years. A lot of them are aged, and
unable to work. Some of them are on flxed lncome, élthough
they're not aged. “

I know a lady had three houses in Wilby Court that
: has been there for some 30 or B0 years and they have no
‘; education background, as though myself, so they're just
. taking 1t away from them, because I'd fight, that's the
difference between me and them. You see, they wouldn't

take nothing from me without a fight. You see, I wouldn't

let education stop me, I'd find somebody who knew how.
And see, that's where I say that...

MR. LITTLEJOHN: I think he's golng to answer
your guestion. *

¥S. BROGKS: Thank you so nuch.

MR. ROWE: One of the provisions of our bill would
be to provide a cooling off period for home owners who sell
 thelr homes to speculators. To be able to go get outside
counsel and to reconsider the transaction.

MR. LITTLEJOHN: Thank you.

M3. BROOKS. Thank you.

MR. LITTLEJOHN:

One final question from Mr. Darden.

~

MR. DARDEHN: This is a qulck gquestion because you




ol _

172

may not have the informatlion. Are you at all famillar with
the bill that Counellman Clarke spoke zbout earlier?

MR. ROWE: Yes I am.

MHR. DAEDEN: Do you have any idea how much revenue
might be generated by the taz which he describes on specula-
tlon?

MR. ROWE: When we costed out a similar bill last
year... Of course, let me say right off that it's a very
difficult question because when you have a tax which is meant
tc discourage a precess you can't be sure exactly how much
it's golng to discourage it.

MR. DARDEN: Vell say, l1imlt it to one year, for
instance, at existing levels 1f you were able to go right
in, In one year how much might it...

MR. ROWE: Probably between about five and elght
miliion dollars, I believe that was what the estimate.was.

MR. DARDEN: The reason I asked that is because
Mr. Jacobs guessed that his department had about elght or
nine million -- I think it was seven or eight million
dollars -~ carryover funds, and it raises the guestion in
my sind 1f the carryover funds were used, would there be any
need for the speculation tax. Couldn't you use the revenues
which have not been used to construct housing and, in that
way, benefllt people who are not being benefited now?

MR. ROWE: I think the two epproaches would go
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tegetger. The tax to keep down housing costs on the subsldy
to enable people living there to be able to buy the houses

and stay there. So, I think that 1t's a complementary

process.

MR. LITTLEJOHN: Thank vou very much sir.

MR. ROWE: Thank you.

MR. LITTLEJOHN: Counsel, would you call the next
witness. '

MR. STRIDIRON: James Vitarello.

STATEMENT OF JAMES VITARELLO

MR. VITARELLO: Thank you Mr. Chalrman.

MR. STRIDIRON: Plesse identify yourself for the
record.

MR. VITAP‘ELLO.: I"{y name 1s James Vitarello, the
exeeutive director of the Neighborhood Reinvestment
Commission. :

MR. STRIDIRON: Do you have a statement to make?

MR. VITARELLC: Yes, 1t's not written out as such,
I have notes. Let me just say, for the record, that I am

also the former executive director of the Commlission on

Residential Mortgage Investments which produced a report

known as "Strategy for Change - Housing Finance in Washington,

D.C.," which I've been told has been distributed to -every
member of the Committee. 7It's this orange —— right here.

I'm also the past executive director of D.C,
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Public Interest Research Group, which has done some research
in this field.

¥hat I'm going to say today is partly on behalf of
the Commission and partly on behalf of me, personaliy. I
want to make that clear, and I'11 let you know exactly when
those two parts cross over.

First, let me very briefly, explain what the
Commlssion 1s doing in this area. I think it's extraordl-
narily lmportant and T think 1it's very practical and has the
possibllity of getting off the ground in perhaps five or six
months. It's known as the Housing Finance Plan which is
spelled out in Chapter 4 of the Hortgage Commission's report.

| The Helghborhood dommission is now in the process
of trying to lmplement this. We had a Housing Finance
Cormritfee on the Cormission, which is in the proecess of
discussing the finlte po;tnts of the Housing Finance Pla.n.
But let me First give you a very brief idea of what fhis plan
would entail beecause 1t is fairly comprehensive. e

First of all, it is restricted to home owners —-

I should say potential or existing home owners -- co‘.c;;"’)erative
owners or condominium owners, particularly with their priority
on moderate income famllies or families who have been dis—-
placed or will be displaced as a result of redevelopment,

private or publlice activities.

It includes mortgage loans, rehabilitation loans,
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and refinancing loans for residential unlts -- on dﬁgbto
four wmits. )

Whlle the Housing Finanece Plan is z:voluntary plan
in the sense that the clty cannot tell the institutions to
participate. Once the institutions agree to participate and
they slgn the bottom line, then it's a legal contract and
i1t's binding, and all the provisions in that agresement are
legally binding on them. And I might also addflegally
binding on the clty, because the city has to also sien it
and there are certain things the city has to do as well.

I*11 very briefly explain what they are. There
are ten points to the plan.

The first polint would require loecal 1endg?s in
coﬁjunction with the Heighﬁorhocd Commlssion to fev&éw,
discuss and, whenever appropriate, revise a1l housing loan
policies and procedures to conform with actual neighborhood
lending risks.

Two. To establish a new Jolnt lending mechanism

through which loeal banks and savings and loans would pro-

. vide home loans to all prospective and exlsting home owners
% traditionally wnable to obtain financing from conventlonal

- sourees. This could also take the form of 3 mortgage pool,

vhich has been tried in several areas of the country, where
no one lender makes on individual loan, but buys a part of a

pool so that it's a spread risk kind of a thing. We are




176

thinking of tryling to set that up also.

Taree, would establish a loan review commlittee

'eomposed of lender representatives and representatives of the

» neighborhoed commission to review applicant complsints and

where loan rejection is unjustified, to assure the placement
of that loan by a member of the pool. The loan revliew board
would serve as an appeals béard for any rejected heme loans
in the Distrlicetb.

Four, would seek the active participation of local
lenders ir neighborhcocod based home ownership counclling
programs or centers designed to provide a wide range of home
purchase and maintenance services. That's a very, very key
problem. Ms. Nellie Brooks mentioned the problem with
people having thelr houses foreclosed and so on, really hig
it on the head. I think if we had active advocacy centers
as they have, for example, in Baltimore and Cincinnati,
and San Francisco and cther cities where people can come to
these centers and have all kinds of housing assistaﬁce, and
be thelr advocate before the lender, before the city
government , before whoever 1t might be who was trying to rip
them off or ctherwlse take thelr property. I think it's
absolutely essentlel that these centers be established in
every nelghborhood in this clty where there are low and
moderate income people.

I ight add that the Department of Houslng has had
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$125,800 under CD 2 whieh they've not spent & dime of, and
they have another $75,000 under CD 3, I think that's inade-
gquate, but they haven't even spent that. Now I know that
they have a program in a tentative stage, they've finally
drafted, but I would like to see citlzen participation in
the formulation of that program and I would llke to see a
lot more money put into that program from CD fumds and also
directly from HUD eounciling funds, which theyynow have.
Number five. The housing finance plan Would re-
gulre lenders to develop and lmplement a uniform affirmative
marketing program to meet the existing and potentlial home
loan demand in the minority commmity. This is absolutely
essentlal because maﬁy,minorities do not go to ;aviggs and
loans and banks, elther because they are discburagé%;or
because they are steered away by thelr own real estéxe
brokers, many of whom are also minority, incidentlf;’ Now
I cannot blame then, because years and years of conéiﬁioning,

as one broker told me, led them to believe they will never

 have an open door. I think that's changing today. T think

savings and loans and banks’ are ready to change, at least
some of them, I can't say all of them are, but 1f‘tﬁé pecple
don't come knocking on the door then, obviously, you're

not going to have the loans. So we're saying to thé'lenders,
“Be affirmative, start io market those loans the same way

you market your savings accounts.”
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Six. We require local lenders to make mortgage
| pefinsmcing and rehsbilitation loans to all prospective or
'existing home owners who guallfy for a loan 1n every area,
particularly east of the Roek Creek Park.

Seven. We'd glve speclal consideration to all
' moderate income home loan applicants, and particularly to
l those famlilies that have been, or soon will be displaced
i because of private or public housing redevelopment. One ldea
we had .along that llne 1s that if we had a counciling center
that had a eurriculum, a course that people could go through
and learn all the ABC's of home ownership. They would then
get a certificate that they could go to a lending lnstitution
with 1t and that would glve them special preference for a
loan. Perhaps the down payment woulé be lower, or Qhat-
ever. Maybe even the interest rates would be a 1lilttle
lower.

Eight. The plan would glve every prospec@ive
home buyer in fthe District the right toc complete a home loan
gpplication. Something that Mrs. Winter's person said.
Right now that's not a right and we're saying thgt should
be a right.

Nine. It would give every home loan appliecant
the right to receive a copy of the property appraisal report,
where the gpplicant bears the appraisal cost which 1s 99 per

cent of the time. Now even though you pay for that appralsal:
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the lending institution does not normally, now there are
swemadmbdesmtmmﬂwgﬂewumaaﬁmmﬂ
report. Now that appraisal report could be good or bad, but
we're saylng that where there's a deviatlion of more than flve
per cent between the selling price and the appralsal report,
that the borrower should be entitled to a copy of that report
and challenge 1t, however he or she wishes to challenge that.
Right now, they don't have a right to do that.

And finally, 1t would require loeal lenders to
provide an explanation, in writing, for the rejJection of a
home loan application within thirty days after the lenders
receipt of the application and would also guarantee the
applicant the right of an appeal to the loan review commlttee.

Now, I would like to now cut my remarks and talk
about my own personal thing, because I think the houslng
finance plan, while it ié, I belleve, a very good compre-
hensive plan, that could help many of the people we're
talking sbout, it, by itself, will not do it for sure, just
like a speculation tax by itself will never do it. I think
we need several things. I'm going to include four or filve
things right now, I'm not claiming that they are it, but I
think that if you've got them going, somewhat simmitaneously,
I think you could at least begin to turn the problem around.
This—is what I am personally advocating.

First of all, we would have housing allowance

l‘

L
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i programs for the clty for rent subsidies.

Secondly, a down payment, low interest loan pro-
gram for potential home owners. ‘

Third, a housling finance agency.

All three of these would be primarily funded by
. two kinds of taxes. One ls the reciprocal commuter tax
: that we've been trying to get through Congress. Second,
is a progresslive property tax. Progressive —-'This is not
a land site value tax. Thls is not a classification tax.
This works on the same princlipal as our income tax works,
namely the higher the per square foot cost of the land and
the bullding together, the higher the rate you pay. Now,
my thought is here, that whatever funds come in by means
of these two —-- above and beyond what we are normally
getting now for property tax -- whatever funds come in,
specifically put into a housing trust fund, sort of like
the Highway Trust Fund, for low and moderate Income families.
That would then be spent through the three programs that I
mentioned and perhaps even others.

Pirst, let me Just explaln to you the progressive
property tax. I'm a member of the Tax Revislion Commlission
which 18 a commission to study tax reform in the city. I've
been trylng to get the Tax Revislon Commission to study the
progresslve property tax. To date, I've been very unsuccess-

ful, malnly because they're too many developers and speculat-
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ors already on that Commission.

I believe that, 1f properly studled, I bellewve that

a progressive property tax would, number one, more equitably

distribute the tax burden among home owners and renters around

the elty. HNumber two, 1t would alsc discourage speculation
to a large extent. Not eliminate i1t, but I think 1%t would
disecourage 1t. If someone knew that on a $70,000 house

they are going to have to pay not just one andione half
times what, let's say, someone with a $50,000 house might
pay, but maybe three or four times the amount. I think that
that house is not going to go to $70,000 so gquickly. It

may only go for $60,000. But at least it would begin to
start putting the 1id on seme of the higher cost housing.

T also believe that you need a circult breaker
built into that. Wherever low and moderate income families
live in these high priced houses that all of a sudden go up,
I think that they should be alliowed to have a tax céedit
from thelr income tax so that they are not burdened by it.

Now, let me specifically talk about the housing
allowance thing. It is a very simple kind of program where
you have something like a Seetion 8 program. However, I
think that the differences are thls: One, 1t should be
given priority to families who have been or wlll be -dis-
placed. That's number one.

Number two. The income limits should not be 80

1 @
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per cent of the reglon the way HUD now requires it under
their Section B housing, but should be 80 per cent of the
District, which is much, much smaller. Which meané}that the
number of people competing for the funds wlll be smaller and
1t will be the people we are trying to help, mainly the low
and moderate income families. Not people who are making,
I think now you can make up to $13,000 or $14,000 and still
be eligible for houslng allowance. I don't belleve these
people are priority in thls situation.

Now, as far as a down payment, low interest loan
program is concerned, right now communlty development money
cannot be spent for down payments. It cannot be spent for

new constructlon, incidently, 1%t cannot. There are ways it

"can be spent, but it cannot be spent on mortgages directly.

Now, that leaves us with a dilemma. Where are we-golng to
get the money to help people, llke under the housing finance
plan, who don't have enough of a down payment? Down payments
are usually the major obstacle, I've Tound, why people cannot
purchase a house. Now, 1f we had a revolving loan fund for
down payments only, where 1t would be, first of all, a low
interest, perhaps three or four interest points would have

to be paid, and not have to be pald for until elther one

or the other happened. Elther, one, the income of the famlly
rises above a certaln polnt where they are no longer con-

gldered moderate income. After four or five years they might
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have a better job or what have you. Then they begin to pay
off the loan.

Or, if that never happens, where the house is s80ld
or refinanced, then the .city 1s able to recoup 1ts principle
plus the interest that is being paid. Therefore, the city,
unless all the property values go down in a hurry in the
city, doesn't lose any money. It's not a grant, okay, and
you're recyecling the money. i

Finally, the housing finance agency. The housing
finance agency is desperately needed in this city. Right
now we don't have any way of making below market ré%é loans
to low and moderate income familles in this city. Banks,
savings and loans are not golng to do that on thelr own.

By floating tax exempt bonds and then passing the savings
onto the borrower, I believe a houslng flnance agency can
make seven or eight per cent loans to low and moderate
income home owners as well as low and moderate income multi-
family units.

We are one of the only Jurisdlctions in the
eountry that does not have it right now and Congress 1s now
holding up our bonds. I think that 1f we began to put to-
gether such an agency, perhaps using the housing finance
plan as a prototype, but then going beyond that, I think we

can persuade Congress to allow us to have a housing finance

agency.
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To my knowledge, the lending associations in this
city support it, the real estate brokers support it, the

|
,icommunity groups support 1t, I don't know anyone who doesn't
l!

{support 1t, and yet it's not going anywhere.

{' Incidently, by having a housing finance agency it
t
!

Hwill also allow up to 30 or 35 per cent additional Section 8
"housing allowance funds too, which we are not getting now
ﬁbecause we don't have such an agency. ¢
i; Let me close very brilefly to tell you that there 1is
%%an excellent data base, someone mentlioned data earlier. It's
i called the Housing Survey of 1974 for the Washington SMSA.
It was done by the Bureau of the Census but they wlll not
release that tape to the District Government in thg way we
want 1t, and that is by ANC's or nelghborhoods. Okay,
they will only give it to us on a city-wide basls or maybe
on a ward basis, and I'll.close my thoughts with that.
Thank you.
MR. LITTLEJOHN: Thank you very much. Hr. Owens.
MR. OWENS: Do we have any experience with any
local government that has in effect a depository law.
MR. VITARELLO: Excuse me. Say that agaln.
! MR. OWENS: Do we have any experlence wlth a local
government having a depository law in effect.
MR. VITARELLO: Yes. Several.

Mr. OWENS: And what has been that experience.
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MR. VITARELLO: Well, there's several states that
now have 1t. Illinois was the vanguard, then Treasurer
Adlal Stevenson, Jr., who is now Senator, was the ereator of
that. Coloradoc has had one for two or three years. The
city of Chicago has one, Cleveland has one, I thin—l;Boston

either has one or will socn have one, also. And as you

the effect 1s excellent. i

The Illinois program was studied by the Pord
Foundation study and they found that fthe lenders made almost
a comnlete reversal of thelr lending polleies in a four or
five-year period, because of that. Those who particlpated,
and that's the problem with the depository law, though, only
the few that participate will change. Those that don't
participate don't change, cobviously. There's no way of
making them change. So I think you need several other things.

I think you need tax incentlives too, to lenders
to make loans to low and moderate income famllies, as well.
I think a tax is a greater incentive, too, because everybody
has to pay taxes.

MR. TOPPING: Mr. Chalrman.

MR. LITTLEJOHN: Go ashead, Mr. Owens.

MR. OWENS: O.K. You have made some comments about
the c¢ity loan program.

MR. VITARELIO: Excuse me, the what?
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MR. OWENS: The city loan program.

MR. VITARELLO: Tgé city loan program, yqy mean the
rehabilitation loan program.

MR. OWENS: Right.

MR. VITARELLO: Yes.

MR. OWENS: You sald something about the money
wasn't spent or there was a certaln amount of money allocated.

MR. VITARELLO: No, I was talking specifically
about the counselling program there. There is $125,000
in counselllng money under CD 2 that has not been spent.
There 1s also about eight mllllion dollars in the rehab loan
program that also has not been spent and the program in my
opinion is not designed to encourage private lenders to
participate at all. There is no leveraging at ail, of our
money. By the way, we are one of the worst cities in the
country in terms of leveraging CD funds tc allow the
prarticipation by private lenders and developers. In fact,
I don't know one single program that we have under CD that
enecourages that. I don't know one.

MR. LITTLEJOHEN: Mr. Topping, you may now go.

MR. TOPPING: I think you ldentified the problem
of down payments as a really eritical problem, particularly
for young families and I think it is a problem for moderate
income famllies across the board. I wonder if you may be

familiar with the Young Housing Act of 1977 which Senator
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Burke has introduced recently. It iIs my understanding that
it would basically be modeled on the principle of some of
these retirement accounts where families could place up to
$2,500 a year of funds in"an account and have that tax
deductible, and this could then accumulate in amounts up to
$10,000. This amount could then be used for that initial
nugget for a down payment on a home purchase. Do you think
that this act, assuming that it does pass, and I assume that
there is some possibllity that 1t could go into law —-
would this, combined with the approach that you are suggesting
for D.C. to set-up a Housing Finance Agency, and how would
you see that from a combinatlon of a Federal<and D.C. approach
MR. VITARELLO: I think that the Pederal Government
can do things with tax pollcies that the District Government
either legally or economically Just can't do. For example,
1f the District Government were to set that up, which I
think, by the way that they should, it still would have a
very small impact compared to the Federal because the Federal
rates are much higher. But there is no reason why we
should not duplicate that here, perhaps restricting it to
certain income groups. 1 think that there are other things
that the city government can do that we will never get from
the Federal Government, at least I can't see it in the
foreseeable future, such as =a down payment loan program as

the one I mentloned.

I
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Incidentally, gséveral clties now have that and
they are using general revenue funds, but that's taboo in
this city. You don'’t use general revenue funds other ghan
for police anéd flremen and other things. So I'm not even
pushing for that.

MR. LITTIEJOHN: Ms. Matory.

MS. MATORY: Mr. Vitarello, I notice here in your

publlcation that you are commissiocned by the D./C. City

Counecil.
- MR. VITARELLO: Yes.
MS. MATORY: To what extent do they utilize your
recommendations?

MR. VITARELLO: Well, the depository law that
Mrs. Rovark introduced 1s almost identical to the one that
was recommended in the report and I assisted her in drafting
it. |

The Housing Finance Plan is going to be a voluntary
plan, in which case the Council will only indirectly be
involved, but they themselves are not being asked to pass
any legislation at this time.

And, there are three Council members on our new
Commission and they have been wery helpful. )
MS. MATORY: Thank you.

MR. LITTLEJOHN: Mr. Stridiron.

-

MR. STRIDIRON: You mentioned, a short while ago,
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that the District does not encourage priviate developers
to become involwved in rehabs. Do you know why?

MR. VITARELLDO: Well, they don't do it on.a
problematic basis. There are individual 1nstances'where )

that has been done, but I Just had a broker call me the other

='&af; and I think he spoke fo Mr. Darden too —- I'nz%or;y -

a developer who was complaining about that very point.

Do I know why? I guess you would have to ask
Mr. Jacobs that. I think that 1t takes a certsin amount of
organization and a little daring maybe to do it and :maybe
that!s not over at the Housing Department. I reall§ don't
know. I mean, several other cities have done it. In fact,
nearly every major clty I've ever studied has something that

encourages private lenders and/or developers toc get involved,

' non~profit groups and what have you. We just don't have that

on a systematic basis in‘this elty. I honestly Gon't know,

I~really can't tell you why. It doesn't really make any

sense.

MR. STRIDIRON: Thank you.

MR. LITTLEJCOHN: Our last question will be from
Mr. Darden.

MR. DARDEN: I Jjust have a qulek question. First,
let me thank you because I guess some of your remarks were a
little daring, and we appreclate that too.

I wanted to know if your report, or at least-the

.
3
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report of the Residential Mortgage Commlission had ‘1ts data
collected on broad nelghborhood characteristics instead of --
well, what T mean is, for instance, you have the entire
inner-city as a unit for your data instead of dlviding it
into the other kinds of neighborhood designations like

jount Pleasant and Adams-Margan and that sort of thing.

MR. VITARELLO: We had both.

MR. DARDEN: You had both of them? Okay, I was
trying to -- I wanted to find out to what degree you were
hampered in doing that by not having the information that
you said HUD wouldn't release to you?

MR. VITARELLO: Well, we were able to get data by
an ANC level for z pllot neighborhood study that we did,
and we derlved that data from the Lusk real estate tape
which is 21l the real estate transactlions in the city. We
did not get that directl& from the lenders. We programmed
out the tape and we were able to get the one to four unit
housing allowance made in every ANC for a two year period.
1973 and 1975.

In addition to that we used something called Polk,
which 1s what RLA commlssiocned gbout four or five years ago,
based on 1973 data that the Polk Company went out and sur-
veyed in the District. Now I've heard that 1t was very
unreliable in some areas of the clty and very reliable in

others. Because it was the most current nelghborhood based
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data we had we went with it, with the caveat that yéu can't
use 1t as the gospel. :

The 1974 data is ‘Gone by the Census Bureau and is
definitely reliable. Everyone I've spoken to, who knows
zbout the statistieal sampling and so on, says it‘é!great.

f But to get the Census Bureau to do anything is liké.knLcking
: a stone wall over theilr head. They're incredible. And the
implications, incidentally, for the Civil Rights Commission
nationally 1s that this was done in approximately f@rty

di fferent SMSA's around the country. And, other cities are
having the same problem as we are. Maybe we should all jeln
together and take a walk over to the Census Bureau.

MR. LIPTLEJOHN: Thank you very much HMr. Vifarello.

-MR. VITARELLO: Thank you. I enjoyed 1it.

MR. LITTLEJOHN: Counsel, would you please call the
next witness? '

MR. STRIDIRON: James Clay and Bernice Buell.

STA?EMEﬂT OF JAMES CLAY AND BERNICE BUELL

MR. STRIDIRON: Identify yourself for the record.

MR. CLAY: I'm James Clay, Director of Washington,

D.C. HUD area office,. and with me is Bernice Buell,-of my stafif.

MR. STRIDIRON: Do you have a statement to make.
MR. CLAY: HNo, I don't have a formal statement. I

would like to make a few comments; though.

MR. STRIDIRON: Please do.

|\_/
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MR. CLAY: T think the information that We pro-
vided tc your staff when we were interviewed on our relation-
ship with the revitalization program in the District of
Columbia, we indicated that as a Federal Agency we have no
dlrect input in ferms of the day to day operation &f pro-
grams in the District of Columbia. Our role is to provide
funds for the District of Colurmbia under the Commumilty
Development Block Grant Program, and to insure that the
actlvifies that the District runs with those Tunds are in
accordance with statutory and regulatory -- with regulations,
in terms of the appllication of criteria.

There are other programs in the Department where
we provide funds for the District in terms of rehabilitation
and in some areas under 312 loan funds.

But basically, the primary relationship between the
Department of Housing ané Urban Development with the Distriect
of Columbla is as a provider of funds -~ monitoring to make
sure that those funds are spent in accordance with Pederal
regulations, all Federal regulations, including Fair Housing
and Equal Opportunity regulations. And, at some point,
making the determination whether or not the goals, as
spelled out in the program that we have approved, hav%
been accomplished as a basis for reviewing applications for
additonal funds. I think it would be more useful if you

would raise with us those guestlons you need clarifications
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on, based on those things vou've heard today related to HUD,
rather than my taking time.-
MR. LIPTLEJOHN: ‘Thank you. Would you ask your
gquestlon and then we will proceed to Professor Glickstein.
MR. STRIDIRON: One guestion. Recognizing that

the District has perhaps only one program that deals with

, Housiqg and Community Development, does your agency., in any

way, try to assist the government 1n developlng perhaps,

alternative programs, or 1s that outside of your mandate?

MR. CLAY: Certainly it's not outside of our

mandate. I think as an aside I should say the the Department

of Housing and Community Developrment of the District of

Columbia is probably sbout three times as large as my area

.offlce staff. When ydu talk zbout assistance, surely we

are avallable from the Federal level to provide technical
assistance and to share with them experiences which they
might or might not know about that have been successful in
other places and we certainly do that.

Our role i1s one of a2 monitor and advisor and =z
provider of technilcal assistance. Once we have approved a
program and 1t has been determined that that program is
eligible, under our criterisa, then we must monitor teo see
that the program is belng operated in accordance with what
the District agreed to do.

I don't see the Federal role as a day to_ﬁay

([
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operator of programs. I think we must leave it to the local :
governments to do that, assuming that we assist them in 211
ways we ean to insure that They have the capacity to do that
and to provide the resources to assist them in getting to
that point. -

MR. STRIDIRON: Thank you.

MR. LITTLEJCHN: Professor Glickstein.

PROFESSOR GLICKSTEIN: Perhaps we could talk =
bit about some of the various Federal programsnthat might be
avallable to Geal with the problem that 1s the sublect matter
of this hearing. The problem, as you know, is the revitali-
zation of -- going on in some parts of the clty. Are there
any Federal programs that are avallable to deal with the
sort of dislocation problemhthat i1s occurring in this clty
and other clties today that is somewhat comparsble to what
happened with Urban Renewial some years ago, excert thls time
the dislocatlon 1s oeccurring as a result of private action
rather than government action. Or what seem to be private
action.

Are there any government programs that can assist
people -- PFederal programs that can assist people who are
victims of such activitles?

MR. CLAY: Yes., of course. There are subsidized

-
Z

housling programs and I think the District 1s terribly in-

volved in our subslidized houslng programs through section 8
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and 0ld 236's which are stlll being bullt in some of the
areas where -~ that are community development areas in this
city. ;
The city has also designated there are areas around
this clty that are eligible for 312 loans. HNow these are
loans that people under a certalin income level, and I think
the highest income level is $18,000, but below that you are
eligible. If you owned a house say, around the Logan Cirecle
area, which 1s a 312 area, and you want to rehab your house
you are ellgible to apply for a loan and the District has a
program Which would assist the people in doing that. And

that 1s an attempt on their part, as I see 1t, to enable

people who are lower or lower mliddle income who have lived
there over a period of time to bring their propefties up to
standard and to remaln in that neighborhoocd as opposed to
having them go to somebody who has a higher income, and we
do provide funds for 312 loans to the Distriect.

PROFESSOR GLICKSTEIN: You talked a 1little bilt
about the community development area, what about outside of
such areas.

MR. CLAY: Outside of communlty development areas?
I think from the point of view of our relatlonship and --
312 loans for example, do not have to be in the same kind of
area that as a2 community development area... But I fhink I

should make eclear that in determining, geographically, where
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a commnity development area is going to be, we do not
second-guess the clty.

They have the right and the primary responsibility
based on thelir knowledge of needs of the city, across the
city, to determine which of those areas they would designate
as community development areas and they operate there. We
don't attempt to second-guess them.

But, outside of the area, any subsidized housing

programs, any special kinds of funds that mlght become

i avallable and through the department, under a specisal

program. like this year, we had operation rehab, the District
applied and was not accepted but for programs that become
avallable they are certainly eligible to apply, and they can
certainly use those funds outside of CD areas.

PROFESSOR GLICKSTEIN: And those funds then could
be utilized to assist people would might be dislocated as
a result of the revitalization process?

MR. CLAY: Posslbly, I'm not sure specifically
how, and nor am I sure of a speclfic program that exlists
that does that. You know, 1f they've told you something
today that exists, and you mention 1t, I might remenmber.
I Jjust don't think off-hand.

PROFESSOR GLICKSTEIN: One of the things that
we're Interested in today is not only the gquestion of whether

the District of Columbia government is adequately utilizing
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the programs that are available but we're alsc interested
in whether there is a need for some additional proérams -
Federal programs -~ since the Civil Rights Commission does
make recommendations to the Congress, and there again we're
calilng on your expertise to suggest i1f there might be the
need for some programs. Are there any gaps now that
aren't being filled by some present programs, for example,
the bill that Senator Brooke has introduced was mentioned
as a possible aid in this endeavor?

MR. CLAY: I'm sorry, I didn't hear you.

PROFESSOR GLICKSTEIN: The bill that Senator
Brooke has introduced to make 1t possible for people to
accumulate money that is needed for down payment on a house.

MR. CLAY: I would say there is a great néed,
but obviously, anybody who knows Washington, D.C. and the
people or old people who can afford to buy housing in the
clty, in most areas, not just west of Rock Greek Park or
Capitol Hill. The housing market is tight and, I think, in
connection with that I should mention, you say, other pro-
grams but I suppose that based on some of the conversation
I heard while I sat here that somecone had discussed éarlier
the urban homesteading program the District had planned to
get into. And 1t is my understanding that they will have an

urban homesteading program next year.
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But I think the thing that should be clear from a
HUD point-of-view, an urban homesteading program in the
District of Columbia where we are expected to provide the
houses, 1s not a viable program. It's not a viable program
because our inventory is very low. In order for us to be
able to turn houses over to the Distriet of Columbia, that
they can then sell at a low price to low income people,
and I think it's a misconception to think that low income
people are the people who beneflt from urban homesteading.

If you checked with the people at Hospitality
House who ran this program, you would find that the average
income was In excess of $10,000. Those successful people
who were able to get the loans and to work with D.C.
Community Development Counéil fo revitalize. That's
a viable kind of programn.

And in some citles, where the HUD office has a
blg inventory of houses that they ean turn over to the city
at a low price or for nothing, then, yes, you can turn over
the houses that exist, help people get finanecing and build
them. 1In D.C., it!'s not a viable progran.

PROFESSOR QLICKSTEIN: Does the jurisdiction of
your office extend to the metropolitan area?

MR. CLAY: Yes, i1t's the whole SMSA.

PROFESSOR GLICKSTEIN: How would you say that

what's happenling in housing in the suburbs has affected
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the revitallzation process in the city?

MR. CLAY: Let me see 1f I can guess what you're
coming from. If you're implying that the movement of
people back to the center ¢ity 1s having some impact on those
lower lncome pecple who have been able to live in areas
that now they are having to move out. Based on what I read,
that is the case. We have done no study in our office to
see what the impact or what the effect of that'is. I
would say yes, I assume 1t has some impact, however, I
don't know.

PROFESSOR GLICKSTEIN: Do you think that if the
housing production was vastly inereased in the suburbs that
might put a stop to some of the revitalization that's
golng on withlin the city?

MR. CLAY: Well, wvastly lncreased, you know, I
could sit here and say yés, and lookling at the resources that
we have, as a Department, have to provide on a subsidized
level. Which, I assume, you're eomlng at.

As you know, in this zrea., we have a falr share
plan through CCG, where zll of the locallties get a falr
share amount of houses subsldized. A&nd, in thls case, we're

talking about sectinn B8, both new existing and rehab, and

| publiec housling, where there 1s a formula developed and every-

body gets a share of what the area has to offer.

So yes, I would think that 1it's being equally dis-
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tributed and all of the localities are picking.up thelr

share of subsldized housing.

PROFESSOR GﬁICKSTEIN: Thank you.

MR. LITTILEJOHN: Let me propound a gquestion or
two, if I may.

We heard testimony this morning to the effect
that the city does not now have a comprehensive housing plan.
Is that your understanding?

MR. CLAY: Well, 1f you're leading to whether or
not in order Tor us tp qubusiness with them a comprehensive
housing plan is regquired, the answer is no.

MR. LITTILEJOHN: ©Oh, you anticipated my quégéion.

MR. CLAY: T would say that I think ‘the elty,
based on my conversations wilth Lorenzo Jaccbs, and éﬁerybody
else, consliders that & desirable end to meet and tpgggéeem
to be working toward comlng to that end. #

MR. LITTLEJCHN: Now,:let me ask the queséiop I
was going to ask.

The question 1s, does your office feel in splte of
the fact that there 1s a great deal of revitalizatign activ-
ities going on that you should compel the city, and{other
clties within your Jjurisdiction, to have a revitalization
plan that deals with this aspeect of the problem as a condition
of doing business wilth you?

MR. CLAY: It is very difficult these days to,




as a federal officlal, to talk in terms of compelling. As
you know, we deal in terms of Federal and loecal cooperation,
with the locals being able to set thelr own priorities,

and our being supportive and helpful.

I think that it would be desirable for us to
compel them to do that. I get the impression; from talking
to loecal officlals, which we do all the time, that there
certainly 1s a desire on their part to do something sbout the
problem that exlsts. I think most people, almost everybody
I've talked to, recopgnize that there is a problem.

One of the difficulties when you talk about dis-
placement and relocatlon as a result of revitalization
and our involvement, especlally with the cities, since we

deal with clties mostly exclusively on subsidized kinds of

housing. We would have to be able to provide something as

an incentive which we do not now have, because you take an
individual house, unless the clty owns it, I'm not sure what
impact even they can have, except through zoning laws, or
some other kinds of things that they wanted to come up with.
But, on the face of it, our abllity to intervene would be
limited.

MR. LITTLEJCHN: Assumlng that you have the power,
at least of your good offlces wlth the city, would you
recommend then that they develop a comprehensive housing

policy that would encompass some of the things that I spoke

,

P
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about earller?

MR. CLAY: Using my good office, I suppose I have
to respond like this.

Yes, I think 1t would be deslirable for all citles
to have a comprehensive housing plan, you know, almed at
and addressing the revitalization issue.

You know, I really can't respond specifically to
that because I don't want to get involved in iéi

MR. LITTLEJOHN: Mr., Stridiron.

MR. STRIDIRON: We'wve asked this question of a
number of other people who have appeared today and it's this.

You indicated that your e¢ffice has done some

‘studies of the impact of revitalization.

MR. CLAY: Ho, I sald we had not.

MR. STRIDIRON: Oh, you had not. Then that taskes
care of the question.

MR. LITTLEJOHN: Mr. Darden.

MR. DARDEN: O.K. I'd like to know whether the
entitlement for a Jurisdiction is reduced by the amount of
the funds that are carried over from one year to the next?

MR. CLAY: Ms. Buell will respond to that guestion.

M3. BUELL: No,it's not. It's based on a formula
per year and that's a set formula based on poverty, the
amount of substandard housing and overcrowding. The formula

is set by our central office and as they use updated Census
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data the entitlement is set. And, I think the first year
the District got 33 million dollars under the formula and,
last year., something like 40 million. “

But, if they-don?f spend the money we don't reduce
the amount of funds ‘x:hey"be Vgoing fo get the next year. The
only time we would reduce it is 1f we find that the;;re
not in complliance with the law, or we have made a determina-
tion that they do not have the capacity to handle the funds.

MR. DARDEN: Does that program money accumulate?

MS. BUELL: Up to a certain point. At some point,
I imagine Congress will take actlion i1f they find that over-
all money is not being spent. We can only reduce funds for
a limited number of reasons, and one of them is that
capacity. If we feel the money is not being spent, bécause
the locality does not have the capacity to spend 1t, then
they would be taken away.'

MR. DARDEN: I don't mean to.break in but how do
you determine their capaclity?

MR. CLAY: ILet _me'try another tack. If indeed,
in year one there was carryover money, okay, we would"fequire
the District to submit the plan to us reprogramming thét
money almed at something that was viable and durable in a
certain period of time. So that money wouldn't just lie
there having been meant for a program that would never get

started. We would require them to do that, but it would not

'




| be correspondently reduced for the money that would be
available Tor them in year two.

MR. DARDEN: Well, concessionly, does that mean
{ that 1f the District had carryover of seven or eight million
i dollars and, 1f their succeeding entitlement was increased
| by seven or eight million dollars, that that lIncrease might
i be a shadow increase and simply reflect was was not...

MR. CLAY: No, it's not a shadow increase because
the seven or eight million dollars that was not spent was
initially programmed and planned for activities that didn't
geﬁ off the ground in an expeditious manner. Okay, now
determination has to be made whether or not they have the
capacity to still run that program, whether or not it was
st111 neéeded or should those same seven or elght million
dolilars be reprogrammed for something else that was more
needed at this time. .

And there have been some problems because of re-
organization and all that, things where there have been some
slowdowns in programs but I think the Distriet has repro-
grammed that money for what they consider more viable pro-
grams, the second or third year, as opposed to having a
carryover.

MR. DARDEN: Does the District or has the District
shown to your office an Increasing or a level capaclty for

programming its funds?
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MR. CLAY: Try that again. I am sorry.

MR. DARDEN: I asked you whether from your polint
of vliew, the District is increasing 1t's capaclty to utilise
the funds that is programmed, or whether it maintains a con-
stant capaclity to do so.

In other words, éhould we expect to see carryover
year after year?

MR. CLAY: Ho, I shouldn't think so. I think as
they settle down and get people in place and get programs
running the money will be speedily spent.

But when you talk about carryover, you talk sbout
Judging capacities, one of the criteria we look at is the
draw-down rate of funds over a period of time.

If we glve a locality five mlllion dollsrs at
one point, we look and see how much has actually been drawn
down. )

It is an artificlial measurement simply be;anse
in most loecalities, draw-down rate —— that 1s the actual
amount of money we have given them from the Federal Treasury,
that is artificlial simply because they allocate much more
than that.

So the rate of draw-down rates which - we see
sometimes people asking questions and saylng, the Distriect's
graw~down rate is only 25%, or 35% or 40%.

Buf, 1t i1s an artificial measure because you have




| 206

to take infto account these funds that have already been
allocated, but not actually3ezpended by the Federal . -Treasury
to the District.

! MR. DARDEN: And then just one finagl gquestlon.
* I understand from Mr. Jacobs that the City has established

|

! a need for 50,000 additional new units, of which they have
provided about 3,600 in the past three years.

i

| In what way have you cooperated with the loecal

% District to inerease the amount of production of units?

MR. CLAY: To the extent that we have housing

applications from sponsors and developers in the District
of Columbla, and certainly we are processing them expeditious-—
ly.

From the polnt of view of subsidized housing, I
think on Friday of next week we will be publishing the
Falr Share AdvertisingArSr developers for all Section VIII
housing in the area, and the District of Columbia area is
included in that and thelr numbers will be their Failr Share
of the Metropolitan SMSA numbers that we have in the office.

I ean't respond to you in terms of how we “meet a

speclific number figure, except to say that to the extent

that we have the units avallable, the District gualifies,

it is a feasible project, we go with 1t.

MR. DARDEN: o

FMR. LITTLEJOHN: I belleve Mr. Owens has a guestion.
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. , MR. OWENS: Yes. What are some of the reasons

- | why an application may be denled?
‘ MR. CLAY: What kinds of aspplications?

i MR. OWENS: CD applications.

t MR. CLAY: CD applications?

L MR. OWENS: Yes.

MR. CLAY: Well 1f the asctivity that is proposed

1s clearly inconsistent with the act, and clearly does not

oy

meet the criterila of what the CD program is supposed to

accomplish, then we would dlsapprove the application.

UV

But in the District of Columbla, because of the

 stated statutory criteris, in terms of over-crowding, in

terms of poverty, and in terms of other kinds of things, I
don't think that becomes & real issue.

I suppose if you chose an area 1n Ward 3 as a
CD area, we would ralse éuestions when you look at other
areas around in other wards.

But; in the District 1t does not become a question
given the limlted amouni of money we have avallzble to glive
them the klnds of things that they want.

The amount of money they are entitled to under
our formula is by far less than they always say that they
are entitled to.

MR. OWENS: So you do guestion in some way the
designated CD areas then?
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MR. CLAY: I do ngt. I do not. Unless it is
plainly inconsistent with.the requirement. If it does .not
meet the criteria of the aﬁg;

MS. BUELL: Or 1: the activities that are program-
med are plainly inapprnpriate to meeting the needs that have
been stated in the apﬁlicé%ian.

The applicéficn‘gés to state the long teré-and
short term needs and goals of the community, agd the aetivi-
ties that they have programmed with our funds are sﬁpposed

to be met to meet those needs.

If we feel that those activities that are programmed

in no way relate to the needs that ‘have been stated, then
we would turn the application down.

MR. CLAY: We would negotiate with the locality
and@ they.would change.

_MRmﬁLQEELEJOHN; Are there any other questions?

MS. BUSTOS: Mr. Chalrman.

MR. LITTLEJOHN: Ms. Bustos. :

MS. BUSTOS: Yes. I wanted to know if it??as true
that 20%Z of community development block grant funds were
taken back by HUD from Washington, and if so why? ° '

MR. CLAY: Well actually, 1t was not 20%, but
what was 1t -- twenty mlllion. Twenty million doli'af‘;_rs..
It was twenty percent. It was twenty percent to reéire

the Urban Renewals
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One of the priority proJects in the depargment,
with block grant funds 1s t§ retire old urban renewal
projects. And over a period of time when the interest
accumulates on the urban renewal projects, the money begins
to pile up in terms of how much you have to pay tazglose it
out. B

The department made a determlnation that‘in some
of those urban renewal areas where they had beén open and
we wanted to speedlly close them out, the one way to do 1t was
to take off the top a pergentage, whlch was 20% and hold
it back and apply it against the urban renewal debs.

MR. STRIDIRON: Was that a one-time cost?

MR. CLAY: No. It 1s not a one-time cost,; and 1t
depends on how things proceed. It is subJect to réfiew of
ecourse, but it was for the last program, no question.

MR. LITTLEJOHN:® Thank you very much for yoizr
testimony.

MR. CLAY: Thank you for asking us.

MR. LITTLEJQOHN: Call your next wltness.

MR. STRIDIRON: I Call Dewitt Hartwell, President
of the Metropolitan Washington Savings and Loan League.

STATEMENT OF DEWITT HARTWELL

MR. STRIDIRON: Please ldentlify yourself for the

record.

MR. ‘HARTWELLY am Dewlitt P. Hartwell, President of
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: the Metropolitan Washington Savings and Loan League, and I

“H

have a prepared statement.

MR. STYRIDIRON: Please proceed.

MR. HARTWELL: Mr. Chaliryman and members o_ff the

Committee. I appesr here $oday as President of the Metro-

" politan Washington Sa-vlngs.and Loan League. The League
appreciates thls opportunity to participate in this hearing.
i

The slxteen savings and loan associations in the

e g o g o #m

T LTI Tl LT

District of Colunbia are all federally chartered. We are
subjeet to strict regulatory authority of the Federal Home
Loan Bank Board and the Federal Savings and Loan Insurance
‘ Corporation.

During 1976 the sixteen asscciations in the
Distriet of Columbla made a total of almost 3,200 loans
within the City.

This repmsentéd an increase of nearly 75% over
the previous year. The dollar volume was in excess of
$187,000,000, and this figure wlll be exceeded in 1977
if we continue to get loan applications.

There are many reasons for this revitalization in

the City, as we see it. A rebound from the recession of

1974-75, ample savings flows, sewer moratoriums in the

suburban areas, the energy crisis, the selling of the City

as a good place to live, convenlence to work loeations,
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good transportation, proximity to the Arts Museums, Libraries,

and recreation. EPV

Problems are created when there is a lack of real
estate activity in any area, angd problems; 1t seems, are
also created when this actlviiy inereases.

Scholarly dissertations have been presentéd re-
garding the principle causes of decline and urban decay.
No one seems to agree on the primary cause. Pérhaps the
real answer will not be found. Perhaps it points out that
there have been many causes.

Congressman William S. Moorehead, Unlted States
House of Representatives from Pennsylvania's Fourteenth
Distriet, spoke at a recent savings and lcoan semingr in

Pittsburgh.

The seminar focussed on urban lending. He said

he was not concerned with the chicken or the egg approach.

The important issue is what can we do sbout urban 5écay and
how do we respond to the affect? ;

I would like to focus upon the role which;the
District of Columbia savings and loans are plzying in this
revitalization process. i

In 1972 the D. C. based savings and loans formed
a clty-wide service corporation known as SAFE -~ Savings
Associations Financial Enterprises.

This corporation was given z broad charter, but

P
'
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it's primary misslon is fto provide financlng for inner-city
residential loans.

SAFE has provided the interim financing for
developments like the Golden Rule Apartments and the
Geolden Rule Center at New Jersey and K Streets.

We have formed joint ventures with mlnority
builders. As of this datehkhe service corporatlon has pro-
vided rehabilitation financing in the amount $1,105,000
for eighty-three units.

It has alsc provided funding for over 428 new
units, aggregating a sum cf over $10,000,000. Most of the
pondered loans generated by fthis activity were placed by
the stockholder mermber savings and loans.

At the present tlme SAFE has problems of getting
loans because of increased competltion with it's own
stockholder members and ather finanecial entities. It is,
however, seeking additional innovative areas in whlch to
service the housing sector of the City.

SAFE has truly helped preserve and renovate the
existing housing stock and has added to the houslng-stock
by providing the financing. ;

A%t no time has SAFE ecreated large-scale displace-
pent problems in any of it's activities. The savings and
loans in this City have provided the bulk of budgeftjgry

support for the neighborhood housing services of’Gl&




Anacostia. NHS 1s a private, non-profit crganizatibn made
up of neighborhood residents, representatives of finanecial
institutions, business, industry and government. "

It's task is to stop deterioriation and improve
the neighborhoods by involving the publiec seector, nelighbor-
hoed residents and financial institutions in making .a commit-
ment to reverse neighbowhood decline, .

It is working in-€1l4 Anacostla, yet %heré;is
still mueh to do. Bankable type loans for improve%ent to
housing are referred to financial institutions. Nén-bankable

high risk type loans are placed through & revolving loan

fund.

NHS operates under the ausplces of the Urban
Reinvestment Task Force which is Jointly funded by the
Federal Home Loan Bank Board and the U. S. Department of
Housing and Urban Affair;.

NHS 1s operating in thirty clties and the Savings
and loans 1in Washington, D. C. are committed to NHS in the
target area of 0id Anacostia.

For the nine months ending March 15, NHS had
commltted on forty-three requests for $651,300, both
bankable and non-banksble loans. This represented 65% of
all requests received.

The seavings and loans partleipated in the first
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!hcmesteading program in thils clty. We provided permanent

| loans and worked closely with offiecials in setting up pro-

‘ cedures and deocumentation.

The program started in 1274, and ninetegnzhomes

| have been delivered thus fé;_ Now this program 1s[§esigned
to reduce the stock of the City's boarded-up hoﬁsesf The
houses will be made avallable to farmilles earnigg_uﬁder

{ $18,000 a year. The homes cost the City $1 ané are asegulired
l from HUL which acquires them through defaults on fEﬁefally
insured loans. ‘ _

The City is ready to deliver eighteen additional
homes in the near future. The savings and loans once agsaln
stand ready %o issue commlitments to make the permanent loans
on these dwellings.

This 1s a unigue plan. There is no displacement
problem assoclated with éﬁis'program. Boarded-up, unoccupiled
houses are rehadbed and brought up to code, and added to the
housing stock of the City.

The tax base improves. The neighborhood immroves
and the City 1s better off for 1t.

More importantly, someone who might never have the

chance, becomes a home owner. Three D. C. based savings
and loans provided the construction losn to rehabilltate

the Falrmont Street Apartments. Two hundred and eighteen




apartment units, which will provide decent shelter for many
farilies. VWashington HUD, RLA of D. C., and the 13th Street
Project Area Commlttee worked closgly to bring this develop-
ment to parishion. 'There was no reloecatlon problem here or
no large relocation problem associated with this develcpment.
How other buildings are under construction in
this 1l4th Street corridor. The D. C. Housing Industry Corp-
oration 1s a c¢oalitlon of bullders, realtors, ﬁankers, and
savings and loans. This groups recently completed a major
rehabillitation of 35 houses 1n the Shaw Urban Renewal area.
They were marketed for sale to low and moderate
income families. This development represented an unprec_éden't—.
ed degree of cooperation between the coalition and the
b. C..government. T
The permanent loans were placed by the savings
and leocans. Our servige égrporation coordinated the:g;gce-
ment of these loans and provided technical assistance.
Former tenants were gilven first priority to
purchase. These savings and loans have also granted per-
manent loans to familles llving in the model citles area
who qualified for down payment assistance. This program
known as Model Cities Home Purchase Assistance Program
was funded by the D. C. Devartment of Houslng and Community
Development. One savings and loan is constructing nine

townhouses from the Shaw area wlth private funds. They are
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also working with City agencles to help ten long-time
tenants of Seaton Place to purchase and rehab the homes they
now occupy as tenants. !

The above programs I have mentioned have worked
and some might argue that they have only scratched the sur-
face. But one cannot deny that revitazlization is taking place
within this City.

The above programs have been successful because the
City and federal government together with the private sector
have come together in a genuline sense of commitment to meet
the housing needs of the citizens of this City.

There 1is still much to do. They ﬁajor problem,
however, 1s not the lack of lnvestment funds, but the cost ot"
housing.

Many of our citizens are belng priced out of the
market, not only here buf all over the nation. We are not here
today to attempt to solve that problem, but it must not ~-
and 1t cannot -- be overloocked.

The health of this eity is vital to the health of
our industry. We are representative of the private sector
and are commlitted to meeting the housing needs by making
sound loans. The remainder must be provided by subsidy of
some type.

Consideration 1s being given to permit our business

to make lower down payment loans and offer various types of

mortgage instruments to lower housing costs to the consumer.
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Our local savings and loans have taken the initial
steps fto set vp 2 morteage review board. Thls offers any
eltizen, who has begn rejvg'szted for a real estate loan, by a
savings an¢ loan, the right of appeal and a good chance that
the loan wlll be placed by snother savings 1nstitu.tion,
provided the ultimate lozn will represent a sound 1ﬁve~stment.

There are cther plans which the Metropolitan
Washington Savings and Leoan League has under cémsideration.
Cur industry can and is making an impact on housing in this
community. .

We cannot do 1t é:l,:one . Our activity in '-'!;—’ﬁe marke t-—
place will be consistent with savings flows, applications
recelved, and the degrée tp which this city remain.'s:éviab_le
and alive. It must re:main ;;ai__ good place in which i:p.: dive,
work and invest one's f‘unds. :

Mr, Chalrman, I haVe outlined some of the innovative

programs we ~’ha,m}( ‘r,f}en_er\ ga,o'ed in. To the hest of zny Iinow-

ledge, these have caused n d_ﬁwholes ale displacement: »af tenants

or present home owners. As activity Increases thisz':will

become a factor. Mamr afspliaced persons hawe thn financial

ability to rent or pu"chaoei'"iother houses. These ue can help
and will apprecilate u.nv reféra e Many more do N

These, we .suggest, need speclal help. 'Ihis is an
area where federal subsidy programs must be utilizeﬁ-

One final note.:We hear terms such as~"’ip?zér-city,

T
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East of Rock Creek Park, West of Rock Creek Park, and each
of these aress belongs to the Clty.

Wnat happens in one, affects the other. I think 1t
is time we think in terms of the total City, a=zd improve,
preserve and add to the housing stock where ever the need
exists.

This total Clty needs = total commit?ent from local
government, fedsral government, the private sector, avery
citizen and every neighborﬁood.

To accomplish this, we have to remove th%%morator—
ium on our thought prccesses and on our engrgies as.lenders,
builders, realtors, government and communlty -- we have to
communicate, Join hands, think, and come to grips w%th the
housing issues. 3

Then Washington can become the best housed City
in the DUnited States. \

I appreciate thls opportunity to tesiify =2nd in-
vite your questions.

MR, LITTLEJOHIN: Thaak you. Mr. Stridiron has
some questions for you.

MR. STRIDIRON: As a preliminary question, what
is the role of the Savings and Loan ILeague with regard %o
the assoclation membership, and their lending policies?

MR. HARTWELL: Mermbershlp in the League is striectly

voluntary as to members. They have no control oveggthe
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lending policles as a league.

WR. STRIDIRON: I see. Okay. We appreclate the
statements regarding the innovative programs that your
organization or the associatlons are running.

However, there ap:p__ears to be some conce.rr;through-

out the community that, 1n fact, not enough is bheing done

by lecal lenders, and from what you have sald, we would get

-

the impression that., in fact, the local lenders are doling
all they can. o

How would you responé to those two, What i see as
conflicting commients, on the activities in the area?

MR. EARTWELL: I think most of the recent informatio

that came out regarding activity of the Savings apd'Loans

in these periods, I belleve 1972 and part of 1974 and 1975 —--
'72 was a good housing year. 'T4 was a terrible housing
year. Part of '75 was, i think, the worst housing year in
this nation.

Some of the data was presented was dated as just
that. However., I like to look ashead, and there were some
vositive approaches, znd you heard comments regarding a
Lhousing flnanes plan.

Ten polnts —-- some of them regquire some in depth
study. Some ol the recommendations there have already been
taken care of. The mortgage review board or commlitfee will

soon be into operation by the savings and loan in this City.
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The fact that z borrower be netified of a rejection

is a Ffederal law that went into effect on March 22, unger
the Egual Zredit Opportunity Act.

The fact that a recommendation that a person recelve
an appraisal -~ I am in fuli accord with that, and so testi-
fied before Yrs. Winters committee.

The pooiling of funds:.cain become very compiicated.

It requires interplay between City, private inéustry, and
this requires 1n depth study. -

The review of uﬂﬁerﬂriting requirements,:uhich I

think comes under thell heading of changing your cogformity

of loan policies, requires some study. Certainly I -think

-there is possibly room thai marginal type loans canfbe-

considered. I think they are being more seriouslyjconsidered
by savings and loan.

We have no reaily mathimatical or empiriczl base
to say that 40% or 50% §}cincmme is or is not too much for
& person to poy.

These things - we have glready referred this
rousing plan to some merbers of our Metropolitan League so
that they can study it, and come up with some recommendations.

MR, STRIDIRON: There was sone discussionﬂearlier
that lending institutions are not lncouraged to participate
in the houslng and community development programs that are

avallable in ths Distriet.




Can you respond to that. On the one hand, are
savings and loans or lenders in general, reluctant to become
involved ian subsidized bullding programs, or are they
dlscouraged from participating?

M, mARTWELL: If we have the rsgulatory to enter
into sueh preograms aaturally we will attempt to do this.
nge of your ~~ some of these programs, as I know them, or
as what I understand of them, are heavily bougét with red
tape. digh-ratic loans are .now avellable in the City, the
55% loans. | :

1f we are given the green light tc enter intc these
type of programs, but we still have the mardate to make
sound loans when we get into an area of very high risk.loans,
as I stated in my testimony, some type of subsldy is required
here.

MR. STRIDIRON;\mI,see. You aiso mentiocned some
aifficulty, you saldr SAFE hd& encountered. Lould ygﬁ

elaborate on taat?

about they encountered difficulties In gettling loans, or
something to that effect.

MR. HARTWELL: ©No, I said that -~ I believe ny
statement was that SAFE is having trouble getting loans now,

because there is so much actlvity and actually they are
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competing with thelr stockhslder members for loans -- what
loans are to go around.

MR. STRIDIRON: I see. That clarifies 1t.

MR. LITTLEJOHN: Mr. Darden.

MR. DARDEN: Apparently the image of savings and
loan Institutions in minorlity communities, especially, is
rather tarnished right now. :

I take for example the opposition, which the
Perpetual Savings and Loans found when they wanted to open
a2 branch at 18th and Columbia Road -~ which is in the
Mount Pleasant area.

Have you, through the association, or do you know
of any special efforts on the part of your members to change
the image or the -- or try fo counteract the sort.;f negative
reaction that some minorit#fgroup organizations haw; towzrds
S & L's.

MR. HARTWELL: Mr. Darden, that 1s a ggéq;qggstion,
and it is a falr question, and I think for us to iﬁ%fg%e
our image, we are going to put our money where our'%oﬁth is
and our doors are opened %o anyone‘who is lookingffér a
bankable type loan in this €ity, and I don't think: ¥hat
anyone in this City today, who can quallfy and wf%ﬁ?a house
can qualify, is having trouble getting a loan from’4 savings

and loan association.
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MR. LITTTEJOHN: Yes, M, Owens, and then Mr. Topping.

Mii. CWEHS: Is every applicant allowed to complete
a credlt application Form, and does that form become a per-
manent part cf your record%

MR, HARTWEIL: I 2m glad you asked that guestion

because we hsard -- Mrs. Winter has stated before, and T

}t

have discusszdé this wlth her. that people have not been able
to get loan applications. ‘

I believe Mr. Vitarello referred to that. If any
of you -- #aud I wish I had brought some applications with

me. If any of you have seen the appligations that we have

to £fill out 1n fThie day and time. even the most sophisftlecated

have problems with them. _ an

Certainly, when you give an application to an
individual, and I understand that some teams went around -
well, our guestion would\bg for anyone wanting an azpplication,
have you bought =z house?

Certainiy 1f there 1s a house, or if there 1s 2
contract for a house, then they should be entitled to com-
plete an sppiicetion.

If they want to know if they qualify for a certain
houge, or & certaln amount of 2 loan, we will certainly
counsel with then.

But, in answer to your question, 1f someone has a

contract on a house, they should be sllowed to complete that
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application, and that zpovliecation would remainia permanent

[

4

part of our records, and I ‘think the law says for twenty-
five moriths.
MR. OWE¥NS: TIs that the only reasen? I you

didn't have a house, vou mean you could not f£i1ll an applicatior

MR, HARTWELL: Well he could not complete the appli-~

C .,
-,

cation. Let me put 1t this way. He could fili in the income
rortion of 1t. But we could do nothing with it until there
were & pilece of real estate involved.

Becauze. vou don't know how much money he 1s
talkine about, how much losn he is talklng about.

MR. OWENS: Without the appllecation, you never would
would you?

¥MR. HARTWELL: Well yeou have got to find a house,

If a person wants eounseili&g, and we do this on the phene,

we do 1t in nerson. Wany éimes voung people, older!people
will come in ané say. how much can I afford to pay for a house
This requlires auestions on our part.

For vour Information. I have instruected my staff —
anybody that walks in the door, if they want an apvlication,
we will give 1t to them.

MR. OWENS: Are you saying then that %heféAis some
initiel sereening done? If they don't meet, or anéﬁerﬂcer—

tain questions »right in that initlal screening theyiare not
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allowed to Till
stand you to say?

MR. EARTWELL: No. I am saying that

has contracted for a house and taey are just about :ready
to huy @ hiouse =zud they want to come in and start that

application process geing, we say the contraet,

has %o be ratifiied, you have ©tc getv the house,

get an appraisal, and we will complete 1t.
I invite any of you to come in.
the whole k1i.
HR. Onuﬁ .z, Chairman.

LuJ@EH. M.

FMR. LIT Topping.
PR. TOPPIHG:

marke+ because n roualng tends to estabiish

L Ee.

price of tnc anmlre housing market. .

to a certain exgent :ge cost of housing withln the Bistrict?

MR. LARTWLLL: wWell,

boarded-up houses we have in the District.

ut an application. Is thaé what I under—

I will show you

One..of the points that youireferred

nobody seems tpakngw oW many
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anyone that

of course,

we have to

§

BO




that HUD has very few., and therefore. the urban homesteading
program, which I really believe in and I think is a great
program —- it would not be viable, bubt 1f you have got f1Ity
houses owned by FUD. to me. they should be put in the urban
homesteading program. 1f at all possible.

The other boarded-up houses, 1f they are owned by
the other gsovernment agsenecles. 1t would seem to me that they
could be marketed at a price —- they are not n;oducing any
tax benafit to the commmity now -- 1t would seem to me that
some formula ecould be worked ocut where they could be produced
or rehabbed at a fair price.

Of course the overall housing, new housing, and so
forth -- I think we are going to in the future hawve to be
satisfied wlth possibly smaller houses, less frills; to
satisfv the cost.

MR. TOPPING: Do you find right now that theFe are
a nurher of provisions written into elther federal 6r loecal
law, a regulation which has the effect of inflating housing
costs, that they are basiecally unecénomic and that they add
substantially to the cost of produection of housing?

Or, is that really a problem?

MR. HARTWELL: T couldn't pnut mv finger on anything
like that, Mr. Toopling. I saw something the other day, that
i1f you look at pure houslng costs. I think that some of

vour biggest costs in housing are your lumber, I think, and
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your labor,

your lender:z have to go through now is not helping their eost.

and certainly the added paperwork that mest of

But, thils is mwinor compared to the bricks and mortar and the

lzand cost itselfl.

ME, LITTLEJOIN: Thank you very much for your

MR, HARPWERELL: You're welcome.
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., LITTIEJOHE: Ladles and gentlemen, the next
1 be czlled by Mis. Deborah Matory and our
. Iver Stridiron while I leave the podium for just

-

MR. STRIDIROCH: Is Rirea Radln here?

MR. STRIDIROH: Welcome Ms. Radin. Would you please

STATEMENT OF RdAEA RADIH

identify yoursell for the record?

\

MS. RADIN: I am Rhes Radln and I am President of
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Radin Feal Estate. My main

office 1s on Czpitel Hill and I have been in real estate on

Cepital Hill since 135G, andé therefore, I am particularly

houses.

-
A

what you wsa

ané concerned in specializing and renovation of

have no prepared statement. I was not quite sure

nted to hear from me, except you know my back-

ground, mayvs you want to use me as sort of a whipping Doy.
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MS. MATORY: Mr. Darden would you like to proceed
wlth the guestions?

MR. DARDEN: Yes. ©One of the things that we are
trying to find out about ls the extent to which revitalizatlon
has proceeded in nelghborhoods in the Clty.

Could you glve us some idea asbout the current
boundaries for so-called Capltal HI1l1l area, in terms of
the parameters of revitallizatlion?

MS. RADIN: When I started on Capital H1ll we
bought the recreation area extending from about lat Street

or say South Capital to about 6th Street, East, and

' Pennsylvania Avenue to about Constitution Avenue, which is

a very small area.

At this polnt resteration is goling on 2ll the way
through 17th and 18th Streets, East, to about G or H Streets,
North, and to G Street, éoutheast, which 1s bounded by
the Freeway.

MR. DARDEN: I see. We are alsc trying to get as
much as we can about the characteristies of home buyers and
the process of revitaligation.

We were not able to determine what the agverage
selling price for revlitallzed homes -~ we have not been able
to determine that so far.

Can you give us some estimate about the cost of

revitalized housing -- say for instance in the Capital Hill
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area or in any other area that you are familiar with?

MS. RADIN: I prefer to direct my remarks primarily
to Capital Hi1ll, because that is what I really know something
about. ‘

MR. DARDEN: That is fine.

MS. RADIN: I can say, for example, we are having
an advertisement in the Sunday paper -- five different houses
running from $44,500 to $120,000. ’

I would say that there are many, many more now in
the $70,000, $80,000, $90,000 and up than there are below.

MR. DARDEN: These are single famlly homes?

MS. RADIN: These are single famlly homes.

MR. DARDEN: What sorts of people come to you for
revitalized housing? What are the characteristies 1f you can
generallze?

MS. RADIN: I would say primarily fairly young, or
say young professionals -- average in their early thirtles,
say .

We also have some people who are older. Their
chlldren have grown up. They have been in the suburbs and
they are interested in coming back into town.

We have qulte a few young couples with small
children. I wouldn't say that the majority had children.

MR. DARDEN: Would you say that the numbers of

these people is significant enough to displace thousands of

'
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resldents from the areas in which they are coming into, or
regsettliing into?

MS. RADIN: I would not say thousands. I don't
know exactly how many houses there are in the restoration
area.

But these are not -- at least my interest -- we

don't have large developers in the Capiltal H11l ares.

Individual houses are done one at a time so thét we don't
have any large displacement at any one time.

Most of the houses -- or let me say a great many
of the houses are sold by owner/occupiers. They make the
decision they want toc sell the house.

MR. DARDEN: So, they don't come through real
estate brokers for the sale of the house?

MS. RADIN: Oh no. They come to a brokerage, or
help the broker to helpA%hem sell the house. But I meant
many of the houses that are sold for restorition are
owner occuplied before they are restored.

MR. DARDEN: I see.

MS. RADIN: They are not all rental. They are not
all occupled by renters.

MR. DARDEN: Right. I see. These are people who
are selling thelr homes in order to reap whatever profits

they may.
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MS. RADIN: Yes. Because the price of not only
the restored houses has gone up tremendously, but the price
of unrestored houses has gone up, and many people who have
had a house and they know that they are golng to have to put
a lot of money into, are coming iIn to talk about 1t and
discover they can get enough money out of their house as 1t
is so that they can buy a modern house, say inrsome cf the
suburbs.

MR. DARDEN: Have you notilced any racial change
in the people who are leaving and the people who are coming
in to the nelghborhood.

MS. RADIN: I would say the change is primarlly
an economle change, wlith the kind of prices the;t the restored
houses ~- you have to have a fairly good salary, or & falrly

good income to buy them.

\

There are —- I don‘t see so much of a racial change.
There are many professional blacks that are buying on the

Hi11, for example.
MR. DARDEN: Earlier we heard some testimony that

about 14% of the people buying revitalized houses are minority
folks.

Is that percentage consistent on Capital Hill, or
is it greater or is it less?

MS. RADIN: I really have no statistlics on that.

I kxnow that my office sells, I would think, almost 50% %o




: I wouldn't say it was that high.
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minorities. I seem to have as many of one kind as another
coming in. They are mostly people with higher incomes,
because otherwise we cannoif help themn.

Certainly, I expect there are —- I really don't
know.

MR. DARDEN: Well just from your own perception,
would you say that Capital Hill is sbout 50% black?

MS. RADIN: You mean the restored hoﬁses?

MR. DARDEN: Yes.

MS. RADIN: No, I wouldn't say it was that high.

MR. DARDEN: Anywhere near 14%2?

MS. RADIN: I would have thought more than 14%.

MR. DARDEN: Okay, fine. I don't have anymore
guestions right now. o

MS. MATORY: Ms Bustos.

MS. BUSTOS: I do have a question. You sald a
few minutes ago that 1t wasn't necessarily tenants who
were being displaced, in a sense. You sald a lot of the homes
that are sold are sold by owners, people who now in houses
and who feel they don't have to restore them, they can sell
them as they are.

Then you talk about people coming in and buyling
revitalized houses. What is the middlemsn in thls

situation, for example —- it sounds like i1f I was a hame
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owner and I decide I don't have to restore my house, I can
sedl 1t as it 1s and go get a new house ~- who 1s the middle
person in this? UWho then redoes 1%?

MS. RADIN: The small builder. For example, the
owner comes into the office and says they are interested in
selllng thelr house, or they might be, and how much do we
think they could get for 1&?

I will go ocut and give them an appragsal and say
that I think you can get, let's say $30,000, or whatever it
may be. They decide that that is enough for what they want
for thelr needs, and so they list it with us at that price.

Then we also have seversl small bullders, renovators
who ecome into the office, spesk with me, and ask do we have
any houses to restore. Soc that they are sold to the
renovator. The renovator puts his margin of profit on his
renovation and then puts ‘the house on the market restored.

Now ocecasionally that is not 100% of the time.

I would say about 10% of the tlme, young couples come in

who want to renovate the houses themselves to live in.

- They buy an unrestored house and do it themselves and keep

it.
MS. BUSTOS: That is 10% of the time, soc then
we are talking about 90%.
MS. RADIN: I would say 80% or 90% of the time.
MS. BUSTOS: 80% to 90% is the owner, and then
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the small bullder and then a new owner again?
¥3. RADIN: Yes.
MS. MATORY: Thank you. Mr. Larry Owens.

MR. OWENS: Does your company purchase any property

MS. RADIN: No.

MR. OWENS: Do you know of any real estate companies

that do? '

MS. RADIN: No, I don't mean in twenty gears I
have never purchased property. I own one bullding besides
my own house, that I purchased when it was condemned and
restored and kept as & rental.

I think that several of the brokers occcasionally
purchase houses, buf I don't know of any that go 1n.fbr it
as a main --~ no.

MS. MATORY: Mr. Stridiron.

MR. STRIDIRON: Do real estate companies.go out
and not purchase buft solliclt homes for thelr clientg?

Is that a practice in the industry? -

MS. RADIN: ¥For their clients? &

MR. STRIDIRON: Right. For example 1f someone
comes into the real estate office and inquires, are there

any homes which require restoring, and let's say that the

real estate company indicates no we have none on onr rolis.
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Do they then offer to go out and solieit such
homes?

MS. RADIN: We have never been in the position
because we have always had some. However, I have had the

situation where somebody comes in and says I say a house at

9th and K, or where ever 1t may be, 1t looks very interesting,

could you find out zbout 1t? Then we wlll try ;o get in

touch with the owner and ask him whether he would be interest-~

ed in selling it if our cllient has asked us.

MR. STRIDIRON: But you would not initiate 1t?

MS. RADIN: No.

MR. STRIDIRON: OCkay I see.

MS. MATORY: Are there any further questlons?

MR. GLICKSTEIN: Ms. Matory.

MS. MATORY: Mr. Glickstein.

MR. GLICKSTEIN: Ms. Radlin, you have been doing
business on Capital Hill slnce 1959. Has the revitalization
process been a steady process sinece that time? Or, has 1t
picked up dramatically in the last few years?

MS. RADIN: It has picked up dramatically in thée
last few years. I used to think that one of the reasons 1t
has is because of all the hard work that some of us dld fthe
eighteen years preceding that.

In the early days 1t was very slow. After a
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certain amount of 1% got done, people did not féel they
were taking risks on living in a deterioriated street, for
example, and they were the last house to be redone.

I think it 1s because so much has been done. It
has pulled more.

MR. GLICKSTEIN: Do you think that is an important
factor? What about the lesser availability of housing in
the suburbs or what about the energy crisis, where some
people say that people are moving into the cities because
of the energy crisis -- it 1s too expensive?

MS. RADIN: I think that gqulte a few people are
coming 1in because they are awfully tired of the traffic
problems, or the transportation problems coming in from the
suburbs, and are worrled about the energy problems.

There are lots of older people whose children have
grown up, who are very glad to not have to fight with the
traffic and be in town now where they are near many things
that they want to see.

I think the primary thing is that it has become
an attractive area.

MS. MATORY: Ms. Radin, we have just one other
guestion, from Mr. Owens.

MR. OWENS: Are you saylng that by hard work -- do

you mean that real estate companles can start a revitalization

proecess -~ by working hard?
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MS. BRADIN: Yes,.I.do.

MR. OWENS: Okay.

MS. MATORY: Thank you. Mr. Darden.

MR. DARBPEH: I wanted to follow up on the theme,
to find out from you to what degree you received help in-
directly, if not directly,*ﬁrom any program sponsored by the
local federal government iﬁ beginning and continuing the
revitalization process in Cspital Hil1ll1l? I

MS. RADIN: We receive no help whatever.

MR. DARDEN: Were you able — indirectly elther?

MS. BRADIK: VWell, the last year we-have been being

able to help our purchasers in obtaining government sponsored

- loans, if that 1s what you mean.

We have had no -- if that is what you are referring
to —- we have had no direct help from the government.

MR. DARDEN: I\guess I was thinking about the
suggestion we heard earlier for the use of condemnatlon
procedures to acquire bulldings that might be then developed
by private industry or the private market.

MS. RADIN: I have had no help from the District
government. A bullding has to be in terrible shape to be
condemned. If 1%t is condemmed, at least in my experience,
when 1t 1s condemned —— many bulldings, I think, should be
condemned long before they are, because I think that they

are a health hazard and a danger to the people who are llving
}
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in then.

MR. DARDEN: Well I guess that goes to the other
side. Are there any practices that the City government has
which have proven to be hinderances to the revitallizatlon
process?

MS. RADIN: Well, I wish they would condemmn houses
more as a matter of fact. I don't mean trying to displace
people, you understand. I Just Fhink that -- i have seen
people living under conditions that are horrible, and T
think that at least the owner of the bullding should be
required either -- should be required to get the buzléihg
up to code, or if he is unable to Tinaneially, I don'ﬁwthink
that they are huildings that peaple should be living in.

Am I answering your question? .

MR. DARDEN: I think you are getting cléég to it,
I am not sure. Are you éaying that there are some #reas of
authority, like condemnatlion and inspection and thgé'sort
of thing which the City could be doing a better job of?

MS. RADIN: Yes, I think that the housing inspectors
could do a better job in many Iinstances. Xzi

MR. DARDEN: Have you encountered any soré of
evidence of that in terms of blighted properties in the
Capital H1ll area, that remalin blighted?

M35. RADIN: Well as yow know, I am not in a job

situation at the present time that has many statlistics.







