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The 4onorable BEST DQCUMT'\
The Secretary of Housing and )3 ‘”LM!T AVA”AB
Urban Devalopment - e LE.
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Dear Madllam Secretarv:
Enclosed i
1

/ September 23,

a cory of our testimony presented on p
r 75, before the Subcommittee on Manpower and H¢f w/807
Housing, Hcuse Committee on Government Cperations, con the

results of our review of HUD's management and disgosition

of acquired multifemiliy properties. OQur review showed the

following weaknesses which indicated that HUD wac not aman-

aging and disposing of acguired properti-ss efficiently and

effectively.
--Contrary to its poelicy c¢f disvcosino of nroverties 2t
) the earliest possifle date and at the highest price,
HUD allowed propeirties to remain in inventory ftor
long periods withot making adeguatz efforts to

dispose of then.

-~While preperties were in the inventery, thev were
not managed in a manner that would improve their
ulvimate marketability, nor did they vrovide decent
and safe housing fcr tenants. Specifically, HUD
and the nanagement z2gents did not (1) maintain
nroperties in agood revair, (2) make adeguatc
efforts te increase occupancy, (3) establich rents
at fair market rates, or {4) collect delinguent

rents,
These weaknesses resulted in (l) increased costs for
-holging preopercties in inventory, (2) failure to maximize
return on +the PFeaeral investment, and {3} tenante livirg
in unsafe and unsanitary housing.

As you know, defaults of multifamily progerties have
increased dramatically in recent years ard are now at an
all-time high. In additian to the larce inventory of aultie-
family properties acauired by HUD, another serious concern
is the even larger inventory of multifamily procerties
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which have defaulted, and whos
to HUR. It is almost certain
titimately be foreclosed and
£ such properties will, in o
lems for HUD in the timely an
dispcsition of multifam:ily or

es have been assigned
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"To correct these weaknesses we recomrand that you

~~Instruct the field staff to timely
ary programs and reconmerdaticns fo
and disposition of acguired propert
oific=s should perigdically monitor their field

I+

cffices to insure timely actions.

~-Instruct the field offices to {l) establish and
colliect fair market rents on acguired properties andg
{2} promptly make repairs to correct unsafe and
unsanitary conditions on acguired properties.
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--Insure timely action oy
evaluating field cffice re
resclving disagreements be
office perscnnel on matter
of the properties.
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--Require that field personnel meonitor acents' manage-
ment of acqulred properties to insure that (1) prop-
erties are xept in good repair, {2} occupancy is
increased, and (3) rent collection procedures ¢re
effectively carried out, When agents have faileg
toe follow prescribed preccedures, RUD fielad uffices
need to work closely with the agents to improve their
management practices or, if necessary, to replace the
agents.

Q

--Assess staffing needs and assign encugh 3
effectively carry out HID's objectives of
and disposing of acquired properties.
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we shall be vleased to discuss any of the above matters
with you or mempers of your staff and shall sppreciate
receiving your comments on arv action taxen c¢r plannec,.

As ycu know, section 236 of the Legislatiyve Regrganiza-
tion Act of 1970 requires the head of a Federa. agencv to
submit & written statement on actions taxken or our recommenda-
tions to the House 2and 3enate Committess on Governmant
Cperations not leter tnan o0 dave afte: thne dzte of rhe
report and the hcocuse and Senate Commitiees o: sppropriations
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with the agency's first request for aporopriations made more
than 60 days &fter the dote of the rervort.

We are seading copies of this report to the fcocur com-
mittees nientioned above and to the Director, Cffice of
Manageme 1t and Budget. We are alco sending copies to your
Inspector General and Assistent Secretary for Housing

Management.
5] ely your
/;;5 by
4%2??3 1/22 / i o4
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Comptroller General
of the United States

Enclosure

BEST DOC,. o5
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UNITED STATES GENERAL ACCCUNTING OFFICE
WASHINGTGN, D.C. 2054

FCR RELLASE G DELIVERY
EXPECTED 7™ 9:30 A.M, EDT
TUESDAY, SEPTEMBER 23, 1975

STATEMENT CF
HENRY ESCHWEGE, DIRECTGR
RESCURCES AND ECCNOMIC DEVELOPMENT DIVISION

oD
[P AR S8

SUBCOMMITTEE ON MANPCWER ~AND HCUSING
COMMITTEE ON GOVERNMENT OPERATIONS

re mre o

HGUSE COF REPRESENTATIVES

[

ik
Gt

vl "ﬂ

ON

REVIEW OF HUD'S MAMNAGEMENT AND DISPOSITICH CF
ACQUIRED MULTIFAMILY PROFERTIES

MR. CHALRMAN AND MEMBERS OF THE SUBRCOMMITTEE:
WE ARE HERE TODAY AT THE REQUEST OF THE SUBCCMMITTEL IO

DISCUSS THE RESULTS OF OGUR REVIEW Cf HUD'S MANAGEMENT AND

PPN

DISPOSITION OF ACQUIRED MULTIFAMILY PRCPERTIES, WITH M2

TODAY ARE MESSKRS. JOSEPH P. ROTHER, JR., ASSISTANT DRIRECTOR-
IN-CHARGE, AWD CLAREN(YE P. SQUELLATI, ASSISTANT DIRECTCR,
RESCURCES AND ECOMOMIC DEVELOPMENT DIVISICN, AND
MR. DANIEL C. WHITE, ASSISTANT REGICNAL HMANAGER, CHICAGO
REGIONAL CFFICE,

MY TESTIMONY TCDAY WILL SUMMARIZE THE RESULTS OF OUR
RECENTLY COMPLETED REVIEW. WE WERE DRAFTING A REPCRT TC

THE CONGRESS WBEN WL LEARNED THAT YOU WERE INTERESTED IN

HAVING US DISCUSS OUR CESERVATIONS AT THESE HLARIRGS.
THCREFORE, HUD d#AS NCGT BEEN GIVEN AN OPPCRTUNITY TO FORMALLY

COMMENT ON CUR TENTATIVE CONCILISIONS ASD FROBOSALS 7

IMPROVEMENT,
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AS YOU KNOW, HUD INJURES MCRTIGAGES MARE 3Y rRIVATE
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LENDING INSTITUTIONS FCOR MULTIFAMILY HOUSING CnDE!D

SECTIONS OF THE HATICNAL HOUSING ACT. ELIGIBIEZ LOUSING
UNDER THESE PRCCRAMS INCLUDES ABPARTMENT BUIIDINGS,

CONDOMINIUMS, MCBILE ROME PARKS, AND NURSING HOMES. MORT-
GAGES MAY BE INSURED FOR NEW CONSTRUCTION OR EXISTING
HOUSING. ON JUNE 30th OF THIS YEAR, HUD HAD INZURANCE IUW
FORCE On 14,072 HULTI%AMILY PROPERTIES WITH UNPAID MORT-

GAGE BALANCES OF $19.2 BILLION.
AFTER NOTIFYING HUD, MAY (l) FOPECLOSE AND CONVEY TITLE 10

THE MCORTGAGE 10 !
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BENEFITS. AS Al ASSIGLEE CF HUD MAY
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--GGLE THE MORIGAGE AND GIVD THE MORIGAGCR a¥ OFPOR-

TUNITY TC WORK OUT HIS FINANCIAL DIFFICULTIES AND

--ACQUIRE TITLE TO THE PROPERTY THROUGH FORECLOSURE

CR THROUGH VCOLUNTARY CONVEYANCE OF DEED I LIEU CF

OUR CURRENT RLVICW WAS DIRECTED TO HUD'S MANAGING AND
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- bricnos

HIGE. THE TOTAL.NUMEER QF MULTIFAMILY PROFERTIES IN HUD'S

ACQUIRED INVENTGRY KUSE FROM )95 AT THE END OF FISCAL YEAR

1972, WITH A NET INVESTMENTl BY HUD OF $288 MILLION, TO 348

PROPERTIES AS OF MAY 31, 1975, WITB A NET INVESTMENT OF

$393 MILLION. THIS INVENTORY REPRESENTED 36,608 HOUSING

UNITS.

| ANOTHER HMATTER bF SERIOUS CONCERN IS THE EVEN LARGER

INVENTORY OF MULTIFAMILY PROPERTIES WIICH HAVE DEFAULTED AND

WHOSE MORTGAGES HAVE BFEN ASSIGNED TC HUD BY THE MCRIGAGEES.
THE INVENTORY COF ASSIGNED MORTGAGES ROSE FROM 579,

WITH A MORTGAGE BALANCE Of $73Z MILLION AT THE END OF

FISCAL YEAR 1972, TC 1,343 ASSIGNED MORTIGAGES, WITH A BALANCE
OF $2 BILLION AT THE END OF FISCAL YEAR 1875. ON MARCH 24,

1974, WE TESTIFIEZD BEFOERZ THE LEGAL AND MONETARY AFFAIRS
SUBCOMMITTEE COf THE HOUSE GOVERNMENT OPERATIONS CCMMITTEE

CH ;MPROVENENTS WEEDED IN THE OVERALL MANAGEMENT OF MORTGAGES
ASSIGNED TO HUD,

IT 1S VERY LIKELY THAT MANY PROPERTIES wiiu3E MORTGAGES
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U TO HUD WILL ULTIMATELY BE FORECLOBED
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jD. 1M FACT, AS OF JUNE 30, 1975, HUD
WAS FORECLOSING ON 475 OF THESE MORTGAGES, WHICH AMOUNTED

TO $649 MILLION. ACQUIRING ADDITIONAL PROPERTIES WILL CREATE

-t

THE NET INVESTHENT IS THE TOTAL DOLLAR AMOUNT HUD HAS SPENT
oM THE PROFERTY, (.£, ACQUISITICH COST PLUS COPERATING
EXPENSES, TALXNES, NG CAPITAL ITMCROVEMLANLS MLINUS PRENTAL
INCOHE.
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HORE PROHULEMS POR HUD IN THE TIMELY AND EFFECTIVE MANAGEMENT
AND DISPOSAL CF MULTIPAMILY PROPERTIES.

TO EVALUATE HUD'S3S EFFECTIVENESS IN MANAGING AND
DISPOSING CF ACQUIRED PROPERTIES, WE REVIEWED 35 PROPERTIES
THAT WERE IN HUD'S INVENTORY DURING FISCAL YEAR 1974. THE
PROPERTIES WERE IN THE JURISDICTICN OF THREE HUD FIELD
CFFICE3~-CHICAGO, DALLAS, AND NEWARK--WHICH, AT THE TIME
OF OUR REVIEW, HELD ABOUT 30 PERCENT CF THE MULTIFAMILY

INVENTORY.
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-~CONTRARY TO IT5 POLICY OF DISPOSING OF PAOPERTIES

AT THE EARLIEST PC3SIBLE DATE AND AT THE HIGUHEST

B PRICE, HUD ALLCWED PROPERTIES TO REHAIN IN INVENTORY

FOR LONG PERIODS WITHCLUT MAKING /N ADEQUATE EFFORT
TO DISPCSE CF THIDM.

-—-PROPERTIES =sLMATINING IN HUD'S INVENTCORY WERE NOT
DREPARED FCR ULTIMATE SALE NCR DID THEY PROVIDE
DECENT AND 3AfE HOUSING FOR EXISTING TENANTS.

~-HUD AND HANAGING AGENTS DID NOT MAKE ADECUATE
EFFORTS TO COLLECT RENTS FROM TENANTS.

THESE WEAKNESSES RESULTED IN (1) TNIREASED COST FOR
HOLDING PROPERTIES IN INVEWTORY, {(2) FAILURE Tu MAKIMIZEZ
RETURN ON FEDERAL INVISTMENT, ANDL (3) TENANTS LIVINC IN
UNMSAFE AND UNSANITALR. HOUSIRG. BULAUSL RANY FACSTORS AFFECT

4
USRS
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HUD'5 ABILITY TG SELL PEOPERTIES IN A TIMELY MAMNER, S

A MAXIMUM RETURN WHEN THEY ARE SCGLD AND TO INSURE THAT
TENANTS WILL HAVE SArFE, DECENT, AND SANITARY HOUSING IN
THE IHTERIM.

I WOULD LIKE TC DISCU55 EacH OF 7THESE PROBLEMS IN
GREATER DETAIL.

PROFFRTIES HELD IN TPE INYEWTORY FOR ENTENDED

PERIODS BEFCRE BEIWG NFFLRBED FCR SALE

WE FOUND THAT [¥TUNSIVI oBLAYS OCCURRED DEFORE rrOPERY

WERE OFFERED FOR SALE. QUICKLY DIsPOSING OF PROPERTIES wOU
~~ENABLE HUD TO CONCENTRATE (i ITS PFTMARY CBJLCTIVE
WHICH IS TC PROVIDE HOUSING RATHER THAN TO MANAGE
DEFAULTED HOUSING,

~-MINIMIZE THE GOVERNMENT'S LCLDING COSTS

APPROPRIATIONS OR TREASURY BORROWINGS THAT MAY BE
NEEDED TO PAY (FF FUTURE CLAIMS.

1D FROCEDURES RLQUIRE THAT WITHIN

-—-30 DAYS AFTEF LEARNING CF A PENDING ACCUISITION,
FIELD CFFICES DEVELCP A PRELIMINARY PRCGRAM FCP
EXITHER GPLRATING OR SLCLLING THE PHROPERTY, THIS

PROGRAM MUST EVALUATE THe PROPERIIES' CCNDITION

-

BESTLu..

LD
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AND THE NEEDED REPAIRS, DETERMINE THE BEST USE OF
THE PROPERTY, ESTABLISH RENTAL RATES, AND DETERMINE
TENANT SERVICES, BEFORE ACQUISITION, THE FIELD
OFFICE IS REQUIRED TO  MAKE AN AGREEMENT WITH AN
AGENT TO MANAGE THE PRCPFRTY,

-=60 DAYS AFTER ASSUMING MANAGEMENT RESPON3IBILITY,
THE AGEHT 15 TOASUBMIT A COMPREHENSTIVE MANAGZMENT
STUDY TO HUD RECOMsENDING RENTAL RATES

PRGCEDURES, AND REPAIRS NEEDED WITH A DISCUSSICH

PRGBLZM AREAS

Ty

G \ND SUGGESTED 30LUTIONS.

~--920 DAYS AFTER ACQUISITICN, BUD FIELD CFFICES RECOMMEND

v 4

THD WASHINGICN COPFICE WHETHER THE TROPERTY SHOULD

BE OFFERED FOR IIMED

-

ATE SALE OK BE OPERATED UNTIL
REPAIRS OR OTLER HMEASURES ARE TAKEN 10 INCREASE
MARKET VALUE.
WE FOUND THAT BUD DID NCT CCMPLY wiTH MANY OF THESE
BROCEDUKES.

FOR EXAMPLE, AT THE TIM

g}

¢

OF QUR REVIEYW THE 35 PROPERTIES

EXAAINED HAD BEEN IN HUD'S INVENTCRY FOR AN AVERAGE OF

23 MONTH3, RANGINT FROM 5 TO 83 MONTHS. 4> OF AUGUAT 1975,

25 OF THESE PROPLCRTIZS HAD BEEN 350LD.

ALSG, PRETLIMINARY PROGRAMS FCR OPERATING OR SELLING

1HAE FRAMES FOR 28 CF THE 35 PROPERTIES WHICH WE REVIEWED.

A - T rafal LY ~ PRI Y N e Rk i s R el
ARZD IN ACCORDANCE WITIH CSTAQLISHED
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PRELIMINARY PROGRAMS WERE NEVER PREPARED rGR FGUR OF TEE
PROPERTILS. ONLY 7 OF THE 31 PROGRAMS PRUPARED CONTAINED
ALL THE REQUIRED INFORMATION,

REQUIRED MANAGEMENT STUDIES WERE NOT PRErARED FOR
15 OF THE 35 PROPERTIES, THE MAJAGEMENT S5TUDY HAD BELN
PREPARED ON OILY CONE PROPLRTY WITHIN THE PRESCRIBED TIME
FRAME.

FOR 12 OF ZIZ 35 PROPERTIES, HU. FIELD CFFICES HALD

NOT SUBMITTED THE REQUIRED RECOMMENDATIONS TO THE WASHINGTON
NEFICE ON WHETHER THE PRCPZRTIES SHCULD BE OFFERED EOR
IMMEDIATE SALE OR SdOULD BE OPERATED IN A& HAANNER LCESIGHED

TG IMPROVE TaE

=t

R MBRKETARILITY, ONLY ONE BDCOMMINDATI

]

WAS SUBMITTED O8 TIME.

SIGNIFICANT DELAYS CCCURRED AFTER THE RECOMMZINDATIONS
WERE MADE. FbR EXAMPLE, THE WASHINGION OfFICE EXCEEDNED
THE 36 DAYS ALLOWED FOR 16 OF THE 23 RCCOMMENDATIONS 3UTMITTED
BY PERIbDS VARYING UF TO;S YEARS., DJELAYS IN THE DISPCSITION

PROCESS WERE DUE TO POCR COMMUNICATION BETWFEN HUD'S FIELD

<

THE FOLLOWING EX/AMPLE SHCWS SCME CF THESC PRCBLLUS.
A, IN NCVEIMBER 13567 BUD ACQULRED A 144 UNIT APART-
MENT BUILDING FCR $1.9 MILLICN. THRED MONTHS

LATER THE PROJECT WAS S93-PERCENT CCCUPIZD 2AuD

g il b
ST Ll B AL
7 pEST blluuts
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r3
.

NEEDED ONLY RELATIS

<<
e

LY MINOR REPAILRS, SUCH AS

PAINTING,

fou

ANDSUAPING, AND REPLACING SOME STORM

e

WINDOWS AND SCREENS.

RECAUSE THE PROJECT HAD 2N EYCELLENT CCCUPANCY
RATE, THE WASHINGTCN OFFICE IN APRIL 1968 SUGGESTED
iMMﬁDIATELi SELLING THE PROPERTY WHEREBY THE BUYER
WOULD BE RESPONSIBLE FOR MAKING THE NECESSARY
BUILDING REPAIRS.

FROM APRIL 1968 TO JUNE 1969, THE FIELD AND

N T v e o e e

WASHINGTON OFFICES HELD PERICDIC DISCUSSIONS AS

TO WHETHER REPAIR WORK SHOULD BE DGNE BY HUD OR

BY THE BUYLR.

FINALLY IN JUNE 1969 THE FIELD COFFICE RZCOMMEUDEC
THAT THE PRCPERTY BE SCLD AS CCHVELTICNAL RENTAL
PROFERTY "AND THAT THE BUYER BE MADE RESPONSIZLE FOR
REPAIKS. »

DURING THE NE{T 4-1/2 YEARS,

+3

HERE WAS SPORAZIC

CORPESPONDENCE AS TO WHLTHER TBE PROPSRTY SHOULD

£

BE SOLD AS A DIFFERENI TYPE OF PROJECT (CONDGHMINIUM

IN MARCH 1574 THT FIELD CFFICE AGHIN RECOMMENDED .

THAT TBE PROPERTY BE SOLL AS COHVENTICNAL RENTAL

7 YEARS AFTER ACQUISITICH--FOR $933,000
IRl e
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THIS EXALPLE IS USED RECAUSE IT SHOWS MANY OF TdE
PROEBLEMS MNCTED BUT, IT IS NOT CONSIDERED TYPICAL GF
ALL THE PRCJECTS EXAMINED,

HUD GENERALLY SELL3 PROPERTIES FOR LESZ THAN IT PAID
FOR ACQUTRING THEM AND LOSES MONEY ON THEIR OPERATZIIN
WHILE THEY ARE BELD IN INVENTCRY. FOR EXAMPLE, DURING
11 MONTHS IN FISCAL YEZAR 1475 HUD SOLD 91 MULTIFAMILY
PROPERTIES FOR 540 HILLION LESS THAN IT PAID FOR THEM;
A RETURN OF ONLY 535 CENTS FOR EACH NTLIAR INVESTED,

IN GENEPAL, FCR EVERY DAY THAT HUD HOLDS PRCPERTY IN

ITS INVENTORY, THE GOVERWMENT LCSES MONEY BECAUSE DJPERATING

8

¢ o rTRaTearaimo
GUUFRNMLNT!'S

31

e pe
XPENSE

iy
€

TSA Y B EN T T ™ [aZazs] \! ity
, TAXES, AND IMPOTED THTDREZT CN TH

fw]

INVESTMENT USUALLY EXCEED RENTAL INCOMEZ, HUD LOST $2.6
MILLION ON THE 35 PROPERTIES REVIEWLD WHILE THEY WERE
IN INVESNTORY.

WE HAVE A CHART WITH US TODAY WHICH SHOWS THIS

PROBLTM FOR 5IX OFf THE PROJECTS REVILWED.

INADEQUATE MANAGEMENT OF PROFERTIES

IN INVENTORY
ONCE #UC ACQUIRES A PROPERTY, IT MUST BE MANAGED WITH
TWO GOAL3 IN MIND: (1) TO MAXIMIZE RETURY T0O THT

GOVERNMENT THROUGHL AN ULTIMATE SALE AlID (2) 7O PROVIDE, IN

THE INTERIY, DECENT, 5AFE. AND 3a0ITARY HOUSING TU EXITTING
TENANTS,
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CNE PROPERTY, HUD WAS CITED FOR THE SAME CODE VIOLATIGN
INVOLVING DILAPIDATED AND DANGEROUS PCRCH{ES ON THREE
CCCASIONS DURING A 10-#CNTE PERIOD.

SEORTLY AFTER 3UD ACQUIRED FOUR PROPERTIES, IT LEARNED
THAT TEE COAL-BURNING HEATING SYSTEMS WERE INADEQUATE AND
SHOULD ELTHER BE REPLACED OR CONVERTED TO GAS.

HUD DID NOT TAKE ANY ACTION AT THAT TIME BECAUSE IT PLANNED

TG SELL THE PROPERTIES.

=3

DURING THE WINTER MONTHS TENANTS WERE FREQUENTLY
WITHOUT HEAT AND HOT WATER BECAUSE CF EQUIPMEWNT FAILURES,

MANAGEMENT ACGENTS, TENANTS, AND JANITORS TOLM US THAT THIS

OCCURRED ALAGST W

i

C‘t V‘ AN oMLrET ms s
f ol - s -~ “

2 DAYS WHEN THE TEMPERATURE WAS AS LOW AS 23 DECREES. BEFORE

THE NEXT WINTER, HUD REMEDIED THE HEATING PRORLEMS AT THIS

PROJECT AND AT 2 OF THE OTHER 3 PROJECTS.
HUD AND HANAGEMENT AGENTS DID NOT ALWAYS TRY TO INCREASE

THE OCCUPANCY LEVELS IN THE PROPERTIES {EIGH OCCUPANCY

PRCPERTIES, THUS DECREASING POTEHTIAL MARKETABILITY.
FCR FIVE PROPERTTES REVIEWED, RENTAL RATES WERE CON-

SISERABLY BELOW GCING MARKET RATES FOR COMPARABLE HOUSIUG.
HUD HELD THESE PRCZERTIES FROM 4 TG 5 YEARS BEFORE IT
INCREASED THn RENTAL RATES. THE PRCPERTIES WERE FULLY

OCCUPIED 2AMD (ONE

'

RCPERTY HAD A wATTIN

.
3
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PRCPERTY QFFERED FOR SALE IN 1970, HUD ESTIMATED THAT
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ANNUAL éﬁNTAL INCOME WAS $33,000 BELOW THAT BEING CHARGED

IN THE PREVAILING MARKET. WHEN THE PLOPERTY WAS SOID 4
YEARS LATER, HUD ESTIMATED THAT ANNUAL RENTAL INCOME

WAS $é8,000 BELCW MARKET, YET IT DID NOT INCREASE THE RENTAL
RATES DURING THE 4-YEAR PERIOD THAT THE PROPERTY WAS IN
INVENTORY.

FAILURE TQ COLLECT DELINGQULNT RENTS

WE FOUND THAT HUD AND ITS MANAGEMENT AGENTS DID NOT
MAKE ADEQUATE ECZORTS TO COLLECT DELINQUENT RFNTS.
HUD PROCEDURES REQUIRE MANAGING AGENTS TO CONTACK

TENANTS PRCMPTLY TC OBTAIN PAYMENT, EVICT THE TENANTS,

OR, IF CIRCUMSTANCES JUSTIFY I7, WORK CUT A PRGCRAM FCR
CURING THE DELINQUENCIE
OF THE 35 PROPERTIES REVIEWED, 34 HAD DELINQUENCIES

TOTALING $189,000 OF WHICH $118,000 #WAS COWED BY TENARTS
WEQ HAD MOVED AWAY. MANY AGENTS WERE NOT FOLLOWING HUD'S
PROCEDURES. FPOR EXAMPLE, AGENTS FCOR FCUR PROPFERTIES WITH

DELTLQUENCIES RANGING FR(M 6 TO 23 PERCENT OF RENTS DUE

DID NGT AT PROMPILY TC CURE DELINGUENCIES AND ALLOWED
TENANTS TO LIVE RENT-FREL FOR PERIOES UP TO 9 MUNTHS.

HUD OFFICIALS TCLD US THAT THE PRCBLEMS NCTED IN CUR

REVIEW WERE PRIMARILY CAUSEID 3Y INADEQUATE OR INEXPERIENCED

STAFF. THEY STATED TaAT .ITHECOUT ADEQUATE STAFF, THIY wERE
UNABLE TO PRCPLRLY ADMINISTER AND HMOUITCR THIS PROGRAM
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MR. CHAIRMAN, WE BELIEVE THAT HUD'S INVENTORY CF

- ACQUIRED MULTIFAMILY PROPERTIEZES MAY INCREASE SUBSTANTIALLY

IN THE NEAR FUTURE BECAUSE OF THE MANY MORTGAGES NOW ASSIGNET
TC IT, HUD SHOULD ACT IN A MORE TIMELY MANNER 70 INSURE

ADEGUATE HMANAGEMONT AND OISPOSITION OF ACQUIRED PROPERTIES.

’n
2
11
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3

ARY, MR, CHAIRMAN, HUD CAN TARE STEPS IO COR
THE WEAKNESSES NOTED IN-OUR REVIEW. SPECIFICALLY, THE
STCRETARY OF HUD SHOULD

~INSTRUCT THE FIE

LD STAFF

TA TC FREPARE PRELIMINARY

Ak

PROGRAMS AND RECOMMENDATIONS FOR YHE OPZRATICN AND

DISPOSITION OF ACQUIRED PRCPERTIES IN A TI!

-~

ELY

MANNER. IN THIS COMNCTICN, THE REGICNAL COFFICES

HOUL

L}

PERIC

Q'-(

BTAAT Y M T
BICALLY MONITOKR

H

TO INSURE TIMELY ACTIGNS
»=INSTRUCT THE FIELD OFrICES T0O (1) ESTABLISH AND
COLLECT FAIR MARKET RENTS ON ACQUIRED PRCEPERTIES
AND (2) PROMPTLY MAKE REPAIRS TO CORRECT UNSAFE AND
UNSANITARY CONDITICNS ON ACQUIRED PRCPERTIES,
~-INSURE TIMELY ACTION BY THE WASHINGTON CFFICE 1IN
EVALUATING FIELD OFFICE RECCMMENDATIONS AND IN
RESOLVING D1SAGREEMENTS BETWEEN WASHINGTCON AND FIELD
OFFICE PERSOLNEL ON MATTIERS AFFECTING DIGSPCSLYTLON

OF THE PROPERTILS,

13



ENCLOSURE ENCLOSURE

~-REQUIRE THAT FIELD PERSCNNEL MONITOR AGENTS'
MANAGEMENT OF ACQUIRED “ROPERTIES TC INSURE THAT
(1) PRCPERTI®S ARE KEPT IN GCOD REPAIR, (2) OCCUPANCY
IS INCREASED, AND (3)EFFECTIVE RENT COLLECTION PRO-
CEDURES ARE IMPLEMENTED, INK THOSE CASES WHERE

ACENTS HAVE

CE LR V7L BN v

1y

AILED TC FOLLOW PRESCRIBED PROCELDURES,
30D FIELD OFFICES NEED TO WORK CLCSELY WITH TEE
AGENTS 10 IMPROVE THEIR MANAGEMENT PRACTICES OR,

IF NECESSARY, TO PRPLIPLACS THE AGENTS.
-~-ASSESS STAFFING NEIEDS AND ASSIGN ENCUGH STAFF TC

EFFECTIVELY CARRY CUT HUD'S ORBJECTIVES OF [iANAGIN

%
(7]

ARD DISPOSING OF ACQUIRED #RCPERTIES.

MR. CHAIRMAN, THIS JONCLU

I WILL NCW BE GLAD 7O RESPOND TO ANY QUESTIONS wWHICH YOU,

OR HMEMBERS OF THE SUBCOMMITTEE, MAY WISH TO ASK.

UQU;L.;E,; i

F AVkiiag E
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HOLDING COSTS
FOR

SIX HUD MULTIFAMILY FROPERTIES

Estimated

Months Held Acquisition Imputed Interest
Property As of 9/30/74 __ Cost Cost on Investmentad
A 57 $2,004,000 $176,000
B 83 1,908,000 405,000
t; C 15 3,811,000 267,000
D 29¢ 1,201,000 198,000
E 22 421,000 22,000
F 20 1,135,000 54,000

From Operationb

Net Intome

Governments’

g4NS5010NE

Coct of Holding

Property

(

(

(

$ 94,000)
215,000
43,000)
71,000
16,040)

23,000

$270,000
190, 000
310,000
127,000
38,000

31,000

4interest costs compmted on the lower of (1) HUD's acquisition cost, (2) net invves:ment at time of sale, or (3) sales

price using the Treasury porrowing ra<e,

PRental income less operating expenses, i.e., utilities, taxes, maintenance, and minor repairs; excludes major

repairs or wmprovements.

CMonths held is as of February 1974 when property was sold.

X o,
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