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A recent aralysis of income and expense on the low-rent housing program has - )

" diaclosed that we shall ehortly de facod with a eerious situation in regard to :
-tihe finencial stability of ‘the low.reat projscis. A% the preseat time incressed -

rental income on these projects has more than offset incresacs in expeumses, bus
whed the program returns to complete low-incone tenansy, it is imperative that ]
operating expsnses de cut down because of the limitation on the amount of ammwal - ‘3
contridutions permitted. A

The problem is immediate, for cutbacks ir war :roduction are already being )
effected and the local authoritios must turn their atientlon to restoring the "3
pudblic houeing program to low-income temancy, Sush toasmcy will probably be !
achieved through the following occurrincoss _

3. Tenant incomes will fall as teasate lcni war jata. .

2. Temant incoues will fall as overtime is eliulnited. R

3. As housing becomes aveilable ia the cozmnity, bigh fucome terants will
ve required to move and will be replaced with low-income tenants.

4. As vacancies occur only lov-inccze tenzzss will be admitted,

il i

DECLINE OF RENTAL INCOME

Yhat will be the extent of the £all in remtal iucoua? In the preseatation of
estinme2tes ¢f annual comtridutina requirensnts %o tho Bureau of the Budget, the
FPPHA has agspnaied that whem the entire (rogran fetorns to low-incone tenancy, the
tonant incowmes will be at abont the lovel of 4hs tensnt incomoe 2 1341, A
return to $ais level would procfuce as e5tivatni dcscliwe in rantal incoms of 2 ﬁ 1
This ostizuts is based on the experisnce of tha firat zh !’PhA..aiaad nrojects
which would suffer this percentage decline if they reivrned %c their 1941 lewel
of operatiorn,

et i

The total income on these 3% P.L22 projecis for the project fiscal years on which

lated at $25.25 per unit month. A retura to $he 19M1 level weuld result ir s
projoct incone of $19.09 FUM, 2 Gecrease of §5.16 or U 4%,

¢

et

NZED FOR RuDUCING ELPENSES

fith thie expectad decreaee in income, it 4is aruearcut {hint operating expoases

camnot rem:in at present levolz. If puymemte ixn lim of fszer {zuthorized at

10% of renss) are redused im sccurdaace wiih trhe estinssted reduction in operating
incoms and if vacaucy aad collastion lose rerxacvss {6t 3%) are reiuced in :
accordance with the estimmted rosductior In dwoelling rant ochedule. but tae 1
balarge of v~ exponees rewain:i ot presert 1ovals, the sctuzl deficits on these -
34 projoets woaid be L1% An emcsss of tha fiase. contribuiicns - an ivposeidble -
situntion, dctuaily, 1% ghould Yo notad that contributions payadis should not,

on the aversgo, oxseed 30% of the fixed contriimtions im order tc allow for ths
addisional cost of BM&R after the First (st yorre.
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" KINIMUN REDUOTION NICESSARY IN EXPENSES

The¢ -axisum allowable expoinss ond & project avre the difference hetvoez~ f!:e total |
anvlcivated income and 80% of the Fixed Contridutior. The average Fix:: Contrle - >
bution 46 now $14.05 per unit month on these 3U projects, and 0% of ‘chlu 1 iz
$11.24, The sum of $11.2Y and the estimated new income of $19.09 is $30.33, the E

" maximum amount of expenses. on an average, urder which these projects can operat ' ;

eafoly. Sincoe total expenses for these 34 PuN12 projJaats inm the project fiscal y

. years on which contributions will be paid in the Federal fiscal year 191&5 are '

estimated at $36.54, the minimum reduction necessary is $6.21. -

NXT REDUCTION IN EXPENSES

]
g
Of the minimun nececeary rodustion of $6.21, 1% is es ctmted that an asutonatie '
reduction of $1.86 (Pllot $.LL plus V&C Loss Raserwve 51,.U45) will be obtaired in .
payments in lieu of taxes and reserve for vacanoy and collection losses. There-
fore, a net reduction of $4.35 will be required.

Payments in lieu of taxes will be reduced as shelier ants collected decrease.
The 3U projecte in 19%1 had & net dwelling rent incom:s of $18.7%. DNeducting 1SkL
utility costs of $4.55 wouid produce estimated sholte: rents collectod of §1b, l

Ten percent of this would indicate payments in liem o taxes of $1.42 instead ot “

- tlu present Pilot of $1.83, or rsductican of $.K2,

In estimating the 2mount roserveda for vacsaroy aad colisetion losses, it 1
assumed for present purposas that all 24 projocis havs reschied ths meximum Teserve,
but will be allowed to wed% vacamcy aand collectiom lowses out of current income wp
to 3% of the total dwelliag ront aschedule. The use of she 1G4l total dwelling reat
schedule of $19.3l, and an eriimated vacancy and collw:tion lous of at lsast 3% of
this schedule, would produce an sstimated ancuni regerved for V&L lossee of $.58,
as against the pragent anount ressrved of 32.03. oz a Tednetion of $1.45, v

f @ LN
This analysis 1llustratos the prozpecte for tiess 3l€ Jrojecte, Each project 'vill =
be differensly affscted and Ltc wroepecte tmas bp aralyzed individually. Such * M
analysis will point out tho mirimm amcunt of oporating expenss reduction that v,

muet bo achieved ¢ keap the projsct sefely witidn £00 of its Tixed anmual cods

tridution. The naxt queaticn sonsevne the methede ty ~hich such needed reduction

ean be achieved.

PART IT

MEASUR®S BY WHICH PRACTICAL CPERACING HCOROMIRS CAR 81 ACHIZVEY [

The basic principla used hore is o seek maune of achisving uore efficlent
operation, vetter ise of 1abor, aud utiliziiion of rocitanical devices and
scientific xzothods. ] ' , o
The fallewing Ltena avre ofiered A grecific sugsastlons and arns not corsidered

to be allefacluslivr. Experience, the 2vilavility of oritical matsriale. the i
refinoments of dasign of Sypes of oquipmea’ aad nmov technological developnents

may ald to thin list. Howover, many of the suggested meesures caf he taicon BOWe & ‘
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Bunbe and salarics of project managemant wesloyeoe 2hwould by o } 502 Vo -
woes ianging ecomomic corditlona; fov wxeiple, rerlaswumus ¢ oo, gwlified

psrec.nel by more cfficleat and fewor persauesl, eilwinatioe ol overiiw: and v
benug paymeate. .

2. Stalf Feorganization to 2 avay with pazsinle éuplicatics f Luaeiions;
combin® rosponsibilitlies to ragulre fewer pusitioss.

3. Spresd re-ezamina‘ion and insore vorifica
need o emioy adlditiomal texporery verronn

%. Trever, loag distanco tel echopn. 2te.. whonld Yo kep? %2 niglma fo7 e3uede
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: hqtuu umruu botwoon routlno or portqd.lé urvlcu. "f’ % Aot
apd wall wvashing, with euphasis oxn protection of px'omrty° o o

5. Wuero lavn areas require constant replanting because of ' iant dso of tho
. area consider pmant surfacing of the arse, "

6. Check rocuruu maintenance problems with 2 view to making major mpron-
meats that would eliminate this cause of contimuing expenditures. For .
exAmple, embankment which 1¢ bdoing repeatodiy washed out zay be replaced
by a retaining wall.

7. Cheok the care and use of all automotive equipment for essential purpaoses,
ment, Materials, and ies

h

"2, Perlodic 1nmtorios and control over materials and limiting them to minimam ‘
requirenents. _ g

. \ . ? v

Pablic Services . E

1. Inetallation of equipment requiring lower operating and maintenance ooet as
soon as available. For example, tusiness machines, ate.

Obtain all public services in accordance with oxisting sgreements wvith the loccal : .-
' government, ‘here this is mot obtainmadle, renegotiate to reduce payments in T
1lieu of taxes. T

Ingurance . A ol

38 Benegotiate contracts to achieve lower premiums, re-examine 11abdility lialte to ¥
. reflect operating experience.

A .
’f G. ZTenant Participation ' . . .

"le Increase temant maintenance in comnection with clesaing of halls and stair- £ :‘ o
" wells, indoor painting, care of grounds, garbage disposal, proper use of R ;
housohold equipment, and appliances, and prempt roporung of minor deficiinoles.

. ’:
b 2. In order to achieve greater temant participation im maintenance and operating *
problems at the projoct, it is necessary that managenent encourage tesant o

- activities and cooperase on 2 reciprocal basis with %emant organiszations 2md )

tonant representatives. For example, some mansgers Lave found managsment !

tenant meetinge to bs helpful in revealipg measures fof operating econociss '

and 1a enlisting temanis for the carrying out of project policies simed at ..

move officient adminisiration. ‘ . £

3, Trajsing

Outline a program of troining in more efficient work methods, protection of
preperty, fuel conserwation, accident prevention; conservation of materials and
supplies and housekseping hadits among the followug groupe’ &

. -
e /"1, Office and maintemance staffs - cachiers, accountints, stenogrsrpherc. firemen, -
L mintenaace mechanics, otc. . . ; ‘
, o 2, Tenants-homemaking and responsidility for cleaning community facnuies after -
B use, care of stoves, refrigerators, screens, other household appliances and . k"
£ - fixztures. o
El . / &
B L :
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* Caloulation of minimum reduction ncceseary in :;peratiz’g Fnonses.

Oalculations F&¥ the Cage Study
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