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About Financing Small

Home Under Housing A

How the Government of Canada is Assisting People of Small
Means to Finance the Building of Homes. Some of the
Details of the Plan Explained.

—— . B —

(By F. W. Nicolls, MR.AIC., Director
of Housing)

For the large majority of families
contemplating the construction of a
new home, the matrer of financing
their program is of prime importance.
In only a small proportion of cases is
the prospective owner able and willing
to provide the entire capital from pri-
vate resources. It foliows, therefore,
ithat for most families, resort must be
had to credit financing. It is also
evident that the ease or difficulty of
securing this credit on favourable terms

will be a major factor in their decision

to go forward with their program.

Prior to 1935 the family of moderate
income was faced with certain difficul-
ties in building a new home. In Can-
ada the bulk of monies available for
investment in first meortgages were
trust funds, and the investment of
these funds was limited by law to 60
per cent, of the value of the home. In
practice it was often necessary for
various reasons to further restrict these
investments to 50 per cent. of the lend-
mg value of the home. Thus, the fam-
ily was required to accumulate a sub-
stantial proportion of the cost or 10
resort to the expensive procedure of
securing a second mortgage. .

A second difficulty was that the
usual mortgage was ioi a short term,
repayable in full at maturity, generally
in five years. The moriagez was us-
ually renewed when it became oue.
Eventually, however, the morigage was
not renewed and, as frequently happen-
ed. the borrower found himself 00-
Iigated to make a large payment at just
the time he was unable to do =o.

In order to meet this situation the
Dominion Government with the co-op-
eration of the lending institutions
worked out a plan for higher percent-
age loans, with a longer term to ma-
turity and with the payments to be
made by the borrower arranged more 1n
Jine with the budget of the average
family.

This was in 1935 and since then the
new method of home financimz has
grown in popularity. In 1938 the Do-
minion Housing Act was repealed, and
the National Housing Act, providing for
a wide extension of loaning faciiities,
Wwas passed.

Not only does this latter Act breaden
the whole basis of housing legisla-
ijon in Canada, but it gives particular
attention to the financing of small
homes. Throuzh a system of guaran-
tees the approved lending institutions
are specially enccurajed to make high
parcentage loans 1o creditworthy people
who wish to own new homes. Through
@ separate section of the Act provision
is made, for a limited peridxd anG undaer
certain conditions, to further assist the
low-cost home owner to meet his muni-
cipal taxes during a three-vear period.

Under the new lezislation the maxi-
mum loan on the new house is 80 per
cent of the cost or appraised value,
whichever is the lesser, and it may be
for an amount ranging from 70 per
cent. to 80 per cent. of this value. This
is true in all cases, excepting where
the lending value is $2.500 or less, For
very modest homes of this lower value
the legislation is even more gensrous,
and the loan may be for a maximum
of 90 per ceni. of the lending value or
for an amount rangin. between 50 Pl
eent. and 90 per cent. of this value.

It must be noted that all National
Housing Act loans are based on the
“oost or appraised value. whichever 1s
the lesser,” and that this lesser amduni
is known as the “lending value.” Cosi
is the amount actually spent 1o pro-
duce the finished property; value 1Is
the worth of the property when com-
rdeted. The owners' cost includes the
cOst of the land, building, architeclts
fecs. - lezal and cthér expenses neces-
sary to ccmplete the house. A larze
samser of factors enter intd amiving at
the appraised value as distnct rom
+he owners cost, and & orief outiine ol
scme of these may assist the prospec-
{ive Owner to follow those Iues
srocedure which will gamn for him
satisfactory appraisal, equaliing or
rlosely approximating his total Cosi.

If the prospective borrower does nof
giready own a building lot it would be

wise to seek competent advice as 1o’

the location of the site for the new
home. Many of the lending institu-
tions keep detailed records of the
2rowth of communities, and may be
able to assist the applicant in this
respect. Generally, the lot should not
be in a declining section of the muni-
cipality and it should b= legally pro-
tected from detrimental influences by
zoning ordinances, Water, sewer, elec-
tric. and other services should be ad-
jacent to the property. School, church,
shopping, and amusement centres
should be nearby without being 100
close, and in the larger centres trans-
portation service should be close at
hand. Finally, the neighbourhood
chosen should be one made up of
homes approximately the same value
as that which the borrower plans for
himself, and the cost of the lot must
not be more than 20 per cent. and pre-
ferably not more than 10 per cent oi
the amount which the owner plans to
spend on the entire program.

In planning the house, again com-
petent advice should be obtained by the
prospective home owner. It is advis-
able to engage an architect, but if one
is not available very careful attention
should be ziven by the borrower to the
selection of a practical and livable plan,
designed to meet his real needs. The
house should be suitable to the site
upon which it is to be constructed, and
this should be kept in mind when
choosing the lot. The exterior should
be pleasing, simple, and attractive, in
line with the modern simplicity of de-
cign. A wise selection of materials will
ensure slow physical depreciation and
should reduce maintenance costs. The
borrower should have a thorough under-
standing of his obligation to see that
the house complies in all respects with
the Minimum Standards of Construc-
tion and Memorandum Specifications
which have been established under the
National Housing Act, and to which
all houses must conform. Finally, bids
should be secured from several com-
petent builders, enjoying a good reputa-
tion among those for whom they have
built. in order that the best price may
be obtained on the contract.

If all these détails are given careful
study and consideration, the cost will
quite likely be in line with the lending
value of the property and be Satisfac-
tory as the basis for the loan; also,
the property will not be subject, to the
rapid loss of value of unprotected and
poorly constructed houses.

Of interest to the prospeciive small
house builder and owner are the plans
available through the Housing Admin-
ictration. These are minimum <cost
houses ranging in cost from §$2,000 10
$4.000. and provide for one storey, one
and one-half, and two SLOIEY houses.
Skeiches and data are available on
request to the Housing Administration,
Department of Finance, Ottawa.

As we have already noted, National
Housing Act loans may be for 70 per
cent. to 80 per cent. of the lending
value. and in the case of very modest
homes with alending value oi $2.500
or less. the loan may be from 20 per
cent. to 99 per cent. of this value
The main maciors in a determination
of this percentage are the borrower’s
ability and willingness to meet his ob-
ligations. It is quite obvious, for in-
stance. that the applicant’s past record
of meeting his 05112a110n8 will have a
E:Ear‘.ng in considering the risk of
granting him a large percentage lcan,
anl also that a bad credit loan will
make any loan impossib.E.

The borrower's income and his prob-
able future income will also be amoneg
the limiting factors taken into con-
sideration when his loan appitauon 15
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ments 1o cover 5 per cent nterest o
the loan, repayment of principal, and
the estimated annual taxes on the
property. The retirement of principal
is provided for in accordance with a
standard amortization adle ai a ratl
sufficient. in the normal case, to retire
the full amount of the Yoan in 20 yvears.
If. however, the borrower so desirss,
he may arrange for a larger monthly
payment in order to retire his loan
more quickly, say, in 10 or id years.

The monthly payment required to
fully amortize the loan i 2J years 1t
$6.54 per thousand dollars of loan. A
15-year amortization requires a pay-
ment of $7.85, and a 10-year amortiza-
tion requires a payment of $10.55. The
payment for taxes, whicn must be add-
ed to arrive at the total monthly in-
ctalment .is one-twelfth the estimated
annual taxes.

An ijllustration will clarify the man-
ner in which the monthly payment 1s
calcualted. Suppose a property, includ-
ing house, lot, architectural, legal and
cther expenses, is to cost $3,000, and
that its appraised value is abkout the
same: an 80 per cent. mortgage would
involve a loan of $2.400 and the equity
which the borrower would have o pro-
vide. either in the form of a lot, or cash,

_or both, would be $600. Assuming that

the borrower is to amortize the mort-
gaze over 20 years, the monthly pay-
ment for principal and interets would
be 24 times $6.54 or $1563. In one
community the taxes on this house

might be $48 a year. Therefore, the

rotal monthly payment would be $15.63,
plus $4.00, or $19.69. In another com-
munity .the taxes might ke $72.00, and
the monthly payment would thercfore
be $21.69. :

The monthly payments are planied
to commence after the nouse is oom-
pleiead.

Where the total cost of the property
includinz lot, buildings, architectrual,
legal and' other expenses necessawry 1o
complete the property. does not exceed

three vears may be even less than, in-
dicated above. Provided the munlci-
pality in which the house is being ¢on-
structed is co-operating with the 1Do-
minion under Part ITI of the Natiomal

ousinz Act, and if the house 1s being

puilt for an owner who will occupy it

upon completion, he may have 100 per
cent. of nis general real estate anc
~hool taxes on the house paid for the
first yvear in which the house is taxed,

0 per cent. the second vear, and 2b per

.l'_ﬂ

fi
5
cent. the thind year.

The prospactive home owner cab ge-
termine if advaniage is being taken of
these tax pavinent facilities in his own
municipality by inquiring at his Jocal
municipal offices, where applicataons
under Part III of the Act are hangled.
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To meet the demand Iin modern
space-saving consiruction, plumbing
manufacturers have concentrated  on
producing fixtures of compact design
wiich can be installed in surprisingly
small space, states the Canadian In-
stitute of Plumbing and Heating. This
has proved a great boon to household-
ers desirous ¢of modernizing their homes
under the Home Improvement Plan.
The prodlem of installing an extra
bathroom is easily solved when it is
found that complete bathroom fixtures
may be installed in an area as small
as o feet by 5 feei, although the coh-
ventional square shap is no longer nec-
€SSary: compact modarn equipment can
be fitted neatly into many unhoticad
square corners.

Many older residences equipped with
only one bathroom have some unused
close€tr space which may, at very smail
cost, be transformed Into an attractive
and verv useful extra bathroom. Even

the space is not lar:e enough to ac-

commeodadate a bath, it wil} probabdly be
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rained in sizes as small as 14" by 14"
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on pedestal stand, easily keptl clean, an

equipped with chromium plated single
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fpour Iaucet. The new siient-flushing
closets are designed to take up ‘less
spacte and give more troub.e-free per-
formance,

Not only are modern fixtures more
compact, dut due to the many improve-

ments n ¢esigns and comstruction,

they permiz of more flexible arrange-

I

ment. and althouzh the above layout

; is particular

51 ang = ) ny othey

rrangemn T ) md more sat-

siac S} . \ idual re-
a 161358

I Lt eCw i dlill 1 18 liinlduile A1 18 ';_Jf b"+”."‘

M ¢ Y th 10.der is ad-

vise ' th Canadian Institule of

Plumbinz?» and Heatine to consult an

T, 1n order (o

' iy
L L .
S Y - e - = - sl - -
nsure e most satisfactory layout and

experi plumbing con
&

. L
war

s o E oy + o2 . M
efficient working of the system,




