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Interesting Suggestions
in. Rgfgrence to the

ncing of Small Homes

By P. W. Nicolls, MRAIC
Director of Housing.)

NOTE: Undar regulations effestive
as Oof and from January 1, 1940, loans
under Part I of the National Housinz
Act' may be made only to assist in
financing single family houses., The
maximum loan in respect of each
single family house is aiso limited to
$4.000. With the exception of these
changes the other features of Part [
of the act have been retained. The
same loaning facilities which were
avallable to the low=cost home ownei
in 1940 are avallable in
1941.
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to provide the entire capital from pri

vale r'esounces It follows, therefor
that for most Tamilies, resort must bhe
had to eredit financing. It is al=0
dent that the ease or dificulty of
securing this credit on favoura
terms will be a major factor n {
decision to o forward withh Lhel
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Priocr to 1985 the family of moderat
income was faced with ceriain 4l
culties in building a new homs [
Canada the bulk of moni=s am '
for investmen: in first morigages were
trust funds, and the Invesument
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u=ual mortgaze was for 4 short term,
repayable in full at maturity, gener-
ally in five years. The mortgage was
usually rnewad when it beécame due
Eventually, however, the mcrtgage was
not renewed and, as frequently hap-
pened, the borrower found himselt
oblizated to make a large payment
just the time he '‘was unable to do s0.
[n order to meet this situation the
Dominion CoveMmment with the co-
operation of the lending institutions
worked out a plan for higher percent-
age loans, with a longer %erm to ma-
turity and with the payments to De

made bv the borrower arranged mor
in line with ‘he hudeet Of the avertage
famil!

This was in 1835, and since then the
new method of home finant ::‘; has

grown in popularity. In 1988 t
minion Housing Act was repealsd, and
the National Housing Act, a more comnl-
prehensive was passed
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mum loan on the new house is 30 per
cent of the cost or appraised value
whichever is the lesser, oFf It may De
for an amount ranging from 70 per
cent to 80 per cent of this value. TI
is true i all cases, excepting whe:
the lendine value is $2500 or less. F
verv modest homes of this lower value
the lezislation is even more generous
anid the loan may be Ior a4 maximunm
f 90 per cent of the landing value
for an amo ranging belween 30 per

1 90 per cent of tiuls value. In
no case, however, may the loan
axcead 3400

It must b2 noted that all Na
Ho w Act loans are bas m th
“C08 r appraised wvalue, whiche
is the lesser”™ and that this less
amount is known as the “lending

value.” Cost is the amount actually
mwent to produce the -finished pPro-
perty; value -is the worth-of “the pro-

perty when compleied. The owners

cost includes the c¢ost of the land,
building, architect’s fees, legal and
other expenses necessarvy to complete
the house. A large number of factors
enter into arriving at the appraised
value as distinct from the owner's cost,
and a brief outline of some of these
may assist the prospective owner to
follow those rules of procedure which
will 2ain for him a satisfactory ap-
praisal, equalling or closely approxi-
mating his total cost.

If the prospective borrower does not
already own a building lot he will be
wise t0 #2ek competent advice as to the
location of the site for the new home.
Many of the leading institutions keep
detailed records of the growth of com-
munities, and may be able to assist the
applicant in this respect. Generally.
the lot should not be in a declining
section of the municipality and it
should be legally protected from detri-
mental influence by zoning ordinances.
Water, sewer, electric, and other serv-

ices should be adjacent to the pro-
perty hool, church, shopping, and
amusement - centres should. be nearbyv
without - being too close, and in .the

larger centres transportation service
snould be close at hand. Finally, the
neighborhood 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 preferably not more than 1O per

cent of the amount which the owner

plans to spend on the entire program
In planning the house, again com-
petent advice should be cobtained by

he prospective home owner. 1D 1s ad-

visable to engage an garenitect, bul
one is not available very careful at-
tention should be fiven LY the bor-
rower to the selection of a
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Standards of Construction and Mem-
orandum Specifications which haye
been established under the National
Housing Act, and to which all houses
must conform. Finally, bids should he
secured from several competent build-
ers enjoying a good reputation among
those for whom they have builty, in
order that the best price may be ob-
tained on the contract.

If all these details are given careful
studvy 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 prospective small
ltouse builder and owner are the plans
available through the Housing Admin-
istration. These are minimum cost
houses ranging in cost from $2,000 to

$4 000, and provide for one storey, an2
and one-half, and two storey houses,
Sketches and data are avallable on re-

to the Housing Administration,
ment of Finanece,  Ottawa.
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cent to 80 per cent of the ]

:‘!:_1;‘. i‘.*. the case of very

ques!

Depart

70 per

endaing value,
modes
value of 32300 or less,
the loan may be from 50 per cent to
00 per cent of this value. The main
factors in a defermination of this per-
centage are the borrower's ability and
williingness to meet his obligations. Tk
vbvious for instance, that the
record of meeting his
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The borrower's income and his pro-

vanle future income will also be among
"': limiting factors taken into con-

ideration when his loan application is

‘.3*:::.;. considered. A borrower who
wishes to build a home costing more
than he can afford should not expect
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loan on his properiy, and iﬂ this con-
nection experience would indicate that
he should not spend . an amount in ex-
cess of 2 to 2': times his yearly mm-

come as the total cost of his homs.

All National Housing Act loans are
secured by amortized mortgages. Each
morigage provides for monthly pay-
ments to cover 5 per cent interest on
the loan, repayment of principal, ano
the estimated annual taxes on the pro-

 perty. The retirement of principal 15

provided for in accordance with a
gtandard ameortization table at a rate
sufficient, in the normal case, to reftire
the full amount of the loan in 20 years.
If, however, the borrower so desires,
he may arrange for a larger monthly
payment in order to retire his loan
more quickly, say, in 10 to 15 years.

The monthly payment required to
fully amortize the loan in 20 years is
$6.54 per thousand dollars of loan. A
15-yvear amortization requires a pay-
ment of $7.85, and a 10-vear amortiaa-
tion requires a payvment of $10.55. The
taxes, which must pe
added to arrive at the total monthly
instalment, is one-twelfth the esti-
mated annual taxses.

An illustration will clarify the man-
ner in which the monthly payment is
calculated. Suppose a property, In-

cluding house, lot, architectural, legal
'}:md other expenses, is to cost $3,004,

appraised value is about
the same: an 80 p2r cent morwgages
;Jn]-.tl{l involve a loan of $2400 and the

. equity which the borrower would have
to provide, either in the form of a lof,
or cash. or beth., would be $600. As-
suming that the borrower is tO amor-
tize the mortgage over 20 years, the
monthly pavment for principal and in-
would be 24 times $6.04,
$1569. In one community the taxes on
this house might be $48.00 a year.
Therefore, the total monthly paymeni
would be $15.69, plus $4.00, or 319468.
In anocher community the taxes might
be $72.00, and the monthly payment
would therefore be $21.69.

By adding one-twelfth the estimated
vearly taxes on a $3.000 property 1in
his own community to the interest ana
principal charge of $15.69, the pros-
will be able t0
ypproximate total monthl
required on
an 80 per cent loan on a properiy in
his community. By adjustment of the
also be able t0 qaetler-
payment ra-
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