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FOREWORD
FRANCIS E. WARD

THE West Side Young Men's Christian Association
IS doing an important service to realty interests
throughout the United States, by collecting in a

carefu ly edited volume the remarkable series of real
.:;tate lectures and discussions delivered in its special real
estate classes during the past five years. To have al-
lowed these thoughtful discussions of practical real estate
problems carefully prepared by acknowledged experts
of the Metropolitan District, to perish after a single ut-
terance would have limited their usefulness to the few
hundred men who have found the courses of great value
It would mean that the expression of the concentrated
knowledge and experience of twoscore of real estate
specialists, probably the best informed real estate forum
ever assembled, had been lost to the thousands of real
estate men, owners and investors, who, in these lecturesmay now find answers to many daily problems
Had these lectures been of the ordinary run of public

addresses, dealing in glittering generalities and avoiding
concrete problems, this statement would not be made
But throughout the courses their trend has been emi-
nently practical, dealing with existing real estate per-
plexities and solving problems connected with buying
appraising, selling, mortgaging, financing, building and
managing property, and the solutions have been based on

iii



Practical Real Estate Methods

the actual experiences, the successes and failures of men
whose word in their special lines is of highest value.

Therefore, this book, which possibly is a forerunner
of a series of useful and timely volumes of vocational
literature to be written and prepared by practical masters
of leading vocations, is recommended to all who have to
do with its subject matter or who wish to gain an ex-
haustive knowledge of realty customs and practices. To
the real estate man and his employees it will unques-
tionably prove a most valuable book of reference, as the
actual lectures proved to be of very great assistance to
many active dealers in *he New York real estate market.
For the young man or woman wishing to enter the

realty field, this volume is probably the best textbook
relating thereto and the best guide to its practice ever
collated. While ruaking no extreme claim, its editors
have no delusions that its perusal will make the reader
a full-fledged real estate expert. Such is not its purpose.
A book cannot replace actual practical experience, but
as a short cut to the acquirement of much useful knowl-
edge and as a repository of the experience and honest
opmion of men of exceptional success in the particular
lines they discuss, this book should prove immediately
helpful to those with limited experience.

The owner or private investor and the prospective
builder for investment or speculation should find more
than one of its chapters worth in actual cash returns
many times the cost of the entire book. Every private
investor should read carefully the chapters on appraising,
the series on building and the summary on closing con-
tracts—all being the work of accepted specialists who
have given freely from their vast store of knowledge.

Moreover, because of the way in which it deals with

iv
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A WORD OF THANKS

'pH. W«T Side Youko Men', Christian
Association acknowledge, it, deep in-

dcbtednes. to each of the author, of the thirty
chapter, and also to many other real estate ex-
pert, in New York, who have assisted materially
a, advisers to the editor,. We feel peculiarly
under obligation to these men for the direct waym which they have responded to our request for
article, that should be practically helpfbl to men.
In offermg this volume to the public, we feel
that we are but extending the directly helpfiil
results of our educational work 'o a broader
constituency.
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REAL ESTATE BROKERAGE AND
AUCTIONEERING

JOSEPH P. DAY

EM«nti«Ii of Brokerag. Succeis-Value of Complct.
Information- P.r.on.Hty- PerMvar.nce. Decuion•nd Direction-Detecting Unutu.1 Values-Cloiing .Contract-Showing Propcrtie—Th. Auctioneer-
Advertising Public Sales-Concentrated Copy-AcUon and Reaction—Auction Valuations

r pHE real estate broker, as the connecting link be-

J^
tween owner and purchaser, must rely fc r success
primarily upon the establishment of some good

system which keeps him constantly in touch with active
properties and those which can he brought into the
market, and also with lists of persons with money to
invest m various forms of real estate. Having a pic^e
of property to sell and a prospective purchaser in mind
he must depend, to close a sale, upon the following
Clements: his personality; presentation and avoidance
of misstatement; perseverance in the right direction-
securing a balance between what the owner will take
and the buyer will give; and ability to draw up and
secure the signing of a contract the instant the two
minds are in agreement. These qualities are all essen-
tials of real estate salesmanship.

In locating the prospective purchaser, the matter of
dectston plays a most important part, especially in saving
the broker s time and money. For instance, it is not exer-
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cising proper decision to offer a big acreage tract to
a man who is able to operate only in a small lot de-
velopment or to offer a Broadway business property
to a man whose field is restricted to operating in tene-
ment houses. The reverse also is true ; it is poor policy
to offer a tenement house to a man who confines himself
to big business properties. And while perseverance is

generally a virtue, perseverance in trying to sell a piece
of property to a man who never deals in that particular
variety of investment is so much wasted effort. But
perseverance properly directed toward influencing a pro-
spective purchaser who has been chosen with proper
decision is absolutely essential to success. The most
successful broker is the one who can persevere the
most in the direction of a purchaser to whom the pro-
posed property offers a natural investment.

Value of Complete Information

In order that proper decision and decisive perseverance
may be introduced, it follows that the broker must keep
all the data he can get about the tendencies, likes and
disHkes of each of his list of possible -uvestors. By
means of cross indexing or other devices, he must be
able to pick out those that offer the best market for
each kind of property. If he is in the habit of mailing
offers and notices frequently to his list of "prospects,"
he will save greatly on printing and postage if he can
cut from the mailiag list for a specific circular all those
who, it is certain, will have no interest whatever in the
special offering. Moreover, if this plan can be followed,
the broker will avoid making his mail matter a nuisance
to many people and escape the danger of having it all

i



Real Estate Brokerage and Auctioneering
thrown into the waste basket because the recipient haspmed the ,jnpression that none of it has any direc
interest for h.m Inasmuch as newspaper adverdZg.but a means of seeking a buyer, decision as to thfclass to be mterested will determine the mediums tobe employed, the amount of space used and the cla sof copy put out.

^*

When the prospective buyer is definitely located thebroker must bring into play his salesmanship abilhy

Personality

In salesmanship tlie personality of the broker enters

oLr wTlf"'t' I"'
~""""'' '° •« > f"'- *ro„g"out Whether the broker will secure the right to lista property often depends upon his personality-the Jl'

unfavorable nnpressions created the first five minutes

of whether a purchaser will even look at the propertydepends on the broker's appearance and manner Forunt,l we actually know the real man we are forced to

X'. Sr
^="="7 .^"-'-^"cs. Sometimes Tman

roresonT f'
.™P«--°»^. but any unfavorable

Obstacle in the way. In general, the personality of thebroker should create the impression that he is a so idm emgent man with plenty of energy and perseveranceNa urally he should be neat in dress, have no eccen

tomer away from the deal or create the impression thathe ,s sporty or frivolous. I have known of cases wherethe fact that a caller's clothing was over-scented wrth
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tobacco created an unfavorable impression. Moreover,
the broker must be able to make friends, be a man who
has ideas and whom, therefore, men are glad to see
even if they have no business at the particular moment.
But this implies no necessity whatever on the broker
of drinking or smoking if he does not want to do so.

I have never been able to discover that drinking is

essential to commercial success.

To sell a piece of property, the broker naturally must
know that property thoroughl;. It is good practice,
then, for the broker to visit the property himself or
to have a competent assistant inspect it. The results
of such an inspection should be made a matter of record
and a complete description of it and all data bearing
on its actual value and the value of property in the
neighborhood made readily accessible to those in his
office. Where records are to be used by more than one
person, it is essential to have a fixed system of denoting
quality. "Good," "Fair," "Excellent," "Poor," etc., as
applied to buildings should have a definite value, mean
a specific standard throughout the office.

Detecting Unusual Features

In determining le value of a piece of property and
in working up its selling and talking points, the broker
naturally must be thoroughly familiar with the neigh-
borhood. He must be aware of projected improvements
in transportation, change in character of tenancy, keep
track of parallel sales, gather newspaper and private
information and also be able to work out new uses for
the property which would increase its earning power.
For example, especially in a new section, he should be
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'^^*^^"* ^^al' a broker was able to foresee that an

c«zirr^ "h""
"^"'"^"^ •- forced o'X:

valte of a^' ' /
""*"°"^ """* '•«rac from h.

enable the broker to prepare himself to mr t such ohjecbons on the par. of the purchaser and o utetn
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P opert In
--^^'"et'ons on property or adjoiningPropertj also are very mportant. A man does no!
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want to buy a high-class private dwelling for his own
use if some one can build cheap flats on the property
across the street.

Need for Quick Closing

Skilful use of facts and arguments which will lead
the purchaser to increase his offer and the owner to
lower his original asking price, if it be really excessive,
IS very essential. For the broker, after getting the pur-
chaser interested in a piece of property, must be li'ce

a pair of balance scales. Invariably he will find the
owner quite up in his price as compared with the pur-
chaser, who is low in his offer. The broker must be
able to get the one down and the other up at practically
the same time. He must be able to detect the psycho-
logical moment when the two minds meet and when
he has them evenly balanced draw the contract right
then and there. Let him not delay an instant. He
should draw the memorandum of contract in lead pencil
on the back of an envelope if he hasn't anything else
to draw it on. For if he gives the two parties time to
consider after they have once struck a balance, he may
never get them to agree a second time. Brokers who
are clever at closing contracts at a moment's notice
possess a most valuable asset.

In showing property to prospective purchasers, the
broker should not talk too much. Leave something to
the purchaser's imagination ; do not insult him by making
him feel that you think he doesn't know anything. Give
him a chance to let his own mind play on the property
and give him a chance to establish his own convictions
as to the property's desirability. And above all, the
broker should never misrepresent facts, as misrepresenta-

6
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tion of fact may invalidate a contract, and besides it
IS best to be straight and clean cut in all your dealings.

Showing Properties

Decision and direction of perseverance are as im-
portant in showing a list of properties as they are in
locating a purchaser. Therefore, it is advisable not to
show a purchaser too many different properties all at
once. This is particularly true in dealing with dwelling
houses. After a man has visited ten or fifteen housesm one mornmg, he gets confused and probably has a
very vague idea about any except the two or possibly
three that were last on the trip of inspection. It is
good practice, therefore, to pick out two or three houses
—not more than a half-dozen which seem to offer
just about what will suit the customer. If he is a man
whose general style indicates clearly that he wants a
modern house with two or three baths, select a few
houses of that type and show them to him. In each
house it is well to try to identify that house for the
customer and fix it definitely in his mind by dwelling
on some desirable and distinguishing feature. The sort
of people that own adjoining houses, an open fireplace
a cedar closet or some other seemingly minor accessory
of a house which happened to strike the fancy of the
purchaser has frequently clinched a sale.

Seeming objections to a piece of property, the broker
should be ready to answer, but it is very baa policy
to approach a house with the fear that such and such
an objection will be an insurmountable obstacle Let
the customer raise the point. In one such case, the
broker, after subr ng various \nixses to a man and
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his wife, who were in a quandary as to final choice,

showed a dwelHng near a railroad. Suddenly the little

son of the couple, who was at a window, called out:
"Oh, see the 'choo cars.'" The broker saw his. com-
mission vanish as the train came snorting up and the
window was raised so that the child could get a better
view. And yet the "choo cars" were the thing that
clinched the sale, because the parents knew the child's

passion for looking at trains, and their willingness to

gratify it entirely outweighed any annoyance they might
feel at the noise. The skilful broker, therefore, tries

to size up accurately the customer's point of view. In
many cases, he must overcome objections that are purely
imaginative. But he can make a much better argument
against an objection if he himself has not allowed him-
self to feel that this one flaw will break off the deal.

It is just as well to possess optimism in such cases.

But throughout the great thing is tact. Optimism must
not be allowed to give an idea that the broker is over-
anxious to make a sale.

Wives frequently play a most important part in a
real estate transaction, and it is well not to overlook
them. Many times, after a seller and a buyer are prac-
tically agreed on a price, the purchaser will say, "I
want to talk it over with my wife." Sometimes this

is entirely sincere; in other cases it is simply a subter-

fuge of the purchaser to gain time to think things over
by himself, as he fears the eloquence of the broker is

over-balancing his judgment. But when the wife is

mentioned, the wise broker offers to go at once with the
purchaser to s,.^ her, or makes an appointment for the
evening. He then endeavors to lead the wife to regard
the property in the same light as her husband.

8
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Concentration in Selling

th n. Little IS gamed by artually pushing a single nroo-

buyers Nor ,s ,t good practice to trv to p ay oneagau,s, the other. This does not mean, of course ,ha

all who might be interested. Bui to attempt a vigorouspersonal selhng effort with many different principals aonce involves unwarranted effort and, moreover,'if thefact becomes known, has a tendency to cheaper theproperty, because people get the idea that there U anawful rush to sell it. The effect is much the same aswhen a mortgage is offered around promiscuously Thepoicy of playing one purchaser against another'in pn!vate selling, if discovered, will be very likely to tenconfide„„ ,„, p„3^.y^ ^,.^^^_^ ^^J^^^ clients. For

If For^Tb": t ''"*'V""'">
"<" operate for him-

self. 1-or if It be known that a broker is on the lookoutto snap up the good things for himself, purchaseHS

t£: ;tt.*"
"' "'"' "'^" "-^ -^- -^ -i-^"

Protecting the Purchaser

When representing the purchaser, the broker shouldnever by any chance make a uritten offer for the prop

tnlu
' ^°','^f"P'^' a purchaser's broker should write

fhn 'T/?' ' '''*"^" P'"^P^'-*^' the owner's man mayhow that letter to other prospective purchasers. s"cha letter ,s definite proof that some one else wants the
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property and fixes a minimum valuation. "If Smith,
the well-known broker—he's a shrewd appraiser—offers

in. writing to give $350,000 for a client, you can see

how valuable the parcel is," may be the use that will

be made of the offer. This simply places the purchaser
in a position where his offer can be made a boomerang.
If, on the other hand, the offer is made orally, the

owner's broker has nothing to show, and his statement
of the offer, in the absence of proof, might be looked
upon as insincere.

AUCTIONEERING

On the auction stand, all the qualifications of the

expert broker are essential. In addition, the successful

auctioneer must be able to answer questions insUntly

and effectively, and must have a certain amount of

advertising ability in order to put the property effec-

tively before the buying public.

Auction sales are really of two kinds: first, Supreme
Court sales—foreclosure, partition and trustees' sales by
order of the court ; and, second, voluntary sales—execu-

tors', dissolution and ordinary voluntary sales. These
sales are obtained by the auctioneer because of his

personality, his perseverance, his reliability and, finally,

his reputation as a result getter.

Advertising

Once the sale is secured, the first step is to advertise

the sale. Decision must be made as to the best time

to hold the sale and the classes of buyers to 'lom

10

I''

.A:



Real Estate Brokerage and Auctioneering

advertising should be directed. This gives an idea as
to what sort of copy and space to use and what mediums
to employ. In preparing advertisements, originality is
very important. But it is not necessary, in order to
be original, to be undignified. Where catch phrases are
employed they should invariably carry with them an
important idea of why to buy. They should lead to
a braxn mpression, instead of being merely eye-
catchers. By making a brain impression is meant getting
the Idea past the eye as mere type or picture and fixing

/"u, u !^'" ^' *" '"^P'-ession that will last and help
establish the notion "good to buy for ME." Pictures
employed in advertising are another good medium for
Drain-impressing power.
Economy is the great thing in advertising. Simply be-

cause an advertisement brings a goodly number of
mquiries and sells a good deal of property, it is not
necessarily an economical ad. Smaller space with dif-
ferent copy might have produced equal results. Differ-
ent copy in the same space might have gained greater
returns Double the amount of space might have pro-
duced three times the results. An advertisement is eco-
nomical only when it produces maximum results. In
some cases, bill boards, street car cards, electric signs
extensive mail matter, are necessary and economical.'m other cases such a campaign would be too costly
The one test of advertising is sales, or perhaps the
number of people it induces to visit the property For
It profits an auctioneer little if thousands ask for in-
formation and none of them buys, or the sales do not
pay for the publicity campaign and yield a good profit
besides. But if sales are unsatisfactory, the advertiser
must not always blame the mediums he has used. It
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may be that he did not use the right copy, or that his
follow-up matter for inquirers was wrong. Getting
people to look at the property is half the battle. And
after an advertisement has "pulled" a large numb<;r
of visitors, if no sales follow, the fault lies either in
the fact that the copy made unfounded statements, that
the property is not good, or that the auctioneer is a
poor salesman. An advertisement which xaggerates
is dangerous. The man who reads of a flowery paradise
and finds a desert waste will never buy. Yet this same
man, if he had not been led to expect oo much, might
have been glad to invest in desert property.

Concentrated Copy

Concentr. ion in advertising is one of the most eflFec-

tive devices for economy of expenditure and maximum
advertising effect, for a single sales day. If an owner
gives an auctioneer $ioo to advertise a single piece of
property, little effect can be secured any way it is spent.
But if the auctioneer has nine other parcels, each putting
in $ I GO, this gives $i,ooo to spend in making that sale,
and each parcel to be offered attracts attention. Each
parcel can be made a prominent feature of ten $ioo
advertisements. Care must be taken, of course, to see
that each parcel retains its own identity. One can readily
see how the great special sale advertisements of a de-
partment store would be weakened in effect if they
were broken up into a score of little advertisements,
one advertising furniture, another shoes, a third dress
goods, etc., all in different parts of the paper. There
would be loss in the mere repetition of the address of
the store and of the terms of sale.

12
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Action and Reaction

When bids are called for, the man on the block must
use another great natural law— action and reaction.
This may be illustrated with a piece of rubber band.
If we stretch a rubber band and continue to stretch
it beyond the breaking point, it snaps and we have a
smaller piece of rubber. If we repeat the process with
the smaller piece, that too will snap and leave a still

smaller hit, and, mind you, with less vitality. If, on
the contrary, in stretching our rubber band, we "sense"
when it is approaching the breaking point and let it

flown, we can continue to work with that band without
having it snap.

The same condition is present in the human mind.
If we talk and talk and shout and shout at the people
beyond measure, we soon have them up to such a pitch
that, like the rubber band, their tension will snap. VJl t

this happens, some of them, including bidders who are
really interested, may leave without buying. Instead
of talking at them in a continuous strain, we should
ease them up at times, using the law of "action and
reaction." Suppose we are selling the property No. 1563
Broadway. The bids have started at $15,000 and have
been raised in jumps of from $1,000 to $5,000 to $60,000.
Action is very keen and the audience begins to get
pretty well strained. The auctioneer, to ease up things
(reaction) calls attention to some amusing incident in

the audience. The audience, because of the strain, is

ready and glad to relax and enjoys the little respite.

This rests them, and the auctioneer proceeds with the
bidding. If the auctioneer himself has the proper bal-

ance and avoids over-straining the audience, he will

14
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RELATIONSHIP BETWEEN BROKER
AND CUSTOMER, AND LEGAL

PRINCIPLES INVOLVED

ABRAHAM STERN

Emplo3mient of Broker—Implied Contracts—
What Entitles to Compensation—Agent's Act and
Principal—Rights of Principal—Double Employ-
ment—Options—Purchaser's Responsibility

IN
discussing the subject of this lecture it is not my

intention to go into the ethical side of the question.

Like every other business, that of the broker is or

should be subject to the same rules of conduct as are

applicable to any other vocation. Good faith and truth

are fundamental principles, applicable to the relationship

of broker and principal as well if not more so as to other

pursuits, and in the long run the broker who never loses

sight of this fact and practices it will succeed in inspiring

confidence, which is the most valuable article of the

broker's stock in trade. We shall, however, in the lim-

ited time allotted for the purpose, discuss, in a cursor\

manner, the legal problems involved in the relationship

of principal and broker. In order to properly understand

the subject and to simplify it we shall divide the subject

into the following subdivisions and take them up seri-

atim:

I. The employment of the broker.

i6
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intent to ratify. An owner cannot be enticed into a

liability for commissions against his will. A mere volun-

teer without authority is not entitled to commissions,

merely because he has inquired the price which an

owner asks for his property and has then sent a person

to him who consents to take it. A broker has no better

claim to recover for voluntary service rendered without

employment and not received and acted upon by the

owner as rendered in his behalf, than any other volun-

teer."

An interesting case on this subject is one involving

the sale of the premises at the northwest corner of

Broadway and Thirty-fourth Street, being the small par-

cel adjoining Macy's. This was sold for three hundred

and seventy-five thousand dollars. The broker nego-

tiating the sale called upon the agents of the owner, who
was in Europe, and informed th agent that he had a

party who was interested in the property and desired

to purchase it. He offered three hundred and twenty-

five thousand dollars for it, which the agent declined,

and told the broker that nothing less than three hundred

and fifty thousand dollars would be considered, and for

the broker to put his offer in writing, and that upon the

owner's return from Europe the offer would be sub-

mitted. Upon the owner's return the parties met, and

the owner demanded three hundred and seventy-five

thousand dollars, and the broker accepted the same and

the transaction was consummated and the deed delivered.

The owner declined to pay any commission, claiming

he had not employed the broker, that the latter acted

voluntarily and was the agent of the purchaser. The

Higher Courts sustained the contention of the owner,

and the broker, through his failure to ask whether the
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This Act is highly penal in its nature; its enactment was
no doubt caused by i.ie numerous suits brought by
unscrupulous persons, claiming to have acted for the
principal, and by reason of the frequency of false swear-
ing in court, in order to obtain the compensation. There,
no doubt, was much reason and provocation for its'

enactment, but, in my opinion, the prevention of the
evil complained of could have been accomplished in a
manner much more efficient and without causing the
serious consequences entailed, by passing a statute sim-
ilar to the one existing in New Jersey, where the promise
to pay must be in writing.

The Act as it now stands has caused as much litigation
as its passage endeavored to prevent. As matters now
stand the Appellate Court in the Second Department has
declared the Act to be unconstitutional, while the Appel-
late Division in this Department has declared otherwise.
As the Act is a penal one, it will be strictly construed.
It is not necessary that the authority required by the Act
should be in any prescribed form. Any memorandum
from which such authority can be spelled out will be
sufficient. A card or other memorandum upon which
the owner has set forth the price, terms and dimensions,
however informal, will be sufficient, without setting forth
in express terms the authorization.

What Efforts Entitle to Compensation

Having started out aright, and obtained the written
authority, provided for as above stated, what steps must
the broker next take to earn his commission? It is of
the utmost importance, in order to save future trouble
and litigation, to get all of the particulars affecting the
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was only sixty-six feet deep, and as the purchaser de-

clined to enter into a contract, suit was brought against

the owner for commission, and the court decided that

the owner was not Hable. Hausman vs. Herdtfelder,

8i App. Div., 46, An examination of the deed in the

first instance would have prevented much trouble and

litigation.

Of equal, if not more, importance it is to ascertain

whctiier any restrictive covenants against erecting any

kind of building or tenement exist, or whether there are

any restrictions to using the entire lot for building pur-

poses. This can as a rule be ascertained by an examina-

tion of the deed or abstract. As to the terms of sale,

whether all cash, or whether the property is subject to

mortgages or leases, it is hardly necessary for me to

discuss how important it is to get these matters in proper

shape before negotiations are undertaken. Assuming

that all of the foregoing matters have been satisfactorily

arranged, we come to discuss the next question. What

efforts of the broker will entitle him to compensation?

It is a fundamental principle of law that the broker

must be the procuring cause of the sale ; that he must

bring the minds of the seller and purchaser together,

and that through his efforts they have agreed upon all

the terms and conditions imposed by the vendor. Having

accomplished this, he is entitled to his compensation,

even if the sale is not consummated by reason of any

act or fault of the principal. While a contract for the

sale of real estate to be binding must be in writing, yet

an agent who has been authorized to make the sale at

a certain price earns his commission when he has pro-

cured a purchaser ready and willing to purchase at the

terms fixed, with whom the vendor refuses to contract
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or to whom he refuses to convey upon payment It is
mdispensable that the minds of the contracting parties
should meet, before the broker is entitled to commission.
This IS illustrated more particularly by the following case.

When the Owner Changes His Mind.

A broker employed by the owner of a parcel of real
estate, m New York City, secured a purchaser who
agreed to buy the property at the owner's price, and
made a cash deposit thereon on the loth day of Sep-
tember 1902. On the 15th day of September. 1902,
when the parties met for the purpose of executing the
formal contract of sale, the proposed purchaser asked
for a reasonable time in which to examine the title before
takmg the deed. The owner, who was expected to give
a warranty deed, consented to grant the necessary time
but msisted, as the time suggested would extend over
the date when the taxes would become a lien on the
property, viz.. October 6th, 1902, the contract should
contam a clause requiring the purchaser to pay such
taxes. The purchaser refused to assent to insert such
clause, and solely because of such refusal the negotia-
tions were terminated. It was held that the owner was
not liable and was justified in demanding the insertion
of such clause. The broker is never entitled to com-
mission for unsuccessful efforts. The reward comes onlv
with success. He may have introduced to each other
parties who otherwise would never have met; he may
have created impressions which under later and more
favorable circumstances naturally lead to and materially
assist in the consummation of a sale; he may have
planted the very seeds from which others reap the har-

23
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vest, but all that gives him no claim. It is part of his
risk that, failing himself and not successful in fulfilling
his obligations, others might be left to some extent to
avail themselves of the fruit of his labors. In such a
case the principal violates no right of the broker by
selling to the first party who offers the price asked, and
It matters not if the sale is to the very party with whom
the broker had been negotiating. This, however, must
be taken with one important and necessary limitation.
If the efforts of the broker are rendered a failure by
the fault of the employer; if capriciouslv he changes his
mind after the purchaser, ready and willing and con-
senting to the prescribed terms, is produced, or if the
latter declines to complete the contract because of some
defect of title in the ownership of the seller, then the
broker does not lose his commission.
One other principle underlying the relationship of

owner and broker is, where no time is fixed for the
continuance of the employment, either party is at liberty
to terminate it at will, subject only to the ordinary
requirements of good faith. Usually the broker is en-
titled to a fair and reasonable opportunity to perform
his obligations, subject to the right of the seller to sell
independently. This right having been granted him, the
right of the owner to terminate the employment is ab-
solute, except that he may not do so in bad faith and
as a mere device to deprive the broker of the fruits of
his labor. Thus, if in the midst of negotiations, and
while the broker is about succeeding in his negotiations,
the seller should revoke his authority, with the view of
concluding the bargain himself and avoioing the pay-
ment of commissions, it might well be said that the due
performance of the contract was prevented by the prin-
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his contract, and having so failed, the owners were at

liberty to ncj^fotiatc either personally or through other

brokers, the purchasers having failed to agree upon

terms or have anything to do with the broker. The

employer violates no right of the broker in negotiating

directly with a proposed customer, after the broker has

failed to bring such customer to specified terms, nor is

he liable for commissions under such circumstances if

the owner's independent negotiations result in a sale.

We do not mean to hold that the broker must of

np-'ssity be present and an active participator in the

agreement of buyer and seller when that agreement is

actually concluded. He may just as eflfcctually produce

and create the agreement, though absent when it is

completed, and taking "» part in the arrangements of

the final details, but it i ist be through his efforts that

the deal is closed. How far the courts have gone in

laying down this principle is aptly illustrated in the case

of Sibbold vs. Bethlehem Iron Co. The Iron Company

employed the broker to sell steel rails to the G. T. R. R.

Co. The broker had several interviews with the com-

pany, and negotiations were carried on during a period

of four months; the Iron Company during this period

had fixed its prices several times. The broker received

a telegram from the Railroad Company asking upon

what terms the Iron Company would dehver rails (1,000

tons) ; the broker telephoned to the Iron Company asking

its lowest terms. The Iron Company declined to fix a

price or to negotiate further through the broker, and

the latter thereupon telegraphed to the Railroad Com-

pany that the Iron Company declined to name a price.

The Iron Company thereupon commenced negotiations

through another broker, and subsequently a sale was
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ileal was closed. The Court of Appeals held that the
first broker was not entitled to any compensation.

How Far Principal Is Bound by Agent

If the agent makes any material misrepresentations,
as for instance, the amount of rent, or any other state-
ment which the purchaser relies on and is induced to
purchase the property by reason thereof, and such mis-
representations should turn out to be untrue, the pur-
chaser is entitled to relief and if he has entered into a
contract may rescind the same, and if the deed has been
delivered and the deal consummated, is entitled to have
the sale canceUed and be restored to his original posi-
tion. And this is so whether the representations were
wilfully made, or whether innocently made without
proper knowledge upon the part of the agent, and it

makes no difference that such representations were made
without the authority of the principal or even without
his knowledge, no matter how innocent the seller may
be of any fraud or guilty knowledge. A principal cannot
enjoy the fruits of the bargain without adopting all the
instrumentalities employed by the agent in bringing it

to a consummation. If an agent defrauds the person
with whom he is dealing, the principal, not having au-
thorized or participated in the wrong, may no doubt
rescind, when he discovers the fraud, on the terms of
making complete restitution. But so long as he retains
the benefits of the deal he cannot claim immunity on
the ground that the fraud was committed by his agent
and not by himself—Bennett vs. Judson, 21, N. Y., 238.
The rule is that the receipt and retention by the prin-

cipal of the fruit and product of the fraud of the agent
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unprecedented, and that they are evidence of a progress-
ive age, or undue speculation ; so, also the manner in

which such lands are purchased, and the want of proper
investigation as to the availability of land for particular

purposes by intending purchasers. An examination of
cases decided in the courts in the early part of the last

century convinces one that the same spirit of speculation

existed then as now, if not on a larger scale, as is shown
by the opinion given in a case decided nearly seventy
years ago. A person oflfered lands for sale by the acre,

near the city, and represented that the same was adapted
to be laid out into city lots, free from rock, and level

and graded, and said that it actually cost $32,000, and
induced the purchaser to take a large interest in the

property at that price. The purchaser relied upon these

statements and never examined the property ; the repre-

sentations turned out to be false, as the property only
cost $16,000 and was hilly and not graded and full of
rock. In an action brought to rescind the sale on the

ground of these misrepresentations. Judge Bronson, one
of the ablest judges this State has ever had, states: "It

will seem marvelous if not wholly incredible to those

who do not live in the years 1835 and 1836 that men
should purchase land lying within a few hours' ride of
their residence and agree to pay thirty-two thousand
dollars for it, without ever having taken the trouble to

look at the property either in person or by an agent.

But farms lying in the vicinity of cities and villages

were then so much in demand for the building of new
towns that many persons thought it best not to hazard
the loss of a bargain by stopping to look or inquire.

They might better lose the little sum of $32,000 than

be absent one whole day from Wall Street, and thus miss
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property, but rescinds the contract after learning tlie

facts, the broker is not entitled to commissions. Having
employed the broker to ascertain the rents, the principal

was under no obligation to make a personal investiga-

tion. The information obtained being of no value to

the principal, he was misled thereby into executing

a contract, which, because the misrepresentations were
also chargeable to the owners of the other parcel, was
not enforcible against the principal. To allow a broker

to recover commissions on these facts would be in-

equitable and cannot be sustained on any principle of

law, and it is immaterial t.at the error was unintentional

and without fraud.

! I-

i »

Rights of Principal

The principal has the right to demand from the broker
his best efforts, and that he should be faithful and true

to his employer, and exert every possible means and
make the best possible efforts to serve his principal most
advantageously. The relationship of principal and bioker

is one of trust and confidence, and from such relationship

spring the rules governing the conduct of persons stand-

ing in similar positions. If an attorney is employed by
a client in any litigation or other business, it is expected

that he protect his client, and any betrayal of his trust

is visited with the severest punishment. So, in every

other employment, the employee, if he desires to succeed,

owes his allegiance to his employer. If I employ a

broker and pay him for his service, I am entitled to the

benefit of his knowledge, experience and any inforina-

tion he procures or possesses. It is his duty to sell my
property for the very highest price" he can procure. If
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forfeits all compensation. In one ca*' a lady acquired

title to certain premises at a foreclosure sale. She en-

trusted a broker who hatl done business for her to collect

the rents, and at the same time authorized him to sell

the premises. Offers had been made for the property,

which the broker advised her to decline. After a while

the broker informed her that one Jones would purchase

the property for $10,000. and the broker urged her to

accept this offer; she finally consented to make the sale

and entered into a written contract with Jones, whereby

she agreed to sell for $10,000. The deed was taken in

the name of the broker instead of Jones, and a mortgage

was executed by the broker and retained by him to be

placed on record. The owner claimed that she was

cheatc 1 that she did not know she was selling the prop-

erty 10 tne broker, but supposed that Jones was the

grantee. She brought an action to rescind the sale and

the deed was set aside.—Clark vs. Bird, 66 App. Div., 284.

I \

Double Employment

Naturally following from the principles above laid

down is the doctrine that a broker is not entitled to com-

pensation from both principals, without their knowledge

and consent. This state of affairs arises most frequently

in cases of exchange of property between different own-

ers, where one broker represents both parties. If the

broker in such a case is invested with the least discretion

by either party he cannot accept compensation from both

without the consent and knowledge of both principals.

The rules of law are well settled upon this subject and

have already been referred to. There are, however, a

class of men who are distinguished from brokers, at
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from C, to find one to sell his house to C upon terms
which they may agree upon when they meet ; and there
is no violation of duty in such case in agreeing for com-
missions from each party, upon a bargain being struck,
or in failing to notify each party of his employment by
the other. The main question in each case is, was the
agent invested with any discretion, and did the principal
rely in any manner upon his judgment or skill or con-
fidence. If the latter should be the case, he cannot act
for both parties.

Options

An option is a privilege which the owners give to a
person to purchase the premises at a certain price and
on certain terms. If nothing is paid for an option either
in money or other consideration it is void, and under no
circumstances is a broker entitled to a commission for
procuring an option, unless the same is valid, or is finally
consummated by a sale. It often happens that nego-
tiations are apparently ended, and no time or oppor-
tunity is available to embody the terms in a precise and
definite form, and a small deposit is paid to bind the
bargain. If under such circumstances all of the terms
and conditions are fully determined and settled upon,
the refusal of the owner to enter into a formal contract
cannot deprive the broker of his compensation. But if
any of the terms are left in doubt or to be subject to
further consideration, the taking of the deposit and giving
of an informal receipt avails nothing, as the parties have
not yet arrived at that stage of the meeting of the minds
of the contracting parties which the law calls for. Thus,
in one case negotiations had been going on for some
time; the parties finally came to a bargain and the owner
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refused to enter into any further contract, and the nego-
tiations were broken off and were never resumed. The
question arose whether the said written instrument, of
itself, was or was not an enforcible contract for the sale
and purchase of the real estate therein referred to. It

was held that it was not a contract upon which the
vendors could rest an action to compel the vendee to
perform, but was merely, at least so far as the vendee
was concerned, an a^-eement that he would thereafter
execute a contract to purchase or forfeit the fifty dollars
as liquidated damages. In other words, the vendors gave
to the vendee an option, good until the meeting at which
the contract was to be executed, and the paper did
not constitute a contract enforcible against the vendee,
because it was too indefinite in its terms. It was not
stated how long the mortgage was to run, one, two or
three years

; what rate of interest it should contain, and
how payable, quarterly, semi-annually, annually, or at
the end of the term. Until the parties had agreed upon
these details, it would be impossible to draw such mort-
gage. No court would have jurisdiction to determine
it for them. And upon the whole case it was decided
that the broker never procured a complete meeting of
the minds of both vendor and vendee, either in writing
or by parol, or part one and part the other, and that
consequently he had never earned his commissions.

The Responsibility of the Purchaser

We have seen that the broker is obliged to produce
a customer ready, willing and able to comply with the
terms prescribed by the vendor. This brings up for dis-

cussion the question whether the brpker is entitled to
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m

upon account of the sale is in no position to urge that

the broker is not entitled to his compensation. The law
fixes the time when the commissions are due as of the

date when the broker produces to his principal a party

with whom he contracts. His acceptance of the payment
of fifty dollars upon the contract is sufficient in law to

establish that the contract of sale was made, and that ti^e

broker had performed his part of the contract and was
entitled to his commission.

The Compensation

It often happens that after the negotiations have ended
satisfactorily to the owner, and the parties are about to

enter into a contract, the owner holds up the broker
by endeavoring to procure a reduction in the commission
and refuses to enter into a contract unless such conces-

sion is made. It may be stated, as a general rule, that

if the broker, under such circumstances, makes a reduc-

tion and it turns out that the cont act would have been
made without such reduction having been acquiesced in,

such modification of the original contract for com-
mission made with the owner is without any considera

tion in law and is void, and the broker is entitled to his

full commission. And this is so not only in the case of

a reduction in the amount of compensation, but also in

the case of an agreement made under similar circum-

stances that the compensation s'.ould not be paid until

the delivery of the deed, and if it happens that the deed,

by reason of any fau of the vendor, is not delivered,

the broker, notwithstanding the agreement made by him.

is entitled to his compensation. If the owner desires to

protect himself against any such contingency, he must,
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LEASING

AL7JBRT B. A8HF0RTH

Machintry of Leasing—Information 8fitem»«
Danger of Delay—Nature of Referencea—Writ-
ten Agreement*—Commission Versus Salary—
Oeneral Knowledge Essential --On Starting for

One's Self

M ,

TO be an expert in the leasing of property, whether

for residence or business purposes, one must be

equippefl with that happy faculty of quick i)er-

ception in appreciating the requirements of the individual

and rni,.i also know how to exercise more than usual

tact in Iringing together the two sides in a transaction.

The usual modus operandi employed by brokers at the

present time is:

1st:—Developing the listing department of their busi-

ness, so that a complete memorandum of everything to

rent in what they consider their district is on their files.

2nd:—Placing as far as possible their "To let" or

"To lease" signs on the properties.

3rd:—Using every facility the records may give and

the information that a thorough canvass will develop to

make a list of expirations of leases in a special book.

This book should be made up somewhat as follows

:

Date Exptra'n|AddreM|Tenant|Ltne Business | Space Used |Sixe|Rent| Remarks

Under heading Remarks, as full details as possible

should be noted as to possible requirements or any other
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APPLICATION SHEET

M
(Full name of individual or all the names of a firm, not forgetting

to spell out first names in full. If incorporav .-d, under the laws of
what State organized.)

Of

Applies for

Occupation

(.•\ddress)

(Description of premises)

( I Vscribe line of business)

For

From

At

(Beginning of lease)

(Period of lease)

To ..

(Annual rt'nt)

Reference :

Mr

(.\ddress)

Mr.

(Address)

Mk

(Address)

(Expiration of lease)

Payable
(How)
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Leave nothing out of your lease about which there is

a chance of the slightest misunderstanding. Make a list

in ivriting of any repairs or alterations that may be

agreed upon and have the same signed by both parties

and let it accompany the lease.

l^-

Commission versus Salary

In many large brokerage offices the younger men are

left to their own resources. Most of them work on the

commission basis, the usual arrangement being one-third

of the total commissions received to the clerk, two-thii ds

to the firm by which he is employed. To a hustling man
the greatest opportunity is here offered and his earning

capacity is greatly increased over the salary basis. An
incentive is offered on this basis for a greater effort,

and in a way he has a part interest in the business.

Some men have come under my notice who have been

employed on a commission basis who have earned for

themselves in a year as high as $25,000. The average

man, I would say, can earn from $1,000 to $5,000 on a

33 I "3 per cent commission.

If you secure a position on this basis with a reputable

firm, let me warn you not to be carried away should you

be fortunate enough by consummating, in the early days,

a large transaction. Many a man has been spoiled

through unusual success at the start; he imagines that

he can keep up this record. This sometimes happens

—

but, when luck changes and it is not his good fortune

to close another deal within a month or so, he is liable

to be discouraged. Many months may follow during

which he may be unable to close a transaction. Do not

give up. Keep hammering and hammering away, and
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General Realty Knowledge Valuable

Keep yourself jxjsted in every department of the real
estate business. Do not think, just because you arc
leasing property, that it is not necessary to be familiar
with what property is selling for and the values in all

neighborhoods. It sometimes happens that when you
call upon a man to interest him in a lease he will ask
you if you have anything to oflFer either in the way of
a private house or in the way of a purchase. You
should be ready to answer him and give him a general
idea of values and what his rent would cost him in the
event of his purchasing a piece of property for occupancy,
instead of leasing.

Familiarize yourself with the best locations for certain
lines of trade. When you have a business property in

a particular location that is desirable for a certain line

of business, call upon everyone in this line of business
and try to interest him in the property. For instance,

we will say you interest a large concern in the piano
business in a piece of property in a certain location, and
close a lease with them ; all other concerns of a like nature
should be interviewed immediately, and in all probability
you will secure another customer through your original
lease.

Un Starting One's Own Business

In closing let me say that if you are in a good situa-

tion and earning a fair compensation, and with a growing
concern, do not be too ambitious to start in business
for yourself with an idea that you can make more
money. I have known a good many men earning from
$5,000 to $10,000 a year with prominent concerns who
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MANAGEMENT OF APARTMENT
AND TENEMENT PROPERTY

RANSOM E. WILCOX

Real Management and What it Implies—Im<
portance of Good Construction—Impossible to

Make Poor House a Good One—The Owner and
His Attitude—Agents and Tenants—Repairs

} I

i I

CARE of tenement property is an important and very

considerable branch of the business in this crowded

city. The high price of land has made necessary

the using of every possible portion of it, and the mul-

tiplication of it in floors one above the other, resulting,

so far as places of residence are concerned, in the three-

family house, the single flat, the double flat, the triple

flat, the "double-decker," the apartment house, etc.—all

of which are tenement houses. A great majority of all

the people living in Manhattan must be dwellers in

apartment houses. Any real estate concern on thi^

island, except perhaps in a small portion of its southern

end, that gives much attention to the management of

property will presently find that the bulk of its business

in that line is the care of tenement houses of one kind

and another.

Is not almost anybody and everybody qualified to man-

age tenement property without study? The answer de-

pends on our understanding of what is involved in the

A boy may ring a doox'bell and askword "manage."
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i

are such as will tend to permanence and economy. If

the house appears to stand up straight and the front

door and hall are attractive, he thinks it is a good build-

ing. Even loaning concerns who take first mortgages

on tenements are negligent upon this point. Hundreds
of tenement houses are put upon the market in this

city, in every building period, which are constructed so

poorly they can never be made to pay—so much of the

earnings must go constantly to hold the building together.

At intervals must come expensive overhaulings and re-

enforcement.

A good house can never be made out of a poor one.

Tenement houses are artificial and complicated struc-

tures. At their very best it costs a great deal of money
to preserve them. Probably not one per cent of our

tenement houses are erected by the parties who intend

to hold them. Much of our ordinary five and six story

tenement construction is not put up by builders, but by

speculators, and irresponsible speculators at that. They
are adepts in nothing but in making a little go a long

way, and a very poor thing look for a time as if it

were good. A buyer's eyes are so dazzled with the

mahogany and marble of the vestibule and the embossed

plush with which the halls are hung, that he cannot see

that the floors of the house are out of le"el, that the

doors do not fit, and that scanty and poor labor and

material are everywhere in evidence. There is such a

fine polish on the parlor mantel that he does not see that

the balance of the woodwork has not received a particle

of sandpapering since it left the mill, and very likely only

one coat of cheap vaiiish. A skilful agent must have

a discerning eye for these things. When a client seeks

his opinion let him no^ be swerved by the prospective
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sold every year. Some of it goes into the hands of
parties who will not manage it themselves and who
will retain it for permanent investment. Such property
is worth seeking. The more you get of it the more
you can get. If you push your efforts wisely and per-
sistently your office will presently have a reputation as
a place where goo<l things can be had, and this will be
of value to you not only in getting property to manage,
but in keeping it well tenanted afterward. Pay par-
ticular attention to property that is held for permanent
investment. There may be some glory but there is little

profit in filling up a block of new tenements only to
have it sold away from you as soon as it is on a paying
basis. As between an occasional chance at a speculator
and an opportunity to serve a permanent investor, pay
court to the latter always.

The Wise Ownjr

The second essential to success in the management
of property is the wise owner. Let it be remembered
first of all that the agent is the instrument for the
accomplishment of the owner's will. It is the owner's
right to pursue with his property what course he pleases.

He may desire it to be managed on liberal lines, giving
good tenants practically whatever they want in the nature
of repairs, keeping the property in the best of condition,

installing new and up-to-date appointments as fast as
they are discovered and approved. Many owners make
money by this method.

Other owners will pursue quite an opposite course.

They conceive that every dollar spent upon the property
is so much withdrawn from their legitimate income. To
them the tenant who wants repairs is a destructive enemy.
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The Successful Agent

Let us come now to the third essential to success In
tenement house management—the skilful agent. Let the
skilful agent respect his vocation as manager of property
and believe that it has excellent possibilities. It provides
a steady income and supports an office force and equip-
ment for an all-round business. Dooms may wax and
wane, dull periods may continue long, the agent who
has a good line of property has little occasion to worry.
Industrial depressions may come when rentals depreciate
and incomes shrink, but he need not fear. They will
even work to his advantage, for then owners who in
better times could manage their own property will want
his professional skill and assistance. It is a good prep-
aration for any special line of real estate work that one
may desire later to follow. Men vith enviable reputa-
tions have laid the foundations or their fortunes in the
care and management of property, much of it of the
tenement kind. An agent who has managed a varied line
of pro{>erty in any locality should know the needs and
possibilities of that section along real estate lines better
than anyone else. A very profitable class of real estate
work is the appraising of property. A great volume of
it is carried on constantly. The city is all the while
taking property for public uses. Estates have to be
appraised for the collateral inheritance tax. Large prop-
erties are often involved in litigation. Men that can
value them correctly and maintain their values under
severe cross-questioning are sought and well paid. Then
there is a mass of appraising for loans and purchases.
There is no better preparation for an appraiser than
to have managed a variety of property. To be able to
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number of uninteresting details, each a trifle in itself,

but any one of which going wrong may be the cause

of serious dissatisfaction. It may seem a trifling thing

for you to go into the prices of small supplies and the

cost of small repairs, but you must know these things

and be constant master of the means and method by
which they are attended to in your properties. In man-
aging tenement houses, eternal vigilance alone will secure

immunity from a host of errors, pitfalls, and losses that

will otherwise be your undoing.

In respect to necessary expense connected with your

properties, I can give one direction that will be worth

all others combined. Consult freely with the owner.

This is the owner's right; it is also your safety. It is

especially necessary with regard to expenses. When you
expend what is necessary to keep his property in con-

dition and set it all down for his perusal, rendering a

voucher for every item, little or large, as ^ t of course

will, the chances are that you will surp.-;:,e and dis-

appoint him. If it is his first experience he may sacrifice

you after a year or two in an experiment to see if it

cannot be done for less money. Therefore divide re-

sponsibility with him at every step if he will permit

you. Most men want to be consulted, especially until

they find that their agent is entirely safe. Before

agreeing to do some needed repair or renewing or

improving some appointment of the property get his

views and consent ; show him as nearly as possible

to what it will lead. See if he has not some man whom
he would like you to employ, or who will give you an

estimate. He will presently find, probably, that men
will bid lower for you than they will for him. The

volume of your work makes you a desirable customer.

58



Apartment and Tenement Property

"u^. t:z slr™?""^"
""' ^^' ^ '--^ View

gestions. SomethinfT h.. u ^ °^ ^'^ sug-

and ™„,-„,rn"!r';hit"„r ti*' f'^""'

your undertaltar xCe cff""*
'""• '"^ ^-"^"^^ »'

be pleasant. Sometimes a. o'"T ""' ""' ^'"^>»

Situation or transaction tL, ^ ^''^""^ ^^ no
Have no n^atterXri r e^rnild" u'X '° ^•
enough to satisfy hi„ „he„ things are rlh .^''
follovvmg questionable courses I Lt *^ '

,"'""""

cnline gender here in spiaktag ['ZZT S
""j

your most difficult case.; wJii k
,°""^"- Some of

of them win piaii;; :ri':.:t"^.^T '^"^^

nervous, some naturally suspicious Ll "' ""^

this applies to the men as well as^Vtl,
''^""'"'' '"^

ever, most of the own.rc i

^ '^°"'^"* 11°^-

/ully will be your fZZ. " '"" ^^^ *° ^^^^ ^-*-

Tenant and Agent
The relation between a rio-^f •

i .

'enants should b, pk^L "f'-'mndod agent and his

ber of the latterIre saw ^
.'™ '' ""''''""''Ic nun,-

•here is somethinTw^"
''X„^'' » /'"T"'^"^ """S^'

'arge proportion ^of hrTenanNT T
'"""" "' '"^

^rve his principal to aIk ' '" " '"'""n '°

conceived .'hatXnertofl,"''^" '''""' •-=

-op,sed.oeachrr%::d^Tro^r"a;.:t

59



i

! t

Practical Real Estate Methods

loyal to the one is to antagonize the other. Other agents
fully intend to be just and considerate, but permit them-
selves, under the stress of business, to forget and to

neglect that which they fully intended should be done.
The agent occupies a difficult position between the owner
and his tenant. In times when renting is bad landlords
bid high for good tenants, and thus inculcate in

them the notion that they must have many indulgences
and much attention. Thus, to deal fairly between the
landlords, both the greedy and the reasonable, on the
one side, and the tenants, both the wasteful and the
worthy, on the other side, is no easy matter. You will

find it of great advantage to look differences and obstacles
sq arely in the face, and if you can decide promptly
what should be done, and live up to it, much trouble
will be avoided. To pursue a waiting policy is ordinarily
worse than useless. A prompt "No" with a fair state-

ment oi the reason is infinitely better than a hope en-
couraged only to be finally denied. Your time and
thouglit are too valuable to yourself to use them over
and over on the same small matters, and your tenants
will soon discover in you and greatly appreciate a
business-Hke treatment of every question.

A very important part of the work of the agent is

the collection of the rent. If you have to do the col-

lecting yourself for a few months or years, it will be
an experience that will be valuable to you aver after-

wards in the management of property. A skilful col-

lector can make a good payer out of a poor one, and
a neglectful and foolish collector can bring forth a new
brood of bad payers in a very short time. Not all

tenants can pay on the first of the month. If you have
many, you cannot reach all on the first of the month.
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emoluments. Do not let the small cares and burdens
of your business, no matter how successful it is, consume
all your time and strength. Save some portion of your
office hours for attention to larger things than these that

press immediately upon you. The agent can be a slave

to the petty exactions of his duties with no wider horizon
than the farmer who only plods. Take time to see what
is going on about you, what others are doing, what new
thing you may try for. Catch the movements of trade

and improvement in the whole town, and in other towns,
try to discern their causes and find some place in them
for a new effort of your own. Take the Record and
Guide and read not only its gossip but its discussions;

meet with other men in the trade, and find out what
they are thinking about, and what your own opinions

are on these matters. In these things there is for you
business enlargement and growth, and also increase in

-:'' those qualities and acquisitions that challenge the

esteem of men.

t .:
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Practical Real Estate Methods

The property manager of to-day must be able to advise

his clients in their buying and selling and moreover, if

there is a proposal to erect a loft building, must be able

to tell his client how to arrange that building at once

to attract the class of tenants normal to that neighbor-

hood, and also yield a fair return. Lastly, he must be

able to keep his buildings in proper repair and see that

they are operated from the point of view of the tenant,

as well as with due consideration of the owner's bank
account.

Knowledge of District

To carry out these several diflferent branches, it is

of prime importance that the broker know his territory

like a book. He must be an expert on values, both

absolute and based on rentals. He naturally must be

thoroughly familiar with prevailing rents ; must know,
at first hand, not a little about practical construction and
repairs. Knowledge of mortgaging and financing also

is important. He must be able to advise on matters

of insurance—fire, liability, elevator, rental, plate-glass

insurance. And, of course, he must be able to rent

—

to find tenaiits, to keep track for years of prospective

occupants -I rid to hold tenants when he has good ones.

This all implies tact and sound judgment, absolute sys-

tem and the willingness to keep everlastingly at it. For
owners—particularly those who inherit the property

—

rarely have the necessary unbiased point of view to man-
age their own buildings successfully.

Special Trades

The broker, for example, is often asked to advise on

certain loft improvements. The architect, if left to him-
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Management of Loft Property
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Practical Real Estate Methods

like to be in the same building. The importers, because

of their bigger profits and the class of goods they handle,

commonl>' are able to pay higher rents. Their help

is of a different class; the people who come to their

warerooms are different. Consequently, they do not like

to be in the same building with certain classes of man-

ufacturers who hire cheap help which hang around the

halls and sidewalk and crowd the elevators at certain

hours.

2. Different businesses require different light arrange-

ment. For example, windows and exposure that would

be ideal for a hat room would not do at all for a dealer

in precious stones.

3. Different businesses require different elevator serv-

ice. Some have their rush hours in the early morning,

at noon and at different closing hours.

4. Some regard mail chutes and fine sanitary con-

veniences as absolutely essential. Others do not care

so much about these points.

5. Each business has its own system of furnishing

and equipping its offices and workrooms. Naturally,

the man who wants to use show cases needs a different

sort of loft from the one who wishes to operate scores

of power sewing machines.

In these connections, the number and character of

elevators, the location of stairways, position of columns,

height of ceilings, have an important bearing.

6. Some trades need heavy machinery, others do not

;

certain trades are hazardous from the fire risk, others

are comparatively safe.

These eccentricities of the several trades or lines cf

business which form the normal renting constituency

of a district all must be most carefully considered. For
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Management of Loft Property
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Practical Real Estate Methods
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cable or sonic other faulty condition. Then again it

might carry half a dozen people to death, through the

negligence of those in charge of the building, and the

liability, both moral and monetary, would be tremendous.

In connection with elevator repairs in a busy building,

it is frequently wise policy to have the changes made

at night, even if the charge for night labor is higher.

Few things irritate a tenant more than to have his

business crippled for a day because the owner has al-

lowed the elevator repairs, that could have been made

at night, to go over until business hours.

In the case of all repairs, it is most important that

the agent himself look after the property, inspect it

personally every once in a while, and keep a definite

picture of its condition in his mind. He should also

have actual general knowledge, if not technical knowl-

edge, of what repairs will cost, and be able to judge

their real importance to the property. Good mechanics

should be employed and proper materials used. Even

if there be a competent superintendent, the agent should

himself have a look at important repairs, and not rely

wholly on reports of others. Naturally there should

be the strictest economy, but where saving in this direc-

tion affects the building detrimentally, saving on repairs

is really future extravagance. The agent, because he

visits the property and knows the tenants, is generally

a safer arbiter than the distant owner.

In case of petty repairs, it is sometimes good policy

to make repairs whether the terms of the lease require

you to do so or not. It pleases the tenant, because it

saves him the time and trouble of hunting up a mechanic.

The practice of an agent's accepting a commission

from contractors cannot be too strongly condemned. A
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Management of Loft Property
study of such hills uill jjeneralh reveal the fact thatthe owner paid a fair price for the job ph.s la alcnrcon»„..ss,on from the contractor, it is' far flatter fohe agent to refuse the .nanagnnent of a buildin. thanto make a bul so low that he is force.I to take aMt-ofr on repa.rs. Frequently agents, in co„.peting to 'ea bu> dmg. name too low a commission with the fuHexpectation of making up on contractor's bills!

Insurance

The fire insurance rate which an owner is compelledo ,«> often can be re.l„ced by certain inexpensrvrim-
provements or greatly lowered by proper structural Zrange„,eut when the building is ^lalrd. I. fhe" ore

or t .mploy an insurance man who km.ws them. Com-
paratively few people know that a loft which is veTv'lusty an<l d.rty, or which shows broken plaster ma

v

mstaiiation of fire buckfts nr «x,»:«„ • i
., ^ " *^ uucKeis or extinguishers may save

total cost. In some cases, the providing of an extensive
automatic sprinkler system may so lower a rate as lopay for itself very quickly. The fire record of a telm

eco d°is";
7^"'"' '"'"" " = '--• «h«e fi^e

™r K li
" '""""'' " '"'y '•^'^= "'^ rate for theentire budding and for all the other tenants. The brokershould know about various forms of iiabilitv insurance.nd shoukl not overlook the importance of rental i„!

-urance. which, after a fire, reimburses the owner forlos^s^of rents while the building is being put back imo
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Practical Real Estate Methods

Selling and Appraising

Selling, appraising, handling mortgages have all be-

come functions of the modern loft-building agent. His

clients frequently call upon him to handle their end of

deals. If he is wise he will refuse to give advice on

values in territories with which he is not thoroughly

familiar. To advise in such matters in his own territory,

the agent must keep track of all important sales, know

the earning power of improved property and keep at

hand full information about available land and other

investments. In mortgage matters, he must know the

prevailing rates, and where to apply for mortgages, and

have a list of institutions and individuals willing to lend

money on certain classes of property. Naturally, he

must know whether the amount sought or asked for as

a mortgage loan is reasonable or excessive.

Finding Tenants

Tenants no longer come to the agent and rent the

property. He must go out for them and rent to them

in the face of sharp competition. He must have records

of expiring leases in other properties and see if he can

induce tenants to move to his building. This involves

canvassing hundreds of concerns. Work with a pro-

spective tenant should begin at least six months before

his lease expires. But in the rush to get tenants, the

agent must not be short-sighted and take a tenant whose

presence will make other tenants less satisfied or give

the building a character which may affect its total

rentals.
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Management of Loft Property

Keeping Tenants

Handling tenants requires great tact and sound judg-
ment. Make your tenants your friends, safeguard their
rights, don't draw too close a line in the matter of
repairs. Distinguish between sluggish payers and hab-
itually careless tenants. Handle dispossess proceedings
with care. Sometimes tenants simply try to be dispos-
sessed in order to get out of a building. In some cases
it is wise to let the rent run over if a good tenant is

temporarily out of cash and has prospects of coming
around all right. U he has no money and no prospects,
dispossess him. But if it can be avoided, do not dis-
possess a tenant until the renting season for the locality.

If the tenant is honorable he will probably pay his rent
eventually, and the majority of tenants want to be
honorable.

In all of these matters remember that an owner who
has suddenly inherited a property knows little about
handling it. If not wisely guided, he is almost certain
to make trouble with tenants or to be too lenient with
them. The ideal owner is the man who has bought his
property with hard-earned money. He has a broader
knowledge of business men and business conditions.
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MANAGEMENT OF DOWNTOWN
OFFICE BUILDINGS

JOEL S. DeSELDING

iii!

New Buildings— Manager's Relations with Owner and

Architect— Value of Ornamentation— Advertising

Quality of Great Structures—Neighborhood Influ-

ences—Getting and Keeping Tenants—Treatment of

Public

MANAGEMENT of an office building frequently begins

before the excavation for the foundations. The

first lease is often signed before a single floor is

laid. For the capable manager of office property is ex-

pected to-day to join forces with owner, engineer and

architect in the very planning of the building. He must

contribute to the consultations highly specialized informa-

tion as to what qualities are necessary to make that

building yield rents which, after expenses of mainte-

nance are deducted, will give the proper net income on

the investment. In this capacity, he acts as a safety

valve on the architect's natural wish to create artistic

effects. He must limit the cost of the projected building

to a figure which will make it possible for the owner

to gain the proper net returns. He must keep in mind

such material and rent-influencing factors as cost of

maintenance and cleaning, arrangement of floors and

light and air. For, no matter how artistic the exterior,

the entrance and the halls, the building will not bring
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Management of Office Buildings

maximum rents if the offices are improperly arranged
the wmdows too few or too small, the elevator serviceand other conveniences inadequate. There is also afinanaal hmU as to the class of office building that wil!pay m a particular section.

To advise wisely in these several particulars, the man-ager or agent must know the rental rates of the dis'fctHe mus understand the class of tenants that can benduced to enter the new building, must be able to fore!
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occupied largely by special lines of business. It issometimes a very nice problem to anticipate the tenancyof a new office building with three or four hundred
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Cost of Maintenance

On the detail side, such advice must be based onthorough practical ' ^wledge of what it costs to manand clean a buildin,, co maintain its elevators and hTat-.ng and lighting plant. This involves knowledge of the

engin" rs -^
'' '" sorts-superintendent, mechanics

engineers, janitors, scrubwomen, elevator men Their

se"" crth^e b'-rd'
^" '^^^^"'"^' '"^'^^'y 'y ^he sort^service the building ,s to offer, and the kind of service
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is determined by the clasp of building. Repairs and

upkeep must be figured to nicety; coal and even oil

consumption computed in advance. When buildings cost

from 40 cents to $1 a square foot to maintain, it can

readily be seen that all items which add wastefully

to the cost of upkeep must be eliminated—that every

possible square foot be used for offices. A maintenance

cost of $1 m-jy be all right in a building where rentals

are $2.50 a square foot, but a cost of even 75 cents for

maintenance would be a bad proposition in offices renting

for $1 a foot. The experienced manager, therefore,

endeavors to eliminate features that will run up even

the cost of keeping halls clean. For example, certain

brass work on the front of a building may require the

entire attention of a single man and his wages must

come out of the gross rent account.

iL

Limits of Artistic Effect

The manager, however, must not be considered a

hopeless antagonist to artistic effect. No one appre-

ciates better than he the value of exterior and interior

ornamentation. But there is a limit to the use of art.

A good exterior, to be sure, affects the rent. Of this

exterior the most important part is the entrance and

the first two or three stories. Above these, so long as

the building is fine in appearance, the detail of exterior

grow less important because few people see them in

our caiion-like streets. In the case of buildings like the

Singer Building or the Me.opolitan Tower, the same

standards of critnism do not apply. Such buildings

—

the home offices of g^eat companies—are built more as

men build their own homes—with a view to what people
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Practical Real Estate Methods

trade. If you get them, others in the same line will

have to follow. Sometimes a skilful agent, by carefully

selecting his first tenants, can practically move an entire

trade to his buildings. An example of this is the way
in which railroad interests have made the Hudson Ter-

minal Building their headquarters, and this field alone

made a community of fine tenants. Some of these

trades require special arrangements, others need only

the average layout. For example, dealers in precious

stones want north light and woe be to the owner whc

erects a building for this trade opposite a yellow build-

ing. The reflected yellow light lowers the value of their

diamonds. Other trades have certain requirements in

the v.'ay of service or convenience to the post office or

some other activity connected with their regular affairs.

The adaptability of the building to these requirenieti s

materially influences its rentals.

•I

Laying Out Offices

New buildings are now constructed without ordinary

partitions. Offices are rented from floor plans, and the

requirements of a tenant are generally expressed in

square feet. The tenant and manager then work out

on the floor plans the layout of separate offices, and

the partitions are put in. Here, if the manager is wise

in his own generation, he will guide the tenant away

from peculiar arrangements which would be totally un-

suited to any other tenant, and induce the prospective

occupant to accept as nearly a normal division of his

space as is possible. This frequently saves the ripping

out and rebuilding of partitions at the expiration of

the first lease. In most cases, tenants are entirely un .ble
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^
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duccd much confusion in office property. An agent may
have his building filled with leases with two or three

years to run and feci that many will renew. A new
building opens, grabs his tenants and leaves him in

the nerssity of looking out for a new set. Moreover,
in some cases the representatives of a new building,

particularly if it is out of the renting season, may make
concessions to get rid of the transferred lease which
seriously affect rental standards in the old building.

Dangerous Tenants

Selection of tenants, particularly in one of the widely
known buildings, and even more particularly in one
of the great home office buildings, is very important.

In the first place, a few crooked o*- doubtful tenants in

•'i building will hurt that structure with solid business

men. One get-rich-quick fraud in a building will make
every legitimate financial concern want to move. One
lawyer who advertises for divorce cases vill keep every
legitimate practitioner out. The mere ability to pay
rent is far from enour'h; sometimes the worst frauds
are most prompt with their rents. A reference to a

bank, which, of course, knows merely about the man's
legitimate financial standing, therefore, should not suffice

if there is the least suspicion. For once a building
gains the name of harboring queer gentry, it will never
live down the reputation that two or three post office

fraud orders will give it. In the case of well-known
buildings, agents must remember that tenants share in

the reputation of their landlord. It is taken for granted
that people like the Singer Company or a great life

insurance company would have no traffic with bunco
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tr-n. And men with queer schemes are only too glado » ve the sem.-approval of their schemes which c^esfrom bemg located in such bu.lcin,.. It is. therefore
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Tenant and Manager
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1

Concerned, arc kept up to the standard. It >' well to

have a sii|H.*rintcndent inspect every rotun tuiee in a

while to see what should he «lone. In his relations with

tenants, the manager must strive to make friends, lie

will find that few tenants are uiireasonahle in their

deniamls—that is. as far as hif;h-class office huildint^s

are concerncil. In his dealinj^s with them the |K)sitivc

attitude is innxirtant. If he aj^rees to repairs, he shouM
.see that they are carried through at «)nce. If the repairs

cannot be made, he ..hould say so and nt)t hedj;e. Com-
plaints should he followed up closely. Hut the wise

aji;ent will, as far as |M)ssil)k', direct tenants to the supcr-

intcntlent of the huildinjj; on th" Matters that are di-

rectly within his province. These employees, from the

head down to the scrubwomen, the ajjent should see.

are the sort of jv-'oplc who can fill their positions suc-

cessfully and who will in their dealings with the public

carry out the policy of the building. If it is important

that the building service staff be always polite and

attentive, it is essential that every one within the man-
ager's office be especially careful in all his dealings

with tenants—cstaLlish a reputation of regarding the

interests of tenants as paramount.
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EDWARD H. 01 .BERT

R<^M. proporty i, dofinci as lan.l and lan.l onlv •

i,

represented in „,o„cy. This vX i

"'^\ "^"^'"'""^« .o produce p „«. „. ^:t:j-::^jz::
and h f ?"": °' '"'"' "'"^''"'' - i'» rental vair

::Xnn::::t':attTitr^:tr

«* lee value of that amount capitalized at wv cr/

rXr- r^'^'
^^'"= °' '-' '^ «.e V u" z,;^:

generally used m th.s city, where land is consf>„.l„cl>ang,„g fro„ one title holding to anofter!
'"

virtu Tf, °J Ifl " ' '™'"^<' "'""^ to "-e land byvrtue of winch the land is transferred to the contrcj

8.

'5'fl
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of other than the title holder, who reserves, however,

a stipulated rental for its use.

Market Value

The fair market value of a fee holding of land is the

price obtainable for it when voluntarily offered for sale

in the open market, under equable and normal market

conditions, to the competition of buyers. Its fair rental

value is discoverable in the same way. The fair market

value of a leasehold of land is the difference between

the amount of rental reserved in the lease and amount

of rent obtainable for it when voluntarily offered in the

open market under equable and normal market conditions,

The Appraiser's Qualifications

The province of the appraiser is to determine value

at any given time and under all conditions. He should

possess the following qualifications:

First: A solid experience in buying and selling real

property covering a period of several years. This gives

his mind a kind of drill in the habit of considering all

the various conditions that affect value. In the course

of his business he is compelled to listen to criticisms of

property and also to criticise it himself, and to form

judgments of value, and to discuss values with those

who are about t:i buy or to sell and whose interest is

most acute to know values accurately. It is only by thus

coming into direct contact with actual facts that he can

make his knowledge practical and worth something to

others as well as to himself.

Second: A thorc.gh familiarity with neighborhood

conditions with some knowledge of neighborhood history.
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the appraiser sho„l/„o, tl gTv""'^ JiT?^"""^

ana,;rrrrwre.7:.tptwa;dt" ^"t"^"
'°

Valuing Parcels of Land

J'^vr™tv;rCra" *' ^"- ™'-'°" -^

The determination of tlie value of a sinele citv Inf25X.OO situated midway in .he block on he str « or

Example for Four Lots
Unit of value on

. Avenue...
i-ot at center line

Next lot .;;;; $10,000

To lot adjoining "corner "add "10'^'
of' '.in ;V

^^'^

$10,000 + $1,000 = ^^ ""'^'

Corner lot is worth $11,000 plus eO^i/or.": ::: 17^

Add plottage 10^, ^^•^'^
/*'

4,860

Total valuation .. 171
$53,460
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How do we arrive at the proportionate differences

of value between these four lots which enables us to say

that one lot is worth io% more than the one alongside

of it and not 15% to 20% more, and that the corner
lot is worth 60% more than the adjoining lot and not

50% or ioo';j> more? These relative values arc ap-
proximations, and are the result of much observation

and the analysis of prices obtained at public auction and
private sales.

Let us take a concrete example illustrating the reason
for the conclusions referred to: In 1906 at a public auc-
tion sale of vacant lots in the Borough of the Bronx
on Jerome Avenue, east side, between 208th and 209th
Streets, several individual lots were sold, each bringing

$2,800. At the same time a plot 100x100 at the northeast
corner of 208th Street and Jerome Avenue was sold as

a whole for $15,100. The sale price of individual lots

gives us the unit of value. Let us apply it in the manner
I have stated to be customary with appraisers:

Example

Unit of value lot at center line $2,800
^"'cxt lot 2,800
Lot adjoining corner, add 10% to $2,800 3,080
Corner lot add 60% to $3,080 4,928

$13,608
Add plottage 10% 1.36O

Total $14,968

which is approximately the price actually obtained for

the plot looxroo as a wiiole. At this sale all the con-
ditions were present which make this example fairly

applicable in support of the theory.
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.ivltir ':rc:::;T?'''''" '° *'= '"^-^ »' ">-
the value of Lc^n^ ,'?•"' "

'f
"""' "«^ -^^"^ '"«

than the va „ of e , ,

"• "'"' "' ""'>' ^°'^" """'

'act .ha. .he';e::.":::;„r'r;-;;,7„:^'';;';f-o .he

Corner Lots

antM^o.f"
^'^ = ^°-- '"' --* -y -ore than

^nd GrTatlTftmf"r"'
"'"'"'' '° "g-' and air.

fe.°^rrear=:,t—^^^^

The corner lot shows a frontage of 12c fp^^ ,
only 25 feet for an inside lot ifhf ^ ' !'

^^^'"'*

50 and 100 ie^f Jr ^' ^ 'P^^^ °f between

--fJi,nro;;-:^^^^^^^

Improvements

The value of land, however ,q n«» .u
which .he appraiser of r^Jlltlisl^I

°"'^ "'"'

;-.e. It is required of hi. Z ITJ Z,T.::

85



Practical Real Estate Methods

he does not have to qualify as an expert in construction.

He does not have to have a technical knowledge of the

trades or of architecture. It will be noted that all that

can be required of him is his judgment of value as a

trader—that is to say, the market value or what the

whole property would bring in the market if offered

for sale. This is the value that is required for the pur-

pose of placing mortgage loans, or of purchasing, or for

purposes of taxation.

What the building cost to construct, or what the mate-

rials in it may have cost in themselves, does not neces-

sarily enter as a factor into the market value of the

whole. The appraiser, therefore, does not have to es-

timate the cost of construction in all cases, though where
a new structure perfectly ?.dapted to its situation and

purpose is to be valued in connection with the land, the

cost of same is usually estimated and added to the land

valuation to produce value of the whole.

If, however, the building, though new, is not adapted

to the purpose for which it was built, or is ill situated

(as a private dwelling in a factory district), its value

would be considerably less than its cost and would be

based upon the degree of its general or special usefulness.

It might be that such a structure, though new, should

be considered to have no market value whatever because

it was an inadequate improvement of the lot. All build-

ings depreciate in value through wear and tear and by

reason of neighborhood changes affecting their useful-

ness.

We estimate that fifty years is the full life of a building

in New York City, for if at the end of that time it still

be as substantial as ever, which is quite possible, it has

become old-fashioned and ill adapted to modern wants
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and its value ha., merged with the value of the landunder ,t Hence we have ,„-day lar^c sec,io„s „f Ma„
hatean Island, apparently covered with substantial im-
proven,e„,s, that are just waiting a „,arket movement« show ftemselves as really so much land ready for

Income from Improvements

Fundamentally the only measure of the value of abu, d.ng which ,s practicable is that of rental or profit-and the value of any building is better detennined upon
Jts

income, as a measure of its adaptability and usefulnSs,
tnan m any other way.

Example
If we take a lot 25x100 to be worth $20000And allow that it should yield S- net to the

owner in rental, we have, as its rental value 1,000

If we erect upon this lot a six-story modern tenement

tcn^ ^l^-T'
^' ^^""^ ^ ^°*^' investment of

?45.ooo. upon which we find that, according to the aver-age rate of interest on equal security we ought to get
5/ net ou of tne ground value and 6% net out of The
bin dmg value, or $2,500 clear per year out of the whole.At this rate the lot portion of the investment pays $1 000and the building $1,500.

^ ^ ^ '

Upon estimating the cost of operating such a tenement,
where hot water (but not steam heat) is supplied night
and day to the tenants, and allowing $500 per year for
deprecation in value, we find that it will be necessary
o get a gross rental of at least $4,800 for the whole,
o be collected from tenants occupying 52 or 65 rooms,m order to pay such an aggregate rental each tenant
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will be obliged to contribute about six dollars per room

per month.

If this estimated rental proves to be higher than that

which is paid by others in the same or a similar locality,

then such a tenement is not the proper improvement foi

the lot, or is not the most economical form of improve-

ment. In order to make this lot available for the purpose

of a tenement house improvement, therefore, it becomes

necessary to adopt a more economical method of im-

provement.

Another lot at $20,000 adjoining is, therefore, added,

and the new six-story improvement covering 70% of

50x100 will contain double the number of rooms, and

will cost only $45,000 to build, a saving of $5,000 in

construction. This makes the investment $85,000 and

the gross rental 9,600. In this house only one staircase

is required, with its well for an area twice as large as

in the first instance, and but one hot water heating plant

of a little larger size, so that proportionately the cost of

operation is considerably decreased and the whole pro-

position becomes more valuable because it is more prof-

itable.

This little sketch of the treatment of a city lot may

give you an insight into the proportionate relations of

gross and net rentals to fee values and cost of builcl ig.

In estimating the value of real estate which comprehends

the value of the improvements thereon, we usually classify

the various common forms of such improvements about

as follows:

Value of Old Buildings

Of old buildings which are no longer an adequate

improvement to the lot on which they stand, we say that
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their value has merged with the value of the land and
IS inconsiderable. Old buildings which by the addition
of some improvements may be reclaimed to adequacy
for a time and, as it were, given a new lease of life—
to these a certain allowance of value is given based upon
the time they are likely to remain profitable.

Cost of Modern Buildings

Five-story tenements, built on 25x100. cost, as is well
known, within the limit of $15,000 to $20,000, or at the
rate of eleven to fifteen cents per cubic foot.

Six-story modern non-fireproof tenements, without
elevators, commonly known as "walk ups," cost from
twelve to sixteen cents per cubic foot to construct and
are usually built on lots larger than 25x100, of which
they cannot cover more than -0% of a lot, where the
old style twenty-five foot house could use 75% of the
lot They are usually of very cheap construction and
built to accommodate the families of day laborers whose
earnings are near the bottom of the scale.

Six-story elevator apartment dwellings, non-fireproof,
cost from fifteen to eighteen cents per cubic foot to build'
and accommodate quite a large class of people who are
able to pay from $7 to $10 per room per month.

Seven-story ele- :^r apartment dwellings which are
called semi-fireproof, vary in cost between somewhat
wider limits, fireproof apartment dwellings of greater
height costing from twenty-five to fifty cents per cubic
foot to erect.

Non-fireproof store and loft buildings cost twelve to
eighteen cents per cubic foot and the same, called fire-
proof, to any height, built of steel, cost from eighteen
to thirty-five cents per cubic foot.
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Office buildings cost from twenty-five to fifty cents

per cubic foot.

Stable property, garages and factories cost from fifteen

to twenty-five cents per cubic foot, according to charac-

ter of construction.

New buildings are estimated at what they probably

cost, and the value of the land is added to that to obtain

the value of all.

The process of computing the cost of construction is

to obtain the area of land covered, the height of the

building, calculate its cubical contents in feet, and mul-

tiply by the figurr determined upon as probably repre-

sentative of the cost of building per cubic foot.

Example

To ilh'strate, take a corner property six stories high,

covering 90% of a rectangular plot of four city lots,

or looxioo, at the corner of an intersecting street and
avenue. This shows an area covered of 9,000 square

feet with twelve feet between floors or 84 feet in height

above cellar bottom.

9,000 X 84 = 756,000 cubic feet.

Say that the character of construction warrants a cost

unit of 18 cents per cubic foot, we have then 756,000

cubic feet by 18 cents or $136,080.

Supposing the land to be worth $20,0OO pr.r city lot

as a land unit of value. Then looxioo, as a corner,

following the method of land valuation outlined at the

beginning of the lecture, would develop a full value as

follows

:
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Loi at center line tonnnn
Next lot adjoining lot *2oZLot adjoining corner (unit plus 10'/, ) 22000
Corner lot ($22,000 plus 60% ) . . .

.

.[ .[[[[],[ 25!m

Add plottage at 10% ^Ijf^

Total land value «,,^q~
Value of buii,ii„« (e„,t) .:::::;::::;: IS
Add 10% for builders' prof.t ^^24.^

Total appraised value
$267,300

The unit of cost of construction is worked out fron,
the average experience of the appraisers. The cost c'
a number cf typical buildings is ascertained to lie within
certain hmits, and constant association of those units so
derived w.th certain forms and appearances of construc-
tion has enabled us to make close approximations of
actual cost (or what that cost should reasonably have
been) to suit the purpose for which the building was

m
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POINTS TO BE CONSIDERED IN
VALUING A BUILDING

O. RICHARD DAVIS

II

;

h ?

Quality of Construction—Fini«h—Area and Charac-
ter of Buildings—Equipment—Coat—Expense and
Maintenance— Income— Architectural Features
Character of Location—Suitability of Improvement

TiiK ultimate result »U sired In- all those seekinjj

knowleilj^'e relating; to improved real estate an!
building construe! ion is to be able to value such

property intelligently ami proiu'rly.

There are nine points which art material in deter-

mining the value of improved property.

I. Height and area of the building.

II. Character oi the building, and whether it is fire-

proof or non-fireproof.

III. Quality of construction, finish and equipment.
I\'. Cost.

\'. Ruiming expense and expense of maintenance.

\'I. Income.

*[This chapter is but a brief summary of a few of the many
salient points of building construction developed by Mr. Davis
in his lectures on "Practical Building for Real Estate Men and
Owners." A second volume which will give in detail all points
of construction that real estate brokers, appraisers and owners
shouUl know to value a building, intelligently or to criticise a
building under construction, is now in course of preparation
by Mr. Davis. The West Side Young Men's Christian Associa-
tion will publish the book.

—

Editor's Note.]
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Vllf. CharartiT ..f ih,. |.u;,ti,,„.

IX. Suitahilit)' of the iini.r.,vcmint for ti.c site.

Height and Area-In thr chapter r,,, r5„il,linj; [.oansR^o ... the „u.th.H| of .Ic.,enni„i„,. the «ro.tuI area

ilpcction."''
'^ """"'• ""' "^' "^'^"" '^ "'"'^-"^ "•-'

II

Character of Building -The character of a huil.I.
."k' inay he (leter,„i,u-I hy the plans when filed in the
<lq)artn,ent. show! i^ whether it is firepro<,f or non-fire-
proof construction, an.l whether it is to be a dwelhnLr-
house, tenement, or business buiUhn^, etc.

Ill—QUALITY OF CONSTRUCTION
Foundations-It is impossible to tell in the finisherl

I'u. chug whether the fo.mdations were put in correcth-
and substanfally or not. hut cracks in the stone work
or m the brick work, particularly in the window arches.
I" els and .^lls. and in small brick piers, indicate a
settling which ,s due to either faulty mason work or
foundation work-generally the latter. A house built
upon rock foundation is always superior to that built
upon any other foundation soil, and, if ,x)ssible. the
character of the footings should be ascertained, either
by bormgs m the yard or cellar, or by reliable hearsav
evidence. In tall buildings, the obtaining of a ccrtifi
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from an engineer as to tlic character of th.; foundation

work is a nost an essential, and a buyer of improved
property of this character should hesitate before investing

until he has ascertained the manner in which the founda-
tions have been put in, and as to the character of the

under-soil.

Brick Work—Well laid brick work will show the ver-

tical joints on line and a smooth and plumb front surface.

This ^nie both as to front brick, and particularly so
as to liic rough work in the courts and yard. An ii

-

pervious brick is better than an absorbent pressed clay

lirick. The former resists the moisture, while the latter

is apt to cause dampness inside the building.

Stone Work—Stone is used for the purpose of deco-

rating fronr and gable walls of buildings, for stoops,

etc. White Indiana limestone is commonly used in this

city. There is also a red limestone that is sometimes
seen. Brown stone is now out of use, but very common
up to ten years ago. Granite is much harder than lime-

stone, anil ir^ more expensive to cut and dress. It ia

rarely used a- ashla-- or for front stone work except in

large public buildings ; but it is largely used for exposed
foundation facings, stoop platforms, water-tables, corner-

stones, riilings, etc. Marble is the choicest stone that

can be used f^r fine work, and is hard and admits of

great ornameiuation with carving.

Terra Cotta—Terra cotta is used in place of stons

for ornamental purposes. It lacks the strength and
even surface of stone, and is a poor substitute if used

in continuous courses, b-jt is most desirable when used

for ornament with brick work, in band course;, or for

cornice courses, quoins, arches, etc.

A sufficient amount of stone and terra cotta should
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be used in ornamenting the fn,nt to present a pleasiniran effecfve result. An attractive fro't. withl3
stone work and ornamental terra cotta is very pleasinir

Cornce~Ihe cornice of a non-fireproof b„iMine isgenerally of galvanized iron n.ade in oLn..nal Z^-and anchored to the roof hcan.s an.l the hriclc workSometnnes the cornice is made of copper, which i, themost durable. an<I sometimes the brick work is cont nuedup alx,ve the roof and finished with a decorated cZg
the fal""'"

"^" "^ ^^"^ ^^"^' ^-"-^' ^ P-t "f

A copper cornice, instead of one of galvanized ironmd.cates the use of the best possible n'aterial oV Spurpose, w.th the consequent increase in wearing qualityand less cost of maintenance.
^

should be of pleasmg appearance and sufficiently heavy
.o withstand wear. Note should be taken that they areproperly set and painted.

^

sizfofT* V'f
^"^--Upon entering the building, thesize of the vestibule and entrance hall should be notedand how ,t .s finished; the quality of the wainscotingand us height If a public hall is wainscoted with marbka east five feet high it will prevent the hand soilingof a decorated wall, which is costly to repair

^

^J^^T *" "'''^'' ^°^'' •' "^°^^ ^^P^"^'^^ '^"d moredurable than a ceramic floor. The use of a hard marble
IS more desirable than a soft one. as soft marbL
absorbent and will stain very readily, and after a few

treads ofT 7 •' """f u' "

^'" ^"=^''^>- °^ ^^e marbletreads of the stairs and the marble base in the public
hall landings should likewise be noted, and as these
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landings and stairs are being constantly washed, the use
of soft marble is particularly undesirable. The marble
base should be continued underneath the entrance door
trim, in the form of plinth blocks, to prevent the soiling
of the trim by the scrubbing to which the tiled floors
and base are constantly subjected.

The use of a heavy canvas or wall paper is more
desirable than a plain plastered wall for public halls and
stairs, particularly in buildings without elevators, as in
the latter case trunks and furniture are carried up the
stairs, with the resultant breaking and marring of the
walls, which would be lessened or avoided by the use
of some such material.

Elevator—If the building contains an elevator, the
latter should be examined as to its speed, smoothness
of running, and its size. Note should also be taken of
the finish of the interior of the car, as a slight indication
of the quality of the workmanship. Expert advice may
be taken as to the electric equipment of the elevator,

but this is hardly necessary except in large and im-
portant buildings.

The electrically run elevator is practically universal in

apartment houses, business buildings, etc. The plunger
elevator, which is a combination electric and hydraulic
one, seen in large office buildings and in some apartment
houses, is much more expensive to install, but has the
additional factors of safety and speed, which is much
desired in high buildings. The ordinary steam powered
hydraulic elevator is now rarely used.

Roof—The use of a tile roof is expensive but very
desirable, as its duration of wear is practically unlimited.

However, its cost is so much greater than that of a
slag or plastic slate roof that the latter, from the stand-
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point of economy, must generally be preferred. Bothof these kmds of roofs are easier to repair than anymetal roof and are much preferable. The use of heavyar paper, laid on top of the finished slag or plastic slate

Ton -rZ P''^'''' '' ^""^"^ ^^'"^^^ ^"^ to walkingupon ,t, and .s more effective than gravel, which is usedror the same purpose.

Flashing-The use of copper flashings, gutters and

ion ir
'1""'^^' ^"' ^"'^^^^^^ substfntiaTconstruc-

tion, although good galvanized iron, if well painted, is
extremely durable and gives excellent results, and is mostcommonly used in six-story buildings or those of lesser

If a plastic slate roof is used, plastic slate may beused for flashmg. It is most important to have the roof
watertight, and the flashing of the roof is one of the
most necessary things to have done properly. To make
a thoroughly good job of flashing, where metal is used,
the flashmg should be continued completely through thebnck work or coping wall, and all plumbing pipes run-nmg through the roof should pass through a lead collar
and sleeve, made fast to the roof covering, and flashed
with copper and then counter-flashed-/, e., a cap flashing
run around the pipe some six inches above the roof

\V here plastic material is used for flashing, the higher
the fire walls are flashed the better the result
Drying Frames-The use of the best construction fordrymg frames is desirable, as the expense is very little

more, the cost of mamtenpnce is one-half, and the roof
IS much more readily kept watertight. Drying frames
are placed on the roofs of apartment houses, for drying
clothes m the open air, and are built of angle irons which
are fastened to the roof beams and run through the roof,
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or else are connected with a wooden platform, or one

built of angle iron, with runs laid on the roof, but not

going through it, the upright angles being braced or

secured by additional braces connected with the platform.

The latter method is by far the most desirable, for, when
the angle irons or uprights run through the roof and

connect with the beams, the weight of the clothes upon

them gradually causes them to work loose and to break

the flashing, either of copper or tar, around where they

pass through the roof, and results p. leaks, this being

one of the most common causes of roof leaking. Besides

this, using a wooden platform for fastening the angle

irons to, serves a double purpose by protecting the

roof where it is most walked upon by the maids when
hanging up the clothes to dry.

Clothes Driers—Clothes driers are installed in apart-

ment houses for the purpose of drying clothes when the

weather is such as to prevent the clothes being hung

out of doors. These driers are heated either by steam

or gas, and should have steam coils in the bottom, with

a grating above to protect the clothes from being burned

by the coil. Where gas is used, a similar protection

should be adopted. A combination gas and steam drier

is most desirable, as in winter time the use of steam

heats the drier at littl or no expense to the owner,

whereas in the summer the gas has less demand upon

it, and the drier costs but little to maintain.

Leaders—The use of interior leaders in preference

to exterior ones is desirable, but they are generally used

in buildings ten or twelve stories in height or over.

Roof Tanks—A roof tank is a necessity in tall build-

ings and in many six-story buildings. They ?re also

needed wherever a Flushometer valve is used. These
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tanks are built either of cedar wood or of boiler iron,

and should be frost-proofed with a double bottom and top
and a double lining at the sides, thus creating an air space,
or by running a steam coil to the top of the tank, or
by putting the tank in a heated pent-house, built espe-
cially for it.

The law requires the bottom of all tanks on fireproof
buildings to be 20 feet above the highest outlet of the
fire standpipe line on the top floor, so as to give the
necessary pressu. .. This explains why tanks on fireproof
buildings are put up in the air, disfiguring the building
fron n artistic standpoint, but being very necessary
for adequate fire protection.

Note should be taken that the water tanks are adequate
in size, and properly protected from frost.

Fireproof Doors—Upon entering each apartment note
should be taken of the character of the fireproof entrance
doors. The entrance doors to all apartments, and the
trim around these doors, and all the woodwork in any
of the public halls must be fireproof in all apartment
houses and in all fireproof buildings. These doors may
be made of copper, steel, hollow steel, or of wood cov-
ered with metal. The window openings on all public
halls must be trimmed in like manner. The use of hollow
steel is more desirable than the use of Kalamein (wood
covered with metal), and the wearing qualities of the
formt. are much greater and present a more effective

appearance if properly finished. A cheap Kalamein door
will buckle, but a well-made one is desirable and durable.
Copper or bronze makes a more handsome but a more
costly substitute.

Floors—Note should be taken of the floors. Oak
flooring wears better than pine. Maple is hard, but
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shrinks more readily than oak, and is more easily soiled.

Oak, therefore, makes the most durable floor. Flooring

Ji in. thick wears better than ^ in. flooring, although
the latter is permissible, and gives good service in a
non-fireproof house if properly laid. The difference

between the two may be readily distinguished by the
nails, the heads of which show whf'n ^ in. flooring
is u.ed, whereas the % in. flooring is blind-nailed from
the side, and the nail heads cannot be seen.

The cost of maintaining a parquet floor is greater
than that of a plain floor.

Trim—In considering the wood work, the height of
the base, the wainscot, if any, the paneling of the doors,
and the general fit and design of the trim should be
noted. A high base, handsome wainscot and substantial

trim are attractive to tenants and assist in producing
income. Heavy trim is not always desirable, but trim
that is too light, a door which is badly made and hung,
and that has too many panels in it, and a base which
is too low, indicate a cutting down of expense and
possibly poor construction.

All buildings not over twelve stories high are trimmed
with non-fireproof wood. The upright trim is known
as standing trim, and the doors, wardrobes, etc., are often
called hanging trim. Oak, birch, cypress, maple, hazel,

poplar or whitewood, and mahogany are the commonly
used woods to-day for trimming apartment houses and
business buildings. Oak is the most durable of the
cheaper woods. Quarter-sawn, or quartered oak, as it

is called, makes a very durable and substantial trim.

IMahogany is the most expensive, and an effective sub-
stitute is found in birch, which, when properly stained

aral finished, resembles the former very closely. Curly
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birch, which is full of hearts and quirks and curls is
exceptionally pretty and is used for panels, etc.
To prevent dampness from the plaster working into

the trim and splitting or warping it, the back of all
trim surfaces which are over six inches in width should
be painted with a damp-proof paint. This is particularly
true of the panels in wainscoting, panel backs and other
large surfaces of trim that come in contact with the
plaster.

The use of white paint and enamel is very general
in apartment houses. It costs more to maintain, but
IS very effective, and, under most conditions, its de-
sir... .hty, from the standpoint of the tenant, will create
an added income sufficient to offset the extra cost of
maintenance.

The use of soft wood in any apartment house is
undesirable for trim, as it does not wear, is less lasting,
and apt to become unsanitary. Hazel or birch makes a
most desirable wood for white enameling. Cypress is
undesirable, and whitewood, although taking the paint
well, is too soft to be durable.

Carpenter Work—When it can be noted in a new
house that the base around the room has broken away
from the wall, that the window casings are not flush with
the plaster, that the doors fail to hang true, and the
jambs and trim are out of plumb, it is an evidence of
poor carpenter work, both as to the finished wood work
and the rough framing and ground work, and a further
indication of poor construction.

Tiling—Note should be made of the tile in bathrooms,
etc., to see whether it is firmly and smoo hly set ; whether
a sanitary cove or rounded floor angle has been used,
and whether the floor is level and well grouted with
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cement. Cracked and loose tiling in a comparatively
new house indicates poor work, either in the tiling or
in the preparation of the walls before tiling. One of
the causes of tiling falling oflf walls is the use of wooden
lath instead of metal lath for the preliminary work of
bathroom wainscoting.

The tile work of public halls should also be noted.
Plumbing—Plumbing is an important feature in the

house, but one which the layman finds difficult to crit-

icise intelligently. Note can be taken, however, of the
character of the fixtures, whether they are porcelain or
iron enamel, or of still cheaper material. The general
appearance indicates the general character of the plumb-
ing job, and the various plumbing connections show
plainly the character of the plumber's workmanship. A
well-nickeled, well-set connection is easily noted. A
cheaply made and poorly mounted connection indicates

cheap material and careless workmanship, and it is fair

to assume that where the exposed plumbing work is

poor, that the work which is hidden is of the same char-
acter.

Note should be taken that the washtubs and sinks

are large enough for reasonable services, and that all

fixture connections are of nickeled brass.

The investor planning to purchase a large and im-
portant building may well employ the services of an
experienced plumber or sanitary engineer, to examine
the technical features of the plumbing work, so as to

advise him as to their adequacy, suitability, etc.

Steam Heating—What has been said as to plumbing
is particularly true of the steam heating. The radiator
in a room is the on', outward evidence we can see of

the heating apparatus in apartments. The size of the
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radiator and the quality of the air, and the controlling
valves, may be considered; also the radiatormZplaced m front of a window, or as near a window ispossible so as to give the greatest amount ,A efficLy

are o ten ni TTT °?"^ -"-'-Ption. Radiatorsare often dl placed for the sake of saving rising linesto connect them, or to overcome the expense of runnanglong hnes of 1 ranches.
'unnmg

are^^tr*'^ '"^t'
^°'''"' ""' "^"^''^ ^^^*'°"^' toilers,are most commonly used for heating apartment housesand busmess buildings. High pressure heating p,aare used where power is required, or where a grea

are r^fd/f
" """"""'""'' '"^ '" ^"^'^ '^'^^ ^he boilersare made to carry a mmimum pressure of 80 lbs ofsteam and upv-ard. In low pressure plants the minimum

pressure necessary to obtain results may be only t"^or three pounds of steam, the maximum not more thanten pounds. A sectional boiler is rarely or never em-ployed for high pressure work. It is less satiTfactor"
although cheaper than the horizontal boiler
Large or small sizes of coal may be used bv adapting

1 ired Th '^"^r'•'^ 'T' ^^ ^^^ "^'"^ °^ -'
izes burn more rapidly, and are particularly adapted

'
fi inX'^T'f P^'"^^' '"' ^^^"'- --^ -nsLnrmg than the larger sizes

in.f.n\^^'7u^"PP^^~"°' ^"*^'- '^ obtained by the
installation of hot water tanks in the boiler room, L de

•^ plss'e:^^ th b' r'-'"
''''''' ^^^^"^^ -hich' s^Im^passed thereby heatmg the water in the tank; a ther-

heat r; :l '^ ''"'' °" ^'^ ^'^"'^^ '^ -"^-' ^he waterheatmg to the proper temperature. By the use of sim-ilar cods outside the tank, through which the wat'r
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passes before it reaches the tank, the same results are
obtained. The latter nictlunl, being a si)ecial device, is

more expensive but more satisfactory than the fornler.
as steam coils inside a tank gradually "pit" or wear.*
and leak, and arc difficult to repair. Hot water is ob-
tained also by the use of hot water heaters, which are
small independent stoves which convey direct heat to
water coils above them, and are run independently of
the steam-boiler plant. A combination of the two meth-
ods of obtaining hot water is very satisfactory, as diiriu!,'

the winter months the steam-boiler is used and furnishes
the necessary hot water, without the added expense of
running the additional small heater, whereas in the
summer time, when the heating i)lant is shut down, the
hot water heaters are used to obtain the necessary supply
of hot water. In very large buildings, or where a high
pressure plant is installed, and where power is furnished,
steam can be used all the year for supplying hot water!
It is important that the hot water tank should be suf-
ficiently large to contain a surplus supply of water at
all times, under even extraordinary demand. The prob-
lem of getting hot water varies according to the require-
ments of the particular building in which the plant is

installed,

Hardvirare—The hardware in a house is relatively un-
important, but is an excellent indication of how well
the house is built. Solid brass hardware costs consid-
erably more than stamped. The difference between the
two is easily detected, and the use of the former is

an indication of substantial construction, although the
reverse is not always true of the latter.

Electrical and Bell Work—It is difficult to determine
as to the interior character of the electrical and bell work
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but the adequacy of the equipment sliould be considered
by noting the use or omission of wall switches, base
plugs, dresser outlet lights, sufficient illumination in all
rooms, and the use of proper panel boar.ls and hexes
.n each apartment. It is easy to detect whether paraffine
or rubber covered wire has been used for the bell work
the use of the latter showing that the best material pos-
Mhle has been employe.l. The sufficiency of the equip-

brnot . n'"^'
annunciators, where necessary, should

be noted. he use of a handsome and substantial push
button at the entrance door is a slight indication of
the care or carelessness used in eq,up,nng the house.
Flastermg-There is little that one may do to dctcr-mme the quality of plastering in finished buildings The

use of decorative plaster work on ceilings may be con-
sidered as indicating a desire on the part of the builder
to obtain a good job. The use of coved ceilings through-
out should hkew.sc be regarded as good practice, but
the layman finds it almost impossible to determine the
general character of plaster work in new buildings, and
he cracking and settling of plaster is due as often to
faulty construction of masonry, framing, etc.. as to a
poorly mixed or laid job of plastering.
Shades-The quality of the shades in an apartment

IS an indication of good or bad e(|uipment. A heavy
-shade stick and strong cord, and a good cpiality hollanci
indicate good work. A cheap shade, which is constantly
getting out of order, is costly to maintain. The initial
cost of putting in a first-class shade is .o small in
comparison to the cheaper one that economy in this
respect should not be considered as against 'the final
cost of maintaining a poor shade.
The same is true as regards the other equipment
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necessary in apartments, such as dumbwaiters, refrigera-

tors, lighting fixtures, gas ranges.

Dumbwaiter—The dumbwaiter rope should br of the

l)cst quahty, and the car should be of oak, heavily bound
with iron. A good car for the dumbwaiter can be pur-

cliascd for the ordinary si.x-story house for about $35.
whereas a cheaper car at $25 is too often installed. Thi-

expense of maintenance of one as against the other will

probably show in five years' time that the car which
was originally the cheaper is finally thrtj times as costlv.

Refrigerator—The refrigi-ralor should be large enough
and should be lined with galvanized iron heavy enoiigli

to withstand the greatest amount of wear. The use of

imitation jwrcelain lining instead of the opalescent white

glass, or whi; tile, is bad practice, as the former, which
IS cheap metn lightly coated with porcelain, will rust

in a short time, and become unsanitary. The use of

light-weight glass is also improper, as it becomes easily

broken ar 1 is therefore costly to maintain. The use of

heavy brass hardware, both for hinges and catches, is

desirable, as the hardest kind of wear is given them.

Lighting Fixtures—Lighting fixtures should be at-

tractive, preferably of cast or spun metal, and should

be heavy enough to withstand the hard usage to which

they are put. The use of a chain pull socket which is

easily reached, in place of a key socket, is desirable,

particularly where the wall switch is not used to control

the light. The small additional cost of the former will

be more than made up by the greater efficiency and

attractiveness to tenants, while the cost of maintenance

is no greater.

Bathroom Hardware—It is desirable to install bath-

room hardware in apartments where the walls are tiled,
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such as toilet paper holders, towel racks, soaj) dishes,

etc., so that the various tenants will not injure the tile

when installing and removing their own fixtures.

Gas Ranges—The use of a i,'ood gas ranj^'e is desirahle,

as the cost of maintenance is less, and its efficiency

and attractiveness to the tenant atlect the income most
favorably.

Painting and Decorating

The painting and decorating of an aj)artment is more
or less temporary, and owners are obliged to do this

work every few years, and the character of it can only
be considered from its attractiveness from the tenant's
standpoint, and its durability, from the owner's stand-
point.

The use of a good varnish on doors and the wood-
work, which is finally rubbed to a hard finish, indicates

the use of the best method and gives the best results

and greatest durability. The .same is true of enameling.
I'ainted walls should be stippled, which makes them wear
and look better.

ifardwood floors should be rubbed to a dull finish,

whciher shellac or varnish is used. The use of crude
oil on kitchen floors makes the most desirable and durable
finish, as varnish used on a floor which is being con-
stantly wet will soon wear off, and is costly therefore
to maintain.

Telephones—The use of telephones in apartment
houses has become almost universal. In the higher class

houses, it is particularly desirable to eliminate the usual

switchboard installation made by the telephone companies,
which is very costly to maintain, both from the necessity

of paying switchboard operators and from the loss in
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toll a>lkcti(nis due to the fact tliat five cents is the
iiiaxiimiin di:irj;c that can he colUctnl from the tenants
and four cents the niininuini cost, juiless the total yearly
UKssages be exceptionally larjje in nunil)er. liy coin-

pcllin^f each tenant to make his independent contract

with the comjiany, it is |M)Ssible to do away with the

neces "ty of maintaininj,' the switchboard and of actini;

as a collectinjj a|Ljency for the telephone company, wliiili

is practically what the owner of an apartment house with

a switchboard system is obliged to do. As it is necessar\

to have some means of communication from the entranci-

hall to each tenant's apartment and also with the janitor,

superintendent, etc.. an intercommunicatinj.? phone system
must be installc<l which can be done at a cojiiparatively

moderate cost, ; fi'ordinj; a means of intercomnumication

within the house, and at practically nominal cost f(jr

maintenance.

This method of telephone ecjuipmcnt has been tried

with great success in a number of apartment houses ami
should be considered a most desirable feature from the

standpoint of the owner.

Filters— I'ilters in the larger apartment houses are

a desirable addition, their use being a convenience to

the tenant as well as a sanitary precaution. In addition

to this, in twelve-story houses they help to eliminate

dirt and other foreign matter from the water supi)ly,

thereby insuring better circulation and less deposits in

the pipes and traps of the plumbing system throughout

the house. Filters are easy and inexpensive to maintain

if properly made and installed. A cheap filter, however,
is worse than useless. One criticism that can be made
of the use of a filter is that it reduces the water pressure,

thereby increasing the necessity for the use of a pump,
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irifs I

Init in hiiililinj^rs over six sti

|)r.uticall> a iicccs^ity. Thcrcfi
l»c' disrcj^anled in buil*

n liii^lit ilu' |)(iin|i is

«|iit?.ti<»ii mayore, this

i»c U..,.v>;a..,c.. I.I in.iKnnKs niort' ,., ,,,.„„.^ ,„.,„
Note slmiiM h, ,akcn .,f s.kI, a(l.liti„„al ..,|m,„„cmas

wall safes, winch are „f iit.le practical nse. c.f mail chutes,
which are of ^reat cnveniefice and est n„thinir to
rnanitani. of ^rarLa^e cl..sels, which fi,„| favcr with many
tenants, hut which must he carefully an.l cften cleanec'l
to he ke|)t sanitary.

Vacuum Cleaner-A vacm.n, syste.n in a lar^e ajmrt-
ment house ,s a desirahle addition. Its cost of main-
t|nance may he such as t.> olTset its attractiveness frotn
the owners standpoint, hut a suhstitute n,ay he found
in the i,ortahIe vacuum cleaners which d., dually ijood
work and which arc run by jxiwer furnished hv each
tenant.

Lighting Public Halls-The puhlic halls should bewHI I.fTht,.,!, ,j,,t „,,t over-IiKdited, as the latter are costly
f> "'amtain. If too many outlets arc pnni.led. low
candlepower lamps shoul.l be used. The method in which
these hghts are controlled will also effect economy, par-
ticularly the use of a double switch for each hall landing
.^!!t which should properly have one electric lij^ht of

iiiU.i power and one of low power, the latter to be used
wlienever possible.

Mirrors-Note should be taken of the mirrors pro-
v..Icd ,n apartments, as they are attractive to tenants
and cost practically nothing to maintain, as breakage
can be covered by insurance.

Pumps—Pumps are a necessity in many buildings, and
"sually are placed in the basement, on a solid foundation
as near the water main as possible. Where a large'
a.r,uunt of pumping is to be done, a suction tank or
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reservoir of water, from which the pump finds its supply,

is desirable.

The law compels the installing in fireproof apartment
houses of a water line standpipe, from cellar to roof,

with valves, hose nozzles, etc., on each floor landing,

for use in case of fire, and also a "Siamese" water con-
nection on the street, so that the city fire engines may
find ready access to the necessary water supply near
the building.

Basement Arrangement—The equipment and arrange-
ment of the basement in apartment houses is very im-
portant. The boiler room should be large and preferably

lighted from the street, and have adequate ventilation.

The ooilers should be ample to heat the house under
low pressure, and there should be sufficient room in

front of the boiler to pull the tubes so as to make nec-

essary repairs. The use of a thermostat to control hot

water heating is desirable where steam is used for the

purpose, as it prevents the overheating of water which
is detrimental to the piping, creating too much pressure

and corrosion. Hot water tanks should be adequate, and
independent heaters should be likewise provided for heat-

ing water when steam is not used. A small tank and
large heater will produce the desired results, but a large

tank giving constant storage capacity of hot water will

cause less consumption of coal, and is, therefore, cheaper

to maintain. Where pumps are necessary two pumps
should be provided, for, in the event of one's breaking,

the house is left without means of obtaining water.

Coal Storage—A large storage room for coal is eco-

nomical, as coal bought in large quantities is cheaper.

The handling of ashes should be carefully considered,

as the more readily they can be taken out the less the

no
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expenditure both of time and of la!vo. The simpler theapparatus in use in the boiler a., pump .o., .s of anapartment house the better, as t.. ordinary .anito osupermtendent can make repairs .. J., ,.,a, 'ipmenwhereas an added expense is created if the use of out^M.'

aTcS Ln'to^r;'"'-
^'' '^""'^^ ^°- ^^ ^ "--O-addition to aJl large apartment houses, and should beequipped with sufficiei.* driers for clothes, prefe abhrun by steam in winter and gas in summer. Wa htubs

tenants and inexpensive to maintain
In summing up the foregoing memoranda regarding

s that cost should not be considered where efficiencyand economy can be obtained.
^

IV—COST
In estimating the cost of a building, there is noaccurate rule or method that can be given^ Th commonmethod is to obtain the cubic contents of a building andb> estimating the cost of the construction of each par-Ucular class of building at so much per cubic foot, decLeh total cost m this manner. It n.ay be readily seenha the variation in cost of buildings of the same gen-

eral character and construction may be so great at tomake this method inadequate and inaccurate, but for thepurpose of cstinu^ting the cost of improved property, it
s the onb^ available method. This cost should no beonsidered as the true index of value, but the othe^Pomts enumerated should be carefully considered.
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V—RUNNING COST AND MAINTENANCE
In considering the running expenses and cost of

maintenance, the foregoing discussion of construction,

equipment and finish is the most material point. In

addition to this, the character of the building must be

considered, the necessary service to be maintained, the

pay roll, etc. Unnecessary elevators add to the cost of

maintenance and unnecessary employees do likewise.

Where a building is so built and finished as to be classe<l

as a poor building and badly equipped, it may be safel\

estimated that the cost of maintenance will be high. The
character of the neighborhood, the character of the

building itself, and the character of the tenants will also

influence the cost of maintenance. Certain classes of

tenants depreciate the value of property rapidly by their

general ill-use of their apartments, whereas a higher class

property, with refined tenants, can be maintained for

a much longer period at a much less expense pro rata.

VI~ESTIMATING INCOME

In estimating the income of an apartment house, there

are five points that may be considered: First, the light

and air; second, size of rooms; third, arrangement of

rooms; fourth, equipment of the apartments and house

in general; fifth, material and workmanship used in the

building. These features may be considered to rank in

importance in the order as put above. The most im-

portant thing to the tenant in determining how much
rent he is going to pay is the light and air in the rooms

;

next, the size of the rooms, and then the arrangement

of the rooms. All things considered, if these three points
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be favorable, the equipment and construction will count
for much less to the tenant than the former qualifications.
Bi:t as before outhned, these latter points make a mate-
rial difference m the cost of maintenance, particularly
the last and it may be readily seen that the house wh'hbrings $5,000 a year income, with a cost of $3000 tomauuam, will return a better net income than the hou e.^uch bnngs $5,500 a year, with a cost of maintenance
u I »p4>ooo.

LfficTent I "^rr^
appearance, so long as he obtains

.ufhaent heat, hot water service, etc., he will not insiston a reduction in rent from what he originally paidBu the poorly built house will cost the owner a Z.t
dea more to maintain in its original condition than the
ven-budt one will. It should therefore be concluded
that, in estimating the value nproved property the
question of income and exp. .ould be considered
together as part of each otht..

VII—LIGHT AND AIR
In discussing light and air, the size and arrangement

of rooms and general appearance of the apartment housewe must consider the architectural necessities and m"h:ods of apartment house construction. I„ planning anapartment house, the Tenement House Departmenf im-
poses certam requirements as to the size of the yards
courts, etc The sizes of these latter varv according to

Un r' ! '^\ ^"''^""^' ^'"'S ^^'S^' f- the higher
buildings than they are for the lower ones

In planning an apartment house, both architect and
builder are restricted by the requirements of the Tene-

"3
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ment House Law, aiul also in a measure by the Building
Code. Tlie arraugoiiieiit of apartment houses lias often
been criticised when it was impossible for the architect
to plan the house dilTerently, owing to restrictions im-
posed In law. One of the most common faults found
in the matter of arrangement of rooms is having to
pass all bedrooms before one can reach the living rooms.
It is obvious that where the elevator or stairs are in

the micKlie of the house, and with the main entrance
doors to each apartment opening by necessity on the
public hall, a long private hall must be used so as to
reach all the rooms in each apartment. In the past it

has been considered most desirable to place the living
rooms, parlor and dining room on the street and put
the less important rooms, such as the kitchen, bedrooms,
etc., on the interior space lighted by courts and shafts.

Until recently this was practically the universal way of
arranging an apartment house built on an interior lot.

or of the apartments on the interior parts of a corner
lot. During the past few years, however, the idea of
having the living rooms arranged as they should be,
directly at the entrance, has come more into vogue, and
a number of apartment houses have been built with the
parlors and other living rooms on the courts and the
sleeping rooms at the farther end of the hall facing on
the street. This innovation has proved most successful
and its adoption is recommended by some of the best

architects and builders. It has met with marked ap-
proval from the tenants, who prefer this proper and
logical arrangement of the rooms in their apartments,
particularly as their bedrooms receive the benefit of the
light anil air from the street, whereas their living rooms,
which are used more in the evening than in daytime,
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can be artificially lighted and are not objecti..nablc when
so situated.

In fixing the .size of a room, the arclmecl i.s govcrne,!
entirely by the desires of the hnil.ler. The size of aroom ,,, purely an eco„o„,ic question. If a huil.ler con-
s ruets an apartment hou.se arrange,! o„ a plot of four
l"t» of ground w,th only twenty r,K,ms on a floor he«d have to obtain for these twe.ty roo.ns a, lehront as he couW get if he were to arrange for th m-rooms m the same area. These who ,lcsire large Z,-are therefore oblige.l to pay for them. A r^i erT :

ago only a few apartn.ent houses were built of propers.ze for those who were willing to pay for them TIksame cnt,e,sm may be ma.lc as to the number of mal,'rooms and the size of the kitchens in „,any of our finerapartment hou.ses. where tenants find th ir a rtm
woefully laekmg in a,le„„ate provision in these regard
I he number of batl,roo„,s that should be instalfed inan apartment house of high class is also a matter muh
ataXms''"?"'

""'" "" ' """"'" °' ''>"-™ n

..i con.stant1y mcreasmg. There have been several aiMrt-men. houses built lately where a ten-room^LChas been provided with four baths
I^riment

In the arranging of the rooms of apartment houses

he placed, and how it should be swung Ample closetroom should be supplied. No closet should be less banwen^y-two inches in depth, actual finished me surementwh,eh s,ze w.,11 admit of hanging clothes on hang rsOne or wo deeper closets are particularly desirabf^The placmg of windows in rooms must also be con-
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sidered both from the interior effect upon the wall space

and from the exterior effect upon the facade. The use

of bay windows is desirable, but is prohibited by law,

as an encroachment upon the street or upon the courts.

The arranging of plumbing fixtures must also be con-

sidered both from the standpoint of economy in building

and in their proper position for practical use. In tene-

ment houses, the kitchen is practically the dining room,
and this room should be made a large room in preference

to the so-called parlor, which is often used for a sleeping

room.

The exterior design of an apartment house will mate-
rially affect its income either favorably or unfavorably,

according to its attractiveness or the opposite. The
architect is often obliged to restrain his artistic desires

by the instruction of the builder to keep the cost of

construction down, but neither a short-sighted policy

of too cheap and unattractive a front should be adopted,

nor the equally poor one of a very expensive facade,

or entrance, which, however attractive, will not have its

extreme cost compensated for by its additional power
to attract tenants.

To sum up, the architect is, in a large measure, sub-

servient, first to the desires of the builder, and secondly

to the size and shape of the plot on which the apartment
house is to be erected. Some plots lend themselves

readily to an excellent arrangement of the rooms with-

out much difficulty, while others present such problems
as to make it almost impossible to obtain a satisfactory

arrangement. When all things are considered, the art

of planning an apartment house has improved mate-

rially, and, while there is great room for further advance,

some of the buildings constructed within the past few
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years have been remarkably successful, due to the ex-
cellent way they have been planned and arranged.

VIII—CHARACTER 6f LOCATION
The character of the location materially influences the

character of the building that should be erected In
valumg improved property, a location which is unques-
tionab y desirable for an apartment house may be valued
liberally, particularly where the probable future develop-
ment of the immediate vicinity will aid in increasing
the value of the property. The same is true in valuing
property for any other improvement purpose; the more
desirable the location, the stronger the value. In es-
timating the value of improved property in poor loca-
tions either where the character of the improvement
Itself ,s low class or where the location demands a
cheap improvement, the values are not so stable and
the probability of future decrease in value and in de-
precation of the improvement itself, must necessarilv
influence one to a conservative view of the value.

'

IX—SUITABILITY
In considering the suitability of the improvement for

the site, It IS necessary only to repeat what has been
mentioned in the two articles relating to mortgage
loans. To obtain the full value of the land the improve-
ment of a site must be of a character that is suitable
Ao better illustration of this can be cited than in the
fact that wherever it is found that a site is suitable and
aval able for an apartment house of twelve stories in
height, the land value has materially increased. If the
purchaser of such a site should restrict his improvement
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to a six-story building', he would find that the property
as an investment would not pay an adequate return, due
to the excessive price of the land. In other words,
property is worth a gofcd deal more if it is suitably
improved than if it is not.

Some of the greatest changes in land values in New
York have been due to the foresight of those who have
discovered that some particular locality is suitable for
an improvement of a character not before considered
suitable and of such high class as to increase materially
the land value for this particular character of improve-
ment. The effect upon the land values of adjacent prop-
erty is at once felt, and entire localities have been rebuilt

in a short time in diflferent sections of this city, the
price of the land rising to meet the new level of value
established by the new character of improvement which
had been demonstrated to be suitable for the locality.

It is, therefore, most important in valuing property to

see to it that the improvement is suitable to the character
of the location, and if it is not, the land value must
be considerably discounted.

Ii8



THE STANDARDIZING OF REAL
ESTATE VALUATIONS

IRVING RULAND

When Appraisers Disagree-Need for Exact Ao-
pr...al.-Neighborhood Experts Best Qual fied!-Pecuhar D.strict Conditions Affecting Values-Cen-
tral Appraisal Committees

THE fact that leading appraisers rot infrequently
differ ,n their vakmtions of property by as much
as 5o7e, raises a doubt as to the soundness of

the appraisals, not only of these men. but also, as aconsequence of the appraisals of men less prominently

trh" H f P^°/^^^'-- The demand is for' valuations
which shall be. m all cases, approximately exact- for
the establishment of some official oodv of high character
so composed that it shall be qualified to make exact
appraisals.

•

It is generally accepted that value of real estate restson two fundamental factors, namely, income capacity,and the certainty that the income will continue. Tobe able to decide rightly as to whether the income ca-
pacity of a property is increasing or decreasing, or isbecoming more or less secure; to analyze clearly the
causes producing these changes, and to conclude cor'rectly
as to the stability of such causes, one must have intel-
bffence supplemented by experience in real estate mat-
ters. Especially one must have the intimate knowledge
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concerning a property and its surroun.lings which onlv
a prolonged and careful study of them can give This
special knowledge is obviously more within the reach
of a man actively engaged in the real estate business
>n the particular section where the property lies than
of anyone else.

It is undoubtedly true that an experienced real estate
man is qualified in a measure to estimate values in sec-
tions not familiar to him by outward signs and general
conditions, and by the aid of such records of sales and
^ -gages as are available (data indicating what some-
one else, rightly or wrongly, estimates the value of
property m timt neighborhood to be). But such a ^a!ua-
lon .s. at best, only a skilful guess vhen compared

to the valuation give, ;,y a man of equal experience
and integrity who ha. the intimate acquaintance that
specializmg in a particular neighborhood gives
New York is a vast complex city of dwellings, factories

and houses of commerce. Its physical restrictions neces-
sitate its development along unique lines; its popula-
tion is more diverse than that of any other city in
the world. All of these elements add to the difficulty
of the general appraiser, and emphasize the necessity
for special knowledge. As one studies the city it falls
naturally into sub-div-sions that are fairly homogeneous-
the financial district, the dry goods district, the whole-
sale grocery district, the lower East Side tenem.^nt dis-
trict, and so on. In each district the requirements of
the tenants are of a certain kind; the rents that can be
paid have certain limits; the leases date from fixed
months. Changes are constantly taking place; some ob-
vious to all, others subtle and apparent only to the careful
observer. To have an intimate knowledge of the con-
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Standardizing Valuations

<Iition.s and changes in a district a re! estate man must

hanCn el;' "" '" """'^^ opportunities

in his Itrict
" "

"'^'"'" ^''"'^' '•""^'^'^^'^ °^ values

Hesid^s special knowledge, character and judgment are•>f he h.ghest .mportance. If, therefore thVe wereeslabhshed a central bo,Iy known to be compose 1 on

h

IJ

men of h.gh .character, whose n.mbership i ,: ,
i

1
achng .specahsts in the city, it should be co u-

fT \'''"' '"'"""'^^'^ '^''' ^°"'^' be accepted as

: ; an h-:;""!
'''' ^'""'' '^^''^'^ ^-^ spedaltLl.

posll It K ^'"f
^«'">^'"^^'^^". «o far as it is humanlyposs.ble has been brought abc.ut. From the membersof th:s Board, an Appraisal Conunlttee has been selectedwuh speaal reference to the qualifications of thHerent men upon it in respect to character ju^d speaa. '^^owledge of different sections. \^aluftbn:are given ., nien m whose district the property tobe appra.sed hes. Their joint opinion, checked If Lcessary. by the chairman or vice-chairman ofthe Con

"

mitL '/ 1 u
'"^v^'"^"* to^vard an appraisal com-mittee of this character is recent anrl .'fc i i

necessarily slow But in Z \ '^s development

the most r.,!; u ,
^ J"^'s:"^ent, it representstne most reliable method available for standard. r.n^

appraisals of real estate in this city.

^'^"^^^^'^'"^
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HOW PROPERTY IS CONDEMNED

JOHN H. HALLOCK

Sovereign Power—What Is Private Property—Con<
demnation for Parks and Public Places—Assess-
ments—Increased Valuations—Water Front—School
Sites—Street Improvements—Hardships for Owners
—How Experts Work

UNDER the old feudal system in vogue in England
from tlie time of William the Conqueror, all land
was owned by the crown or the sovereign. Their

subjects had the use of this land as a grant in return
for the services rendered by them. Such great abuses
grew from this ownership that in 1215, at Runnymede.
the subjects of King John forced upon him the execution
of the Magna Charta, which provided that the land of
subjects could not be taken from them without just

compensation. Here the first limitation was placed over
the sovereign power. This provision is recognized and
followed in most constitutions since that time.

From this limitation sprang various rules and pro-
cedures which are followed in acquiring title to private
property for public uses or utilities.

The inherent sovereign power is held by the people
or government over estates or private property of in-

dividuals to take back or appropriate the same for public
uses and for public uses only, and may take the same
without reference to the burden imposed on any one
else. In the United States the right can be exercise. 1

either by a State or the Federal Government. ' Legi
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How Property is Condemned
lature has the power to decide whether the property
hall be taken for pubhc pi,rj>o.ses. but not to take itfrom one man for public uses and then transfer it to

another It is not necessary for the ,K,Nvcr to be used
for he benefit of a whole com.nunity. It can h, c-xer-
cjsed ,f a great number of inhabitants are to be benefited
Ihe mode of exercising this ,,ou.r is regulated by om-
st.tut...na provisions an.l by statiUes. The wliole right
IS controlled by constitutional anicn.lnients to Article Vof the Constitution of the United States as follows:Nor shall private property be taken for public us*
without just compensation." This same right is recog.
nized generally by all civilized nations.

What Is Property?

One must be careful to understand pr..perlv the mean-
."g of the word "property"; for property itself is nothing
"lore than the right to own. enjoy and dispose of. which
alsx, includes the use; in fact, it is nothing more than
a bundle of rights, to be handle.l in anv way one sees
ht. and used without curtesy or permission of anv one
and may be disposed of after the death of the owner
in the way he may have wished or specified.

Public Parks and Public Places

Land required for public parks is acquired in Xew York
in much the same way as streets. First, there is ademand in the section for the improvement. Next the
petition IS presented to the Local Board, and then to the
l.oard of Estimate and Apportionment for the lay-out
It ,s then returned to the Local B.iard for the purpose
of acquiring title and then back again to the Board of
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Practical Real Estate Methods

Estimate and Apportionment and direct to the Cor-

poration Counsel to begin the proceeding.

It is not necessary to present the matter to the Local

Board at all. The matter may be brought directly to

the Board of Estimate and Apportionment which has the

power to initiate the proceeding.

»"»,

!; 1!

Assessments

The present policy of the Board of Estimate in the

matter of acquiring title to property for public parks,

and public places which increase the street area, is for

the City to bear half the cost and the other half is assessed

upon the property benefited. This has had a depressing

effect upon that part of the public who believe that every

man should have a public park in front of his house.

But now, when it comes to paying for the improvement,

the owners whose properties are assessed with half the

cost of the improvement usually object vigorously. Here-

tofore, the entire cost was borne by the City of New
York and public parks were always in demand, but

under the new policy of the Local Board, the entire

situation has changed.

An amendment to the present system of acquiring

property has been suggested by some able minds. They
suggest that the City not only take the property which is

actually required for the improvement, but also all the

property that is deemed to be benefited thereby. For in-

stance, if a very large plaza or public place is required by

the City, the value of the surrounding property may be

tremendously increased. The plan is to acquire this

property also and let the City sell it at public sale, and

reap the benefits of its improvements. Those opposed
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to the plan claim that the City is reimbursed through
mcreased taxation. Nothing has ever been done on
this Ime It IS simply a suggestion, but some day somethmg of this kind will be adopted.

Docks and Bridges

Water fronts required for use by the City of NewYork are acquired as follows: The Commissioner of
Docks under Section 822 of the Charter, is empowered,
with the Commissioners of the Sinking Fund, to desig-
nate and acquire title to docks, water fronts and all
wharf property for the needs of the city. He is also
empowered to purchase at private sale any of the prop-
erties required, and if this cannot be done, to institute
the usual proceedings to acquire same in condemnation.
When there is a public necessity for a bridge im-

provement, the Commissioner of Bridges designates the
property to be acquired. Then, with the recommenda-
^on of the Board of Estimate and Apportionment, the
Lommissioners are appointed in the same way.

School Sites

A complaint is made to the local school board in any
district, on account of lack of room and accommodation
and of not taking care of the children of the district
This board reports to the Board of Education the over-
crowded condition, and recommends that the present
site be enlarged or some other be selected. The Board
of Education adopts a resoli-Mon requesting the Board
of Estimate to acquire the parcel for school purposes.
The Board of Estimate either authorizes the purchase of
the property at private sale or directs the Corporation
Counsel to commence condemnation proceedings, to secure
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Practical Real Estate Methods

the property. The Corporation Counsel then advertises

for ten days in the City Record and some other papers
that on a certain day he will apply to the Supreme
Court for the appointment of three disinterested citizens

as Commissioners of Estimate and Appraisal. After
they are appointed, the Corporation Counsel advertises

for another ten days that on a certain day the Com-
missioners will appear in Court to qualify. After they
have qualified, they examine the property and arrange
a date between the owner's attorney and the Corporation
Counsel for the first hear ng.

The owner has the right to open and close the case.

The owner immediately proves his titles and, if there

are mortgages on the property, the owner of the same
proves his ownership of them. The owner, through
his experts, proves the value of the property, and the

Corporation Counsel then proves his valuation. After
the Commissioners have gone into the case thoroughly,

they make a pieliminary report of value.

If the report is not satisfactory to the owner, he files

objections to the report and is again heard by the

Commissioners. If they deem it proper, they may in-

crease the award. The motion to confirm the report
is then advertised by the Corporation Counsel. The
Court then confirms the report, and the Comptroller
pays the amount of the award.

Street Improvements

Under the form of local government provided by the

Greater New York Charter, a local board is authorized

to initiate proceedings for the opening, closing, straight-

ening, paving, sewering, flagging, curbing, regulating and
grading of streets that lie within its district.
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How Property is Condemned
The local board is composed of the aldermanic districtm which the local board is situated, together with the

president of the borough. If the property affected liesm more than one aldermanic district in the same bor-
ough, all the aldermen of the districts and the president
of the borough compose the local board. If an improve-
ment is required within a certain district, the local board
of this district adopts a resolution recommending the
improvement to the Board of Estimate and ApporUon-
ment.

*^

Street openings are begun as follows

:

The local board adopts a resolution to lay out a certain
street, or to sewer, pave, regulate, grade or change the
grade of a certain street. This resolution is sent to
the Board of Estimate and Apportionment. The Board
of Estimate and Apportionment, if it approves the reso-
ution, makes its resolution, laying out the street or
the improvement as designated by the local board, or
modifying it, as it deems proper. The matter again
comes up before the local board, which adopts a res-
olution recommending that title to the improvement
be acquired by the City of New York. This matter is
then again presented to the Board of Estimate and
Apportionment, which lays out an area of assessment on
which the cost of the improvement is assessed. Public
hearmgs are given for this purpose. Notice of this
hearing is published in the City Record and other cor-
poration newspapers for a specified time, setting forth
a date when the Board of Estimate will again consider
the matter. At this hearing an area of assessment is
hxed and the Corporation Counsel then makes applica-
tion for the appointment of Commissioners of Estimate
and Assessment.
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All of the Commissioners must reside within the

borough in which the property affected ies.

Formerly all of the Commissioners sat as Commission-
ers of Estimate and Assessment; bi.t now two act as

Commissioners of Estimate and one as Commissioner
of Assessment. These are designated by the Court who
makes the appointment. Formerly the compensation of

the Commissioners for one hearing was $io, but now
it has been reduced to $5, and they are obliged to sit

at least one hour at each hearing. After they are ap-

pointed by the Court, they give notice to the persons

whose property is affected to file their appearances and
claims, and that the Commissioners will conduct a hearing

on a date set. On or before that time owners can present

their app^iranees and claims in writing to the Qerk of

the Com»-iussioners.

Proving Title and Value

Then the matter of proving titles to the various par-

cels affected is taken up. Formerly titles were proved
before the Commissioners, but this was too expensive

to the city, and in order to reduce the cost of these

proceedings and the number of hearings before the

Commissioners, it was determined that titles be proved
before the Corporation Counsel! Therefore, the question

of title does not come before the Commissioners at all,

unless a point is raised by the Corporation Counsel,

The owners then prove value and their witnesses are

submitted to the cross-examination of the City and by

the attorneys fcr the owners. Both sides sum up and

the proceeding closes. Notice of the preliminary report

of the Commissioners is given by publication. If any
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How Property is Condemned
objections are found by the owners to the preliminary
report, they are submitted in writing and filed ObTec-tions are heard before the Commissioners. The finalreport ,s then made and notice that the final report wil

^l Y^^rl^
^'"^""'^ '^''^'^ ""'''' '" '^'^ City o?

Hardship for Owners

selttedThe''
' ''"'' ^"' '"^ improvements has beenselected the newspapers get the news and it is oub-hshed broadcast that on or before a certain dly'theOty wdl erect on a certain location a fire house or a

down th' I
^?!"' '*'*""' ' '"^'^^ ^PP^°^^h, or will tearclown the buddmgs and develop the location into a parkThe tenants see the plans clearly and immediately seekother quarters, fearing they may be turned out at anvtime. Th,s ,s the time for the small boy and thiefThe small boy thinks that the property is his. and titbroken wmdows are expected of him or he is not livingup to his reputation in the neighborhood. He lives upto his reputation all right. The thief then gets in hishigh art and removes not too carefully all gas fixtures

copper boilers, and lead piping, and the owner in despl
'

begs the last remaining tenant to remain, r^nt free tokeep the neighborhood trom using what is left of 'thebuilding for firewood. The building is now a wreck, andnothing like it was a short time agQ.

City Photographer

The City again treats its citizens in a most magnani-mous way by sending the photographer around fo get
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a picture, and he gets a good one, and, in fact, only

too good, for when testimony is taken, sometimes many
months after, the owner is confronted with a fine picture

of his property in a most dilapidated shape, and unless

the owner had the foresight to have a photograph taken

at the time the property was selected, the impression

made by the City's photograph is very bad. Why not

treat the owner fairly and reimburse him in a proper

manner after taking his property and depriving him of

his income? Give him a proper amount for his property

and give him the satisfaction of knowing that he belongs

to a city whose property holders are treated in a fair

manner.

Expert Modes of Procedure

The first thing an expert does after being retained

is to examine the property in question very carefully.

He examines each and every building from cellar to roof

—first as to its general condition of repair ; then as to the

number of apartments and stores, if any, and the number

of rooms in each apartment. He draws a diagram of

each floor, showing location of all the improvements

and the staircases, examines the kind of roof, and also

the cellar, as to whether concreted, flagged or what,

and familiarizes himself with every detail, so that he can

be asked any question regarding it. Then he ascertains

whether the property in question is a key, or has a

controlling influence over the adjoining property. For

instance, it may be next to a corner and partake of

the value of the corner, and might absolutely control

the same. As the next step, he proves the value of the

land by actual sales he has made in the neighborhood,

or that have been made, so that he can substantiate his
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valuation as being the actual market value at the time
title vested in the City.

Plottage

If it is a plot 25x100 up to 50x100 and has no im-
provements in the line of buildings that, if occupied,
will yield an income sufficient as a carrying value, 5%
of the market value is added as plottage, and the building
or improvement loses its identity. If the same con-
ditions prevail with a plot 50 feet front by 100 feet in
depth, or more, and the building or buildings are not
an adequate improvement, the buildings entirely lose
their value, and 10% of the market value of the entire
plot IS added as plottage. But if the buildings are an
adequate improvement, then he proves the value of the
plot of ground, either one lot or more, and the buildings
add so much to the value of the land.

#''f

l*j

Value by Sales

In stating the amount of damages in the proceedings
the entire amount must be given, then the value of the
land and then the value of the improvements. As I have
said before, the expert proves his values by recent sales,
and he should be careful to enumerate the most advan-
tageous sales that have been made; for the Corporation
Counsel takes the expert in hand and endeavors to tear
his testimony limb from limb. He will have a list before
him of all sales that have been forced through fore-
closure or partition, and also where heirs have been
compelled to sell their undivided interests, etc., and, in
fact, he will do everything to discredit the testimony
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of the expert. If he has testified in any previous pro-
ceeding, tlie testimony given at that time will be taken
up to show that he may have altered his theory since
testifying before, although ten years may have elapsed
and conditions all have changed. Then the expert for
the City takes the witness chair and of course endeavors
to prove the value of the said property, and will say
the value is several thousand dollars lower than the
amount the expert for the owner has already testified
to, and uses as a basis the sales that the Corporation
Counsel has used, anti which were furnished by the
City's expert. He is then cross-examined by the owner's
attorney, and after arguments by both attorneys the case
is closed and the Commissioners take the entire case
under consideration and make their awards.

.? '*^if

Value of Remainder

Certain property taken through condemnation may be
only a portion of a large tract of land. If a considerable
amount is taken the owner may be entitled to con-
sequential damages, owing to the fact that the remainder
of the plot would be too small for adequate improvement
which would yield a proper income. The valuation is

made as of the date the title vested in the City; and
although the remainder may greatly increase in value
in the very near future on account of the contemplated
improvement, this must not afTect the award for the
property taken. The remainder may become a corner
or a key to a comer, or a controlling factor of a comer.
It may also immediately adjoin an entrance to a bridge
where traffic would be multiplied many hundreds of times,
and where a building could be erected that would pro-
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duce enormous rentals. Still this has no bearing onthe original award. *

Why Experts Object to Testifying

The objection most real estate experts have against
appearing in proceedings of condemnation is the factthat they consume so much time that the pay is not
sufficient to reimburse them. For instance/an exper
s requested to value a piece of real estate, withindea of appearing m a proceeding. He agrees withthe attorney as to terms and gets ready. AfTer getting

a e heirrT ;" ^'^ f^ '^ ^"^"•^^^^' --"^^tion!are held. The time of first hearing is arranged. Heattends meetings and finds that only two commissioners

own./^^n '
'"^^ '^^' '^' ^"°'-"^>' representing the

IS at he^fi r H
''°"'' ""'"^ ^'^ ^"^'^^ --'"Ssion

•s at the first hearing when experts are qualified. This

Thfr/"
1^"""^"^^"*' ^"^' another date is arranged.

This time the Corporation Counsel is unable to be
present and another date is fixed, and so it goes. Finally
he IS heard on his direct examination, and then more
adjournments are taken. Next he learns that the damage

fZ .^t department and the surveyor is placed onthe stand to ver fy the correctness nf tu^
TK.-e Ar. .1 ^ torrecrness ot the new map.This done, the Corporation Counsel moves that the direct
testimony already given be stricken from the records,
as the map was not correct and the figures were allwron^. After his figures are all correct, the expenhen undergoes his direct examination. The Corpora-
tion Counsel commences the cross-examination. These
delays have consumed two or three months and 15 or
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20 adjournments, so that Tor his expert services he
receives a very small fee, probably at the end of a
year, and in some cases two or three years, for he has
entered into an agreement with the attorney representing
the owner to receive his money after the award has
been paid.

Abuses of Condenuiation

Hon. Herman A. Metz, Comptroller of the City of
New York, on January 31, 1908, sent a communication
to the Hon. Charles E. Hughes, Governor of he State
of New York, setting forth the unjustifiable squandering
of enormous amounts of money through condemnation
proceedings, and quoted many instances. In 1907 Com-
missioners made awards of $6,598,672.20 for property
for public uses other than street openings and $6,934,-

063.34 for street openings. The total was $13,532,736.14.
The Comptroller purchased at private sale property to

an amount of $6,353,099.78 as authorized by a resolution

of the Board of Estimate, and this, added to the amount
paid through condemnation proceeding"?, makes a grand
total of $19,885,835.93, and this is about the yearly

average paid for property taken for public improvements.
The City has at the present time under contemplation or

discussion over $100,000,000 worth oi real estate, and
this does not include the Catskill watershed and aqueduct.

In the case of the extension of Riverside Drive between
158th and 165th Streets, the Commissioners made an
award of $1,000,000, but afterward reduced it to $600,000.

In the matter of the approach on the Brooklyn side

of Bridge No. 3, the awa of $1,000,000 was reduced

10%, as the City had paid 6% for two years after the

title had vested in the City. In the case of the extension
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of High Bridge Park the Commissioners made a partial
repo'» resolving an award of $820,000, with only two
parcels in one plot under discussion. Three years have
been consumed and interest charged at 6% per annum
and special counsel employed at a salary of $5,000 per
annum. This does not include the Commissioners' fees,
which will probably be $4,000 each.

Before closing this matter I would like to mention
a commission appointed twelve years ago to take tes-

timony regarding property at Purdy's Station, part of.
which has been used for years for the Cornell Dam.
The report has just been made, and the award is $70,000
to owners, the interest is $50,400, and the expenses will
be at least $40,000 more, making expense $90,400 to
condemn property worth $70,000.

M

If I
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New Plan for Condemnation

The mode of appointing commissioners as now pro-
vided should be changed and entirely removed from
politics. The power of appointment :

'-'^"M rest with
some reputable body of sound hard-headed business men
like the Chamber of Commerce or some similar body
or organization. The city should be divided in sections,
like south of 14th Street, East Side; south of 14th Street,

West Side; 14th Street to 59th Street, East Side; same
on the V^est Side; iioth Street, East Side; same on
West Side; iioth Street on East Side to Harlem River;
West Side to West 150th Street; Washington Heights;
Bronx. Three, six, nine or twelve commissioners could
be appointed to each district as the improvements might
warrant or according to the population. Each com-
mission should be comprised of three men, the chairman
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being a member of the bar at a salary of $10,000 |)cr

year; the other two members should receive $7,500,
and be appointed for a term of years, during their
usefulness to the community or until they arrive at
the age of seventy years. They should hold sessions
every day in the week except Saturday and Sunday,
and for the same number of hours that court is now
held by the justices of the Supreme Court. These
Commissioners should act only in case of a dispute
between the City and the owner of the property the
City is about to take. All property should be purchased
within sixty days from the dav it is selected for a
public improvement and paid for on the day on which
the title is vested in the City.

The price should be arrived at by two or three real

estate experts making their appraisals for the City and
finally agreeing on an amount among themselves as
proper to pay for the property. This amount should
be paid o. the day of taking title; and if the amount
is not acceptable to the owner, he should be allowed to
accept this amount as part payment and go before one
of these sets of commissioners, according to the district,

and prove the value of his property, and endeavor to

get the diflference between his figures and the amount
he has been paid. An example, for instance, would be:
The owners value is $200,000; the City pays $150,000.
The owner goes before the commissioners to secure tin-

diflference, or $50,000. In this manner, the owner has

$150,000 in cash that he can use immediately; and onl\

$50,000, or whatever amount he is awarded, is tied up for

an indefinite time, and drawing interest from the time
of taking title up to the date of payment of award at

6% as now provided.
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Amendment to Conttitution

Senator Brough has introduced a bill at Albanv oro-v^dmg for an an,cndment to Article VI of I "' Stl^Const. ut,on as follows: The Legislature may tabfsha court of record in any county not contained wihothecouju,es w.thn, a city or in any city containing wTthfnts boundaries more than one count v. which cLTZ^.be vested w.th origmal jurisdiction' in procecdmgs forakmg pnvate „ro,K.rty for public use. assessingXtyfor benefits and awarding damages, and in the pro«e7ngs for he review of assessments of property for taxa-o- Judges of such court shall sit without jurv Thevhall be appomtec in such manner and hold office f'rsuch term as the Legislature mav prescribe
In order for this resolution to' become an amendment

t .s necessary for the Legislature to pass it at thTs ses^on

to the people to be adopted by a majority vote.

METHODS IN OTHER STATES
The following data as to the methods of condemna-.on .n other States of the United States and "n Zyore.gn countries have been compiled with a view toupplymg mformation to those interested in leg slltive•mprovement of condemnation practice.

''^'''^*'^*^

Maine

Private individuals and corporations obtain nVht ofcmment domain in Mame by an act of the LegLfaLre
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granted to them specifically. Towns may take lands for

highways under a general statute, and disputes as to

damages are settled by the County Commissioners' Court.

Maryland

The usual method employed in Maryland is for pro-

ceedings to be taken in any of the courts and a jury

impanelled to hear evidence and fix upon the price to

be paid.

Michigan

Private property may be taken for any public im-

provement in Michigan. The City Attorney institutes

the proceedings before a Probate Court and a jury.

The jury hears evidence; views the place of improve-

ment, and makes the award and provision for payment
of all mortgages on the property. Should the first jury

disagree another is impanelled. Any party aggrieved

by the judgment of confirmation may, within ten days

after entry, appeal to the Circuit Court. Within one

year after the confirmation of the verdict of the jury,

or after the judgment of confirmation shall on appeal

be confirrred, the counsel shall set apart and provide

in the Treasury the amount of compensation to the owner

or owners as awarded by the said verdict.

U i:

Montana

Property is acquired in Montana by private purchase,

but if no agreement can be reached, application may
be made to the Court. The Court appoints a commis-

sion of three persons who fix the price, which can then

be accepted. If rejected by either party, the case goes
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directly to the Court, and a jury of twelve decides what
the compensation shall be.

Connecticut

nJh
"""

^'T"?
°^ ^"^ ^'^'' institution in Connecticut

need more land, they have the power to purchase it.
f possible, at pnvate sale. If they cannot agree with
the owner on a price they make application to the Supe-nor Court, and three disinterested men are appointed

rennVrT'r ""''^ "^" '''' P^^P^*"^-^ ^"^^ -ake areport to the Court. If the report is not satisfactory,
another committee of three is appointed. If the report
s accepted, .t .s considered as judgment for the ownerfor the amount of the assessment made by the committee.rhe property however, cannot be used or enclosed untilthe amount of the assessment is paid to the owner.

Idaho

Property is condemned in Idaho for public purposes

ffnLT:'T'"'V' *'^ P^^^-^ ^^^"^'"^ '- obtain
It. m the district court of the district in which the prop-
c ..y IS situated. The amount of remuneration is leftto a jury. In .certain cases a board of commissionersmay be appomted by the court to assess the damages
sustained, and their determination of the amount odamages^^ay be accepted as final by the parties to

North Carolina

^rlnL'fl ^! "°"^^'""^t'°" •'" North arolina isgranted to bridge companies, canal companies, electriccompames. mill owners (limited), plankroad companies.
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Practical Real Estate Methods

railroad companies for right of way or to construct

union depots, street railway companies, telegraph and

telephone companies, and turnpike companies.

Vermont

The selectmen of a town in Vermont determine the

portion of lands required for a public purpose and

thereupon appoint a time and place for hearing upon

the question whether such lands are required for such

purpose. Notice of this hearing is given to all persons

interested, either personally or by written notice. At

a hearing, the selectmen ascertain the damages sus-

tained by such interested persons through the taking

of such land. The damages are then tendered to sucl.

persons. An appeal usually lies from the decisions of

the Board of Selectmen to the County Court, both

upon the question of the necessity for taking such lands

and also upon the question of damages. The County

Court thereupon usually appoints commissioners to sit

in the premises. When the commissioners file their

report, the Court passes judgment thereon as it deems

right. Sometimes, special provision is made for the

reference of a question of damages to one or more dis-

interested persons or to a justice of peace, who may
thereupon appoint commissioners to appraise damages.

Washington

In the condemnation of property in Washington much
can be done by a common carrier, or some corpora-

tion that has ?. public or quasi-public function. Other-

wise, on general principles, property cannot be con-

demned. For instance, a railroad, to be able to condemn
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property, must be a common carrier, and not a private
road of any kind. To condemn property, an action
in court must be brought where the parties cannot agree
If they do not agree that the trial judge shall settle the
price, a jury must be called to do it.

CONDEMNATION IN OTHER COUNTRIES
For the following information as to the methods of

expropriation of property in many foreign countries
the writer is indebted to the American ambassadors.'
ministers and consular representatives in the several
countries.

Cuba

Laws governing procedure for the condemnation of
property in Cuba were made December 15, 1841 and
in regulations of July 10, 1858. and the instructions of
September 28, 1865. In the case of condemnation for
railroads, there are special provisions governing the
procedure in the railroad law known as Civil Order
No. 34 of 1902.

Nicaragua

Expropriation for public purposes is not made in
Nicaragua without the indemnity provided by law. The
Law of 1883, summarized, is as follows: That a com-
petent person give his opinion as to suitability of prop-
erty for the purpose required ; if he favors it, it is de-
clared of public utility. Appraisement and indemnity
follow. '

Roumania

The laws of Roumania are copied after those of
France. Briefly, no property may be expropriated ex-
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cept for public use and a commission must decide the

questions. The property must be paid for in advance

of actual expropriation.

Argentine Republic

As nearly as can be learned, Argentine Republic has

made greater strides in law governing the expropria

tion of property than any other South American repub-

lic. No person can be deprived of his property except

by reason of public utility, and upon a just indemnity,

proper expropriation proceedings having been previously

instituted. By "just indemnity" is understood the pay-

ment not only of the actual value of the property, but

also of the direct damages ci tsed by the expropriation.

Whenever the nature of the expropriation is so necessary

that it is net possible for proceedings of any kind, the

public authority may, under its responsibility, dispose

of the property immediately. Railroads receive merely

the right of way, and, unlike railroads through Western
States do not receive several miles of property on each

side of the railroad along its entire length. Th'S was
contrary to our methods and did not appeal to American
capital, with the result that South American railroads

were almost entirely built by European capital, a portion

of the same being deposited with the government and
returned to the company so much per mile as the work
progressed.

China

No condemnation laws are needed as all the titles

in China are vested in the Kniperor who leases them to

his subjects for terms deemed proper.
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Cosu Rica

When the government of Costa Rica needs or authorizes
the expropriation of private property, it publishes a decree
stating the fact and the public reasons therefor and
names a date for the appointment of experts to fix the
value of the property. On this date they meet, and.
If they do not agree, appoint jointly a third expert. The
majority decide the value due the property owner. The
first two experts are appointed as usual, one representing
the government, and the other the property owner or
owners. The government pays the amount fixed and
takes possession.

Mexico

When property is condemned in Mexico for public
improvement and the owner or owners do not ag^ee
to the valuation set by the tax office and the known
value of the property, the Federal District Judge appoints
an appraiser and requires the owner to do likewise in
(8) eight days. Though the appraisers can accept or reject
their appointments, they can not refuse to act once
they have signified their willingness. Should the owner
not appoint an appraiser, the Judge, acting cx-omdo,
or at the instance of the public prosecutor, requir -s him
to do so within forty-eight hours. Otherwise, the valua-
tion of the state's officer will be accepted. If valuations
are not submitted within eight days, thev suffer a fine
for each day. If at the end of the second eight days
one valuation is submitted, the award will be based on
that If neither is submitted, the judge will appoint a
third appraiser to settle the matter.
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Brazil

Property expropriated in Rrazil cannot be paid for

to a greater extent than lo or 15 times its rental value.

Should there be any disagreement regarding the amount,
the government is authorized to pay the minimum price

demanded or stated, take iiossession of the property and
pay the difference as soon as agreed between the gov-
ernment and the owner. Property can be expropriated
for any public improvement. If the property taken is

more than one-half of the total plot, or if the most
valuable part is taken by the government, the owners
can force the government to take the entire plot.

Peru

The Law of Expropriation of Peru, October 25, 1900,
provides that property expropriated for public utilit\

must be valued immediately and an appropriate indem-
nity handed over previously, and in cash. All works
destined to serve for the general good of two or more
towns or provinces are considered for public utility.

In all cases of compulsory expropriation, beside the price

at which the property is valued, an extra one per cent

must be paid to the owner for good will and five per

cent as indemnity.

Persia

At present there is no legal method by which property

can be condemned for public improvement in Persia.

Real estate can legally be taken from an owner 'for sucli

improvement only, with the consent of the owner and
on terms agreed to by him. But property wanted by

the government is taken by force, providing the owner
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prevent tins being <Jonc.

Siam

The only property exprcpnatcd in Siam is for railways which are c.uned nrincinallv l.v !
There am hnt f«

*-" Pr'nupalh In the government,icre arc but few roads an.l these are near JSanirkokAlmost all communication is carried on bv vat 'as'the.r mode of travel is through canals. If uj e Inalare extended, it is usually through waste la d and aag:reement ,s reached direct with the owner a^he i-iy too happy to have the improvement Wh ^ anew radroad ,s to be built or lines extended a rovalproca„.at,on is issued and the land stakecl out bv suvc ors. Commissioners and owners try to agree ea hcajlmg m an arbitrator, if necessary,' and Lally ^
Chile

No one can be deprived of propertv in Chile excenthy judicia decree or hv ri^Ut ,( '
.

^^^^^^

":.ich las. case .he o, . t . e:;::™',.''T'"'
'"

;..
which he a,.ees or .hich i! Z::t ^J^^'Z^n case the ..wner and „,e ,.„,e„„„e„. cann^ Zl^ach a, po,„,,, an aj.praiser and. in case „f a tie aS- ap,=o,n.ed. Only ...vpcr,, of highest repnt ca„ tGovernment an,, n„„,icipa, en.ploA-cs are'barrrfr

'

scssfor.
°""" " "'"«'='' '° «« "P PO-

Morocco

There is no law existing at present covering con-•iomnation of property in Morocco. Under the General
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Act of Algeciras, however, the condemnation of the

property for public improvements is provitled for, and

regulations regarding the same have been drawn up

by the Diplomatic Corps at Tangier and the Shereefian

Delegates and submitted to their respective governments

for approval. These regulations are, however, not in

execution pending the settlement of dynastic questions

and others in that country.

\t y

Haiti

The government of Haiti notifies the owners that it

is willing to pay for property in question. Fifteen days

after this the owner notifies the government as to whether

or not he accepts the government's offer. If the gov

emment's offer is not accepted, the owners are sum-

moned to appear before the Civil Court for the purpose

of regulating the matter. A jury of three (3) or six (6)

citizens is chosen from property owners in the section

where the property to be condemned is located. These

jurors examine all documents and evidences presented,

and upon their judginent depends the result, a majority

vote deciding the matter.

Guatemala

The following procedure is necessary to condemn
property in Guatemala:

1st. Declaration of public necessity and usefulness of

the work, in general.

2nd. Declaration that all or a portion of the property

whose condenmation is requested is absolutely necessar\

for the execution of the work.

3rd. Appraisement ^f the property.
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4th. Previous payment of value of same. lu case ofwar the an.lennnty uiay not be paid i„ advance

made b> the executive jx^wer. Tl,e owners of the prop-erty whose con.lemnation is .1,,,,,^^ n,e,,,arv are nod-
fiecl of th.s an<I are alIoue<I three davs to objct hany objecfon .s ,.ade. the governn,e„t deci.ies the quel

After the condemnation of a certain lot is decide<I

XrZ '""'"^^ T '^''''' ^"" ^'- -'^'--ties a^
IK. nt one expert and an umpire to decide upon thevalue of the property. A ,aw enacted after theTnerl^law upon thKs matter establishes that property can becondemned for the assessed value witho t appraisement

Japan

Und in Japan may be condemned for military pur-poses, pubhc works, railways, tramways, or for ampubhc purpose decided u,K.n by the imperial or locagovernments. I„ all cases, except conllcmnation fomilitary pur,K)ses. the project must bear .1... n .

of the Imperial Cabinet " "''P'^^^'"'

After approval by the Cabinet, public notice ofhe condemnation is giv.n by the imperial governmenand by the governor of the prefecture in which the co
cl mned site is situated. This notice gives a descr ptiof the premises an<l the purpose for which they areo be condemned. Special private notice is also Lento he owner and to interested parties bv the governorand an opportunity for private negotiation is allowed'If a private settlement cannot be reached, the case is
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brought before a committee comixjsed f>f the governor

of the prefecture (chairman), three higher civilian offi-

cials and three members of the Honorary Prefectural

Council.* This committee has full power to decide upon

the boundaries of the site, the compensation therefor

and the time and terms of evaaiation and possession.

Appeal may be had to the Home Minister, who has

general supervisory control over all condemnation pro-

ceedings. In cases where a claim of illegality of pro-

cedure or jeopardizing of rights is made, the cause may
be brought before the Administrative Court.** Claims

for compensation different from that awarded by the

committee may be brought before the Justice Court.f

The procedure in condemning land for military pur-

poses is much simpler. The Minister for War notifies the

governor of the prefecture that a certain site is to be

condemned, and the governor in turn notifies the owner
and interested parties. The compensation, extent of

the site and time of evacuation and possession are all

decided by the Minister for War.

« «

Governors of Prefectures are appointed by the Emperor.
"Higher Civilian Officials" are civil prefectural officials appointed
by the Imperial Government at Tokyo. "Members of the Hon-
orary Prefectural Council" are members of the Prefectural .\s-

sembly (which is elected by what is called popular vote) who
are also members of the Governor's Council, a body composed
of the Higher Civilian Officials, and some members of the
Assembly.

**The Administrative Court corresponds somewhat roughly to

our Court of Claims.

fThe Justice Court is much the same thing as the Circuit

Court in Michigan, the Supreme Court in New York—in fact, a

"Court of Justice."
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I., case a comicmnecl site becomes unnecessary forthe ,,ur,.,se f.,r which it was cumlnnne.I. it „,av if aper.o. of twenty years has not elaps.I. ,. ...chaL

b>_^t^he former owner or his heirs at the conde„,nation

iJribery in connection with condemnation proceedings

Leered" ' '"' ^"" '"'P---ent of 'all parties

Russia

No property can be expropriated in Russia for eov-

thTkus
s"'V ''"'"7^"^-"^ --^^V^ i" accordance withthe Russian laws or by imperial ukase.

1 he laws K'overning the expropriation of property are

graphs 575 et scq., and are divided into two sectionsthe substance of which is as follows •

'

I. The expropriation of land in the provinces forgovernment requirements, such as the buiUling of rail-

Tu °:,'^'''t^^^ f«J'«ws this procedure:
rhe Ministry of Ways of Comnu.nication or the Min-Mry of War prepare a project of the railroad, fortress

barracks, etc.. showing what land must be expropltedThe plans are presented to the Council of Ministersand when passed upon are forwarded to the Cou^ ,'

of he Empire, which, having, approved the project pre

rut,W
''' '"^'^^- '-'^ •-- - "^-^ ^orits

ofirr'"'°"'""'!'''
'' ''''^" "PP°'"^^^^ '^>' the Council

?or th.
"''" '

'"''' "'^* ^""""* '"-t b^ allowedfor the expropriation of the land required
The land owners are informed that certain portionsor the whole of their property are required by the gov-
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ernment, and they a/c invited to present to the com-
mittee a vahiation of their proiKTty. If the ommittii-
finds the valuation reasonahle, it may settle the matter
at once; if it finds the estimate pre.«eiited imreasonahle.
it appoints experts to make a real valuation. In making,'

the real valuation these experts invite the landlords ».t

property in the neighborhood and take into considera-
tion the avcra},'e price of land in that district, the price

paid for the land, the itnprovemcnts made on the laii<l.

and the income derived from the land in question, as
well as other local conditions. Ilavinjf arrived at what
they consider a fair estiinate. the experts report to the

Council of the Empire, which decides the amount to be
paid for such land, and the matter is thus ended. An
imperial ukase being above the law, there is no court
to which an appeal can be presented. It frequently
occurs that the government offers in exchange for the

land expropriated other land, sometimes in larger quan-
tity, farther away, and the offer is accepted, in which
case the government waives the stamp and registratitvii

dues for the new title deed.

II. The method of expropriation of land and house-
hold projjerty in cities is as follows:

The manner of procedure for the expropriation of
land and household property in the two capitals, namely.
Moscow and St. Petersburg, is the same as that for

railways and other government requirements. In the
other cities of Russia, while plans must be presented,
in the same manner as above stated, to the Council of
the Empire, the execution of the plans, when approved,
is left to the provincial city authorities and zemstvos.
who in like manner must come to a fair understanding
with the land owners or householders according to the
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laws mentioned ab«vc. They must take into consid-
tration the price for which the land or |,ro,HTtv was
purchased, the value of ,,ro,HTtv in the immediate neigh-
lH)rhood. improvements which may have been made on
the property, an.l lastly the income derived from such
proiHJrty.

:S
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EXPERT TESTIMONY

JOHN MEANS THOMPSON

How to Examine Property—Danger in Speculative
Values—Objection to Rules—Interior Lots—Con-
sequential Damage—Water-front Appraisals—Valu-
ing Leaseholds—Tax. Condemnation, and Court Pro-
ceedings—Capitalization as a Factor of Value

EXPERT testimony is but appraising in -> higher de-
gree, and is the nearest approach to a science that
our profession aflFords.

Let me caution witnesses that in cases in which thcv
are to give expert testimony they should thoroughly
understand the case and study all its surroundings. In
cross-examination they will, in almost every instance.
be confronted by a shrewd lawyer watr'.r^g for an
opening by which he can expose them to sea. .iiing cross-
examination and break down their guard. If their case
is carefully prepared and they have their subject well
in hand and v/ill keep control of themselves, they will

find they are more than a match for the most astute
cross-examiner. His knowledge must be, at best, but
theoretical, while their knowledge, which is gained from
actual experience, gives strength to their case and should
inspire such confidence in themselves as to disarm any-
thing that the opposing attorney may advance. They
should not be hasty in their answers, but sharp, decisive
and to the point. They should be careful not to advance
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an opinion in such a way that it will give offense- shn. ,

,

exercise care and diplomacy. Oftentimerff f .
^'

has no. been co„siute,''':„7,"';^,
<""«*" -Xed

answer
,. „„,i, ,„,.h„ exa,ntaatM' hT.T:"

'"

;-o no. be ,„sco„ce„e/l ,"': r;tTX^f you cannot testify without vour noies for ,>
'

on tifwits. rrr;: b^e'^nt^r"7
calculations deliberatelv It uiHT f

, '

"""^ "^'''*-*

.be ..ne in .His wa. tb^^^
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< «

be of much value to you in the future, especially if

the proceedings are of long duration and the buildings

are likely to be destroyed prior to your giving testimony.

Next study carefully the neighborhood and surround-

ings, the present conditions and any changes that are

likely to take place in the immediate future that will

have their effect on values. I try as a rule to be able

to describe (in a general way) every block contiguous

to the property to be taken. When 1 testified in the

Bellevue Hospital proceedings I was able to detail the

character of every block from 24th to 32nd Streets on

First Avenue and describe the character of the buildings.

In addition I could tell the use of each pier and bulkhead

on the East River from 8th to 32nd Streets. This

covered a very wide area, but I found that it was of

considerable benefit to me in giving my testimony, and

I w' lid advise this course wherever possible.

The next step in preparing a case is to make a careful

study . nd analysis of sales made in the neighborhood.

If much 'ac'.nt property, or pioperty practically vacant

by reason of old buildings, has been sold, and you can

get a line on the prices obtained, it is of very great

assistance. If only improved property is sold the task

is more difficult, for then you have to analyze the

sales; that is, distinguish between the value of the land

and the improvements.

If you have not made many sales in the locality, you

v/ill perhaps have had negotiations for property, and,

I sometimes think, negotiations are of as much value

as actual sales for the purpose of obtaining knowledge

as to values. Failing to have had either sales or nego-

tiations on your own account, you will find that there

have been sales made by others, especially purchases and
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sales by operators. I„ times past, and even now, Ihave had the valuable advice of men who actually in-
vested their money or disposed of their propcrtv Of
course, m suggesting this plan I am assuming thatbefore
any attempt is maHe to qualify as an expert vou havehad years of experience and. if not a wide knowledge
of values ma gwen locality, at least a wide acquaintance
with men whose opinions are worth more even bv reason
of the,r purchases and sales, not as brokers.' but as
pnncipals.

While a competent expert may not have to adopt this
P an. ,t ,s of great value to the expert in the beginning
of his career and it is well to start in this way Withan experience of many years, covering every section of
Manhattan and including some of the largest cases in
the city I always adopt these methods if I am not
absolutely certain of my ground, feeling that a little
extra work beforehand is better than to exhibit any
uncertainty on the witness stand.
An appraiser should also acquaint himself as far as

possible with existing leases, mortgages and projected
improvements in the neighborhood of the property in
question. ^ '

Speculative Values

It is also important that the expert keep himself well
posted as to current values, especially where increases
have been sudden. The expert must learn to differentiate
between a permanent rise and one that is evanescent
or purely speculative. Striking illustrations of this are
the Carnegie boom and the rise in the Pennsylvania
rermmal section. Following the first Carnegie purchase
in I-cbruary. iS<,9. there was a rush to buy on Fifth
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Avenue on "Carnegie Hill." This continued far into

iyo2, and yet I know to-day of many instances where
owners are tr\ing to sell at a great discount or are

holding their vacant property paying large interest and
charges hoping that the figures at which they purchased
will be reached again. On the other hand, there has

been a rise in the Pennsylvania Railroad section and
Times Square, where prices have jumped by leaps and
bounds until it is very difficult for an expert to keep
in touch with the ever increasing values. These values

have continued to rise and will continue to increase by

reason of such substantial improvements as the Penn-
sylvania Railroad Station, the New York and New
Jersey Tunnel Terminal and the establishment of other

subways and means of transportation in the immediate

neighborhood. It is difficult to discriminate between
such permanent and stable values and the fictitious prices

which are the result of a purely speculative movement.
A thorough study of the cause of these sudden rises

will enable a competent expert to decide whether these

v^Jues will fluctuate or remain stationary.

Objection to Rules

There is a general tendency, I think, on the part of

many expert appraisers to follow certain general rules

for appraising property. In some cases, of course, it

is advisable to use certain rules, as I shall point out

later, but for the most part I have found that the judg-

ment of an expert is very much better than any fixed

rule. It has been my experience that no rule will apply

to any great number of cases. The City Tax Department
has certain rules for appraising lots of a greater depth
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.han the standard lot of ,00 feet. There is anothernd for appra.s.ng a short lot known as the HoffmanRule. I doubt If .t was practicable even at the timewhen Judge Hoffman established it. which was. tlil
-8^., ut of one thing I a,n eertain-it is not tc^le at th,.s tune. A short lot must be valued accocling

k'^es a greater value, m proportion, to a short lot than
'

a standard lot. As an illustration, it gives a va ,eto the part ,. the lot .5x50 of $r,.,oo wIk-u a fuut^
- worth but $ro.ooo. In a tenement house dist i
.s scared, necessary for me to say. a part of a ,ot

menfn'"""'r "''^^l^^^^'^^' ""^''^'ved as, under the Tene-ment House Law. a rear yard with a depth of at least
'2 feet ,s renu.red. There are a nun.bcV of other in-stances throughout the city where I could point out the
impracticability of these rules.

Interior Lots

rt is always a difficult matter to Bx the value ofmter.or property. Dy interior property I mean !uclproperty, situated in the centre of a block, as has nomgress or egress. There was a recent case tried in theBorough of Manhattan, in which no decision has been

Hue of th"e bl

'1""'"'^' ''''' '" '" "^^ ^^ ^'- -"^-ne of the block connectmg with two lots fronting onthe street. The owner clain^.l that bv reason of thisconnec .on with the street, which was the more prominent

should be of the same value as that of the value on thepromment street. To ii'ustrate more clearly, let us
suppose the owner owned two lots o-. 23rd St'reet, each
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100 feet deep, and a triangular plot in the rear, the

point of which reached nearly, hut not quite, to 22nd

Street. The contention of the owner was that this tri-

angular portion should be given the value of the 2ird

Street property by reason of its connection with it. I

took the other side of the question and claimed that

the triangular portion should only receive value in pro-

portion to the 22nd Street lots. Had this triangular

poition no ingress or egress whatsoever, I would have

appraised it as interior property and wouUl probably

have deducted in proportion one-third of the 22nd Street

value had it not been for this connection on 23rd Street.

While I was not willing to value the property as 23r(l

Street property, still, having in mind its connection with

23rd Street. I allowed full 22n(l Street value, although

it had no frontage on that street.

Three Classes of Testimony

There are three divisions of expert testimony, as fol-

lows :

I'irst: Condemnation proceedings.

Second: Certiorari proceedings for the reduction of

taxes.

Third. v'Uit proceedings to determine the value ot

property of lunatics, infants and other Court charges.

Consequential Damage

Now taking up the first of these items I would call at-

tention to the fact that one of the most difficult problem'^

of condemnation jiroceedings is tliat of consequential

damage. Consequential damage arises, say, in a plot of
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ten lots in one ownership, five on each street, when for
some puriwse ciglit of these lots iiave been taken, leav-
ing' two lots, one on eacli street. Manifestly the value of
these two lots remaining is not nearly so great in pro-
portion as the value when in a plot, as thev are not so
susceptible of improvement. The same case, of course,
would apply to property that is itnproved where a part
of a building is taken ; the remaining part of the building
often is not as valuable in proportion as it was before
part of it was destroyed.

One of the most interesting cases along this line that
I have had confront me was that of several inside lots
where a proceeding for wi.lening of an avenue necessi-
tated taking some of the lots, a portion of the inside lots
thus becoming a corner. The question then arose as to
tiie measure of damage sustained by reason of taking this
property. The owner's experts claimed that he was en-
titled to the full value of the propertv taken, while, on
the other hand, I first fixed the value of the propertv at
the time of the commencement of the condenmation pro-
ceedings. I had mai)s drawn showing that while the
condemnation proceeding would take part of the inside
property, it would leave the owner with a prominent cor-
ner, thus obtaining by condemnation what he could not
obtain by purchase, as lie had been unable to buy the
corner plot. In addition, he gained a very wide avenue
front for his property, and where the ncighborhnod had
been inactive the improvement greatly enhanced the prop-
erty for business. In view of this cJiangc of situation, i

valued the remainder of the proi-prty at a great deal more
in proj>ortion than I had the original property. I then
deducted the value of the remainder of the property from
die original value of the entire property, the difference, in
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my opinion, being the measure of damage sustained by

the owner. This theory is supiwrted somewhat by the

Charter of the City of New York (Section 822). which

provides for this method of fixing damages in acquiring

watcr-f.ont proi)erty. and why it should not apply to

other properties I cannot see.

Water-front Property

It has been the policy of the city for a number of years

past to acquire water-front property, and as it is almost

invariably acquired In condenmation. you might be called

upon as an expert 10 testify as to its value, ihc value

of the upland is not so difficult to determine. i\nc vvci!,dn

being given to its contiguity to the water front, llic

land under water is more difficult to appraise, and nect s-

sitates a study of the grant under which the riparian

rights were acquired. The value depends very much

upon the amount of improvement necessary by the gran-

tee before he can avail himself of the privileges of the

grant. The value of a bulkhead is not difficult to estab-

lish. The Charter of the City of New York ( see Section

859) provides for the amount of wharfage and dockage

which shall be received, and also provides for the number

of l>oats that can lie at any wharf at one time, so that

these facts being given, it is merely a question of how

much the bulkhead can cam. However, the grant itself,

as I have stated, is the governing factor in cases where

riparian rights are involved.

Leaseholds

The value of a lease or leasehold very often enters into

condemnation proceedings. To fix the value of a lease ( r
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IcasehoKl is very difficult and must be governed by the
conditions and terms under which the lease is held. There
IS a rule for appraising leaseholds which 1 think is fairly
well established. This rule is:

Capitalize the value of the leasehold property at the
tmie of the execution of the lca.se on the basis of the
rental at four, five or six i>cr cent, as the case mav be.
Ascertain the fee value of the property at the present time,
the (hfference between the two signifying the difference
m the fee value. Calculate on a four, five or six per cefit
per annum basis. a> the case may be. on the difTcrence in
the fee values for tiie unexpired term of the lease, and
die result will be the value of the unexpired term of the
lease.

-^

i({

Condemnation Proceedings

In condemnation proceedings vou will often be re-
quired to testify as to the damage caused bv the right of
way through i^roperty such as a railroad over the prop-
erty or a subway under the i)roperty or a damage caused
by the raising <.r lowering of the grade of a street. It
would be impossible to p<jint out any specific rules gov-
erning these cases, a3 each one of them has to be fig-
ure! in accordance with the conditions that surround
them.

Condemnation i)rocee(lings are for the most part ac-
quirements by the city for its own use. or bv large
corporations contemplating semi-public improvements. In
appearing in these proceedings you should bear in mind
that owners whose property is to be acquired will make
every effort to take advantage of the necessit\ of t''

-

purchaser and will almost invariably endeavor to procure
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prices much in excess of the value. On the other hand,

it should be borne in mind that the ow-ner may suffer

extraordinary damage by reason of the forced sale of hia

property, and a more liberal allowance should be made
in these proceedings than under ordinary circumstances.

If you are appearing for those condemning the property,

you will find it much better to make a liberal allowance

than to appear to lower the value, for the Commissioners

will be aware of the hardship that it often entails in

taking property without the consent of the owner. In

fact, it is often taken despite his protests.

' •

Tax Proceedings

The next form of expert testimony is that of certiorari

proceedings for the reduction of taxes. Up to the year

1903, it was a popular fallacy that property in the city

of New York was assessed at two-thirds of its actual

value. Assessors, commencing the first Monday of Janu-

ary, 1903, were supposed to assess property at its full

value. Immediately afterwards a law was passed re-

quiring, beginning in January, 1904, the assessor to divide

his assessment between land and building. Then, indeed,

did chaos reign in the tax office. Gradually since that

time conditions have improved, but the assessors for the

most part are not versed in values, nor do they have the

proper time in which to do iheir work. The consequence

has been that many actions have been brought to reduce

the assessments, sometimes unjustly, the tendency of

everyone being to feel himself overtaxed. It is the duty

of the real estate expert employed in these cases first to

ascertain the value of the property, and then to decide if

the proceedings should be continued or not. This, while

i6a
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it entails a large amount of labor, is not necessarily diffi-
cult. But there often arises a question of inequality of
taxation which is much more difficult to solve. I have
examined and appraised something over one thousand
pieces of pro|)erty in the Borough of Manhattan, and
from my appraisements of these properties, scattered
throughout the borough, I am of the opinion that in the
year 1903. property was assessed at 77.5^? of its market
value; in 1904, 73.8^; ; in 1905, 71.59J ; in v^of,, 74.4^;

.

An unexpected corroboration of this fact occurred in
the recent appraisement of the property of the Consoli-
dated Gas Company, when I appraised seventeen hun-
dred tax lots throughout the Borough of Manhattan. At
tiie time of my appraisement of these proi)erties. I did
not look into the matter of their assessed valuation. It
was a curious coincidence, therefore, that when, during
my examination, the question arose, in an attempt to dis-
credit my testimony, as to the ratio between my appraisal
and the assessed valuation, it was found upon comparison
that this ratio was about 75%. This was a direct sub-
stantiation of my statement that the properties were
assessed at 74.4% of their valuation in the year 1904.

Court Proceedings

The last division of expert testimony is that as to the
value of real estate in the matter of the sale of property
of a lunatic or an infant which has to be confirmed by
the court. This does not require extensive preparation,
so I will not detain you with that, although an expert
should not be less careful or conscientious in these cases.
However, the examination need not be as extensive, as
cro-s-examination is generally perfunctory."
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Capitalization

As correct appraisal is necessarily the basis of expert
testimony, I desire to call your attention to the funda-
mental principle of appraising, and that is capitalization.
Capitalization is the basic principle of valuing real prop-
erty. If the land be unimproved, it is a question of the
value of the land and the character of the building that
the neighborhood justifies, the cost of production, and
tlie income the property will produce when adequately
improved. If the property be improved, the first thing to
be done in arriving at the value is to fix the value of the
land and then capitalize the property on the basis of its

rental value. The difference between the value of the
land and the gross amount as capitalized from the rental
will give you the value of the building. Assuming the
land to be worth $25,000 and the building—a tenement
—rents for $6,500, I would capitalize the property on a
basis of 10%, or $65,000, and deducting $25,000 as
the value of the land, leave the value of the building
$40,000. Of course, when I make 10% the basis of cal-
culation, I do not mean that this holds in all cases. It
would depend on the character, kind and condition of the
building, whether it were new or old, whether it were a
loft building, a residence, office building or apartment
house, its location and surroundings, and as to whether
it was an adequate improvement or not.

While I have said that capitalization is the basic prin-
ciple of valuing real property, I do not wish to be under-
stood as saying that it is the only means of ascertaining
values, but in my opinion it is the most accurate way.
It is seldom that the structural cost of a building adds
that amount to the market value of the land. In other
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Yet, if you will arm yourselves in the way that I have
outlined and appraise conscientiously, never allowing
yourself to be guided by the opinion of an owner or his
attorney, and will take only cases in which you are allowed
absolute control as to values, you will forestall much criti-

cism and at least have the approval of a clear conscience.

3 t
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?-

seven members in the present board, and the numbei is

sufficient and not too large to be effective.

The members of this board, including the administra-

tive head, should be appointed and not elected, as it is

desirable that there should be as few persons as possible

to be elected in order that the issues presented to voters

shall be simple and that responsibility may be centered.

Objection is sometimes made against giving the appoint-

ing power the option to remove at will any appointee,

on the ground that certain positions are essentially non-
political, and appointment for a term of years frees the

official from undue influence; but this system deprives

the voters of control over their own officials by dividing

responsibility, and it is the essence of popular government
that the voters should at all times, or at frequent inter-

vals, exercise the most efifective and direct control over
all public servants.

The assessors who perform the actual work of ap-

praisal should give their entire time to their work and
be engaged in no other business. They should be selected

as the result of a competitive examination, which should

be designed with care to ascertain their fitness for the

actual duties they are called upon to perform; when
appointed, they should be removed only for cause and
after a hearing. The assessors should be sufficient in

number so that no one man should have more than

10,000 parcels of real estate to assess. In a sparsely

settled territory where the parcels of property are large,

and in congested centers where the oarcels are of irregu-

lar shape and values are high, tl.e number of parcels

which "an properly be assigned to any one man may not

be more than about 4,000. Each assessor should be

assisted by a clerk appointed after competitive examina-
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.bn and removable only for cause. In large cities cer-

n'? °/ir''f'°" "^'-^ ^' "^^'^"^'' '^ ^^^«^"tive work

to the one clerk assigned to each field assessor.

Block System

In some cities and in nearly all country towns real

,wl'T''"''"*
:°"^ ^'•^ '"^''^ -••anged alphabeticallv

instead of geographically, and in tnost countrv towns the
assessment of the real estate of resulents depends for its
validity upon the correct designation of the owner This
system unnecessarily injects the personal element, occa-
sionally invalidates the assessment, and worst of all ren-
ders comparison of assessed values exceedingly difficult.
Moreover, the alphabetical arrangement depending upon
the correct designation of the names of owners requires
a separate roll or a different method for the assessment
of the property of residents and non-residents. Alto-
gether, the alphabetical system has nothing to commend
It, unless It be a necessity caused by the absence of proper
maps. ' '

Accurate maps are the foundation of a good system of
assessing real estate. The maps should be prepared in
accordance with the block system, similar to that in the
City of .New York. This system is applicable to both
city and country. An example of its use in countrv dis-
tricts and c^ies as well may be found in the Cadastral
System in the Province of Quebec. The entire province
IS divided into cadastres, the boundaries of which are un-
changeable. Within each cadastre the lot numbers are
changed as necessity requires. The system in the City ofNew York was first established to provide properly' for
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the recording and indexing of instruments affecting Ir^nd,

by (rhapter 166 of the Laws of 1890. This system was
established for the assessment of real estate by Qiap-

ter 542 of the Laws of 1892.

Briefly described, the block system of assessment in

the City of New York is as follows: A land map of tho

city was prepared under the direction of the commission-

ers of taxes and assessments, upon which was exhibited in

sections and section numbers, and block and block num-
bers the separate lots or parcels of land taxed within eacii

of the city blocks. Each lot or parcel of land shown
on the map is designated by a lot number. The lot

numbers commence in each block with Number i and

continue numerically upwards for as many lots as arc

comprised within each block. The word "block" as used

in this system designates a plot or parcel of land wholly

embraced within continuous lines of streets or streets

and water front, and may be more than a city square, but

generally does not exceed 200,000 square feet in area.

Blocks are numbered from number one consecutively

upward. The numbers never change and the boundaries

never change. The city is further divided into sections

the boundaries of which are unchanging, and which are

numbered consecutively from one up; each section is

about three or four square miles in area.

On the assessment rolls the blocks appear consecu-

tively and within each block the lots are placed in ac-

cordance with their location on the streets, commencing
at one corner and proceeding continuously along each side

of the squares which constitute the block. Any lot may
be locatt d rapidly and certainly, either on the assessment

roll or on the map. For the convenience of the assessors,

the maps are bound in volumes of suitable size with a
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key map in the front; the scale of the key map bein^rfrom 300 to 700 feet to the inch an.l the scale of hf
official map bemg 50 ft et to the inch.
The block system has not yet been extended to cover

rapidly as the work can be done and the street system be-comes sufficiently permanent to establish unchangeable
block lines. In the territory not yet covered by the blocksystem the maps are tenjporary and are calle.l tentativemaps. As these maps cover territory neld in large par-
cels, much of It farm land, the scale somewhat vanes
being from 80 to 200 feet to the inch. So far as prac-
t.cable. however, the same system applies in the terrhory
only tentatively mapped. Every lot is numbered, and
s position IS designated by a number on the map and bywd plot and map numbers. The length of all boun-dary lines ,s shown on the maps in feet and inches, andon valuable lots of irregular shape the area is shown in

square feet; on larger parcels the area is shown in ic^s
or acres.

Field Work
Beside the map books, each assessor should have field

books containing columns for the final assessed values
for several years; a wide ...umn for remarks, and col-umns showing the name of the owner, if known, the size
•^f the lot, the number of houses on the lot, the size of
each house, the number of stories in height, the streetnumber and the lot number. Above each block should
appear section and block numbers, and the number of
the volume to correspond with the number of the volume
of the assessment roll. In New York each section is
divided into volumes and the volumes are numbered from

? I
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oil*. ..p consecutively for each section. The volume num-
bers c'lan^fe from time to time as it may be necessary to

increase ..le number of book.s in which the rcctjrd is made
Part of the ofike system should he \hv pro .ervation of

all records giving evidence of value. Thi c.nl index

system is probably the most convenient, and this should

show. a:, neat-ly as may be, all conveyances with the C(jti-

sideration, and if the number is inadequate, a record

should be kept of all mortgages, contracts of sale and

more important leases. In the remarks column of his

field book the assessor should set down such matters of

record and any further information in regard to valiio

that he himself can secure. On both the assessment roll

and record book there should be a separate column for

the value of land, exclusive of improvements.

When the assessor is equipped with map and field

book filled with all available data, he should first deter-

mine the value of the land per front foot for the unit

of depth, which in New York is lOO feet. It will gen-

erally be found moht convenient to set dt'vn this unit

value -'f land on the key m.ip in the map book. Havinij

determii.ed tlie front fo' . value of land too feet deep,

the actual value of each lot is very quickly ascertained.

When lots are irregular in width and depth, when lots

are shorter or deeper than loo feet, ''e value must be

ascervained in accordance with a scale which experience

shows is suitable for the particular city. It is always the

case that land near a street is worth more than lard fur-

ther from it, for all city land is valued in proportioti to

the character of the street en which i" fronts. / city

block may be defined as a oarcel of land entirely sur

rounded by streets, and the nature of this strec frontage

determines the value.
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Importance of Traffic
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appropriate basic tables or scales should be prepared for

the guidance of the assessors. It will probably be lound

that these scales vary but slighth' in difTc^cnt cities,

probably no more than in different parts of the same

city. When the scale is once established and popular-

ized, it not only states a present fact, but to a large

extent determines future values, because land is boup^ht

and sold on the basis of value established by the ale

This fact is shown by the experience of New York, where

for many years the Hoffman Rule has been in common

use for determining the relation of the • -iue of part of

a lot to a whole lot. Although the hcffman Rule i^

crude, it has undoubtedly a large influence in determin-

ing the actual price for short lots.

^I c

Factors of Value

When the assessor has determined and recorded the

value of the land exclusive of improvements on each lot

in his district, or in a section of his district, he will

proceed to determine the value of the improvements. To

secure uniform assessment of buildings and other im-

provements, it is necessary to establish what may be

called factors of value. Architects and builders gener-

ally estimate the cost of a building by its cost per cubic

foot of contents, counting from the bottom of the exca-

vation to the top of the building. This system is

impracticable for assessors because it is too complicated

and requires information not readily ascertained. It is

impracticable for the assessor to obtain the height of

all buildings, to say nothing of finding out how deep

they are below the sidewalk.
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Uiing Floor Area
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must be made for depreciation when the building is old,

or for unsuitability when the building is no longer an

adequate improvement of the site. In most of our cities

population is increasing so rapidly, and business sec-

tions press so fast upon residential sections, that the

suitable character of the building for the site on which

it stands is one of the most important considerations in

determining its value. It is no uncommon thing in the

City of New York for buildings in perfect repair, whidi

would last for lOO years, to be torn down to make-

way for more modern structures. Such buildings add

little or nothing to the value of the land, and their cost

of reproduction is no measure of present value.

L^ 1

i. ,
' «

Correcting Assessments

It is a fundamental principle of our law that notice

to taxpayers is necessary for a valid assessment, and

there must be an opportunity to apply for correction.

There is a notion quite commonly entertained and abso-

lutely erroneous, that a board to hear complaints can be

so constituted that it can secure a fair assessment. No
boaid for the correction or review of assessments has

ever existed that can do very much to correct a poor

assessment. In the City of New York there are over 480,-

000 separately assessed parcels of real estate. The great-

est number of applications for correction since the con-

solidation of the city has been about 10,000, or only a

little over two per cent of the whole number. With so

large a number of applications as 10,000, it is almost

physically impossible to give to each application the at-

tention it deserves, and this statement is made with full

knowledge of the fact riiat not more than one application
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in five has any merit. If all the 10,000 had merit a,i<l allcould be acted upon „i,h suKti.., time and in IhwLthere ^ouM then be corrections as ,0 only ,„o p fc"

„,'
of he total number of assessn.en.s. In spite ofZ ficthat a board of review has very li„le value as a meansof eorrectn,g a poor assessment, it may have veoTrca

hLrH 7^ " ='*«^™<^"t the following year if the

^view has nothi^n^x irrrsre^t ^;"'arjcaled upon ,0 correct, and the experience they gain s

fneal'
''"": '^''' ^""^'^ '"^ experience gaLd

of the ZorT'"'' '"u
'^^'"^ """ *iections is

maktl thTn 7 '° """' ""^ ""•'^" *e work of

Tr,!^. K
"ext assessment. Where the assessing de-

bralard t;:

^'"^'^ ^''---'""ve head or is dirLed

shonM h I-
"
"' ™" "^"^"^ "» administrationshould be members of the board of review.

Previous Sales as Guides

The value of anything which can be reproduced indefi-n.tely can never long excee<l its co.„ of reproduct on xt
vaJue. It depends upon the .supply and ,lemand. Thesupply cannot be mcreased, and the ,Ien,and is thereforetie changing factor. If one has ,0 consi.ler the valte

tL:r "' ",''"'^- '"^ '^ '"'"' ">• '"e taowle-lge tzcan be reproduced for a ceriain sum, but to ascertain.0 value of lan<l, he is confi„e<l to the i;quirv as o wh
"

"tl.cr people think it is worth and wha? they thereLre
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will pay for it. Kach particular sale of land is merely

evidence of what certain persons think the land was

worth. The price paid may have been intluenceil by con

siilerations peculiar to the particular sale, and the price

paid is never conclusive evidence of value. Sometimes

a man is pressed for ready money, and sells a piece of

land for less than it would brin^; if more time had been

devoted to the search fi)r a purchaser. Sometimes a man

desires a particular site to enlarge a i)arcel he already

.Aviis or for some other reason, and because of his desire

for that i)articular site he is compelled to pay a larger

price than one would pay who merely .sought a piece of

land of like location and character. To determine the

value of land with the greatest accuracy, it is necessary

to secure as nearly as possible the opinion of value of

the largest number of persons who heip to make the

market, either by being themselves buyers and sellers or

the advisers of buyers and sellers.

In view of these contlitions the greatest problem be-

fore the assessing department is as to the best way in a

given time and i)lace to secure the benefit of the com-

inunity opinion of value. It is obviously necessary, in

the first place, to popularize the terms used in expressing

the value of land. If one man says the value of land so

situated is so much per square foot and another says it

is so much per front foot, and one man uses the term

front foot value to express too feet deep, and another

to express 50 feet deep, it is obvious that there is no

comparison between the dififerent statements. It is for

this reason that it is so important to use a unit which

never varies, such as the value per front foot 100 feet

deep. Moreover, this value must have reference to an

inside lot and not a corner, for it is the value per front
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f-t ,o« fct deep of an interior lo, o„ ,,,,. „f „,,. ^.„„.-ct.ng streets which determines ,he value of a eorner.

St. Paul Plan

to^cT"^7': '"' '"^" ""'''^'>-^''
'" ---"-^ citiesto s cure the widest expression of conin.unity opinion -.s

IZ::^:\ ';r'
/^^ ''- ^"'"^"^^ -^ ^^^ ----^

<
c partnient and the hest method ,nnst very hkelv C|leternnned with reference to the condition l./^^'^.

adni rably n a aty of ,00,000 inhabitants n,ay be im-

York for the last five years the assessed vah>e of reales a e has been published by sections in conveni nt fo nThese pubhcat.ons have been ,uite .a-nerallv bought bypersons .nterested in real estate, but the extent to which

m regard to value ,s not fully satisfactory. Some y-irs

invited all persons interested in the assessment of theaty to attend in a large room where maps of the ciu

100 feet deep, was set down on each side of everv blockCru.csm was invited of those unit values. As a resulto the en icism the values were changed until thev we esubstantially approved by practically all those in tiie c tvwho had a well-informed opinion as to values The asessment of the land of St. Paul that year represented

landTn" sT'p 1 ''""" "^ '^''' "'^^ '^"-^ -'-t theland in St. Paul was worth.
This same method was tried in the city of Clevelandwith a view to securing an accurate statement of the
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value of laiul in the city for the purpose of aidinj^ tlu-

assessing board over which tlie authorities of the city had

no (hrect control. Tiie experiment in Cleveland arousrd

nnich interest and is said to have been a success. In

cities of a larj^i-r size it mi^ht be difficult or inii)ossil)lr

to secure the necessary co-o|)eration to render this plan

successful. I iin inclined to believe that in many cities

the best plan will be to publish maps of convenient size

showiii}^ the unit value per front f(X)t, oo feet deep, of

the bud on all sides of every square, and wherever tlie

luiit may change on the side of any square. These ma\)s

should be bound in pamphlets, each panqjhlet covering

so much of the city as may be convenient. The maps or

map pamphlets should then be distributed to those best

informed in regard to land values with a request for

criticism. One real estate broker may be exceedingly

well informed as to the market value of land in a very

small section of the city and may kn <vv comparatively

little of values outside that section. Some brokers have

records of great value covering a large section of the

city, and consequently are able to give excellent advice

as to value in larger sections. If sufficient interest could

be aroused to secure the co-ojieration of those whose

opinions are worth consulting, their suggesuons might

be very useful to the assessors.

To-day in the City of New York, the assessments,

especially in certain parts of the city, are regarded bv

those best informed as exceedingly good evidence of

val'.ie. The more generally assessments are regarded as

being accurate, the more would those assessments tend

in themselves to establish the values they are designed

to record. If confidence is established in the work of

the assessors and interest in their work is extended to
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a lar^a-r and larger munlnr ..f jKopIc. tlu- wr.rk of (he
assessors will cofstantly improve by more nearly u
Hectuig the cnse.isus of community opinion, an.'l the
assessments themselves will tend ,n .stabhsh and <|e.
tcrmuie the opinion of the conn.iunity.
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MORTGAGE LOANS ON REAL
ESTATE

O. RICHARD DAVIS

Definition «^i Mortgage—The Standpoint of the

Lender—Guaranteed Mortgages—Borrower's Point

of View—Broker's Position—Participating Mortgages
^Objections Raised—Value of Plan

AMORTCAGE oti real estate is a written instrument

—

in effect a deed of trust, anti so called in iiian_\

States of the Union—given to secure the repay-

ment of a loan, as evidenced by the bond accompanying

the mortgage. Tlie form of mortgage commonly in use

in this city has been more or less s.andardized by the

title insurance companies, and other large investors. It

usually contains clauses reciting when interest, taxes

and assessments should be paid ; fire insurance, receiver-

ship, and demolition clauses ; and various other provisions

for the protection of the lender. A mortgage is a valid

lien against the property described therein, whether re-

corded or not, but failure to record the mortgage makes

it subordinate to any lie^* filed or other recorded claim

against the same property.

.\s first mortgages embody all the principal points of

value in a discussion of mortgage loans, this article will

be confined to a consideration of them only.

The Lender's Standpoint

First mortgages arc a most desirable form of invest-

ment. Their interest return is higher than that of other

1S2
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then, at a
1 t.mcs as a conservative fonn of investment.

I he objections to investment in inortKapcs arc

J2
''''^ '"Ability to realize readily on s«d. invest-

ed) The trouble sometimes experience.! i„ collecting
•itcrest due; the necessity of invest i^^atiu^^ vearlv iftaxes and assessments-always liens prior to a mort^^u^.— are paid. ^ ^

(3) The comparatively short .luration of mortL-aijes ascompared with State, municipal, or railroad bonds withthe consequent necessity of reappraisal of the mort^^.t^ed
property at the expiration of the mort^^.^a^ with '^he
possible necessity of reinvestn<ent elsewhere, ^ften witha loss of interest in the interval of non-investment
The advantages before outlined have, however, been

material enough to attract millions of dollars each vear
to this form of investment. The remarkable stabilityand constant rise in real estate in New York City havebeen a safeguard to investors that has practically pre-vented any loss o^ either principal or interest.
The ehief and xst difficult point for the investor in

mortgages to determine is: the value of the propertv.
1 he rate of interest, proper exa.nination an<l insurance
of title, and the drawing and recording of necessary
papers also must have attention.

It has been said that in appraising propertv for aloan a „,ore liberal figure should be placed upon it than
|f the appraisal is made with the object of determining
jmrnediate selling value. This to a certain extent is trueThe immediate selling value of a piece of propertv mav
be agreed on and the purchaser may be willing to pay

T83
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such a price, but in five years' time as the mortgagee may
argue, the property will depreciate in value, and demands

a conservative valuation for the purpose of a lonn. The
converse, however, is also true, and in this city has

proven true more often than the former. Property has

generally shown an increase in this city in almost every

section, and has, in good locations, more than offset the

depreciation which has taken place in the building it-

self. It is, therefore, quite possible and proper that in

valuir-T property for the purpose of a mortgage loan, the

clemei..s of time, depreciation and appreciation, should

be taken into consideration, and should be factors in

determining the loan. It should be admitted that a loan

of 75% of the value of property in a superior location,

with a high class improvement upon it, is better security,

and apt to be a more conservative loan five years there-

after, than a two-thirds loan on property poorly located

and poorly built, where the depreciation of the improve-

ment will not be offset by the increase in land value.

Such is the argument which some of our largest lenders

on mortgage have used in valuing property for lending

l)urposes, and the theory has been more than justified by

the results in practice.

Guaranteed Mortgages

To remove most of the objectionable features of mort-

gage investment, companies have been formed, and have

most successfully proceeded to take mortgages and assign

thom to investors, guaranteeing the payment of principal

and interest, and assuming all responsibility for their

collection, and for the various other necessary function-;

the mortgagee finds so burdensome. A charge of yj%
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per annum is made for the guarantee company's scrvias
ami this comparatively small fee has made this fnnn
of mortgage mvestment so popular that in the past tin e
years the sale of guaranteed mortgages has increascu to
double what It was the previous three years.

The Borrower's Standpoint

In New York City, a majority of property owners
regard a mortgage on their property as a neces.arx
cv.

I
They prefer to own three pieces of real est.-.tJ

each with a substantial mortgage thereon, to owni.ur
one piece of property free and clear. This view may bemuch influenced by the fact that where property isowned as an investn.ent a larger return can be obtainnd
on the equity if mortgaged for, say, two-thirds of its value
at a comparatively low interest rate.
To obtain a mortgage, one must kno.v where to go to

borrow. The title companies, the savings banks insur-
ance companies, and a multitude of estates and individ-
uals, represented by attorneys or ag.nts. are constantly
looking for investments, and to these the borrower ap"-
plics In a majority of cases the borrower desires as
much mortgage on his property as he can obtain, con-
sistent with the interest rate he desires to pav. A very
hberal loan is often obtainable if a high interest rate is
offered, but a borrower often is willing to ac-ept a
small and ultra-conservative loan, in consideration of
a minimum interest charge. A borrower must be al'e
to present his application for a loan in a favorable light
and to discuss intelligently the value of his property It
IS, however, a common belief that a borrower can rarelv
serve his own interests as well in applying directly for a
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loan to a principal, as by employing a professional mort-

gagf broker.

The reasons for this are obvious. It is the business

of the broker to know those who are lenthntr m^..cy;

to be posted as to interest rates ; to know the preference

each lender has for a particular type of property or a

particular location.

The broker's professional acquaintance provides him

with the en'.rte to many lenders where the stranger would

find difficulty of access and a less attentive ear. The

broker's opportunity to keep jxisted as to values, makes

his advocacy of the desirability of some particular loan

carry weight that an inexperienced borrower would fail

to impart.

The broker can, moreover, parry the often embarrass-

ing questions of the lender by the truthful statement of

"not knowing." The owner, who, must needs either pre-

varicate or state the fact if asked a? to tlie condition of

his property, the actual income and vacancies, and also

what the property cost, this last data being all too

often a guide for the investor in fixing value, may lose

the desired loan while the lender misses a really good

investment.

The mortgage broker is likewise of much assistance to

the lender in helping to find him a good investment, and

is a large factor in the mortgage investment business as

it exists in this city.

The Broker's Standpoint

The mortgage broker's business is to obtain loans for

the borrower, and investments for the lender. It is cus-

tomary for the borrower to pay the broker's commis-
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sion. It would sccin then that hf is rcallv employe! hv
the borrower, but the g..o,l broker ,lraws no such dis-
tinctioii. Uc tries to harmonize interests of |,oth lender
and borrower, to the sacrifice of neither, and to his own
future advantage by retaining the good will and opinion
of both.

*^

The pro|)erly c(|uipped mortgage broker must have a
wide acquaintance among Icn.:crs. an<l U- able tr, com
mand their attention and interest in his applications He
must constatitly watch the records of mortgage invest-
ments, keep posted and remember how big a loan was
obtamed on certain properties similar to that on .vhich
he IS seeking a loan; the interest rate, terms, etc. The
broker must watch the new buildings in process of erec-
tmn a id have an acquaintance among i!..- builders, so
that he may obtain their application for loans on the
properties when completed. This is the most prolific
source of opportunity for mortgage investment in this
city, and the broker who can command a wide range of
applications for loans on new buildings of desirable typesm good neighborhoods, is much sought bv lenders "and
accordingly popular with borrowers.
The broker should direct his efforts as much towardmduang the borrower to accept a reasonable loan, as

he should in obtaining a liberal loan from the lender
Ability to present intelligent and obvious reasons to a
borrower why a certain offer of loan should be ac-
cepted, and to the lender why a certain loan should be
made, will always bring the best result.

In presenting loan applications care should be taken
to express therein all accurate information obtainable
and to leave out any statements that are untrue or ex-
aggerated. Nothing is so detrimental to a broker's suc-
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cess in obtaining loans as wilfully or carelessly to over-

state the facts. On the other hand, a broker must Ik

optimistic. The jjrcatcst professional asset of the mort-

gage broker is to have the reputation among l)orro\vers

of being able to judge correctly as to what loan can be

obtained and. furthermore, to be able to deliver to the

lender such loans as the latter oflfcrs to make. Nothing

so harms a broker's reputation with the investor as to

\)€ unable to deliver applications which the latter accepts

froui him.

It is obvious therefore that the broker shouKl be wdl

lasted, not only as to the amount of loans beitig mado

by the various lende.s, to the prevailing rates of interest,

and as to v. ^ various lenders and their preferences for

particular locations and clarses of property, but also to

a reasonable extent, about building construction, rents,

locations, etc. The detei mining point, however, in all

mortgage investment, about which all argument centers,

and to establish which all information is sought,

is value—what is the property worth. The borrower sets

a value on his property, and the lender confirms or re-

futes the owner's statements by an appraisal, made by

some competent authority in whom the lender has confi-

dence, or perhaps relies upon his own judgment. The

broker must be able to discuss with both borrower and

lender the question of value, so as to reconcile the gen-

erally different views of the two parties. The more con-

versant a broker is with the methods of appraising and

determining the value of property, and the more con-

vincing his argument, the greater his chance of succes?.

Often he is thereby enabled, by showing the borrower

that the latter's judgment of value v.- inflated or the

lender that his, or his appraiser's judgment of value is
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over-conservative, to acccinplish a meeting iH,int of i.Ieas
as to a fair valuation, and t<. negotiate the .lesircd loanA broker's office sliouM |,c uiuippe.l with a svstun of
records indicating,' where new buildings are gi-ing up
what r—tgages are daily recorded, and a recor.l of all
niortp»i.s. with the dates on which thev become due
Ity this latter method it is jM.ssible to interview bv call
or mail, owners of property whose mortg-ges are past
due and who may be inthienced to take a new loan, either
from necessity or from a .Icsire to borrow more monev
obtain a lower interest rate, or more favorable or difTer-
cnt terms.

Participating Mortgages

It often happens that the lender desires to hypothecate
His security, that is. borrow money on the 'mortgage
which he holds, and is unable to assign the mortgage for
the full amount that it secures. If he is able to Ix^now
jo per cent of the face of the mortgage he secures the
remaming lo per cent by taking a participating interest
in the mortgage. Sometimes mortgages from the incep-
tion are made in this way. one party holding the f^r-^t

interest, and another the secondary or junior interest,
subordinated to the prior interest.

Participating in mortgages is of recent date, and origi-
nated with the title companies. When thev found that
they had on hand large numbers of mortgages which they
were carrying and unable to dispose of separately to
various clients, they went to investors, and, offering as
collateral, for example, a million dollars' worth of these
mortgages, borrowed perhaps $800,000 to $900,000 .ipon
them. As security for these loans, they assigned the
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mortgages absolutely, with an agreement from the lender

that when the entire principal was collected and the lender

had received the amount due him with interest, he

would account to the title company for the balance. This

form of agreement has gradually become a standard one,

and is now known as a participation agreement. This

hypothecation of mortgages as collateral is perfectly legal

and proper, and gives opportunity to the large life in-

surance companies, savings banks, etc., to invest their

funds in first-class mortgages with first-class security.

This form of investment then took another phase. The
title companies and individuals, finding a ready market

for first interests in mortgages, began taking mortgages

at 5% interest and hypothecating them for from 809<

to 90% of their face value at 43^%, the return on their

subordinate interest being, of course, very large, as they

made one-half per cent per annum on the whole amount.

A further development was the forming of companies

to take these secondary interests. They would accept first

mortgage loans, provided they could hypothecate with

sonie individual or institution the first interest at one-

half per cent lower interest rate, which gives them a

large return on their secondary interest, which is, in

effect, a second mortgage.

There has been much criticism against this new de-

velopment in the mortgage business, due to the fact of

the obvious deception that might be or has been prac-

ticed upon innocent third parties, who, having no knowl-

edge of the first and secondary interests in the supposedly

first mortgage, purchase property, thinking that they

have on it a bona Me first mortgage, whereas at the

end of three or five years they find a secondary interest

must be paid off.
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The objection to this method of arranging mortgages
can be readily overcome by simply recording the partrci-
pation agreement. If this is done every purchaser, when
he searches h.s title, will find this agreement of record,
and will know exactly the status of the mortgage on the
property he is buying. Although there is no law to com-
pel this. It should be insisted on bv the first interests to
prevent misrepresentation. An affidavit from the holder
of the mortgage, stating that he held the entire interest
or how It was actually held, would cover the same point.'

The Need for Participating Mortgages

It should be admitted, therefore, that participating
"mortgages are a benefit and perfectly proper, and thai
he objection to them lies in the present method of hand-
ling them, and not in the participation itself. A number
of institutions have refused to participate, but if it could
be shown to them that the participation agreement was
of record and there could be no moral reason, as there
surely is no legal one, why they could not loan on a first
mortgage as collateral provided they hold an absolute
assignment of the mortgage, and physical possession of
the papers, including bond and mortgage, title policy,
fire insurance, etc., their objection to this form of mort-
gage lending might well be removed.
When borrowers, lenders, and real estate investors are

thoroughly acquainted with this new phase of the mort-
gage business, participating mortgages will become more
popular If the methods of handling them are amended
The mortgage business in New York has assumed such
vast proportions that the means of obtaining loans, and
particularly of financing of the enormous building opera-
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tions started in New York, must be improved, and the

participating mortgage is a progression.

It is to be hoped that the investing public in general

will, in the near future, be educated to participating in

mortgages themselves, so that instead of having only a

first and secondary participation, we may be able to have

a hundred participations of $1,000 each in every $100,000

mortgage.

In Paris, mortgage bonds or participating bonds arc

as salable as our railroad bonds are here. The obtaining

of large amounts on mortgages on New York real estate

will be less troublesome only when the French methods

of mortgage investments "-e adopted in this city.

r:
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MARGINS ON MORTGAGE LOANS
GEORGE A. KURD

Legal Restrictions—Practice in Europe—Necessity
for Close Appraisal—Rentals as a Factor—Influence
of Panics—Depressed Values—Changes in Neighbor-
hood—Deterioration of Buildings—Delays in Fore-
closure—Prices at Forced Sales

THE margin of security on any particular real
estate mortgage loan depends on the needs
of the borrower and the willingness of the

lender to meet those needs. As a result of this
many loans are made for only a small percentage
of the value of the property securing them, because
the needs of the borrower are small. In any com-
munity, however, and on any class of property, the
greater part of the mortgage business consists of loans
<^proachnig the limit of safety, as that limit has been
ascertamed by experience. This is the natural result of
the competition of lenders. Since the limit of safety must
be closelv aijproached in a mortgage business of anv size
(unless extraordinary attractions are offered to borrow-
ers through low rates), it becomes of the highest impor-
tance to examine not only the margin required bv Gen-
eral custom or by law for trustees and institutions.\nt
also the separate elements of risk against which the mar-
gm is to guard.
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We are not considering second mortgages, or first mort-

gages which are made for an exceptionally large

percentage of the value of the property in return for

exceptionally high interest rates or commissions, the

latter being, in effect, the combination of an ordinary

first mortgage and a second mortgage in one transaction ;

nor purchase money mortgages where an unusual per-

centage of the selling price is allowed to remain on mort-

gage as a special inducement to effect a sale, such trans-

actions being outside of the ordinary scope of the

mortgage business. Disregarding such exceptional cases

then, it may be stated that the smallest margin required

by law or observed by custom anywhere in the United

States is on New York City mortgages, where loans by

trustees ai- limited to two-thirds of the value of the

security, and this legal provision has established that

percentage of the value as a proper one to be followed

by other mortgage lenders. The loans of savings banks

in New York City are further restricted to 60% of

the value of the property, and it is only a few years since

the law restricted savings bank loans to 50% of the value.

In the largest American cities, other than New York,

60% of the value is not often exceeded—that is, in such

cities as Chicago, Philadelphia, Boston and St. Louis,

while loans on the best class of security in smaller cities,

and the best type of farm loans in such States as Ohio,

Illinois or Iowa, are limited to one-half of the value of

the security. In the smaller cities a still larger margin

is generally required on residence loans which are ordi-

narily from 25% to 40% of the value of the security,

and about the same percentage is loaned on farms in

the more remote or less highly developed agricultural

districts.
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Practice in Europe

It is interesting for purposes of comparison to ex-amine the requirements of margin which are met with in
Europe, m different countries, and on different classes
of loans. If we disregard the advances of the Russian
government to its peasants, which have amounted to 7.%

we find" r.° J'' 'r' " ^""•^' ^"^ 90'/J in Poland,we find that the only companies or associations ever
allowed by law to loan more than 662-3% of th. value
government to its peasants, which have amounted to 7s%
IS the usual limit on land and 60% on buildings, 'hiHamburg Association, founded in 1782. which could loanup to 75%, and the Deutsche Grandschuldbanke in its

L°'s:;rofTenaiu'"
^^^"^^"^

't''^'
^^^ '--^^

R^^ n^ ' ^^^ Prussian CentralBoden Credit, one of the large, of their mortgage com-
panies is limited to 50% of the value of buildings and

forests the limit is 33 1-3%. The Deutsche Grandschuld-
banke of Berlin, is limited on farm loans to 60%, and
«^e Bavarian Mortgage Company, of Munich, to 50%.Uther German companies are restricted to 50% of the

Io^'n°f tl,
PrP^?',^'- *° 60% of the land value and

50% of the value of the buildings. There is quite gen-
erally a tendency in Germany and Scandinavia to dis-
tinguish between the land value and the value of the
buildings. This is, no doubt, largely due to the fact that
heir loans are commonly for a long period of years, the
terms of 50 and 75 years being by no means unusual

Jr?'/ .
!^'

^^P^^^'^tion of buildings from age during
the life of the loan being very considerable.
Turning to other countries, the Credit Fonder, of
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France, is limited to 50%, except on forests and vine-

yards, where the Hmit is 33 1-3%. In Italy the limit

for mortgage companies, originally placed at 50%, was
raised in 1881 to 662-3'^, though the loans of associa-

tions are still kept under 50% . In Russia the St. Peters-

burg Credit Association is limited to 50%, and the san.e

is true of the associations in Belgium, though the mort-

gage companies there loan up to 662-3%. The largest

mortgage company in Austria is limited to 50%. In

Denmark the companies are limited to 60% on land and

50% on buildings, while the associations are limited to

50% on land and 40% on buildings. In Norway the

limit is 609^, on all farm loans and loans in Christiania

and Bergen, while it is 409^ to 50% in other towns. In

Sweden the limit is generally 507^ , though the Stockholm

Mortgage Company has been raised to 60%. In Argen-

tine and Mexico the limit is also 50%. The limitation

in Germany is sometimes expressed in terms of rentals,

the German Mortgage Bank of Berlin, for instance, be-

ing limited to ten times the official assessed income in

cities, and twenty-five times the assessed income on es-

tates, and the South German Mortgage Company to

twenty times the net income.

To summarize the result of an examination of the

margins required in different countries, it may be stated

that the limitation on loans varies from 2^% to 75% of

the value of the security, and that with few exceptions

the limitation varies between 33 1-3% and 66 2-^% of

the value.

To those who are familiar with the small margins re-

quired on short-time banking loans based on collateral

consisting of high grade stocks or bonds, the margins

required on mortgage loans are likely to seem unneces-
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sarily high, and this point of view on the part of bankers
and investors has led to serious losses. On the other
hand, through laying down fixed and severe rules as to
the an^.ount of margin required, without examining the
reasons for it. opportunities have often been sacrificed
for meetmg what is really a reasonable and conservative
demand. While many of the same factors are present in
farm loans, it is of loans on citv property that I wish
especially to speak. The margin on citv loans to insure
.safety must be sufficient to cover the following six ele-
ments of risk:

Importance of Accurate Appraisal

First: Errors of judgment in appraising the value of
the property. Since each piece of real estate stands bv
Itself, there can never be a "market value" for it in the
sense that there is for bonds or shares of stock, where
each sale is representative of the value of the entire issue
The valuation of real estate must rest on opinion onlv
and while it may be comparatively easy for an expert
with full information to value real estate correctlv in an
active market, in a market where transactions are few
the difficulty is very great. In order to have appraisals
of any value, a real estate expert must have at his com-
mand a large fund of information in regard to sales of
property, rentals of property and the cost of construction
of buildings, since these are indispensable to a proper
valuation of real estate. It is not always easy to obtain
information in regard to the consideration for sales espe-
cially in New York City, where the practice is growing
of setting out a nominal consideration of one dollar in
deeds conveying property. The insertion in deeds of fic-
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titious considerations must also be guarded against, such

considerations being sometimes met with where the

amount has been placed below the actual selling price,

in the hope of obtaining a lower assessment for purposes

of taxation, and more frequently placed at a figure above

the selling price in the hope of giving the property a

fictitiously high value.

Rentals

The selling price of property ordinarily reflects the

rental of the property, which is the source of its value,

but this is modified by the prospect of the future rental

of the property. And there i? an apparent exception to

the rule that values follow and arc based on rentals in

the case of high-class residences in a high-class district,

which seldom rent for a reasonable return on their value.

This is no doubt due to the fact that ownership of such

a property, which gives the owner its permanent occu-

pancy and is paid for in the form of interest on the

cost, makes this worth more per annum than the tem-

porary occupancy of the house, which is paid for by the

tenant in the form of rental. Disregarding vacant city

land, which may be said to have only a future or specu-

lative value and is not accepted as mortgage security by

any mortgage company in Europe, nor by conservative

companies in this country, the ordinary method of ap-

praisal of improved property is to add to the estimated

land value the present cost of the buildings, with an al-

lowance for age and depreciation. The aggregate of

these values should always be checked wherever possible

by capitalizing the net rentals of the property, after de-

ducting expenses of all kinds, to find if the building's
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commercial value is equal to its structural value. Wher-
ever a building is misplaced or badly designed, loss of
income over a period of years is a sure result; and
examples could be given of many expensive buildings, the
cost of which has been entirely thrown away, as is shown
by the fact that the net rentals produced by them have
been less than those produced by adjacent properties im-
proved with buildings of trifling cost. The structural
value of the improvements, considered by itself, is there-
fore an entirely unsafe guide in such cases.

On the other hand, to rely on the net rentals alone
would be unsafe, since different classes of property are
capitalized on a different interest basis. For example,
a retail store property rented on long lease to an entirely
responsible tenant might be capitalized on a basis of s%
net return, where a tenement house with a large number
of tenants and corresponding vacancies and difficulties of
collection would naturally be capitalized at a considerably
higher rate.

Influence of Panics

The second point to be considered is that mortgage
loans ordinarily cover so long a term of years that gen-
eral financial and commercial depressions during the life

of the loans cannot be foreseen, and loans should have
margin enough to cover the shrinkage of value due to
this cause. A period of general industrial depression has
a powerful depressing effect on real estate, but this effect
varies greatly on different classes of property. When
a mortgage loan is made for a term of years, if the bor
rower pays his interest and complies with the covenants
of the mortgage in regard to taxes, insurance, etc., the
principal of the loan cannot be called, nor can additional
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security be called for, tio niallLr what the decline in the

Vilue of the property tnortgaged may be. A great dis-

tinction is thus apparent between mortgage loans and

ordinary bank loans; and when a loan is made for the

r. ual term of five years, it should be borne in mind that

the property, to furnish adequate security, should at

all times during the five-year period show a comfortable

margin .ibove the amount of the loan.

We are familiar with the recurrence of panics every

twenty years, with intermediate depressions of less vio-

lence at ten year periods. The effect on real estate of

these greater and lesser panics is, however, not directly

commensurate with the financial and commercial disturb-

ance which they cause. A reason for this is probably

to be found in the fact pointed out by Mr. Adna 1".

Weber, an eminent authority on the growth of cities, that

the growth of population of American cities has, ever

since the foundation of our government, been conspicu-

ously greater in the alternate decades coinciding with the

lesser or intermediate panics. The result of this has beer,

to offset the effect of intermediate depressions, as far

as city real estate is concerned, by the abnormal growth

of city population coinciding with that general period

;

while the relatively slow growth of cities during the

decades coincident with the greater panics, aggravates

the depression of real estate following those panics. Dur-

ing the period of depression following a great panic,

every community is forced to restrict its expenditures to

the most necessary objects, and the result of this is that

the classes of property within a city which maintain their

value best are the two indispensable classes of business

and residence. All properties devoted to special uses,

such as theatres, clubs, hotels, churches, etc., as well as
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factories an.l vvarehouscs cs,>cciallv suitc.l to a sin^^Ie line
;-

business suffer severely. Durin,. such a period a

"

propert.es which on account of the ,rovv!h or nove-n of a cty. have a vah.e based on expectations ofth future are .^reatly depreciated, smce the future value

land, or that at the crcumference of a citv which is justcom.n^. uno use. an., is a^^ravated if the ,^rowth of asecnon^has been artificially sti.nulated by ca'pitalisUcIn!

Depression of Values

The difficulty of valuing property .luring a period of

hrough fall ng rentals and values, it is most necessarv

arises partly through the number of real estate tran.ae-
t.ons be,ng greatly reduced an,l inforn.a.ion from tW,>ource thus largely cut off, since no property own" «"l
.ell under such con.litions except thro'ugh' necess^; .AnaUo because of the difficulty of forecasting future ren a
> here vacancies exist, it is a matter of the greatest
l.ffieulty to judge whether these are to be tcuporarro-ng contmued. To avoid the difficulty „,,ich .ZtlZ
method 'is

"'"""•""'" ="»"' »ales, ,I,e ,„ost feasiblemethod s o prepare a scale of relative values f„r a

2'f, „' '"' ''•'' "'^'^ transactions in different
loeahties ,v,ll tend to show the ,lrift of values just asan ,„spect,on of the daily fluctuations of half a "toUrotument stocks tends to show the drift of fluctu t"™tor the whole list of securities

k.nds of property not usually given sufficie.u considera-
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tion, is the great iliflfercncc which a reduction in the gt' ss

rentals of property makes in the net rentals where the

expenses of the property are heavy, as contrasted with

the sUght effect which sucli a drop in gross rentals has

where the expenses of a property are hght. This is

readily shown by contrasting a modern office building,

which normally has expenses amounting to about 50','?

of its gross rentals—these expenses inclutling not only

taxes and insurance, but heat, light, elevator service, jani-

tor service, etc. — with a store building of moderate

height where the expenses do not amount to over 15%
of the gross rentals, the owner having no expenses except

taxes and insurance. If we assume a drop in gross ren-

tals amounting to 309? . the drop in net rentals of the

office building will be 60^? , while the drop in net rentals

of the store building amount to only about 35%. Since

values follow rentals, the stability of value of a property

that is less expensive to operate, tends always to be

^1 ater th:'i^ that of a property which is more expensive

to operate, and careful lenders are therefore disposed to

exercise the utmost caution in loaning on large buildings,

the expenses of which are heavy.

Changes in Neighborhood

A third point to be considered and guarded against is

the possible loss of value through changes in the internal

structure of a city. In retail business property this most

commonly occurs through the advance of the best retail

district in the direction of the best residence district ; in

wholesale property through changes in the location of

wharves or railroad terminals, and in residence property
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through changes of fashion or of transportation, and the

nrnt"" ^^ ^'"^ "^ ^^^"^">'' *^-«'' "- '^«an>:

retl!r?
''

"^""T f'"^ ""^ '" * ^'^>- ^ '""vemcnt of thereta. stores .n the direction of the Invst residence district!
h.. being an effort on the part .f the storekeepers toapproach as closely as ,>ossible to their custo.ncJs. As

vh.ch .s filled later by wholesale or other uses which areinfenor from a rental standpoint. Unless the growth ofa city .s so rapid as to make its wholesale property worth

^v.1 be an actual drop in the value of the property so
retraced by wholesale; and this has com.nonly occurred
Where there has been a change of axis of the main rcSlbusmess streets of a city, there has always occurred ashnnkage of the values created by an anticipatc<l growthof the busmess d.str.ct in the line of its original direction.

best rrt^nT '
"' '" ^' ^"""^ '" ^^'"^'•'^^" ^-'^'^^ -^ the

best retad busmess streets being parallel to a lake or
river front durmg the growth of the city up to a popu-

L !nn t ^"l
^^' ^°''^' ^^''^ ^^''' ^''^t point in popu-

latton has been passed, the concentration of the best
residence district at a distance from the water front hasdrawn busmess out toward these residence districts onhnes at nght angles to the water front and to the original
busmess streets.

**

dan^erTt ""'^""^""f"
'"^ ^"''"'^^"^^

P'-^P^^^J' ^he chiefdanger to be guarded against arises, as I have said.though changes m the location of transportation termi-
tials. The natural tendency of wholesale property is toplace itse f betwn . its transportation facilities and the
best retail busin. ,. district, so that it may at the same

203



Practical Real Estate Methods

time be able to handle its goods cheaply and yet be in a

location convenient for its customers. Where the whole-

sale business of a city grew up through river transpor-

tation, as for example, in Savannah, and i -tlarul, Circ

it is noticeable that of late years the pr( lominanco I'i

railroads has been so great as to withdidv wholcsa j

business very largely from locations occupied by u for

half a century, with an increase of value near the rail-

road terminals and a corresponding decrease of value

near the wharves.

In the case of residence property, purely social reasons

are the predominant ones in establishing high values, and

property of this character is. for this reason, liable to

depreciate through changes of fashion. Changes of trans-

portation are also of great importance in determining

residence values. Improvements in strcct-car facilities

enable people of a good social class to live at greater

distances from the business center of a city and among
surroundings which are pleasant. The general tendency

of our street railway improvements of the last twenty

years has been to equalize the value of residence prop-

erty over considerable areas, and as a result of this to

depreciate residence property which is close to business

property, while rapidly enhancing the value of property

further out, which is well located topographically. Resi-

dence districts at a distance from the business center of

a city have an element of stability in the fact that they

arc less likely than those closer to the business center

to be injured by the encroachment of nuisances. In the

term "nuisances" may be included buildings for every

kind of utility except residence, since homogeneity is

necessary to the maintenance of value in a residence dis-

trict.
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Deterioration of Buildings

The fourth element to be considered is the depreciation
of buildings. Mortgage loans are usually made for along enough term to have the improvements lose appre-
ciaby in value from age and the wear and tear of usageUunng the life of the loan, except in cases of the most
expensive construction. The loss through depreciation
where a budding is kept in good repair is estimated at
/. /c a year for the highest type of fireproof construction
and increases for different classes of buildings to a maxi-mum of 5% a year, or even more, for cheaply constructed
workmen s cottages. If improvements are' not kept in
good repa.r-and it is practically impossible for a mort-
gagee to compel repairs to be made-the further depre-
ciation from this cause must be added. In addition to
the depreciation of buildings through age, there fre-
quently occurs a further and more serious depreciation
<^nc to changes in style or new methods of construction'
or to a change of utility in the location. An example of
such a change of style in detached residences has been
the abandonment of the mansard roof, once popular
throughout the United States, with the result that resi-
dences built in this style of architecture depreciated heav-
ily in value, regardless of the soundness of their struc-
tural condition. Other changes in fashion affecting resi-
dences are the abandonment of narrow hallways and of
stained glass and other exterior ornamentation; together

houser''''
^""^ *"'"'' "''^^°''' °^ ^'^^'"^ ^"^ "^'^^'"^

As regards business property, the erection of modern
fireproof buildings frequently takes away a large part of
the value of the older buildings with which they com-
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pete ; and the failure of architects formerly to plan their

store buildings with the ground-floor frontage all open

for the displiy of goods has greatly depreciated the

value of older buildings, or has led to their reconstruction

along modern lines at large expense.

There is still a further element of depreciation which

comes where there is a change of utility in the location.

If a residence property has become suitable only for busi-

ness, the value of the improvements disappears entirely

;

and the same is true of any such change of utility, sub-

ject, of course, to the possibility of saving a portion of

the value of existing improvements through their recon-

struction for a new purpose.

Losses in Foreclosure

A fifth point to be considered is that of the accumula-

tions pending and during foreclosure, including the pe-

riod of redemption, if there is one. T' --ount loaned

on property, practically speaking, is no ace of the

loan, but the amount of the debt with all i.:^ accumulations

at the time of realizing on the property which has secured

the debt. These accumulations are usually made up of

delinquent interest, delinquent taxes (with penalties and

a high rate of interest), delinquent street improvement

taxes (with penalties), court costs, attorneys' fees, re-

pairs after obtaining the property, and a real estate com-

mission for selling which varies from i% in New York

up to 57c in smaller communities. In addition to these,

there is the total or partial loss of interest from the

time of commencing suit until the property is finally

sold. In the aggregate these accumulations vary from

io% of the face of the loan to a maximum of 4o7o
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Jo lenTerf tT"
'''"' "^''^ '^' '^^^ ''' unfavorable

to enders. These variations in the amount of the accu-
mulations attract attention to a comparison of the lawsof the various States in regard to mortgage loans. One

u u TT" P'-°^'«'°"s in Western States, and onewhich adds largely to the accumulation, is the provisiono law granting to the mortgagor a period after judgmentof foreclosure within which he may redeem the pro^'vby paymg to the judgment creditor the amount of th'ejudgment with interest. This provision seems to hav'come into existence in States where mortgage loans on
agricultural property predominated, with a view to avoid"mg the serious effect on farmers of a single crop fail-ure; and since such laws must be uniform in their op-
eration, hey apply to loans on city property as well

NeL'l" 1 "''"P^'°" ^^"" ^^°- "•- --ths in

and Sn^'r \'T' '" "°^^ °' ^^^ ^«^^>^ Mountainand Pacific Coast States, to eighteen months in Kansasand two years in Alabama. The effect of this law iso prevent outside parties from buying at foreclosure
sales since they cannot be sure that the property will
not be redeemed by the mortgagor by payment of thjudgment and interest, and also prevents a mortgagee
during the period of redemption from improving fheproperty and obtaining larger rentals, for the same rea-son Where, as in a few of the Middle Western States
such as Indiana, Minnesota and Iowa, the mortgago^
remains in possession during the period of redemption
the accumulation is much greater, since during this pe-
riod the mortgagee is entitled to no rental return at all

•

and a further action at law may become necessary to
obtain possession. Other legal features which affect theamount of the accumulations are those which permit in-
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terest to be compounded ; which permit penalty rates of

interest, both on deHnquent principal and interest, and

large contractual attorneys' fees. Obviously, the element

of time is the principal one, and where a mortgage may

be foreclosed and the property obtained in a short time,

the accumulations will be small. In this respect the laws

prevailing in the Southern States are more favorable to

lenders than those in any other part of the United States.

In Europe the advantage to lenders of being able to

foreclose without delay is generally recognized, and the

laws governing foreclosure have been in this respect car-

ried to far that the Credit Foncier, of France, can obtain

title to properties under foreclosure in eight days after

default and the Banco Hipotecario, of Spain, in two days

after default.

Danger of Forced Sales

The sixth point to be considered is the loss of value

through disposing of the property at forced sale, and

through the injury to the reputation of the property

caused by the foreclosure. Though properties seldom

have to be bought by the mortgagee at foreclosure sales

in Europe, it is still the common rule in the United

States, largely owing to defects in our mortgage laws.

As has been pointed out, the time necessary to obtain

title or sell the property at foreclosure sale in Europe is

generally very much less than it is anywhere in the

United States, and is generally less in the Eastern and

Southern States than in the Western. It is usually in

the largest cities only, however, that there is any specu-

lative market furnishing a demand for properties of all

kinds at all times at a reduction in price from the normal

value. Outside of New York City there is practically no
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auction market for real estate, except in New Orleans
and Norfolk, Va., and in most, though not all, of the
smaller cities properties are sold generally to those who
intend to use them personally. The disposal of fore-
c'uscd property as promptly as possible in order to realize
on It. ,s the aim of most individual investors, and should
be the aim of all financial institutions, since real estate
other than that needed for their own use, is not a proper
asset for them to hold, as is recognized bv law. For the
reasons I have mentioned, where a quick sale is desired
a surprising difference will be found in different com-
munities and on various classes of property, some cities
having an active market which will absorb any good
property offered at a price within perhaps 5% to 107,
of Its full value, while in other cities it is difficult to ob-
tain within 257, of the full value obtainable under favor-
able circumstances.

Safeguards

It remains to suggest how these various elements of
depreciation may be guarded against without demanding
excessive margins on mortgage loans. Errors of hnlX
ment in appraising may be largely eliminated by trusting
only to experts of approved ability and bv concentrating
responsibility upon them, testing and examining their
work by Its results. In the ordinary course of a mort-
gage business, if loans are not properlv margined, the
hrst sign of this will be an abnormal amount of delin-
quent interest, followed u, an increasing number of fore-
closures, before any actual loss occurs. These act as awarning that the business is not being properly con-
ducted, as m times of ordinary prosperitv there should
be practically no foreclosures. The effects of a general
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depression may be partially avoided by anticipating the

depression as far ahead as possible, and either making

loans for less than the usual term of years, or providing

for a partial amortization through annual or semi-annual

obligatory payments in reduction of the principal, so that

only a small proportion of loans will be ou.tstanding for

their full amount when the panic comes. Special care

should also be exercised not to rely on the selling prices

of property during the period of inflation of values,

which commonly precedes a depression. The effect of a

general depression may also be minimized by skill in

choosing the classes of property on which to loan, retail

business property and single residences furnishing the

most stable security during a depression, and in large

cities multiple dwellings of the tenement type, followed

by wholesale property, large office buildings, hotels, apart-

ments, clubs, theatres and other special utilities in some-

what the order named.

Loss of value through changes in the structure of a

city may be largely avoided by a study of the principles

governing the growth of cities and by care in choosing

the locations in which to loan. Business property main-

tains its value best when on a main axis of traffic, and

residence property, when it is located in a large and

homogeneous district of good social character, with good

transportation facilities and an absence of neighboring-

nuisances. Depreciation through age, etc., should not

be serious, if the cheaper classes of structures and those

which, from the nature of their occupancy will have the

hardest usage, are eliminated. Accumulations of delin-

quent interest, etc., can be reduced by bringing fore-

closure suits prompjy, and by avoiding those jurisdictions

where the mortgage laws are exceptionally unfavorable.
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Finally, the difficulty of realizing fully on property at a
forced or quick sale, should always be borne in mind and
allowed for, and property of a class that suffers unduly
from this cause, such as suburban property or speculative

holdings, should be avoided.
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BUILDING LOANS

G. RICHARD DAVIS

M
Kinds of Building Loans—Loans in New York and
Elsewhere—Speculative and Contract Building—Loan
Associations—Operators', Owners', and Permanent
Loans—How to Figure Building Payments

liii:, « I

A GHXERAL definition of a building loan might be that

it is a loan secured by bond and mortgage on a

piece of vacant property, for the purpose of giving

to the owner of that property the necessary inai.cial

accommodation to assist him in the erection of a building

upon his land.

The broker, builder and building loan investor, all of

whom deal in building loans, have continued occasion to

estimate how large a building loan may be obtained, or

should be made, on certain projected buildin-- operations.

The lender and broker must also understand how to

safeguard their interests, when and in what sums to ad-

vance money, etc.

In estimating the amount of building loan to be made,
consider (i) the dimensions of the land; (2) the area

or the percentage of the lot that the building itself will

cover; (3) the height and general character of the build-

ing—that is, whether it is fireproof or non-fireproof, and
the purpose to which it is to be put ; (4) examination of

the plans and specifications; (5) whether the building,

if properly planned, is of a character suitable to the
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neighborhor,.! in wliich it is to be erected; (6) the finan-
cial responsibility of the builder and his general standing
as a mechanic and constructor of well-built buildings ; and
last and most miportant, the value of the lan.l and the
cost of the contemplated improvement. All these points
enter into the question of whether a building loan should
be made and how much should be loaned.

Percentage of Lot

In figuring the percentage of the lot that a building
will cover, deduct the area of the court, sides and yard
space. 1 he tenement house law ir New York City will
not permit a building built on an interior lot to cover
more than 70 per cent of the area of the lot. On a corner
lot there is no restriction placed on the percentage of
area that may be covered, but the yard of the corner
buildmg must be 10 feet wide for a distance of 50 feet
back from the street, and thereafter 2 feet wider, if the
budding be five stories high ; and one foot more for each
additional story that may be added, so that for a twelve-
story building on a corner lot looxioo. th. vard would
be 10 feet in width for 50 feet of the depth, and 19 feet
in width for the remaining 50 feet. The widths of courts
and shafts are all dictated by the tenement house law
It is therefore possible, when all these laws are observed
only to cover about 80 per cent of a corner plot, unless
It has an extreme amount of frontage in comparison to
Its depth.

Cubical Contents

To arrive at the cubical contents of a building, multiply
the area of the building by the height of the building
measured from the bottom of the cellar to the top of the

213

iiil

f

III



Practical Real Estate Methods

roof beams, and >ou have the cubic contents of the bulKl-

ing. In addition to this, add the cubic contents of all

bulkheads, extensions over courts on first floor, or vault-,

under the sidewalk. Any accurate estimate of the cubic

contents of a building should be based on an accurate

measurement of the size of the courts and yards, so as

to obtain the exact area that the building will cover.

j»^

I:-*
.

* I

The Use of the Building

Determining not only the general character of a build-

ing, but also the .daptability of a particular building to

a particular site, are most important, as it would be ob-

viously an ill-judged investment to finance the building

of an apartment house on Broadway near Wall Street, or

a larg» office building on Washington Heights. The
best judgment of the lender must be brought into play

in considering the proper improvement for a particular

neighborhood, as upon this depends the success of the

operation, and the lpnfl*.r, as well as the builder, needs

a successful opera*. •(. . his business is to continue a

profitable one.

The chief risk to the lender is the builder's failing to

complete the building. A careful investigation of the

builder's references, through material associations and

other sources, will generally give the necessary informa-

tion.

It is obvious that in the handling of building loans,

practical knowledge of building and of architecture, to

a more or less degree, is a requisite. The technical

knowledge and advice of the engineer and architect are

often required. In the ordinary types of five or six-story

buildings, such advice is not necessary, except in special
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work, such as deep foundation work, as the building loan
man is supposed to have a general practical knowledge
of how to build. Hut the lender of money for a building
loan on a ten to twenty story firru.aof building should
employ competent engineering and architectural super-
vision and advice to see that the plans and specifications
are correct and adequate, and that the building is built
according to them.

Building Payments

In the making of payments, and in the conduct of the
entire building transaction, it requires continuous, care-
ful attention to, and expert knowledge of, the situation
by the building loan man. Building payments arc ar-
ranged in schedules and agreed on in advance in writing,
but they are rarely lived up to, as builders often want
money in diflferent ways, and in more payments than
agreed. A rea .able building loan man will let re-
sponsible and well-meaning builders have these accom-
modations, as no contract can be drawn which will cover
all the necessities which arise in operations covering a
period differing from six months to two years. It must
not be supposed that loans of this kind can be oh»-\ined
without more than the usual charge, both of interest
and fees, than that made for permanent loans. The cost
is governed by money conditions, and varies materiailv
at times. Typical schedules of payments for diflferent
sizes of buildings are given at the end of this chapter.
Among the life insurance companies and other finan-

cial institutions which make this kind of loan, it is custo-
mary to charge a fee in addition to interest charges, suflfi-

cient to defray the cost of title examination, employment
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of counsel, architects and eiij^iiiccrs. i'luy also are most
particular as to tlic responsibility of the buiUlers they loan

to and in a number of cases insist on some substantial

bond as guarantee that the building will be completed.

Throughout the entire handling of building loan op-
erations, there is always risk of the builder's failing to

complete his building. The number of failures among
builders is proof of the fact that mistakes arc constantly

being made. Owing to the agreements among the work-
ingmen's miions and among the material associations, it

is very difTicult to finish a building ojjeration on which
a builder fails and owes money to the contractors, without
making a settlement with these unions, because they con-
trol the etnploymcnt of labor and the output of material.

Thus, although the failure of the builder may ruin him, it

also falls heavily upon the man who has his money in

tlic operation.

Loans in New York and Elsewhere

It may be well to draw a distinction between building
loans as made in New York City and elsewhere, owing tu

the difference in the laws in other States regarding me-
chanics' liens and building loans. Speculative building,

as we understand it in this city, is practically unknown
outside. Buildings are, of course, put up by speculators,

but they generally do not do the actual building work,
as our speculators do, but let a contract for the construc-

tion of the building to a building contractor for a fixed

sum. If they want to obtain a building loan they file

their contract with the financier or the building loan com-
pany, which contract states specifically the exact cost of

the building. The building loan company agrees to ban
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to them, let us say, (o per cent of the cost of the building
As the speculator or owner of the builc|,„jr ^^akvs pay-
ments to the contractor on account of the contract price
he obtams fro.n his builc'ins; loan cu.panv (« pc. cent'
of the amount he has a(lva..cecl, u|)on showing a receipt
from the contractor for the payments and a release from
the contractor of his ri«ht to lien. The lien laws in some
Mates are such as to make the amount due a contractor
dunng the pr-.^'rcss of the buildinK^ a prior lien to every
.ndebtedness of the pn.perly. whether there i> a mortL-ajrc
or not except the city's claim for taxes. assessme.Us, etc.
I hercfore the mortj^^agee dare not advance anv money on
the budding until he knows that there are no liens against
It

;

and to protect himself, he obtains releases in the for.n
of affidavits from the owner and the contractor and s„l,-
contractor. if any. that there is no money due or unpaid
them on the urn! ling, or else a waiver of their right to
hen. These laws practically insure to the contractors the
receipt of their money, whereas in New York State the
hen laws are very diflFerent. and no mechanics' lien t'akes
prior claim to a mortgage unless it is recorded before the
mortgage is recorded or before each advance is made
under the building loan contract.

Ill

Speculative and Contract Building

Speculative building and contract building therefore
are distmct branches of the building industry, and New
York City and its suburbs seem to have a monopoly of
the speculative builder, as we know him. Whereas the
contracting builder puts up the house with money 'fur-
nished to him by the speculator or the owner, the 'specu-
lative builder not only builds the house, but borro-^-s the
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money on his own name and credit to build it. The

building contractor is primarily and only a builder and

not a financier as well. His business is to know all about

construction, materials, where and how to purchase them,

and their relative cost, value and usefulness. The specu-

lative builder must or should know all of these things

and in addition be a financier, able to borrow money and

to use his credit along more or less extensive lines to

swing his various operations. The methods of the specu-

lative builder here briefly outlined are made possible

only by the high position which New York City real

estate holds- as a first-class security, the stability of which

is unquestioned and the marketability of which, as com-

pared with other cities, is immeasurably greater.

,! ,

;

^iy.jP - iLMi^iXSX

Building Loan Associations

In this country there are a number of building and

banking loan associations which have established towns

and villages through their financing methods. Some of

the co-operative ones are most worthy and serve their

purpose well in providing the workman with the means

of building and owning his own home.

They lend their stockholders sufficient money to buy

a plot of land and build a house upon it. By paying so

much a month on account of this loan, in addition to the

interest, the property holder gradually frees it from mort-

gage. In most cases the workman, after paying off,

say, 50 per cent of the money he owes the associa-

tion, is able to borrow the other 50 per cent outside at

a lower rate of interest and for a long period, and pay

off the association.

Other classes of building loan associations are those
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formed by a few men for thci> u„ benefit and of purely
speculative character. These men buy large tracts of
land and exploit them, selling them to workingmen pay-
ing dividends out of the principal, and when they fail
leave no assets.

'

Methods in Other Cities

In Philadelphia and Chicago, which are more nearly
equal to i\ew York, the method of financing building op-
erations has more nearly approached French methods. In
Chicago, several concerns have financed the building of
fine apartment houses and business buildings, upon which
they loaned from 50 to 60 per cent of the value Thev
have issued against these mortgages bonds due in from
one to fifteen years with varying rates of interest, from
5 to 6 per cent. These bonds are sold to individual lend-
ers in any amount from $100 upward.

In Philadelphia, two or three trust companies lend most
of the money and in the form of permanent mortgages
from tnree to ten years, making the first advance when
construction is started, and thereafter, as it proceeds to-
ward completion, when the loan remains as permanent for
varying periods. This latter form of mortgage is also
common now in New York, and is what we call a build-
ing permanent loan or a permanent loan in buildine oav-
ments. ^ ^ ^

Big Operations on Small Capital

It is astonishing to people who have not gone into this
subject, }ct careful investigation shows that the build-
ing loan operators in this city have made it possible for
a man with $5,000 to complete an operation involving
? 100.000. A number of these builders with lots of nerve
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and little cash have come to grief ; a number have built

up a fortune and a reputation by just such methods, and

the building loan operators themselves have reaped a

golden harvest for the risk they have taken.

It has been possible for a man with little capital to

finance a large operation, because the operator, the loan-

ing institution, and the speculative builders all have had

faith in the value of the property, and have believed it

worth not only one hundred cents on the dollar at cost,

but one hundred and ten cents for sale, and that each

year will add to the value of the land, making up for

the depreciation in the value of the building.

Building loans in New York City are generally made

for one year at 6 per cent interest, secured by a mortgage

on the property, known as a building loan mortgage,

which has varied clauses, differing materially from other

mortgages, and is accompanied by the necessary bond,

and by a building loan agreement, which recites, as pro-

vided by statute, in what manner and form the building

loan will be made. It is necessary to record this build-

ing loan contract as well as the mortgage, and thus give

notice to those who sell material, or do contract work

for the builder, how much he is to receive at various

dates. The loan is generally made in several or many

different advances, as the work upon the building pro-

gresses, and the building loan contract recites these va-

rious stages at which money is due.

THREE SYSTEMS OF LOANS

Discussing building loans as they are negotiated and

made, let us take, for example, a specific case : Tenement

houses are the most common form of speculative building
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to-day. Two lots, aggregating 50x100 feet of land, will
therefore be our unit for comparison and observation.
There are three ways in which building operations are

financed in this city:

I. Operators' Loans

First, where land is owned by an operator and
sold by him to a builder at a more or less ma-
terial profit. To induce the builder to pay this profit
a loan is made to him liberal enough very often to allow
him, with httle or no capital, to carry through a sub-
stantial operation. The methods of making a loan of
this character are similar to those described below under
Plan II. Under this first plan, the loans are generally
more liberal. Moreover, when finally a permanent loan
has been secured on the completed building, the operator
IS usually willing or obliged to take a second mortgage
unless the permanent loan is sufficient to pay off his
building loan mortgage claim. The amount of loan, and
Its terms, made by an operator is therefore governed
materially by the profit he makes on the sale of his land,
and cannot be compared to the loans made by building
loan companies to builders who own their land.

II. Loans to Land Owners

Taking again the same fifty-foot plot as typical, let us
assume that instead of belonging to an operator, it be-
longs to the builder, who desires to improve it with a
six-story tenement house. He has previously purchased
the land for $30,000. He paid $5,000 cash and gave
the seller a purchase money mortgage for $25,000. He
goes to a building loan company and asks for $30,000 to
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assist him in constructing the house. The building loan

company figures that the land is worth $30,000 and the

building will cost $45,000, making a total cost of $75,000.

If the company loans the builder $30,000, subject to a

ground mortgage of $25,000, there will be a claim of

$55,000 against the property, which will be more than

70 per cent of the cost. The company further figures

that when the building is completed, the builder will not

be able to borrow as a permanent loan over $55,000. It

does not figure on what the builder will sell the jiroperty

for, but what it will cost, arl what permanent loan the

builder can get. If the company is reasonably disposed,

it offers the builder a loan of $25,000, subject to a ground

mortgage of $25,000, making a total loan of $50,000,

or two-thirds of the total value—the common first mort-

gage percentage. The fee for such loans is small com-

pared with an operator's profit, and the amount of loan

is figured on a different basis entirely.

When the builder makes application to the building loan

man or company for a loan, the mortgage on the land is

most essential in determining the amount to be advanced

for building. If the builder had, instead of paying $5,000

cash, paid $10,000, his ground mortgage would be but

$20,000, and a building loan of $30,000 would be equally

as safe as a $25,000 building loan, subject to a ground

mortgage of $25,000. If the builder had paid $1,000 on

account of the land and had a mortgage of $29,000, the

building loan man would not be justified in offering over

$21,000, although this would be less than 50 per cent of

the cost of the building.

These figures illustrate the first important deduction

which broker? and lenders of building loans must con-

sider. Loans where the land is ozvned by the builder,
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must be calculated as if tliey were first mortgage loan,
and the building loan must include an amount sufficien'
to retire the land mortgage. It makes no difference how
much mortgage is on the land, so far as the amount of
loan goes; ,f there is no mortgage on it, the builder may
obtam all of the loan to use toward his buil.iing. but if he
has a mortgage on the land, he will have for buildintr
purposes only the difference between the amount of the
loan and the mortgage on the land. Therefore, whether
the oan is to be made as a first mortgage loan covering
.he land mortgage and cost of building, or second mort-
gage loan, covering the cost of building only, it must

10^^' ^^ '^^Jculated on the basis of a first mortgage

Another important requirement in figuring building
loan applications, is to be able to judge as to the amount
of permanent loan that may be obtained on the prop-
erty when the building is completed. There is no rule
to judge this by, other than that of experience and in-
vestigation as to mortgages on adjoining property simi-
larly located and of like dimensions and character
The amount of the mortgage on the land makes a ma-

terial difference in the manner in which the building loan
payments are made. If the land is originally mortgaged
for all It ,s worth, it is obvious that the builder has no
equity in his property until he has reached such a course
in the construction of it as to create one. For instance
If this 5<>foot plot of land liad a mortgage of $30,000,'
or for all it was worth, it would not be umil the build-
ing was enclosed that it coul.l l)e said that a reasonable
equity of, say, $20,000 was created. The property would
then be worth $50,000. and one might reasonably loan
two-thirds of the cost at that time.
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This is the theory (two-thirds of the cost), on Arhich

some building loan payments are arranged and based.

Another, and a more conservative theory, is to hold

back enough money at all times to complete the building.

Another vital fact in our discussion, is the cost of

putting up the building. Without these figures one cannot

form any judgment as to whether a loan is good or not

and how the payments should be made. There is no
exact rule for figuring the cost of building. The only

absolutely accurate method is to take the plans and speci-

fications of each building, get in bids on each contract,

add them together, add allowances for extras, interest,

carrying charges, etc., and the total is what the building

will cost. But while this may be necessary for a builder

to know, it is hardly necessary for the loan man or

broker, because he can arrive at it by less accurate and
easier methods, which vary according to the character of

the building proposed. If, for instance, it is such a build-

ing as a six-story tenement, covering two lots—he may
roughly figure at so much per front foot or per cubic

foot.

In figuring the cost of fireproof buildings, the usual

way is to figure by cubic contents only.

Sometimes building loan operators do not want to

make entire building loans themselves, and they ar-

range with a building loan man or company to advance

as much of the loan as the building loan company deems
proper. The building loan operator makes the additional

loan, by taking a second mortgage behind the building

loan company's mortgage, as security for his advance.

This transaction is carried on in the same way as the one

just outlined.

* I
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III. Permanent Loans

The third class of building loan, and one previously
referred to ,s wha^ is known as a building permanent
loan, or a loan made as a permanent loan for three or
five years but advanced in building payments from themie the buddmg is started. These loans differ from
the previous loans principally because they are permanent
investments and are made only by people who seek in-
vestment. They are the most advantageous loans a builder
can obtain as they insure a certain fixed amount ofmoney to use in speculative operation and relieve him of
the necessity on the completion of his building, of ob-
taining a new mortgage. Almost all of these loans aremade by a few of the life insurance companies, and now
and then by the title companies. It will be recalled thatm speaking of the other two kinds of building loans, that
the figures have been based on the value of the land at

)\u"l' t^^
'^' ^""'^•"^ '' ^*^^*^^' ^"d "Pon the cost

of the building. In figuring this third class of mortga-e
which is a permanent investment, it must be figured on
what the land can fairly be estimated to be worth when
the building is completed, and what the building is worth
-not what It costs; in other words, on the total reason-
able market value of the completed property. This makes
It possible to obtain a larger loan than the ordinary build-mg loan, and constitutes the difference, in amount be-
tween building and permanent loans. The rate of in-
terest on such loans is generally 6 per cent during course
of construction, and reduced to a lower rate after com-
pletion.

Most of the very large apartment houses, apartment
hotels, and business buildings, involving large sums of
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money and built by speculative builders, have been fi-

nanced in this manner.

< f

How to Figure Payments

The following schedules of building loan payments are
appended, as tentative forms in general use by some of
the large loaning companies

:

In figuring the amount of money to be advanced on
each payment, there are various methods. Every opera-
tion is different and must be figured independently.

There is no exact rule for figuring payments. Some very
general rules might run as follows : It costs 30 per cent

of the total cost to enclose a five-story corner apartment
house; 35 per cent of the total cost to enclose a six-

story inside elevator apartment house, and 38 to 40
per cent to enclose a six-story corner elevator apart-

ment house. It costs about 50 per cent of the total cost

to enclose a fireproof apartment house, and about 60 per
cent of the total cost to enclose a fireproof loft building.

Office buildings may be figured on almost the same
basis as apartment houses.

If these figures were to be used as a basis, it might
be proper to consider, if the estimated cost of a six-story

elevator apartment house, to be built on a corner plot

IOCX 100, is $150,000, that it would cost 40% of this, or

$60,000 to enclose the building. Then $40,000 would
be two-thirds of the cost, and the proper advance at the

time the building was enclosed on account of a building
loan of, say, $100,000. In addition to this, the lender

would also advance two-thirds of the value of the land,

so that in an operation as above described, where the

land was worth $90,000 and the building $150,000, a
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building loan of $160,000 would be two-thirds of the
estimated value, and the total of all payments made at
the tmie the building was enclosed would a^irreeate
$100,000. ^** ^

Typical Schedule of Payments for a Six-story
Elevator Apartment House

t.Vr'V^y''^"
^^""'"^^ ^""^ '^^'' ^^"^ are up to the second

tier of beams the second tier of beams laid, the front

.T, K 'V r'
^"* '•"' °^ ^^a"^^- a"^' the sewers into

tlie building line, out of which sufficient money is to beretained to retire prior mortgage of and accrued
interest up to date of payment
2nd—When the side and rear walls are up to the fourth

tier of beams the fourth tier of beams laid, and the front
walls up to the second tier of beams
3rd—When the side and rear walls are' up to the sixth

tier of beams the sixth tier of beams laid, and the front
walls up to the fourth tier of beams .

.

4th—When the building is fullv encloseci, roof
"'-Ttight, cornices, skylights and copings on, leaders
1.01.. ...c roof connected with the sewer
5th—When the fireproof floor arches are 'set' in the

hrst tier of beams, studding and partitions are setrjugh flooring down, rough plumbing completed, steam'

cim'"t ^r
^'^^^' ^P^^'*'"^ *"^^^ ^"^ electric wiring

6th—When the scratch and brown 'coats' of mortar are
on, rough ead work completed, tested and accepted
7th-\\hen the white coat of mortar is on, stairs

s epped up with temporary treads, stone work all com-
pleted, and boilers and hot water heaters ret elevator
enclosure completed and elevator machinery ''

.

8th—When the standing trim including uas'e is com-
pleted sashes in and glazed, tiling com- lete' -xceptinemain hall on first floor, and yard and cell' . cemented
elevator car delivered '

ciucmcu.
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9th—When the doors are all hung, except vestibule
doors, steam heating plant completed, excepting ratliators.
mantels set, tubs and refrigerators in, sidewalks cemented]
elevator car running
loth—When the building is completely finished, ex-

cepting ilecorations

: l 1

m

* I

Tsrpical Schedule of Payments for a Twelve-story
Apartment House

I St—-When the structural steel work is up to the
third tier of beams, and the walls up to the first tier of
beams, stair strings started
2n(l—When the structural steel work is up to the fifth

tier of beams, walls up to the first tier of beams, and
three tiers of floor arches set, and stair strings and risers
set to third floor

3rd—When the structural steel work is up to the
seventh floor, walls up to the third floor, and five tiers
of floor arches set

4th—When the structural steel work is up to the ninth
floor, walls up to the fifth floor, and seven tiei 5
floor rches set

5' -When the structural steel work is up to the
ele- ith floor, walls up to the seventh floor, and nine tiers
of iioor arches set, rough plumbing and heating risers
up to sixth floor 7

6th— When the building is enclosed, roof on and
completed, leaders up and connected with the sewer,
copmgs, cornices ind skylights set, all floor arches set.
all stair strings and risers set, and rough plumbing
completed .....
7th—When the plumbing is complete except fixtures,

steam risers and branches are all in, boilers in and set,
electric tubing in and the sleepers laid in five floors

8th—When all the partitions are set throughout the
buildmg, all sleepers and fill laid, and plumbing tested
to approval of the loan company
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guUkr;Jl'^'^'.^.V^;°^".^°*^
°^ ^^^'^^ '^ «". elevator

rooms :^] ;".'"'.f.':^:':
.'"• ^^•^ '^^'^"^^^ °^ "-• 1^^"!;.

h.iJ^''r^\^"
*''^

.f^"'''"ff trini'i's'coni'plctal.'in'cludinir

nif 'nf
7' hung t.lc in main hall and cLrridor se, one-half of plumbmg fixtures set .

.

i2th~Whcn all the finished' floors* arc 'lai,i." doors andother trim completed, hardware on. mantels set elevator

lk^r\irr^T- '"• ^'^'^^^"" •"• P>u-bing com-peted, mchu mg fixtures, smoke test made, radiators setelevator machinery in and stair marble set
*"'^^°" '^*'

tri/Vi'i;;^!!'!"
the buil.ling is completed, indud'ing elec-tric hght and gas fixtures, in acconlance with the plansand .specifications to the satisfaction of this Com an v ami

certificates issued by the P.uilding and Tenement HouseDepartments and Board of Underwriters
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STABILITY OF REAL ESTATE
DURING PANICS*

"p

WALTER STABLER

Financial Condition! in 1907 Affecting Real Estate—
Mortgages in Panic Months—Effects of After Panic
Money Rates—Bonds Versus Realty—No Money
Lost on Mortgage

THE enormous development and building operations

in 1905 and 1906, coupled with other conditions,

resulted in higher rates for money. The im-

position of the annual mortgage tax in 1905 raised

the rates of interest about a half of one per cent.

But, what had more to do with higher rates of in-

terest than anything else was the enormous demand
for money for every kind of investment. Five and
a half and six per cent money became a regular

thing, and it was supposed this would last for a very

short time only, because it did not seem possible for it

to continue. But it did last because of the enormous
demand for money. About the time we all thought money
would ease up—after the recording mortgage tax law
was enacted—we found that this did not seem to help

the situation; money became stiffer and stiflfer, and in

the latter part of 1907 the panic came when money was
almost unobtainable. The life insurance companies, sav-

* Extract from paper read before Y. M. C. A. Real Estate
Club, February, 1909.
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ZoD^'f''^
"^'' ^^ompanics and title companies allseemed to .hut up; tluy stopped Iendin^^ because they

^•"1 not Imve a to K-nd-that was the uh:>lc storv. The

the Coday clause m ojH..ratic>n. s., that thev coul,] nothave a senous run. and they be^an to calltheir mort-

miSt r' ""u ?
""'"" "^ '^^'^-l>'--'-tion. .)ecause thevmight be called upon to pay all thcr depositors, andhe secur..es they held ha<l depreciated hi some cases

ten to twenty pomts. They cot.Id not be blamed for it

leeTthem!'
^''^ '° ^' """'' "'^' '^ '''' ^'^^^"'^ ^''

all^.! IJ!'
.'",?'""'" '°"^P^"'^^^ "^"-^^ called upon for

fot u\
'"°""' ^^ '''''' •"^°'"^' ^« meerpohcy

and this took them entirely out of the lending; market

own !h'T
,'^"^P""'^^ ^^'•^ having troubles of theirown

.
they had no money to lend daily borrowers ; individ-

uals who had money, hoarded it away for some good op-
portu.i!ty to buy things cheap

*

Effects on Mortgages

And 2 ^ you have noticed the records of mortgagesdunng th. .X- or eight months that might be called the
panic moni,.s they were smaller than for years, and athigher rates of interest As the panic passed away, monevbecame more plentiful

,
then the thing happened thatalways does happen after . panic-money became a drug

in the market, and that is the situation to-, lav (February
1909). Rates are lower now than they have been for
eight or ten years. That condition. I think, is likelv to
last until business development of all kinds takes place.
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and improvements by the large corporations and the rail-

roads have been undertaken again, so that there is need
to borrow money.

The recording tax law has undoubtedly brought into

the market a great deal of money that was never there

before, because estates can lend money at 4>^% net.

Instead of being liable to taxation at local rates, they are
free from tax, and that will encourage the investment
of money in mortgages.

Future Conditions

How long this condition will last no one knows, nor
can anyone prophesy with certainty; ^ut I look for

tighter money by the latter part of this jear. I am told

by bankers that it is tending that way now; but, i. rt-

gage money is not affected so quickly as that for other

investments, and I think we may look for a very easy
market for mortgage loans during this year and possibly

part of next v«ar. When the general development begins,

I mean all over the country, building operations in other

cities as well as here, you will find rates for money will

be higher.

Realty Versus Bonds

The most gratifying thing about the panic to me, and
I am sure real estate men in general, is the way leal

estate stood the shock Stocks of all kinds were cut more
than in half, many bonds were in default, and no inter-

est was paid. But, when you look back over this period

of stress and call to mind how little depreciation has
taken place in real estate values, and see how few fore-

closures there have been, it is very gratifying. I have
.not seen statistics on the subject, but I believe there
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norl^T
f^^^--^ foreclosures during this period than innormal times. One reason was that cverv lender ofmoney felt ,t was his duty to the con.munltv to be aseasy on the borrower as possible. That stopped a jrreatmany foreclosures. That cannot be said about anv otherform of mvestment. A West Side broker, speaking tome durmg the panic, said he had been approached by acustomer to sell some real estate that probably had not

pa.d as well as he expected. The customer was told itwas not a very good time to sell. The owner said, "Whv
I can sell anything else without any trouble," and tl'ie
brokers reply was, "If you will sell your real estate at
twenty-five per cent of the loss your bonds and stocks
would show. I will sell it for you in five minutes." And
that IS the answer that can be given in regard to real
estate m all sections during the whole of that time
Mortgage mvestors have lost no monev. I do not believe
there is a man who has had an honest, well-invested ,nort-
gage who has lost anything on it.

This lesson will hav'e its eflFect on investors generally
I beheve that the savings banks will put a larger pro-'
por .on of their funds in mortgage loans, for the reason
that they know that, while they might not be able to go
out m the market and sell them in a hurry, they will nothave to do any marking oflf. and are certain to get their

mark oflF their assets to the extent of from ten to fifteen
}es, to twenty per cent of the value of their bonds. While
they were worth to them as much as before, in making
their report to the State Department, they had tomark then off. With some savings banks and life
insurance companies, it would mean insolvency if theyhad been obliged to sell securities at the' market
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price. That was not necessary with mortgages, and

while holding them they have received one to one and

a half per cent better interest than on other investments,

A larger investment will be made in bonds and mort-

gages, I think, in the future than ever before, and that

is, of course, always to the advantage of real estate in-

terests generally.

m. -
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ROBERT E. SIMON

Value of Real Estate History—Disregard of Preo-
edent—Trend of Trade and Movements of Centers
—Economic Studies—Creating Values—Vacant Und
and Its Dangers—Building Financing—Acreage

THE real estate operator, at one time, was a drone
in the community. He was really a real estate
speculator, would buy to sell at a profit, but would

do nothing himself to create increased value. To-day,
realty operating is a profession, and the speculative side
is very unimportant.

There are as many specialists among real estate oper-
ators as there are classes of property ; in addition, there
are those who deal in all classes of real estate.

The essentials for successful dealing in real estate are
foresight and imagination, a reputation for honesty and
square dealing; a thorough knowledge of the growth
and development of the city, of the requirements and
peculiarities of its people, and of its various centers ; and
last, but not least, capital. I put capital last because, with
the other requirements developed, it is very easy to get
capital in a big city. There are always a large number
of people with idle capital to back the opinion of an
expert. Many of our most successful real estate oper-
ators of to-day made their beginning in just this way,
receiving a share of the profits for investing the money
of others.
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Must Know Realty History

How is one to gain the necessary knowledge? By

close study of conditions as they were and now are in

the thickly populated sections ; by watching the shifting

of neighborhoods, the increase of population and its

sources, the increase of wealth and con:merce and their

sources and distribution; by trying to see where history

should and would repeat itself and anticipate it ; by study-

ing the financing of real estate and profiting by the mis-

takes of others. In short, the successful real estate op-

erator should be a veritable encyclopedia of the activities

of his city, and particularly of his own section, if he is

a specialist.

For example, it is evident that a wide street has a greater

value than a narrow one in the same neighborhood. It

affords more light and air; its capacity for handling traf-

fic, vehicular and pedestrian, is larger. It is also evident

that a long thoroughfare leading to and passing through

important centers has greater possibilities than a short

street, beginning at no particular point and leading to no

specific place. So we find in New York that in turn

Grand, 14th, 23d, 34th, 42d, and all the wide streets

throughout the city and its suburbs; and Broadway.

Fifth Avenue, and the other north and south thorough-

fares are more or less important according to the sec-

tiotis they intersect; and that as a consequence, when a

wide cross street intersects a prominent long thorough-

fare, the junction is usually important, and the values

at such a point are greater than any other in the vi-

cinity.

But it is the value peculiar to each such intersection or

neighborhood tliat commands study. The keenest fore-
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sight reaps the largest profits. It is not so many years
ago that the corner of 34th Street and Mfth Avenue went
begging, and that the wiseacres shook their heads and
wondered what the Tabernacle at jjth Street and Broad-
way could be utilized for at the price at which it was
then held. And yet to-day both of these corners are
worth and would find ready sale at many times the for-

mer prices.

Disregard of Precedent

Often originality and nerve will prompt a man, be-

cause of recognized peculiar conditions, to throw all

precedent to the wind and win out. Just as Henry Siegel,

in the face of the accepted opinion that the west side
of a north and south thoroughfare is much better, built

on the east side of Sixth Avenue, i8th and 19th Streets.

Not only has the business been a marvelous success, but
the entire east side of Sixth Avenue, from 14th to i8th
Streets, has been benefited.

His reasons, no doubt, were as follows: Noticeably
peculiar to that particular section between 14th and
23rd Streets, Broadway and Sixth Avenue, at that
time, $1,500,000 was being annually spent by merchants
in the advertising of dry id furnishing goods. This
made that section the reta shopping centre of the city.

Fourteenth and 23rd Streets were best between Fifth
and Sixth Avenues ; therefore it should be easy to draw
some of the traffic to the east side of Sixth Avenue, as
it was the nearest point between these important dis-

tricts. It is readily seen that this same reasoning would
not hold good everywhere. And so, again, owing to

Hie Altman and Macy stores, has the lot value on the
north side of 34th Street developed to equal, if not
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greater, value than on the south side, although, with

the exception possibly of 42ncl Street, owing to the park,

the land value on the north side of almost every other

wide business street is worth one-half of that on the south

side, or even less.

It is in this way that real estate history is made and

should be studied.

Noting Trend of Trade

One usually finds that land in recognized centers, such

as hotel, club, theatre and amusement, shopping, manu-

facturing centers, etc., has a peculiar value. Then it

is necessary to know the requirements for proper im-

provements, such as the capacity of a building necessary

to create a paying investment, the amount of land needed,

the proportion which can be built upon, the cost of

construction, the income desired, and the transit facilities.

The center of population, which, in a growing city, is

constantly changing, must be carefully watched to ap-

preciate when it is time for a shifting of these centers

for the convenience of the citizens. Comparatively young

men have seen the theatre centers change from below

Astor Place to Union Square, next to Herald Square,

then Times Square, and now from Columbus Circle to

Lincoln Sqtiare, with 125th Street and Seventh Avenue

and 149th Street and Third Avenue as additional centers.

So also have the hotels and clubs moved northward, as

they naturally continue to follow the residential portion

of the city.

Econoniic Studies

To be able to judge whether we have overproduction

in housing facilities, the operator must be in touch with

immigration, with the natural growth, and the increased
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demand through marriages, etc.; also with the class of
dwelling needed

; whether we have too many high-class
and too few cheap apartments; whether the scale of
wages permits paying for better facilities, etc All of
these things are not the result of guess work nor chance
but of constant study, careful observation and applica-
tion. This study also discloses the extravagances of a
community, thus regulating the rentals of shops and
stores, especially on select streets, such as Fifth Avenue
and Its side streets. As the land value is regulated by
Its income-bearing possibilities the wealth of the com-
munity is an important factor.

The financing of real estate is extremely important.
It IS, at times, complicated, depending largely on the
class of real estate dealt in This will be discussed later

I have attempted to show how. largely by comparison,
one arrives at real estate values, and why I put fore-
sight and imagination first in my list of requisites.
Real estate operators can be divided into six classes-

Those who deal, ist. in business property ; 2nd, in private
residential property; 3rd, in apartments or flat property
4th, in vacant land generally or land a.lapted to any
specific purpose; 5th, in factory and stable property
0th, m all kinds of real estate. Each class has its own
peculiarities. The general rules which I have outl-M
apply to all classes.

Creating Values

Dealers in improved property can do many things to
create additional value. They can modernize old build-
ings by putting in modern show windows, which will
result in increased rental; by changing a loft to an office
building, or vice versa; by changing an old dwelling
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intb a combination store and loft, office or bachelor

apartment; by putting in a passenger elevator where

there was none. They can increase income by reducing

expenses, changing the heating plant, or taking out an

old style hydraulic elevator which consumes coal summer
and winter and requires a high-priced engineer, for one

of the electric type. In private dwellings they can change

the front and turn a high stoop into an American base-

ment, put in modern plumbing, add an extension or

another story, or install an electric elevator. In apart-

ments they can change the combination or the number

of rooms, niodcrnize the entrance hall, redecorate, and

put in open plumbing or steam heat; or furnish better

elevator and hallboy service, etc.

In some cases no structural change is necessary. The
operator can realize a profit by increasing the net return

through procuring a more desirable mortgage, either

in amount or rate of interest. Or he may buy the

land, regardless of the value of the building, because

he realizes that the property is worthy of a better or

different type of improvemont and figures on its dem-

olition.

It is most important in purchasitig improved property

to be certain either ihat the building is or can be made

suitable to the character of the neighborhood's needs.

One must know The valije of the structure. But ver\

often, though the land has a fixed value, a purchaser will

pay in excess of this value, plus what it would cost

to CO. ruct the building erected thereon. This is due

to the mcome the building is capable of producing when

the value of this property is figured on an income basis.

Many operators, anticipating a change in the neigh-

borhood, rent an old building for what it will bring,
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and carry the property at a loss until they can realize
a profit from someone who will tear it down or alter it

In clungmg neighborhoods, it is desirable to take less
renta and have leases so arranged that they can be
cancelled and possession had at a given time. Sometimes
It IS necessary, in order to find a tenant under these
conditions, to stipulate a sum to be paid should posses-
sion be desired before the specified termination of the
lease.

It is almost invariably the operator who discloses to
the public the possibilities of a new section. He is the
pioneer and deserves reward for his foresight. Not in-
frequently, however, he is too far ihead of the times-
•s unable to hold out until his anticipations are realized.'
and suflfers losses. Take, for example, a man like Ham-
merstein. who foresaw the great future of 125th Street
and built the Harlem Opera House and the now Proctor's
Theatre near Park Avenue. He then anticipated the
great theatrical center at Times Square and built theNew York Theatre block on Longacre Square, be-
tween 44th and 45th Streets on Broadway. He had to
sacrifice the 125th Street properties to try to save the
Longacre, and then lost that. He was then laughed at
for his follies; but it is only a few vears ago that the
New York Theatre was sold for less than a million
dollars and to-day it is worth much over two millions,
i hough many lost money on Fifth .Avenue property
between 26th and 42nd Streets, to-day it i^ as scarce
as rare diamonds.

Vacart Land
The improvement and financing of land where build-

ings are demolished and new ones erected arc the same
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as those of vacant land and will be taken up later.

The operator in vacant land has the hardest row to

plow. His capital is invested with no return until

the property is improved and rented; not only has lie

no income, but in addition, he has the carrying charges,

taxes and interest, and sometimes assessments, increasing

his cost daily. How this amounts up can best be realized

by actual figures. Take a plot worth $100,000, mort-

gaged for $60,000 at 5%

:

Interest on mortgage, per annum $3,000.00

Interest on capital invested. $40,000, at 6%
per annum 2,400.00

Taxes at 1.70 1,700.00

Thi> amoimts to $7,100 per annum, or about $19.50

per day, or 80 cetUs every hour of the day, not allowing

anything for assessments, while he is waking or sleep-

ing, and this increases or decreases in proportion to

the value of the land.

In purchasing vacant land it is important therefore

that one consider these carrying charges, for in case

the property is not sold quickly the growth and future

value of it should be sufficient to show a profit over

and above the cost and carrying charges. In addition,

the operator should know for what class of improvement

the property is suitable, and how it could be financed

should building be commenced.

Building Financing

Sometimes the operator buys and sells the vacant land

and secures a profit. He may sell and only get back a

part of his cash invested, and a second mortgage for the

fjalance ; or he may sell to someone desiring to improve
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and agree to advance a share of the monev necessary
for the cost of the building': or he may not advance any
of the construction money, but agree to go (with a
second mortgage) liehind such a sum borrowed else-
where. The first two cases are v:;ry simple. In the
third, the operator makes what is called a building loan

;

that is, he aj^rees to take back a first mortgage (only
m very rare cases is a building loan made as a second
mortgage) for a sum representing the mortgage on the
land, plus an amount which he agrees to lend toward
the construction of the building. As the building pro-
gresses the money is paid in instalments, called payments,
which are stipulated and set forth in the building loan
mortgage, placed on recortl.

In making such a mortgage, the operator has many
thmgs to watch for: first, that his builder-purchaser is

competent and has a good reputation in the trade ; second,
that the building he purposes erecting is pn.pcrlv planned
and suitable to the needs for which it is intended and
the neighborhood in which it is to be erected ; third, that
the builder is financially able to complete the structure

;

and fourth, that his payments are equitably di.stributed,'
so that the builder will at all times have sufficient money
to meet his bills and yet will not get more monev than
the value of the work done at the time of payment .safely

warrants. All of this tikes a thorough knowledge of
the real estate and building husincss and a keen head
for financinj^.

The operator has various methods of financing a
building loan: first, having sufficient money of his own
to make all payments ; second, selling the building loan
m its entirety to someone who will take it over and make
the payments either directly to the builder or through

243



Practical Real Estate Methuds

the operator (in both cases the f»|)erator frequently guar-

antees the completion of the building) ; third, by hypoth-

ecating the building loan and borrowing a portion of

it, financing the balance himself

Owing to the recent stringency in the money market,

it has become customary for the builder to try to procure

a building loan which shall become a permanent mortgage

when the building is completed. The building loan other-

wise is a temjwrary mortgage only and comes due at a

specified time after the completion of the building.

The operator often reaps large profits by purchasing

a number of lots in an undeveloped section, selling otT

a portion for improvement and realizing a bigger price

for the balance. He also creates value by taking land

supposedly suitable for five or six-story buildings and

improving it with six or eight or ten stories, thereby

greatly increasing the income.

One other form of handling vacant lots in a fast

growing section is to erect one-story stores. These bring

in an income, stop the increased cost of land due to

taxes and interest, and can be readily torn down when

the neighborhood has developed. Such an improvement

is commonly called a "taxpayer."

Acreage

Another field for operating in vacant land is the pur-

chasing of acreage and its development into city lots,

by cutting through streets, laying sewers, paving, etc.

Such property is sometimes sold at auction before any

physical improvements have been made, or sold in lots

or plots, after improvements have been made, at auction

or at private sale. Acreage property also must be care-
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fully fin c,i. The most desirable method, from the
operate; standpoint, if he cannot or doc-s not wish t..
pay all ca.h. is to procure a blanket inortgaij. which is
a mortgage covering the wh(,lc purchase, with release
and substitution clauses; that is to say. with the holder
of the mortgage agreeing to release ;.n, portion of the
property desired from the blanket ni/.rtgagc. and if

reTcased

^^""'"^ * ''''^'^*'' mcrtga.qe on the parcel' so

Many operators sell these lots on the instalment plan
'" which case the purchaser should be caroful to ass.,re
Juni^elf before signing his contract that the seller has
•na.Ie proper arrangements to <lclivcr the land purchased
nee and clear, at the time the last payment is made'
Sometimes land is sold where there is a blanket mort-
gage

;
then, when the ti.. fj- delivering the deed arrives

the seller cannot give a i.<.vl title, because he cannot'

igage and has not money
i

- ^ irtgage.

be done in the wry of
be seen in the Hunts

' about three thousand
building only the best

release it from th'.

at hand to pay o^ tl

A good exam:-!; •

developing acrea
;

Point section of the !U

city lots are being ini-.

)(•

' v° ' '. ""11. 1111^ uiuy inc DCSt
two mdy, four and fiv. story houses, and even six
stones with elevators. This has created a model section
of the city, and increased land value from the price per
acre to the price per 25 foot lots.

So we see that the operator has ceased to be a gambler
and has become a potent factor in the development of
social welfare. He is even a benefactor to the com-
munity. No one will dispute that the mere fact of
his making a profit or good return on his investment
detracts from the fact that he is constantly increasing

245



lii-

Practical Real Estate Methods

the income and credit of the city through the greater

tax value he creates; that he is studying and experi-

menting to improve the housing conditions of the in

habitants; that he is furnishing employment for armies

of workmen ; that through modern construction, he tends

toward increasing the business of the shopkeeper, mer-

chant and manufacturer, and that he is accomplishing

this through a legitimate business along scientific lines

I

it

'
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WHAT TITLE INSURANCE IS

PHILIP S. DEAN

Nature of Title Insurance—What PoUcies Guarantee
—What They Do Not Cover—Character of Agree-
ment—Actual Protection—How Policies Are Voided
—Importance of Covenant and Warranty

TITLE insurance deals solely with titles to real
estate and interests in and liens upon real
estate. Its purpose is to guarantee owners

and other persons interested against loss arising from
defects in the title to such properties, or from tlie uii-

marketability of such titles. This guarantee is in tlie

form of a policy and is issued by a corporation which,
in this State, must have a minimum capital of $150,000.
The policy is issued after an examination of the title

by experts in the employ of the company, and the person
who is applying for the insurance is "informed by an
elaborate written ro|)ort some days before he acquires
the title, of the exact condition of the title as disclosed
by the examinatiun. The policy thereafter issued to
him is substantially a contract by the title company that
the title is in the condition shown by its report, and that
if it is not. the title company will reimburse the assured
for any loss, not exceeding the amount stated in the
policy, arising from any discrepancy. The title policy
contains four general agreements:
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What Policies Guarantee

First, it guarantees that the title is marketable. The
iiiarketability of the title is its most important attribute,

implying as it does that the title is one which a purchaser
can be compelled by the courts to take. An owner
having a policy insuring that his title is marketable knows
that he can compel any person who contracts to take
the title to fulfill his contract or, if the courts relieve

him, the title company will stand the loss.

Second, the policy states and guarantees the exact
condition of the title, and at a glance the owner is

informed as to the liens on his property or any ob-
jections to the title.

Third, the policy is an engagement to pay the cost of
any litigation affecting the property.

Fourth, the policy guarantees that if the assured sells

the property with warranties, he shall suffer no damage
by reason of any defects in the title, for which he would
otherwise be liable on these warranties.

The amount in which the company will reimburse the
assured for loss is limited to the amount stated in the
policy. The policy is not assignable and protects only
the assured. One reason for this is that only a single

premium is exacted. There are no annual premiums on
title policies.

Nature of Policy

The policy itself consists of a number of printed pages
on which are written the name of the assured, the de-
scription of the property insured and the defects or
incumbrances affecting the title, and against which the

company assumes no liability. The description of the

property is contained in what is known as Schedule "A."
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Schedule "B" contains a statement of the defects and
incumbrances against the title, and this schedule every
assured should carefully scrutinize, or he mav find the
policy a disappointment. He should take nothing for
granted^ When an assured sells he should make a con-
tract which conforms to the policy ; that is to sav. the
contract should contain the description of the property
contamed in the policy, and the assured should not agree
to sell except subject to the incumbrances and detects
If any, shown in the policy. Unless this is done, he ,nay'
find he has lost the protection of the policy, because the
insuring company only agrees to enforce a contract of
sale made mac ,rdance with the policy. The printed
portions of the policy contain the conditions on which
the msurance is made and are fair and unobjectionable.

Actual Protection

The actual protection afforded by the policy mav be
classified under two heads

:

f'-irst-Where the title is good and marketable, and
in the condition which the policy states ; and
Second-Where it ic not marketable and is not in the

condition which the policy states.

In the first of these case's, where the title i. marketable
and in the condition stated in the policv-. the only loss
tor which the insuring company will reimburse the
assured ,s the cost of litigation to defend and enforce
tlie title insured.

Incidental losses are not covered in this instance A
policy holder should understand this clearly Take this
instance: An assured desires to sell the propertv. title
to which has been insured to him. He makes a contract

;
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the purchaser declines to take the title, affirming that

it is bad. The assured msy be delayed in obtaining the

purchase moner ana in enforcing the contract, and suffer

loss of interest or «her incidental losses, consequent

on such delay, tet, assuming that the title is ultimately

held by the courts to be pfotKl, the policy gives no other

protection than covering the cost of the litigation nec-

essary to compel the purchaser to take the title.

In the second case, where the title is not in the con-

dition which the policy states, the company will respond

for loss of every sort, incidental or otherwise, resulting

from defects in the title, but not exceeding the amount

stated in the policy ; so that, generally speaking, in the

case of titles which are defective, but which a policy

has insured as good, the policy holder is reimbursed for

all his losses, up to the amount stated in the policy.

How Policies Are Voided

All policies of title insurance require the utmost good

faith on the part of the assured. They must notify the

company, before applying for the insurance, of any ques-

tions affecting the title, of which they have notice, and

their failure to do so may invalidate their policies.

After the policy has been issued, when a claim is

made against the title insured, the policy holder must

at once notify the company, in order that it may, at

once, take such steps as it may deem wise to protect the

assured and itself. It has also the absolute ri'_,ht to

conduct any litigation with regard to the title, and tlic

assured stipulates that his ntme may be used for this

purpose, the company, of course, paying all charges of

every sort incidental to such litigation.
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The company also has tlic right, in case there is a
defect m the title resulting in a loss paid to the assured,
to avail Itself of any covenant or vvarrantv which the
assured may have, giving him a claim against some other
person, by reason of such defect. This is an important
right which the assured is bound to preserve harmless
to the company, and if he releases or impairs it. he may
thereby mvalidate his policy.

Title insurance companies cannot insure every ri.k
that IS offered to them. In this particular thev resemble
other msurance companies. They cannot risk their cap-
ita by the assumption of unusual and extra hazardous
nsks. It ,s their aim, and, of course, is greatly to their
interest, to msure every title that is offered, and they
are resourceful and ingenious in suggesting wavs of
cunng defective titles and aiding owners to perfect' their
titles so that they may be insured. A title once insured
IS a likely source of future profit to the company. Having
once examined it, the company can continue it's examina
tion to a new purchaser at a minimum cost, and the fact
that a title is insured makes it more desirable and easily
transferable. ^

Title companies have added greatly to the negotiability
of real estate, owing to the speed with which titles can
be examined, through the instrumentality of the exten-
sive plants and large forces of the companies. The long
delays incident on the examination of titles by lawyers
are, to a great extent, things of the past, and at no
distant day. it is believed that the companies wiH have
approximated the ideal toward which they are aiming-
rnaking a transfer of real estate with the same rapidity
that transfers of stocks and bonds are now effected on
the Stock Exchange.
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FIRE INSURANCE

R. O. HAUBOLD
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The Successful Broker—The Standard Policy and Its
Provisions—Legal Points to Be Considered—Need
for Including Certain Clauses—Structural Changes-
Forms of Insiuance—Average Clause—Inclusion of
Machinery

IN
order to be successful as a broker, the first stc;.

necessary is to realize that in becoming a broker ami
accepting an order to place a policy of insurance, you

are assuming a confidential relationship to your client,

and he looks to you to see that you are going to give

him protection against possible loss by fire.

A fire insurance policy is a contract between yoii

client and the company, the conditions of which hav
been prescribed by the Legislature of the State of New
York, and it is as obligatory for the assured to live up

to these conditions as it is for the company to pay the

loss when it occurs.

In the vast majority of cases, the assured is unfamil-

iar with these conditions, and it is your duty to see that

the contract is so worded that such contingencies as

may arise in the business or occupation of the assured

are provided for.

Standard Policy

In order that this might be so, a thorough study and

understanding of the printed form of the New York-

Standard Policy is absolutely necessary.
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Firstly, the interest of the assured in the property to
be covered should be clearly and properly expressed,
whether he be owner, lessee or mortgagee, or if a firm if
incorporated or not.

'

Does the property stand on leased ground or does
the assured own it in fee simple?

Is the property encumbered by chattel mortgage or
not?

The occupation of the premises and the uses they
are put to should be thoroughly understood by the
broker, and privileges for such occupation or occupations
of a lesser hazard put in the policy.

Legal Points

At this point I wish to call your attention to the
fact that the courts have ruled that, where the policy has
once been voided by failure to comply with its conditions,
It IS not automatically brought to life again bv a correc-
tion of the faults. For instance, a building once vacant
for a longer period than allowed, would not be properly
covered by the existing policy, even if the building be-
came occupied at a later date, unless the necessary per-
mission be granted in the first place.

The policy does not cover loss to "awnings, bullion,
casts, curiosities, drawings, dies, implements, jewels,
manuscripts, medals, pictures, scientific apparatus, sculp-
ture," and it is necessary to enumerate these articles in
issuing a household furniture policy so that the assured
may collect on these articles which are usually part of
his household effects.

In a manufacturing plant, dies, patterns, signs and
awnings should be similarly treated.

^53
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In insuring apartment or tenement buildings, awningN,

shades and stair and hall coverings, can, to a limited

extent, be covered at the building rate, but care shouM
be exercised that awnings are covered while in or at-

tached to building, so that the period while same may
be only stored in the cellars or basement will be pro-

vided for.

The use of electricity for light, heat, and power is

now prohibited, except under certain restrictions, ami

the conditions of these clauses should be carefully oh

served.

) Structural Changes

The employment of mechanics on the premises for a

longer period than 15 days making extraordinary altera-

tions or repairs, is a violation of the conditions of the

policy, and in the event of this necessity arising, a privi-

lege should be obtained from the company.

In the event of a loss occurring, the conditions as

expressed in lines 67 to 80 of the Standard Policy should

be carefully complied with, the clause relating to the

care of property after fire and pending the adjustment

of loss being most important.

The cliange of ownership of the insured property and

also the change of hazard in occupation should receive

immediate attention.

In the cancellation of policies, the rights of assurcil

or mortgagee should be carefully guarded, and in this

connection I desire to call your attention to the fact

that the Standard Mortgagee Clause makes it incumbent

upon the company to continue the insurance in force in

favor of the mortgagee for 10 days after the completion

of a cancellation as regards the assured.
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Cost of Insurance

In soliciting insurance, the cost of same has, of course,
an important bearing, ami ilie argument is often used
that the rate can be rccUiced lo'/,' by the appHcatiDu of
the lOO';; Co-insurance or Average Clause. This, to
my min.l. is a most tlaiigcn,u> ]iracticc. and docs 'not
redound to the benefit of tlie a>sure.l in many cases. It
gives the companies a decided advantage, as is best
proved by the fact that they can afford to reduce the rate
of insurance by reason of the ap;)!ication of the clause.
An SoS' clause on a $io,q;).j valuation requires an

$8,000 policy, and a loo^, clause a $10,000 policy; con-
sequently, while you reduce the rate 109; , you increase
the insurance 25'/;, and the net result is that your pro-
tection is actually costing you I2>S% more than with
the 80^ clause. Of course, you have additional pro-
tection if you comply with the conditions of the omtract,
but at a considerable increase of cost and in only a few
cases is it necessary to insure the full value of property
because a salvage of at least 20^;^ is the rule and not
the exception in cases of loss in this city.

The hardship of a co-insurance clause of either kind
can be lessened in cases where builder/- arc insured, by
excluding the cost of foundatior^; :n '. cx-.avaiJons below
the level of the ground, so that thv. .; itorv, will not be
taken into consideration in fixing the origin.: value oi the
>tructure, thus limiting the scope of the *!au:,r

It is also permissible to include under Ki^ butldini, \m
(whicii carries almost invariably a low-r rate tiian the
contents) boilers, engines, and main shaft' g >..«! ma-
chinery pertaining to the service of the building ; the
furnishing of power therein.
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HOW TO REDUCE INSURANCE
COST

W. R CRANE

is!

< I

How Rates Are Fixed by the Companies—Minimum
Rate and Specific Rate—How to Determine—Ele-

ments that Add to Cost—Importance of Schedule

Computations—Credit for Fire Appliances—Rate Re-

duction a Specialty.

THERE are two general classes of insurance rate<:

known as niininium and specific. All dwellin^"^

containing not over two families, and all apart-

ments and tei"ment houses with or without stores on

the first floor, not over a specified height and area, and

private stables are given uniform rates applying alike

to all buildings of a class. These are known as "mini-

mum" rates, and all the broker needs to know respect-

ing them is that the risk in question is a one or two

family dwelling, an apartment or tenement house, or

store and apartment or tenement house, and see to it

that the right rate for its class has been used. These

rates are published in the handbook of the Exchanjj;e.

which can be purchased for a small sum, or they can

be secured from the company or agency offices, Thc>e

classes just enumerated include nearly all the risks that

are rated under these minimum or universal rates.

How to Find Specific Rate

All buildings and their contents not covered by these

minimum rates are given specific rates. That is, apart-
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ment and tenement houses over the specified size with or
without stores, or of any size if with stores with a
hazardous occupancy, and all mercantile and office bu.hl-
mgs, manufacturing cstahlislimcnts. dncks. piers, ware-
houses, etc., have separate or specific rates for each
individual building. A rate is made for the buil.ling and
for each occupant except in the case of dwellings an.l
offices where one rate is mnde for such contents. If a
broker wishes to know the rate on a building, say «)oo
Broadway, all that is necessary is to go to a rate cabi-
net. There is one located in all company and agencv
offices. Open the drawer labelled •'liroadwav" and find
the card numbered "900." On it will be the rate for
the building and each occupant therein. It mav be in-
teresting to know that there are about 50,000 such cards
covering individual buildings. As the whole problem
of rates, from the broker's point of view, is occasioned by
this specific or individual rated class, we will give the
minimum class no further consideration.

What Determines Rate

And now as to how these specific rates are made Be-
fore a new rate is published, an inspector from the
Exchange visits the property and makes a careful in-
spection of the entire building. From his report the
rate is computed on the pr(.pct schedule blank. There
are over 25 forms of schedule in use by the Exchange
each form being used for its respective class or classes'
It might be well to explain that these schedules are our
yardsticks for measuring various classes of properties
Our experience gives the fire cost of a general class, and
this for the sake of illustration we will call the length
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Practical Real Estate Methods

of our yardstick. This is divided into parts, each rep-

resenting the different features which contribute to the

fire loss of the class. This yardstick is then used to

measure the individual buildings of the class and to

proportion accurately the insurance premium to each.

In the case of a store and dwelling rated because of

a hazardous occupant, the schedule is rather simple,

containing possibly only two or three charges. The

other schedules are more complex, and to understand

fully the reason and effect of the various charges in the

schedule on a large mercantile or manufacturing estab-

lishment requires some little experience. The schedule

blank used to rate a mercantile building contains over i lo

items. These items measure : ( i ) The features of build-

ing construction, such as walls, roots, mansards, floors,

ceiling and side wall finish, area, height, elevators, stair-

ways, well holes, dumb waiters, vent shafts, skylights,

cornice, lighting, heating, chimneys, frame extensions,

stone piers, iron columns, fireproof floors, features of mill

construction, etc.; (2) hazards of occupancy, which in-

clude the number of tenants and number of operatives;

(3) fire appliances, such as automatic alarm, chemical

engines, buckets, standpipes, watchman and clock, fire

escapes; (4) exposure from surrounding buildings ; (5)

housekeeping features, such as stove-pipes, coal and gas

stoves and gas jets and any unsafe heating or lightmg

appliances, packing material, broken plaster, benzme,

lack of waste cans, untidy floors, unsafe heating ap-

paratus, etc.

You will see from this that in determining the insur-

ance rate to be charged, every effort is made to give

consideration to the various features, good or bad, which

affect the fire cost.
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Value of Schedule Computation

Thus far we have considered the method of fixing
these insurance rates, and the question naturally arises,
what can the broker do to serve his client in respect to
this matter of rates? As a matter of fact, nearly all
the competition between brokers is over this question
of rate, and efforts to secure the lowest figure. It should
be explained that the Exchange, upon the request of an
assured, will furnish him with a copy of the schedule
computation of his rate. This can be turned over to
the broker and, he having this schedule in his posses-
sion, the Exchange will furnish him with such infor-
mation as he may request. This is an exact copy of the
schedule and shows all the charges that comprise the
rate. The first thing to engage the broker's attention is

the charge, if any, for poor housekeeping, or faults of
management. A short time ago I had occasion to aver-
age the rate on fifty buildings and found the charges
under these housekeeping items amounted to about 12%
of the gross rate. Some brokers had been asleep. The
broker should learn the reason for the charges and just
what improvements are necessary to remove them.

Credit for Fire Appliances

,
The next step should be to secure as large credit as

possible for fire appliances. Buckets give the largest
return for cost. If the insurance premium is large, it

is frequently profitable to install automatic alarm, stand-
pipe, watchman and clock, and perh-ps sprinklers. Our
office has just recommended improvements which will
cost not over $500, and which will reduce the rate on
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a large furniture factory from 2% ($20 per $1,000) to

.26 ($2.60 per thousand).

If the broker is enterprising, he will suggest any

changes in construction which will lower the rate, such

as the correction of skylights, the protection of floor

openings, the fireproofing of iron columns, cutting off

of boiler room, separating sections of a plant, providing

shutters on exposed windows. If he ranks among the

more progressive, he carefully examines the building and

all 'Appliances and makes sure that no charge has been

made in error and that credit has been given for all

desirable features. The saving in rate secured by a

careful scrutiny is frequently considerable. Not a great

while ago we had occasion to examine a schedule for a

broker and found a change in the process of handling

the goods warranted the use of a different schedule form,

and the rate was reduced without any action on the part

of the assured from 1.55 to 1.07. Investigation of an-

other rate showed that there ha(. been a change in the

occupancy of an exposed building and the rate was re-

duced from 2.31 to .67.

Rate Reduction a Specialty

The use of these highly detailed schedules has made
it necessary for the large brokerage firms to employ men
skilled in the technique and engineering features of this

business. Several companies have found it desirable to

engage men of this training to help the brokers whose

offices are not so fortunately equipped. In the company

I represent there is a department consisting of three

inspectors and a clerk who spend nearly their entire time

in assisting brokers in securing the lowest rate for their
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clients. I would not, however, dismay the new broker
or experienced broker who is comparatively unfamiliar
with this feature of the business, but would suggest:

First—Always have your assured secure a copy of his
schedule rnte (provided, of course, there is a specific rate
covering his property) and secure possession of this
schedule.

Second—Make yourself familiar with the various
charges and suggest such improvements as you can.
Third—Always suggest to your assured any improve-

ments which come within the pale of reasonableness,
whether you think he will make them or not. Always
make them in writing. Unless you do this, vou will
probably awake some day to find that some competitor
has interested your client in some improvement you
thought unworthy of c nsideration, or perhaps casually
mentioned in a conver don soon forgotten.

Fourth—If you can, verify all the charges and make
sure you have been given all the credits ; if you cannot
do this yourself, refer the schedule to some one who can.
Ur.less you have made sure that the rate is the lowest
that can be secured and have suggested all feasible im-
provements, you have not done justice to your client

and are always subject tc the competition of some more
progressive and skilful broker.

261



d
'

REAL ESTATE INVESTING

HENRY MORGENTHAU

Transient, Floating and Permanent Populations-
Growth in Twenty-five Years—Stability of Financial
District—Twenty-hour Centers—Harlem as an Ex-
ample— Tenement Districts— What the Future
Promises

REAL estate in any growing community, and par-
ticularly one with limited space and other ex-
ceptional advantages, is the surest and safest of

all investments, because, as the population tributary to
it becomes greater and denser, values steadily rise.

New York City is the greatest port of entry of the
United States, is developing wonderful railroad terminals,
and has one of the longest canals in the world terminating
at her door. Her theatres, public institutions, art gal-
leries, and many other features which attract visitors,

constantly add to her success.

All these have multiplied so rapidly recently that even
the most optimistic have been astonished. We have to-
day such a large floating population that it would satisfy

most cities to possess it as their permanent quota, and
in addition have more than 50000 persons poured into

New York daily via railroads, subways, tunnels, ferries

and bridges, which fill our offices and workshops.

Progress in Twenty-five Years

Let us look at what it was twenty-five years ago, and
then compare it in detail with to-day. The Brooklyn
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Bridge was opened in May, 1883. The highest buildings
were the present Postoffice and the old Tribune Build-
ing. The largest and finest hotel was the Fifth Avenue.
The opera was at the Academy of Music. The retail
business centered about Stewart's, now Wanamaker's.
The Astor and Stewart mansions at Thirty-fourth Street
formed the residential centers. The elevated roads, after
II o'clock at night, were running to Harlem on om hour
headway. The number of elevated railroad tickets sold
per day in New York then was 230,000; now it is 800,-
000. The population of Manhattan was 1,165,000, and
of the Bronx 51,980. The population of Manhattan now
is 2,500,000, of the Bronx 450,000, and of New York
City 4,113,343.

The Rev. Walter Laidlaw, the statistician of the
Research Department of the New York Federation of
Churches, has calculated that in 192 1 there will be 8,000,-
000 inhabitants within a radius of nineteen miles of the
City Hall. In 1890, 44.7 per cent of population of the
States of New York and New Jersey lived in this dis-
trict; in 1895, 52 per cent.

The assessed value of Manhattan Island in 1883 was
$1,054,000,000, and it now is $4,788,000,000. The as-
sessed value of the First Ward was $64,000,000, and
now it is $320,000,000. R. T. Wilson bought his' resi-
dence at Forty-third Street and Fifth Avenue la 1880
for $185,000. Now it is worth more than $1,000,000.
Lot; :n Broadway around Wall Street were worth about
$100,000, and now are worth $450,000.

Lots on the south side of Twenty-third Street, be-
tween Fifth and Sixth Avenues, then worth from $60,-
000 to $75,000, are now worth $250,000 to $300,000.
Lots in the seventies, between Madison and Fir*h Ave-
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nues, were worth $15,000, and now are worth $100,000
and upward. Lots on the West Side, in the seventies,

eighties and nineties, were worth from $4,000 to $io,ooo^
and are now worth from $20,000 to $30,000. Lots on
the south side of 125th Street, Seventh and Eighth Ave-
nues were wortli $8,000, and are now worth $100,000.
Most of the well-located property has quadrupled in

value.

The Mutual, New York Life. Equitable, and Metro-
politan Life Insurance Companies had about $215,000,000
assets, and now have $1,572,000,000, of which $345,000,-

000 are invested in mortgages in New York City.

The savings banks in New York had $250,000,000 as-

sets, and now have $703,000,000. of which $305,000,000
are invested in mortgages.

i 1

1

ifV

Stability of Financial District

Novv let us see what the shrewd investor could have
foreseen—I mean one who did not hold his hand too

close to his face, but looked into the future with faith in

the country's growth and its lasting prosperity. If he
were engaged in business below Fulton Street, the

crowded conditions, and ever-increasing demands for

space, owing to the multiplication of banks and trust

companies and expansion of stock brokerage houses, and
the establishment in New York of all the prominent rail-

road companies and industrial combinations, must have
shown him the permanency of the financial district and
its great prospective value.

The fact that the same amount of land would permit

of the creation of three or four times the rentable floor

space by erecting thereon an eighteen or twenty-
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f<.ur story building, instead of the old six-story onesnpled and quadrupled the value of the land, especially'
parcels of ,0000 square feet and over, which suppliedhe growng demand for a larger space on the same Lr
^^h,ch could be managed much more economically.

Retailers were locating where they could be reached
not only by the.r in,n,ediate neighbors, but by portio..
of the L road m S.xth Avenue, and by ferry passen-
gers from Jersey, etc.. and this is what made S.xth Ave-nue rom Fourteenth to Twenty-third Streets the leading
retad center. Large concerns advertising heavily madesurroundmg property valuable. The wfst side of the

m shade, and articles ,n windows not fading. For thesame reasons the south side of lateral streets is liked

ConJ!T^' '''''P*'^" *° '^'' ^"'^ ^^« ^hen the SiegelC<^per Company went on the east side of Sixth Avenue;there being no important department store in the wesside between Fourteenth and Eighteenth Streets, near"
all trade was transferred to the east side. The verv

ttTpfopTe'
''' '-''-''-' '' ''' --P- ^PP-^ed -

A Twenty-hour Center

The junction at Thirty-third and Thirty-fourth
Streets, Sixth Avenue and Broadway, used to bVcal dhe we„ty.hour corner. It was evident any one tha

ourthtr:
"""''' '^' "^"'^•- «^^^ -^^ ^he Thirtv-fourth Street crosstown cars. Sixth Avenue and Broad-

tre^fcAdroV'^'V"'- .

^°^' ^'^'y -^ -- ^^ ^-e
laniftf

"""^'.^^'•'^'"ates there, and the Pennsyl-
vania terminals are in that section.
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Every one who had traveled abroad could j . . ..lat

we eventually had to have a Rue de la Paix or a Rtgent
Street, and where could it go but to "Fifth Avet:. .•,"

north of Twenty-sixth Street, the only street where car-
riages could be used unmolested by car tracks, and
where proinenaders were always to be found?

If Delmonico's had not moved and the Brunswick
site had been improved early with a fine hotel it would
have started at Twenty-sixth Street. Now it will run
up to Central Pari:. When Altman, Gorham and Tif-
fany erected ti finest business palaces in the world,
everybody saw it.

When the New York Central and Pennsylvania im-
provements were projected and the McAdoo tunnel ter-
minal fixed, it was a logical conclusion to stamp the
district between Thirty-second and Forty-sixth Streets,
Madison Avenue rnd Broadway, as the permanent heart
of New York, and the caterers to our amusement-mad
public have secured all available sites for theatres, res-
taurants, etc., and have created the now famous 'White
Way.'

W^hen the activity of housing the people see., (g
homes of their own was at its height, from 1886 to iSq*,,
It was easy to see that they had to fill in the space skirting
Central Park, and many a purchaser doubled his monev.
The builders in t888, when they erected more than three
hundred new private houses, made unusually large profits
by always buying a block, or two or three, north of ex-
isting "n'provements.

Harlem Development

When it came to a section like Harlem, 125th Street
very early stood out as the coming main street of a
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now fa„,o„' Har e , ' L ,^ TT" """ "'"^" "' ""
dubs, churchc, paces ?r "' """" """"« «"^"". v-uts, p.aces .>f amusements etc ti, ^fun that was poked a, .„e.c li„k Harlom flat, ,

'

popular ,l,ey bocam^, Tl.cy recHve To,! f' """i'

.ot™
. 'tT.::: ::," '"'''>• '-""''^"- >™ -ad

the woodworking esTablUh ^r'
""' ™'''' '"^"'^ "-at

factories off r „? ^^l^TT '"" '''™"'« '"" <«h"
a .arge. popuUrTu'dThat"It^X^^ir """

i'^ value. Seethe rr[o",:'STh'TV'"'"«
••^"'"

neighborhood of ,49th Stre^,t:J,^^ , ™"li" '"!
over, then sold at $5,000.

^ 3o0.ooo and

Fortunes in Tenement Districts

.o.e:;:e;Tnrctr:;o;i:: rrcrtr:f;'°
'--

Street lots. If vouT„„°
"'"

^^
^'^'"'''>' ""^ Mulberry

house lots n th en^rcTtv
""

^f
P^'"* "^ *—"^

number of unim^ ved Jc^^^^^eTev;' •

"^'" '''' ^'^ ^'^^

that can be reached w ^hL Iv ! '
" ^"^' "^'^hborhood

transit, the lotrtV^ o^^ t^.T'- '^
most recen^ example bein^ that ,n^ u^'°°°'

^^^

way was opened
^ '^•*' ^^^" ^he sub-

sterdl^artolra^^^^^^ ^^ " ^^^^'^ ^^-^' ^-
cars ran at $60^ aToV T.'

'
u-*^°

^^^'^^ ^^^^^"^ the*0,ooo a lot, and w.thm th)ee days resold at
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an average of $9,500. Now most of the lots arc worth

$ia,ooo to $14,000. At the same time, lots from 140th

to 146th Street, I'"ifth to .Seventh .Avenue, were selliiij;

at $5,000, and now they are worth $i«j.ooo. The rents

that can be obtained justify a price of $15,000 per lot,

but not more.

As to apartment houses of higher grade, always give

the broad avenues, especially such as have views over-

looking parks or rivers, the preference. ;\ny apartmctit

house that has exceptional light and outlook is bound to

pay well. The tendency is entirely in that direction.

There is one Central Park apartment house where forty-

three families out of forty-six are living on their in-

comes.

Looking Into the Future

What see we for the future?

Fifty-seventh Street, the great retail street, the nat-

ural avenue for the distribution of Queensboro Bridge

traffic.

The great hotel center in New York facing Central

Park.

Fifth Avenue above F\ity-ninth Street turned into

high-class apartment hotels and family hotels like those in

Paris, where strangers spend their winter months.

The amusement center moved up to and around the

Central Park Theatre, etc., and from that running up

to the Seventy-second Street express station of the sub-

way.

Hudson River Bridge landing people between Forty-

ninth otreet and Fifty-first Street, and another up

around 167th Street, having the Palisades as one of the

piers.
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Sixth Avenue, between Twenty-third and Thlrty-w-
nml htreets. chan-d into a kou<| retail an,l amusc.ncnt
center. U ,s a natural lu.:< that has been neglected

I he water fronts on lK>th the east and west sides
improved, as permanent sites with jinternipttd lidu
can be secured, prices being abnorniallv low
One Munrlred and Twenty-rtfth Street duplicated bv

U.Sth Street, between Sixth an,' l-ighth Avenues, which
js also a great connecting link between Washington
Heights ami the Mronx. Sn,all stores in adjacent ave-
nues are forerunners nf this trend of development

C.et close to perm .. ont centers, such as financial, re-
tad amusement and local, like t25th Street. 149th Street
and Third .avenue, and all great junctions. Pr.fer cor-
ners on account of light and rent... In retail sections
give the south side and west side preference over the
north and east sides.

Remember, that the land alone increases in value, and
not bricks and mortar.

Watch developments and give the section whe popu-
lation is densest the most attention. Above . give
transit facilities great weight. We are all lazy and in
a hurry. Remember, that the store floors of buildingsm retail neighborhoods produce 70 per cent of rent as
against 30 per cent for the upper three or four floors
Real estate cannot be handled like railroad securities

iTightened stockholders fix their prices, while if one or
two houses are sacrificed, it is forgotten.
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ROBERT E. DOWLING

Titles Held by Corporations as Compared with Part-

nership Holdings—Lessons of the Panic—Real Es-

tate versus Listed Stocks—Stability of Manhattan

Values.

A LARGE part of the real estate development in New-

York. City is now being done by real estate cor-

porations. Within the past twenty years, the in-

crease in the number and capital of these companies has

been very great, as the advantages of corporate ( -xner-

ship and management of real property have become more

fully understood. One of the main advantages of such

companies which first occurred to me in operating in

real estate, about twenty years ago, was the question of

title. The advantages of holding title in a corporation,

which would not be affected by death, illness, disability

or absence of individuals, as in the case of a partner-

ship, nor by the legal difficulties which any of those

associated might get into in transactions not connected

with this ownership, made it imperative to put titles

In corporations, so that all interests should be protected.

As transactions grew larger, the difficulty of financing

by individuals or small groups of associates grew also

and became a factor.

A number of real estate corporations were incorporated

abc :t ten years ago with large capital. These companies

have since successfully carried through some of the largest
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building and real estate operations in the city. I was one of
the organizers of the first company, so far as I know,
that used the word "realty" in its title, namely, New
York Realty Company. Since that time, there have been
thousands of companies organized throughout the coun-
try, generally known as realty companies. Many of
these companies, operating outside of Manhattan Island,
are of an entirely different class from those which con-
fine their operations to New York property.

Lessons of the Panic

The panic through which we have recently passed,
which was one of the most trying in the history of this
country, I think, affected real estate values less than
we thought possible. Of the hundreds of real estate
companies in the City of New York, operating in all
classes of property—from those operating in vacant lots
on the northerly undeveloped part of the island to the
larger companies engaged in the business of improving
and operating some of the most valuable parcels of real
estate in the lower part of the city—I can recall only
one fair-sized corporation which failed, and that was
m the nature of a private building company. No other
business in New York, I believe, stood up under the
trying con<!itions of 1907 and 1908 with better success
than real estate and building companies. Yet for nearly
a year before the panic the largest lenders on real estate
mortgages were practically out of the market. And,
moreover, during that year the builders of large apart-
ment houses, lofts and mercantile buildings and office
buildings were able to borrow money on mortgage from
practically but one source, the Metropolitan Life In-
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surance Company, which seemed to be the only Ufe

insurance company with funds for real estate loans. The

other large companies put their funds mainly in railroad

bonds in which they had already a large interest.

« «

Real Estate versus Listed Stocks

Real estate corporations, thus far, have appealed for

their capital to a small section of the public. The stock

of these companies, in general, is owned by persons

personally acquainted with the officers and directors.

Except in one company, the stock of which is listed

on the Stock Exchange, the stock ownership is not widely

distributed. I believe that the general public will become

more and more interested in investing in stocks of real

estate companies, but I think it will be difficult to get

much public support for the stocks of small companies.

That portion of the public which invests in railroad

stocks, industrial stocks, bank, insurance and trust com-

pany stocks, prefers a stock which is more readily sold

than that of the average real estate company. They

will be content with smaller dividend rates and profit

if they can be sure of the greater marketability of their

holdings when needed. One of the reasons given by

most investors for preferring listed securities is their

ready convertibility into cash. If the investors would

carefully consider this question, they would find, I think.

that stock is readily converted into cash when not offered

in large quantities, but that when any great percentage

of the capital stock of any listed company is offered

within a short time its price falls very rapidly. Real

estate on Manhattan Island can be sold for cash, as

well as stock on the Stock Exchange, if the owners
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of real estate are willing to sell at the relative per-
centage of loss that they would take in selling listed
stock. Many a purchaser of 1,000 shares of stock at
par in good times is glad to get $60 per share in a
period when money is in great demand. It would be
very difficult to find a buyer of any piece of New York
City property who had bought at $100,000 cash in
good times, who would accept a price of $60,000 for it

even when money is scarce.

Stability of Manhattan Values

No property in the world is held in stronger hands
than the real estate on Manhattan Island. For the
investor, there is about as small a probability of loss
as there can be in any investment. There has been
a steady advance of real estate on Manhattan Island
for the past twenty-three years. I have seen all sorts
of poor sections develop into valuable ones. Few dis-
tricts fail to show a value greater now than it was
twenty years ago. Holders of real estate are most
tenacious. Where there are a thousand people who
will sacrifice stock exchange securities at panic prices,
you might find one who will sacrifice real estate in any
section at any time.

That is one of the disadvantages thus far of real
estate companies in the introduction of the stock feature.
While it does not affect the value of the holdings of
the company, it does affect the holdings of the individual
stockholders. If a man owns a house in a certain block,
worth $40,000, and some one else in the same block
sells the same kind of a house for $35,000, it seldom
affects the other holders. But if a man holding stock
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in a railroad company for which he has paid par learns

that one-hundreth part of its capital is sold at 75. he be-

comes infected with the idea that his holdings may not

be worth more than 75- He does not look at the assets

alone, but gets the Stock Exchange views of market-

ability.

Advantages of Realty Companies' Shares

An investor who believes in real estate holdings in

New York, and who wishes to share the benefits of the

growth in values, has. on the other hand, a greater

opportunity to do so by purchasing stock m a well-

known and strongly capitalized real estate company than

he would have l?y individual purchases of real estate.

He has the benefit of the judgment of people especially

qualified to know values and foresee advances in certain

sections. Ke also has the advantage of being backed

by a large number of stockholders, who can always be

called upon to furnish additional capital, if necessary,

and, in general, has all the benefits of the cooperation

of many such people.

Real estate in New York is not a gold mine, nor can

any one expect to get the return on his investment that

he might in a successful mine. Those who are lookmg

for investments which will give them back 20, 40 or

60 per cent per annum on their money would better

not invest in any real estate company, no matter hovv

bright the prospects are, because operations of this sort.

while possible, are not likely to be frequent. The future.

I believe, will bring forth very much larger corpora-

tions than we have had up to this time. They will be

investing more than speculative companies. For it is

well established now that no few men m any large

274



Real Estate Corporation

company can well compete with individual operators in

buying and selling ordinary pieces of property. The
principal reason is that the time required to examine
each piece and decide upon the chances of a quick re-

sale at s. good profit prevents the few officers who would
be able to have that special knowledge from inspecting

enough pieces to keep up the average on the capital as

compared with the smaller operator.
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CONTRACTS FOR THE SALE OF
REAL ESTATE

HENRY F. MILLER

Contract and Deed—Formality Desirable—Impor-
tance of Accurate Description—The Seller's Deed at

a Guide—Tenement House Requirements—Terms of

Payment—Time as Essence—Surveys

m',. t t

THE most important paper in a transaction relating

to the sale of real estate, is the contract specifying

the agreement of the parties, and setting forth the

terms of the sale. While, of course, the deed which is

delivered, consummates the sale, nevertheless, the rights

of the parties are practically fixed and determined by the

contract which they have previously entered into, and
for that reason, the deed, although it is the formal and

final instrument, which transfers the title, really follows

and is controlled by the contract of sale.

Sometimes, where there are no complications, and no
special clauses to be drawn, the drawing of a contract is

a very simple matter, and, under sucb circumstances,

real estate agents and brokers who have gained famil-

iarity with the requirements of such a contract, are able

to draw them successfully. Loosely drawn contracts,

however, often lead to litigation or loss, and in view of

the importance of accurately defining r' the essential

particulars, it is prudent that the preparation of such

papers should be left to lawyers.
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JtTTi ^°' ''" '"'' °^ '^^' '''^'' ^'^ '•^'l"''-<-'d. by

or the , A^ "'T^'
'"^ '° ^' ^•^"'^d ^3^ »he vendor,or the lawfully authorized agent of the vendor; other-

wise they are void, even though a pa. t payn.ent be made

by law. but ,t .s essential that the writing must embody
the agreement of the parties.

^
The contract may consist of several letters, or writ-ngs.

1^0 s.al IS necessary. It is not necessary thatthe contract should be acknowledged, and. from thes^andpomt o the vendor, it is better that it should nobe acknowledged, since, without an acknowledgment oproof. It cannot be recorded. A recorded contract, when
It IS not fulfilled, is liable to embarrass the vendor

Formal Contract Desirable

It is desirable, in drawing such contracts, to adopt theusual prxnted forms, for. while, as already stated helaw does not prescribe any particular form, it is be;t i^entering upon any transaction of this character, to avoidthe unnecessary questions and difficulties, which wouldbe apt to arise if the contract were informal, or con-
sisted of various papers.
The rules applicable to contracts in general apply, ofcotr ^'.. to contracts for the sale of real estate. The ^ar

.es must be of full age and under no disability, and
•f the vendor is represented by an attorney in fac . thepower of attorney must be sufficiently full to confe hepower to execute the contract, and there should be some
satisfactory assurance that the absent principal is ali"
since a power of attorney, not coupled with an interest'
IS revoked by the principal's death.
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The purchasei is usually required to make a payment

on account of the purchase price. He should be satis-

fied that the person, with whom he is dealing, is the

owner of the property, or duly authorized by the owner

to sell it, and of sufficient responsibility to answer for

the return of the deposit, in case the contract be not

performed on the seller's part.

y

'i

Importance of Accurate Description

The property sold should be accurately and precisel

described. The mere mention of the street number may

lead to difficulty, as there is here no representation of

the dimensions or area of the property, and the purchaser

might find himself compelled to accept a piece of land

smaller than he had supposed. If the premises are fully

described in the contract, and a material deficiency is

afterwards disclosed, the purchaser is entitled to be re-

lieved of his purchase. Generally speaking, a deficiency

would be material, when of such a character that, had

it been known, it would have prevented the execution of

the contract. The words "more or less" give a flexi-

bility to the description, when the contract deals with

country property, but do not have any great effect in

relation to city property. Where the premises are de-

scribed by metes and bounds, it is sometimes advanta-

geous and helpful to mention the street number. If

there be a discrepancy between the street number and

the description by metes and bounds, the latter, generally

speaking, would control.

Personal property affixed to the land, which is intended

to be included in the sale, should be specified, as for

example, gas fixtures ; if not specified in the contract, th«
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purchaser would not. as a matter of law. be entitled
to receive such fixtures.

Ordinarily speaking, the description to be inserted in
the contract should be taken from the deed, which con-veyed the property to the seller. If the seller has had
h. t,tle msured. the description contained in the title

ITon^i'ttT
"1/'" '"'''' ^"•'^- ^">' '"^»^". which.

If omitted, would give the purchaser ground for object-ing to the title, should be specified in the contract Thus
Jf there are any covenants restricting the use of the
property or. generally speaking, any agreement of any
kind which aflFects the property, as for example, party
wall agreements, reference should be made thereto All
incumbrances should be mentioned, including leases and

ZlTr\. ''S'
^' '"^ ''''""'''' «^^^ the land,

these should also be specified. Fro^i the standpoint of
the purchaser, if a covenant of restriction is referred to

? rtL"^ '"i
^^"^^ '" ^ '""^'"^"^ P^P^^' '•eferred to by

Its liber and page, it would be advisable to have a copy

time should be afforded to the purchaser, or his attor-
ney, to examine the recorded paper before the contract
IS executed. Notice of any writing is notice of its con-
tents, and It IS dangerous to accept a contract made sub-
ject to a recorded paper, where reliance is had merely
upon oral explanation of the contents of such paper.

'

Tenement House Requirements

It is usual in contracts relating to tenement houses, to
insert a clause relating to compliance with tenement
house law requirements, and the fairest clause is one
which calls upon the seller to comply with all department

279



Practical Real Estate Methods

notices issued up to the time of the execution of the

contract, and calls upon the purchaser to sustain the

burden of complying with any thereafter issued. If the

seller agrees to comply, at the time of closing with all

notices or requirements of a municipal department, he

puts himself in the power of the purchaser, who may
procure action by a department requiring work to be

done, after the signing of the contract, which may im-

pose considerable hardship upon the seller.

It is, of course, unnecessary f.o specify in the contract

any incumbrances which it is the intention of the seller

to dispose of prior to the time of closing, but if it is

the intention of the seller to dispose of such incum-

brances, as for example, taxes, judgments or mortgages,

at the time of closing title, it is well to make a reference

to such incumbrances in the contract, and to state that

they are to be disjwsed of at the time of closing title,

out of the consideration money to be then paid. This

make"^ the satisfaction of the encumbrance a simultaneous

transaction with the payment of the consideration, and

may save the seller from being in default in his perfor-

mance of the contract.

Terms of Pajmient

The terms of payment of the consideration should be

clearly set forth in the contract. If there be a mortgage
outstanding, subject to which the property is to be sold,

the amount of this mortgage forms part of the consid-

eration. If the mortgage had previously been executed

by the seller, so that the seller, at the time of closing

the contract is personally liable, he may desire to relieve

himself, to some extent, of this liability, and can do so
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by inserting a clause in the contract, that the purchaser,takmg subject to such mortgage, will assume, and agree
to pay .t. If the seller is not liable personally on thebond and mortgage, he may contract to sell merely sub-
ject thereto, without impo j on the purchaser the
obl.gat.on to pay the same. If a portion of the consid-
eration .s to be paid by the execution, on the part of the
purchaser of a bond and mortgage, the provisions tobe nserted m the bond and mortgage should be carefully
stated, and u would also be proper to specify that the
purchaser should pay the mortgage tax to be imposed
thereon, and the fees for drawing the papers, and re-
cording the mortgage. If it is desired that the purchaser
should personally execute such bond and mortgage in
contrast with some one to whom the contract may' be
assigned and who may not be as financially competent a
p.oper clause should be inserted in the contract to safe-
guard It. The balance of the consideration is usually
paul m cash at the rime and place specified for the de-
hyery of the deed. Some purchasers, in order to avoid
the mconvenience incident to making a legal tender in
cash, specify that the final, or balance payment, may bemade in cash, or by a certified check. It would be proper
precaution for the seller, in such a case, to specify that
the check should be drawn upon a solvent bank.

Delivery of Deed

The contract should also specify the time and place
for the delivery of the deed, and the character of the
deed to be executed. The printed form, sold by law
stationers, usually calls for a warranty deed, with the
usual full covenants. A warranty deed practically makes

281



li^

ti

Practical Real Estate Methods

the grantor the insurer of the title, up to the amount of

the consitlcration, which ht has actually received, and in

these days, when title ins'iirance u. ually accompanies

each purchase, an opportunity is sometimes afforded to

the seller to suggest that the purchaser should be willing'

to accept a deed without covenant of warranty.

Time at Euence

The time when tl.o contract is to be closed is a matter

of importance. In actions at law, time is usually con-

sidered to be of the essence of a contract, but in actions

in equity, a contrary rule prevails. \. here it is the de-

sire of the parties, that time should be of the essence of

the contract, it is preferable to specify this in the con-

tract.

The contract of sale usually provides for the appor-

tionment and adjustment of rents, insurance and inter-

est at the time of the delivery of the deed.

A few general observations may be added in closing.

The seller should specify in the contract anything,

which, if omitted, would give the purchaser a right to

reject the title. The seller should see that the person

called upon to assume liability, is a person of responsi-

bility, as for example, where the purchaser is to assume

a mortgage, which had been executed by the seller, or

to assume the liability of the seller under any outstan !

ing agreement.

Surveys

Of late years, the matter of surveys has become very

serious. It now rarely happens that a survey discloses

a pi'*ce of property as standii.g precisely on the lines of

record title. It is a proper precaution for the seller
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to have a survey made of his proiwrty, and to sell it

subject to the conditions which arc thereon shown. If
the survey be thus referred to, the purchaser will not
be entitled to object to the title for anything disclosed
thereon.

Liability

It sometimes happens that a seller, acting with the
utmost good faith, is unable to comply with his contract,
and under such circumstances, he becomes liable to the
purchaser for the return of the deiKjsit. and for the
reasonable expenses of the examination of the title. The
amount of these reasonable expenses is an uncertain
quantity, and it is prudent for the seller to specify, in
the contract, the amount he should he called upon to
pay, in addition to the return of the deposit money, in
case the title be rejected for a valid reason.

Possession and Improvement

If a purchaser, under a contract, enter into f\\e pos-
session of the property, prior to the time of the delivery
of the deed, he is not a tenant. He cannot be sv u for
rent, nor dispossessed by summary proceedings. Except
under special circumstances, it is best for the seller not
to deliver i)ossession until the time the deed is delivered.
On the other hand, if the buyer enters into possession,
he cannot dispute the seller's title, and his retention of
possession operates as a waiver of objections or defects.

If the buyer make improvements on the property be-
fore he receives his deed, he cannot, in the absence of
an agreement, recover for the value of the -mprovements
against the seller who has acted in good faith, if the
title fail.
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Generally speaking, the acceptance of a deed is pre-

sumptive evidence of the execution of the contract, and

the rights and remedies of the parties are thereafter

determined by the deed, and the original contract is no

longer of effect. But the form and contents of the deed,

as already shown, are governed by the provisions of the

contract of sale, and the deed, while the consummation

of the transaction, is, in reality, merely the performance

and result of the contract.

I*-
Si!. « I
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NOTES AND COMMENTS ON THE
LAW OF LANDLORD AND

TENANT

HENRY F. MILLER

Definition of Tenancy— Servants— The Janitor's
Rights—Assignment of Leases—Who Owns Im-
provements—Liability for Accident—Eviction—Con-
demnation Clauses

THE relation of landlord and tenant may arise be-
tween parties by a written agreement or by an
oral agreement, but a lease for more than one

year is required by statute to be in writing, subscribed
by the lessor or landlord.

A tenancy may be either for years, from year to year,
monthly, or at will or sufferance. An estate for years
is created by writing and arises in all cases where formal
leases are entered into. Estates from year to year may
arise by operation of law, as where a tenant for years
holds over at the end of a year, or where a tenant enters
into the possession of the property for a term under a
parol lease which is void under the Statute of Frauds.
An estate at will is one which is terminable by either
party, and an estate at sufferance arises where a tenant
holds over and the holding over has not existed long
enough to make a continuance under the preceding lease.

Tenant or Servant

Where a tenant enters into the possession or occupa-
ti( n of property in connection with his employment, the
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occupation is usually that of a servant, and not tenant.

The word "servant" is here used, not in the ordinary

acceptance of the term, as referring to a menial, but in

connection with its meaning in law as a person who is

employed. Cases of employment are usually discussed

in legal text-books under the head of "Master and Ser-

vant." Illustrations of occupation of premises in con-

nection with service are found in the employment of

coachmen, gardeners and farm laborers, and the matter

sometimes assumes importance in the city from the em-

ployment of janitor^ Where a janitor is employed and

paid partly in money and partly in the privilege afforded

to him of occupying a portion of the premises, his occu-

pation is that of a servant, not of a tenant. Under such

circumstances, the employer has the right, upon dis-

charging the janitor, to remove his furniture and goods

from the premises and to employ the necessary force to

accomplish this purpose. Delay in the removal of the

janitor might turn his occupation into a tenancy by suf-

ferance. A janitor, however, may be a tenant. This

would arise in cases where he rented an apartment and

paid the rent partly in cash and partly by services to be

rendered. Under such circumstances the janitor could

not be removed without resort to the usual dispossess

proceedings.

< »

Assignments and Sub-leases

When a tenant or lessee disposes of his entire interest

under a lease, it is called an assignment. When a tenant

leases the whole or any part of the premises for a shorter

period than the term of his own lease, it is called a

sub-lease. Although a tenant, by the lease under which
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he holds, might be prohibited from making an assign-
ment, he would, nevertheless, have the right to make a
sub-lease. The distinction between an assignment and
a sub-lease is that in an assignment we find a transfer
of the tenant's whole interest, and that in a sub-lease the
tenant has reserved for hiinself a reversion. When a
lessee assigns his entire interest, his assignee, as long
as he is in possession of the property, is liable under the
lease. He is said to be in privity of estate with the
landlord. The original lessee also remains liable be-
cause of the agreements contained on his part in the
original lease. The original lessee is said to be liable
because of privity of contract. Thus, in cases of assign-
ment two persons are liable to the landlord—the original
lessee by privity of contract, and the assignee by privity
of estate.

Improvements by Tenant

Where a tenant adds fixtures to the premises which
are removable, they must be removed by him at or be-
fore the expiration of his tenancy; otherwise the tenant
is assumed to have waived his right to remove them.
If the tenant has made improvements which he is en-
titled to remove, and thereafter, up. n the expiration of
his tenancy, he enters into a new lease with the land-
lord without reserving the right to remove the improve-
ments, he is assumed to have waived his right and can-
not thereafter enforce it.

Repairs

As to repairs, the rule is that, in the absence of an
express agreement, the landlord is not bound to make
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repairs. This, however, relates to premises in the

occupation of the tenant. In an apartment house it

would relate to the tenant's apartment, but the landlord

would, nevertheless, be required to repair those portions

of the house not exclusively in the occupation of a par-

ticular tenant, but used in common by all the tenants as.

for example, the entrance, yards, hallways, etc. Where

a landlord is obliged to keep a portion of the premises

under repair, his obligation is to keep the portion in

repair for the use for which it was intended. Thus, the

landlord is under no obligation to keep a fire escape in

such repair that it may be used as a balrony or as a

platform for drying clothes.

The matter of repairs is usually provided for by ex-

press agreement, ana, under such circumstances, the

agreement itself controls. Where a landlord has obli-

gated himself to make certain repairs, and has failed to

do so, the tenant may cause the repairs to be made and

recover the expense as damages for breach of the land-

lord's contract, or, in some cases, he may leave the

premises and recover for the damages sustained. Where

a landlord agrees to repair a ceiling and fails to do so.

he is not liable to the tenant for damages for personal

injuries sustained by the tenant from the fall of the

ceiling. The tenant has his option either to repair the

ceiling and deduct the cost from the rent, or to move

away from the premises.

In the absence of fraud, there is no warranty implied

on the part of the landlord that the building is safe and

convenient or suited for the purpose for which the

tenant takes it. If the tenant claims he has been defrauded,

he must, as soon as he discovers the fraud, move away,

or else he will be liable for the rent.
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Eviction

The tenant is not liable for the rent if he has been
evicted. Eviction may be total or partial, that is to say,
the tenant may be interfered with in his possession of
the entire property, or only as to a portion of the prop-
erty. Eviction may also be either actual or constructive.

Actual eviction explains itself. Constructive eviction
arises from a condition where the tenant's enjoyment of
the property is so interfered with that he is deprived of
the beneficial use of the property. Thus, where a den-
tist hired the second floor of a house and had frequent
callers in the course of his business, and the bells were
muffled, and carpets littered with rubbish, and loud sing-
ing indulged in on the stairway, so that, as a result, the
business of the tenant was injured, it was held to be an
eviction. But, to constitute a constructive eviction, the
acts complained of must be imputable to the landlord.
In all cases of constructive eviction the tenant is liable

for rent which had previously become due and, in order
to plead eviction as a defense, the tenant must surrender
the premises.

Clauses in Leases

Forms of leases are procurable at the various law sta-

tioners. In these leases blanks are left for the insertion

of particular clauses. A few of the clauses fjund in

leases may be briefly discussed:

There is usually a covenant on the part of the tenant
that he will not assign his lerse, nor make any alterations

in the property without first obtaining the landlord's

written consent. The tena it is usually required to ob-
serve all requirements of law and ordinance and all reg-
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ulations of the municipal departments. It is a prudent

thing for the landlord to insert a clause givmg him per-

mission to visit and inspect the premises at reasonable

times If such permission be not provided for, the land-

lord has no right to enter upon the property without be-

coming a trespasser.
, . .

It is proper to insert a clause specifying the use to

which the premises shall be put. and prohibiting the use

of the property for purposes not desired.

Condemnation Clauses

The frequency of proceedings to take property for

a public purpose renders it prudent that the landlord

should protect himself against any claim for damages

on the part of the tenant, in case the leased premises are

taken. The clause providing for this is usually called

a "rondemnation clause." Such clause provides that,

in case the premises are taken by condemnation proceed-

ings the lease shall cease upon the day that the legal

title to the property shall vest in the party »nftutmg

such proceedings. Such a clause protects the landlord

from any claim on the part of the tenant for loss or

damage arising from the termination of the lease.

While the matter of amount of rent to be paid is us-

ually the subject of careful negotiation between the par-

ties, and is finally fixed upon as a reasonable amount

under all the circumstances, nevertheless, if condemna-

tion proceedings are subsequently brought, we are very

apt to find that the tenant will claim that, by being de-

prived of the premises, he has lost a bargain. In other

worH:. the tenant, in order to receive damages, is prac-

tically compelled to take the position that he is paying
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less rent than the premises are worth. This contention

on the part of a tenant usually raises an acrimonious dis-

pute between himself and the landlord, and it is only

fair that the landlord should protect himself, by a proper
clause in the lease, from this danger.

The tenant is usually called upon to covenant to quit

and surrender the premises in good condition. He is

liable to the landlord for any injury done to the freehold,

for waste, as it is called, and for breach of his covenants.
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ESTATES AND INTERESTS ARISING
FROM MARRIAGE

CHARLES L. BURR
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Common Law Interests—Statutory Modifications—

Curtesy—Effect of Children—Dower—Defeat of

Dower Rights—Assignment—Contractual Modifica-

tion»—Mortgages

RIGHTS and interests arising from marriage may be

classified as : ( i ) The husband's rights during mar-

riage; (2) the husband's rights after the death of

his wife—or curtesy; (3) the wife's rights during mar-

riage ; (4) the wife's rights after the death of her hus-

band—or dower, and (5) homestead ights. These

interests are, of course, predicated upon lawful marriage.

A marriage which is voidable only gives rise to the same

rights and interests, if not annulled during the life of

the husband.

Marriage is an ordinary civil contract, made by a

man and a woman in due form of law. It differs from

other legal contracts only in that when once entered

into it may not be rescinded. The legality of the mar-

riage contract, at least for the purpose of determining

the rights and interests arising out of it, is to be ascer-

tained, as with other contracts, by the law of the place

where the contract was made.

At common law the husband has, by right of mar-

riage, an estate carved out of his wife's real property,
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which entitles him to the rents and profits thereof, fret
from the claims of his wife. He can sell and convey
this estate without her consent—her signature to such a
conveyance not being required—and it may be seized
and sold under execution for the payment of his debts.

This estate, known as the "husband's right during
coverture/' continues until his, or his wife's death—or,
until they are divorced—or, there is a child of the mar-
riage born alive—whereupon this estate falls, and in its

place arises an estate of curtesy. If the wife survive
her husband, then she becomes repossessed, in full, of
her real property and all estate therein, after his death,
and, as he could convey only his estate, and his creditors
can attack and sequester only the same estate, the wife's
real property is not thereafter aflfected by any of his
prior conveyances, or by the acts of any of his creditors.
The wife's chatte's real—that is, chattels which concern
and savor of real property—become the property of the
husband for certain purposes. During his life they are
liable to be taken on execution for his debts; he may
sell and convey them without the wife's consent, and
upon her death they become his absolutely. He cannot,
however, dispose of her chattels real by will, but if the
wife survive, and her husband has not disposed of her
chattels real during his life, she again comes into pos-
session and ownership of her property.

As a forerunner of coming statutory modifications of
the husband's rights during marriage, and as indicative
of a changing public policy, there was introduced by the
Courts of Equity the doctrine of the wife's equity to a
settlement, by which, when the husband came into equity,
for the purpose of relief with respect to his wife's real

property, he was compelled to make a provision out of
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it for the support of his wife and children, this being

merely an application of the equitable maxim "hat he

who seeks equity must first do equity."

Property thus settled upon the wife receives generally

the designation "her sole and separate estate," but may

conveniently be termed, "her equitable separate estate"

to distinguisii it from her "statutory separate estate"

hereafter referred to.

It was at one time regarded as n.icessary that the

legal title to the property, so freed from the husband's

control, should be vested in a trustee, but it later became

settled that "if property be given or devised to a mar-

ried woman for her separate and exclusive use, even

without the intervention of trustees, her interest will be

n- .ected from the claims of her husband and of his

crt..itors; the husband, in such case, though he obtains

a legal estate in the property for their joint lives, bemg

regarded as a trustee for the wife. The words used

most frequently to create this estate are "sole and sep-

arate use," but any language is sufficient, provided it

shows a clear intention to exclude all control of the hus-

band. . J • *u

A most striking peculiarity may be noticed m the

instrument vesting the property in the wife with respect

to restricting her powers over it, in that it is lawful to

absolutely prohibit its conveyance by her. This excep-

tion to the general rule forbidding absolute restraint on

alienation being allowed in order that she may be pro-

tected from the effect of her husband's persuasion.

In England, and in some of the States of this country,

in the absence of such a restraint on conveyance, the

wife is free to convey or charge such estate as she may

choose, while in other States it is held she has but the
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power of disposition given expressly by the instrument
creating the estate.

The rights of the husband in i)ropcrty which is held

by the wife for her separate use are suspended only dur-

ing coverture, and, on the wife's death, he has the same
right in her separate estate as in her property not so

limited, unless such rights are excluded by the terms of
the instrument vesting the property in her.

The husband's common law interest in his wife's real

property and chattels real has, in recent years, either

been abiogated or greatly diminished by what are known
as the "married women's property acts." Property thus

held by the wife, freed either wholly or in part from any
claim or control by her husband, is known as the wife's

"statutory separate estate," and is, in reality, the child

of the parent equitable rule, known as the wife's "equi-

table separate estate." While courts have no legislative

powers, they not infrequently prepare the road upon
which proper legislation must travel.

Statutory Changes

At the present time, in most, if not all of the States of

the United States, real property acquired by a woman
before marriage is her "statutory separate estate" and
is free, in whole, or in part, from the husband's control

in varying degrees as the acts of the various legislatures

differ. In most of the States real property acquired by
the wife after marriage, is likewise withheld by statute

from the husband's control. This statutory separate

estate of the wife is not, as of old, liable for the hus-

band's debts. The husband still has, however, that right

of possession which is incidental to his right to live with
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his wife, since these btatutes do not affect the family

relation.

The power of the wife to dispose of such separate

estate is usually determined by the provisions of the

statute by which it is created. Her statutory real prop-

erty she cannot, perhaps in a majority of the States, dis-

pose of by conveyance without the joinder, or at least

the written consent, of her husband, though in some

States, notably New York, the statute clearly gives her

the power so to do.

Curtesy

Upon the death of the wife the surviving husband is

entitled, for the period of his life, to an estate by curtesy

in the real property of which the wife was seized during

marriage, provided there was issue of the marriage born

alive, capable of inheriting.

Curtesy is frequently defined as "an estate for life,

accruing to the husband on the death of his wife in the

real property of which she was seized in pos&cssion; in

fee simple; or, fee entail, during marriage, provided

he has had by her lawful issue capable of inheriting the

estate, born alive, prior to her death."

Curtesy to the husband resembles dower in the wife

as regards the things in which it exists and the quantuut,

and nature of the estate, or interest, in the consort nec-

essary to support it.

It differs from dower primarily in that it is in favor

of the husband, and not the wife ; that it is not restricted

to one-third of the wife's real property; that it is con-

tingent on the birth of issue ; that, after birth of issue, it

exists as an estate, and that it is perfected by the wife's

death without assignment.
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At common law, in the casr )f dower, it is necessary
the husband should be actually seizc.l and jKisscssed of
the real property and so, in the case ot curtesy it is
necessary that the wife should be seized and po'ssessed
of her real property—constructive ownership and iws-
session not being sufficient.

In the absence of a statutory provision to the con-
trary—one not found in the statutory law of New York
—there must be issue of the marriat^'e born alive, and
such issue must be capable of inheriting property in
which the curtesy is claimed, in order that the estate by
curtesy may become perfected in the husband. The
length of the child's life is immaterial; it matters not
whether it be alive at the time of the mother's death
provided, It was born alive, and the right to curtesy is
not affected by its death before that of its mother. Nor
need the birth of issue and the ownership of the wife
be contemporaneous, consequently, if a child is born at
any time during marriage, the husband is entitled to
curtesy in property which the wife may previously have
acquired, and which she has conveyed, or. of which she
has otherwise been divested, or, in property which she
acquires after the child's death. In some States the re-
quirement of birth of issue has been removed by statute.

Curtesy, like dower, exists in lands and tenements,
and, accordingly, it exists in incorporeal real things, such
as rents.

Unless authorized by statute, or the power is ex-
pressly given her for the purpose, the wife cannot, by
her sole conveyance during marriage, affect the hus-
band's right to curtesy. But in some States the statute
gives the husband curtesy only in property of which the
wife died seized, and there a conveyance by the wife
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alone, during marriage, if by statute she has power to

make a sole conveyance, will defeat curtesy.

Under some statutes she may by devise of a separate

estate, defeat curtesy, but generally the fact that she is

authorized to dispose of the property will not enable her

to thereby defeat curtesy, and, apart from these statutes

she cannot devise her lands even with her husband's

consent, free from curtesy since this would, in effect, be

devise of his property.

The curtesy is usually defeated by a conveyance by the

wife before, but not after marriage, unless she is, by

the conveyance to her, given power to dispose of the

property; by a contract of the husband releasing cur-

tesy; by his joinder in the conveyance with her; or, by

a divorce.

In some States curtesy has been abolished by statute

and in others it has been modified.

But the husband may exclude himself from curtesy by

a contract made before marriage, or by one made after

marriage, providing the law of that jurisdiction allows

contracts between husband and wife, such as are permis-

sible by the laws of the State of New York.

By joining with his wife in a conveyance, or mort-

gage, of the land, the husband thereby releases his cur-

tesy, at least as against that grantee, and his joinder in

her will may, by statute, have the same effect.

A divorce annulling the marriage—that is, a decree

declaring the marriage contract to have been voidable-

will deprive the husband of his estate of curtesy, but a

mere dissolution of the bonds of matrimony—that is,

what we commonly, but often inaccurately, call "a di-

vorce"—does not affect the husband's rights. Many

States—including New York—have enacted laws which
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deprive the husband of his estate by curtesy if the di-
vorce be granted for the fault of the husband.
Upon the birth of ^ hi;.:! capable of inheriting, the

husband is said to b a tenani '•!., the curtesy initiate
'•

and he becomes tef. ui^ 'by th( curtesy consummate"
after the death of hs v-fe. A cenant by "the curtesy
mitiate" has, at common law, a freehold estate in the
land which he has full power to convcv. and it is bound
by a judgment against him and liable to sale on execu-
tion. In >Tew York State, as in manv others, however
the husband has, until his wife's death, no estate that
he can convey, or which is subject to sale on execution.
In this State, as in all othei ,. the estate of curtesy when
consummated by the death of the wife, may be sold and
conveyed the same as any other interest in, or owner.hi,.
of, real property.

Upon the death of the wife, the husband is entitled to
immediate possession, without the necessity of any as-
signment, such as is always necessary in the case of
dower, owing to the fact that the latter estate exists in
one-third only of the decedent's property. He takes it

by operation of law as by descent, rather than by pur-
chase, and for this reason he cannot, by a written dis-
claimer or otherwise, refuse to take it, 'and cause it to
remain in others.

The husband thereafter holds the property with the
same rights and liabilities as any life tenant. He may
convey, or encumber it, and it may be subjected to
execution for his debts. It must be borne in mind that
It is only his life estate which can be conveyed and sold—
not the fee of the property, for that descends to the
heirs of the deceased mother.

In a number of those States where curtesy has been
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expressly abolished by statute, occasionally the husband

is given, in place of curtesy, an estate similar to the

widow's dower. The statutes giving married women

full control of their property are generally held not to

abolish curtesy, though they in effect restrict the estate

to such property as the wife has at her death.

It seems that by reason of the statutes of the State

of New York, the separate property of the wife may

be conveyed without her husband's consent; that it is

not essential he should join in the deed of conveyance,

and that his estate, by the curtesy, attaches only to such

property as she was seized of at the date of her death.

Many conveyances, however, out of an abundance of

precaution, still insist the husband join his wife in all

conveyances of her separate estate.

Dower

Dower, at common law, is the estate to which a wife

is entitled, upon the death of her husband, for the period

of her natural life, in one-third of the lands and tene-

ments of which her husband was seized in fee, at any

time during marriage, and which her issue, if any, might

inherit.

It will be seen that the common law, favoring man

always—as the Christian yields to his Creator, or the

subject favors his king—grants to him a life estate in

the entire real property of his wife, while the latter, by

dower, obtains a like estate in but one-third of the real

estate of her spouse.

Dower is also allowed in lands in which the husband

has an equitable interest corresponding to a legal estate

of inheritance—such as lands claimed under a contract
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of purchase; i.iortgaged lands, and also personalty re-
yarded, in equity, as land—chattels real.

This question of dower is ever present, and one of
very practical application; it arises upon every convey-
ance and a purchaser is bound to inquire whether his
grantor is married and satisfy himself of the proper
marriage status of the female joining in the conveyance,
if any.

The press of a late day has commented quite exten-
sively upon the acts of a certain bank president residing
in an adjoining borough and currently report convey-
ances made by him as "a widower." It was developed
he has, at least, one wife living, who, of course, cannot
be deprived of her dower interest by his conveyances as
"a widower," and, as a consequence, his grantees must
look to his personal warranty in the instrument of con-
veyance, or to such other remedy, at law or in equity,
as may arise from each particular transaction, for a
recovery of the d- .ore they sustain. It may be re-
marked in passing ich incidents are not overlooked
by title insurance ..^anies, and the publicity which
they encourage is not wholly unselfish. Title insurance,
especially in this regard, is but the added warranty of
a third person covenanting that the grantor's warranties
are true, but learned and expert counsel for these in-

stitutions have so encompassed their contracts with
"buts." "ifs" and "provisos" that even the traditional

"Philadelphia lawyer" finds difficulty in ascertaining the
true intent and worth of such insurance. However, the
inexperienced can hardly afford to dispense with it.

Dower exists in land held by the husband in tenancy
in common, or coparcenary, but not in that held in joint

tenancy, except as a result of statutory changes, for, as
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you have doubtless heretofore learned, the surviving joint

tenants take the interest of a deceased joint tenant.

Dower ma, be barred, or defeated, by one of eight

methods

:

(i) A conveyance by the husband before marriage,

if not made in fraud of his wife's rights, though a con-

veyance by him after marriage will not have that effect.

(2) A destruction of the husband's estate, either by

a paramount title, by entry for breach of condition, or by

sale under a mortgage or other lien, superior to the dower

right.

(3) A written release by the wife in favor of one

purchasing, or owning the land, and this is usually con-

tained in the husband's conveyance, or mortgage, and

explains why the wife must join her husband in a con-

veyance, or mortgage, of his real property.

(4) A testamentary provision by the husband, in favor

of the wife, in lieu of her dower rights, provided she

elect to accept thereof.

(5) An antenuptial contract by the wife releasing

dower, in consideration of other provisions made for her.

(6) A divorce, or in some States divorce for the wife's

fault only.

(7) In some States, but not in New York, the elope-

ment and adultery of the wife.

(8) Conduct on the wife's part constituting, in law,

an estoppel as against her rights to claim dower.

Until the husband's death the wife has merely a con-

tingent right in her husband's lands, known as "dower

initiative," which she may release, but not convey. After

his death the dower right ceases to be contingent, and

is known as "dower consummate," which may be con-

veyed by her, in equity, and in some States at law. She
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has. however, no dower estate until dower has been
assigned to her.

Assignment of Dower

The ascertainment and setting off to the wirow of
the part of the husband's property in which the estate
of dower shall exist, is known as the "assignment of
Uower. The assignment must be of one-third of the
productive value of the property at the time of the
assignment, except that improvements by one to whom
the husband has conveyed property during marriage
without his wife's consent, are not included in the valua-
tion. If dower is not assigned to the widow, she mav
institute proceedings to compel assignment, and ma;
therein usually recover damages for delay in assignment
or may, m an equitable proceeding, have an account of
rents and profits.

Dower has been abolished by statute in some States
but not in New York; the widow being sometimes given
an absolute share in the husband's lands in lieu of dower
while, in still other States, she has the right to elect
between dower and a statutory share.

In order that the widow be entitled to dower the
husband's ownership need not have continued for any
particular time, it being sufficient that it was but mo-
mentary, the title passing out of him immediately after
Its acquisition. It is generally in connection with the
question of the duration of the seisin, or title, that con-
sideration is given to a class of cases in which the title
to the land is acquired, and disposed of, bv separate
instrument, which, however, constitute together but one
transaction, and, in such cases, the title of the husband
frequently termed "transitory seisin," is not considered
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to be of such a character as to support dower, as against

the rights of those in favor of whom a disposition is

thus simultaneously made by the husband. The most

common instance of the application of this principle is

seen in cases in which a purchaser of property, on re-

ceiving a deed thereof, gives to his vendor a "purchase

money mortgage," to secure the payment of the whole,

or a part, of the purchase price. It is unnecessary the

wife should sign such mortgage because the deed and

mortgage are considered part of one transaction and

the purchaser does not take such a title as will give a

right of dower to his wife as against the mortgagee,

though as against all other she is entitled to dower. The

same principle applies where the purchaser of the prop-

erty, instead of giving a purchase money mortgage to

the vendor, gives a mortgage in pursuance of a prior

agreement, and as part of the same transaction, to a third

person, who furnishes the purchase money, and the right

of dower is subordinated to the mortgage so given.

And even though no mortgage be given, the vendor's

lien for the price, which in many of the States arises by

operation of law, takes precedence of dower.

The widow is entitled to dower in mines and quarries

belonging to her husband which were opened and worked

during his life, whether they be located on his or an-

other's land, but, strange to say, she cannot open new

mines, even in the lands assigned to her as dower, on

the absurd theory that this would constitute waste.

In the case of exchanged lands it was formerly held

that the wife was entitled to dower in the parcel acquired

and the parcel conveyed in exchange, but common sense,

which is supposed to be good law and equity, has changed

the rule so that it now requires the widow to choose
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whether she shall have dower in those given, or received
by her husband.

'

By the making of a mortgage, in England, and in a
number of the States of this country, the legal title is
transferred, and thereafter an equitable title only, known
as the "equity ot redemption," remains in the mortgagor
In this "equity of redemption." as in other equitable
interests, the courts refuse to recognize any right of
dower. But a different view has generally been taken
by the courts of this country, it being held that, though
the land of the husband is subject to a mortgage, which
takes precedence of dower, the wife is entitled to dower
therein as against all persons except the owner of the
mortgage.

If the mortgage is paid by the husband before his
death, or by his legal representative after his death, the
widow is entitled to the benefit of such payment and
may, accordingly, have dower as though the mortgage
never existed. But if the mortgage is paid, after the
death of the husband, by an heir, or devisee, or other
person interested in the land, the widow must contribute
a proportionate part of the amount paid. If the mort-
gage is paid by a purchaser from the husband as a part
of the contract of purchase, it is as if it were paid by the
husband and the mortgage is extinguished as against
the widow's claim of dower, while it is otherwise if the
purchaser voluntarily pays it.

Since a mortgagee is entitled, at most, to a mere legal
estate for the purpose of securing his claim, and, in
many of the States, no more than a lien, his widow is no'
entitled to dower.

The interest of one as tenant in cc.nmon, or as co-
parcener with others, is subject to dower. Where the
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land, jointly owned, is partitioned, the widow of one

co-tenant is entitled to dower in such part of the land

as is set oflf to her husband in severalty, and, as a general

rule, in such part only. If there is a sale of the land by

order of court, for the purpose of making partition,

during the husband's life, the wife, if a party to the

proceeding, loses her dower right in the land.

A conveyance by the husband before marriage will

bar the wife's dower since the one essential of dower

—

ownership during marriage—is wanting. But this gen-

eral rule is subject to an exception in this country, in

case the conveyance by the husband is in fraud of

(lower—that is, is intended to deprive his future wife

of dower. One may, however, before marriage, make

a reasonable provision for his children of a former

marriage.

Except where statute otherwise provides, the husband

cannot, by making conveyance of property during mar-

riage, without wife's joinder, bar the latter's dower. The

only possible exception to this rule exists in the dedica-

tion of lands for public use, which, it has been decided,

excludes the dower right. This is upon the grounds

of public policy. Likewise where land is condemned for

public use during the husband's life, the wife loses her

right of dower therein.

In a number of States of this country, however, it

is provided by statute that the widow shall have dower

only in such land as the husband is seized or possessed

of at the time of his death. But even the statute

enabling a husband to convey lands free from dower,

does not authorize a conveyance by him for an inadequate

compensation for the simple purpose of barring dower,

the same principle being applied to such a case as to a

.•?o6



Estates from Marriage

conveyance by the husband before iiiarriaj,'c. A mortgage
by the husband alone, during marriage, stands on the
same footing as an absolute conveyance by him so far
as regards the right of dower.

The fact that one to whom the husband conveyed the
land was a purchaser for value without notice of the
existence of a wife having dower rights does not affect
her claim for do ver, unless, according to some decisions,
her conduct was vi such a misleading character as to
estop her from making the claim.

By the foreclosure of a mortgage signea by the wife,
her dower is barred, but not .so if she did not join in
the instrument. The dower right is also liable to be
divested or impaired by the enforcement of other liens
which may have existed upon the property before mar-
riage, or before it passed to the husband, but it is superior
to a lien to which the oroperty becomes subject in the
hands of the husband after marriage, except in those few-
States in which dower exists only in the lands of which
the husband died seized, where it would be divested by
a sale to enforce the lien.

The wife may release her right of dower either in-
choate or consummate, to a person seized of a freehold
interest in the land. Such a release is, however, usually
ineffective unless the husband joins therein. In the ab-
sence of statutes authorizing such transactions between
husband and wife, the wife cannot usually, after the
marriage, release her dower directly to her husband, or
agree with him to relinquish it, in consideration of other
provisions made by him for her.

The release of dower, since it involves an interest in
lands, is within the Statute of Frauds and must be by an
instrument in writing.
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Barring Dower

In this country the custom has universally prevailed

of barring dower by the joinder of the wife in a deed

to the land by the husband, and this method of barring

dower is valid in cases where the conveyance is by way

of mortgage, as well as when it is absolute. The con-

veyance should contain apt words indicating the wife's

intention to release her dower and, accordingly, her mere

joinder in the execution of her husband's deed has been

regarded as insufficient. By the statutes of most States,

it is necessary that the wife acknowledge the conveyance,

the requirements in this respect being usually made the

same as those imposed in the case of a conveyance of

the land of a married woman, and, in some States

—

notably. New Jersey—she must be examined separately

and apart f jn» her husband in order to determine that

she is not acimg under coercion by him. These require-

ments as to acknowledgment have been generally re-

garded as absolute, so that a non-compliance therewith

will render the instrument ineflfective as a release of

dower.

If the husband's will contains a provision for his wife,

which is intended to be in lieu of dower, and she accepts

it, she cannot claim dower. As the right of dower is

itself a clear legal right, an intention to exclude that

right by - oluntary gift must be demonstrated by express

words, or by clear and manifest implication.

In order that a testamentary provi<5ion for the widow

may bar her right of dower, it is necessary that she

accept it, she having what is known as a "right of elec-

tion," whether she will take her dower or the testamen-

tary gift. In order that the election be binding, it must
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be made with full knowledge, on the widow's part of
the condition of her husband's estate, a.uj the rela'tive
values of her dower interest and the testamentary pro-
vision. Such election is either regulated by statute or
required by law to be exercised within a reasonable timeNo general rule as to what acts on the widow's part
constitute an election can be stated, but usually her actual
receipt of. or entry upon, the property jjiven her bv will,
with full knowledge of the facts, and retention and
enjoyment thereof for a considerable time, will be con-
strued as an acceptance of the testamentary provision In
some States the election must be express and in others
It may be implied, as just indicated.

Since, in order to entitle one to dower, she must have
been the wife of the owner of the land at the time of
his death, an absolute divorce, even though for the hus-
band s fault, has always been regarded, at common law
as divesfng dower. Occasionally it is provided by sta-
tute that a divorce for the fault of the husband shall
not bar dower and such a statute sometimes requires
dower to be assigned immediately upon divorce, without

aiting the husband's death. In this State, if the
aivorce be granted for the husband's adultery, he loses
his right to curtesy while his divorced wife retains
her right to dower in any real estate of which he then
IS or was seized. In case the divorce be granted to
the husband because of his wife's guilt, his interests in
her real and personal property remain unaffected, but
she is by such decree of divorce barred of all her dower
interests.

The widow, it has been held, may be estopped to claim
dower by having made statements to intending purchasers
that she will make no such claim, but she is not, it seems,
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of ilK- -alJ of licr luiNlKind's laiul. She has been held

lo be estopped bv knowk'dg*-' that licr husband was hvmg

with another woman as his wife and failure to assert

her rights during his life.

Unless it is otherwise agreed, or it is impracticable

or iuofiuitable, dower must be assigned by metes and

l)ounds. .

And in order that such assignment be valul, it must,

in the absence of agreement otherwise, be of an estate

for life, free from any condition or exception. In some

cases, assignment by metes and bounds is i.npract.cable,

or is so inc<iuitable that it will not be sanctioned by a

court and in these cases another method must be adopted.

Accordinglv. if the property is so situated that it cannot

be divided' bv metes and bounds, then the wulow may

be granted a'proportionate part of the rents and profits

or. in some cases, a right of alternative occupation and

enjoyment.
. , ^, j„

This principle is applied in cases of mmes, dower m

which would, if practicable, be assigned by metes and

bounds, but which may be otherwise assigned m the

form of a share of the rents, or profits, or a right ot

alternative occupation, and it is even sufficient to set out

its equivalent in value in other real estate of which the

widow is dowable.
. * ^c

If the widow is entitled to dower in separate tracts

of land, the common rule is that she should be given

one-third of each tract, rather than a single tract equi-

valent in value to the aggregate of her dower rights

in all tracts. And in the case of several tracts conveyed

bv her husband, without her joinder, the justice of the

rule that dower should be assigned in the land of each
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grantee, and not in the land of one alone, is apparent. In
the case of lands belonging to the iuisband at the time
of his death, however, the statute quite frequently pro
vides for the assignment of her whole dower out of one
tract rather than in part out of each of the tracts, and
this is always permissible if the widow and the heirs
agree thereto. It has likewise been decided that dower
should be assigned entirely out of a tract of land be-
longing to the husband's estate, rather than partly in

lands conveyed by him with a warranty of title, since,

in any case, the husband's estate would be liable under
the warranty for the amount of the dower.

In cases where the widow is entitled to dower in the
proceeds of the lands subject to dower, as where a mort-
gage thereon is foreclosed, or a partition sale is made,
she is generally given the annual interest on the third

part of such proceeds for the period of her life. The
parties may agree upon a gross sum to be paid the widow
as representing her dower interest. Rut, in the al)sence

of agreement, unless expressly authorized by statute, a
gross sum cannot be given her by the Court in lieu of
dower. When an assignment of the gross sum is made
by the Court, in accordance with an agreement of the
parties, or by force of the statute, or in any other case,

the present value of the dowev interest is usually com-
puted, as in the case of other life estates, by referesice to

mortality tables indicating the expectation of life at the
different ages.

The amount of property to be assigned to the widow
is determined by its productive value, she being entitled

to such property as will produce one-third of the rents

and profits which all the husband's freehold property
would produce.

I#ll

ill
1 112
III

.111



Practical Real Estate Methods

Since dower is an estate only for the life of the widow,

an action to obtain an assignment of dower necessarily

abates on her death. And as there can be no recovery

of damages at law unless the judgment likewise awards

seisin of dower lands, the widow's death defeats such

recovery, in the absence of statutory provision to the

contrary, but does not prevent recovery of the rents

and profits, in equity, provided suit for dower was

brought during her life.

Assignment of dower, in accordance with the judgment

or decree, is generally made by the sheriff or commis-

sioners, the practice in this regard varying in the dif-

ferent States, but the action of such officials being usually

subject to the approval of the Courts.

The estate of dower, after assignment, is considered

to be a continuation of the husband's estate, the widow's

title relating back to the time of his death, and conse-

quently the heir is not regarded as having ever been

seized of that part of the land whereof the widow was

endowed. The widow har an estate for life in the prop-

erty assigned, with all the rights and subject to all the

liabilities of other life tenants. She may accordingly

convey or incumber her estate. She is bound to pay

taxes and to keep down interest on incumbrances, and

she is liable for the commission of waste.

On the termination of the dower estate by her death

the person who has a reversion after the dower estate,

whether he be the husband, heir or devisee, or a grantee

of the land, is entitled to immediate possession.

The Legislature of this State has never enacted a

"Homestead Law," except to exempt a homestead of

the value of $1,000 from execution sale.
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THE TENEMENT HOUSE LAW*
LAWRENCE VEILLER

Principal Requirements of the Act Governing Erec-
tion and Management of Tenement Property—Defini-
tion of a Tenement—Penalties for Violations—Occu-
pancy and Use of Tenement Houses—Alterations in
Existing Buildings—New Buildings

THIS act affects the cities of New York and Buffalo,
and provides how tenement houses hereafter
erected shall be constructed, and also how all

tenement houses shall be maintained. It also contains
requirements for the improvement and alteration in many
ways of existing tenement houses. A tenement house is

defined to be any building occupied or intended to be
occupied by three families or more, and includes build-
ings popularly known as apartment houses and flats.
The act also defines a yard, court, shaft, public hall,
stair hall, basement, cellar, etc. The act is divided into
SIX chapters: Chapter i, definitions; Chapter 2, protec-
tion from fire

; Chapter 3, light and ventilation ; Chapter
4, sanitary provisions

; Chapter 5, remedies, and Chapter
6, general provisions.

Purchasers oi tenement property before passing title
should search the records of the Tenement House De-
partment to ascertain what violations of the Tenement
House Act are pending against such property. Such

* Reprinted from the Standard Real Estate Annual through
the courtesy of the Editors and with the permission of the
Author.
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searches will be made by the Department free of

charge for all persons having a legitimate interest.

Before any new tenement house can be lawfully occu-

pied the law requires that the builder shall receive a

certificate from the Tenement House Department to the

cflfect that the building has been erected in accordance

with the provisions of the Tenement House law. Real

estate operators should refuse to make loans unless such

certificate is produced. If a tenement house is occupied

without such certificate, it is provided that during such

unlawful occupation any note secured by a bond or

mortgage up' n the building or the lot upon which it

stands may be declared due at the option of the mort-

gagee, and that no rent shall be recoverable by the

owner or lessee of the premises for this period, nor may

an action or special proceeding be maintained therefor, or

for possession of the premises or for non-payment of

rent. And it is further provided that the house shall

be deemed unfit for human habitation, and the Tene-

ment House Department shall cause it to be vacated

accordingly.

Enforcement of the Act— In New York City the

Tenement House Law is enforced by a separate branch

of the city government, vie, the Tenement House De-

partment, which was created on January ist, 1902. The

head of the Department is the Tenement House Com-

missioner. The main office is at 44 East 23d Street,

corner of Fourth Avenue, 4th floor. Branch offices are

located as follows: In Brooklyn, 44 Court Street, Temple

Court Building; in the Bronx, 2804-2808 Third Avenue.

The Brooklyn office of the Department has jurisdiction

over tenement houses in the boroughs of Queens and

Richmond, as well as Brooklyn.
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The provisions of the Tenement House Act in regard

to new buildings are enforced entirely by the Tenement
House Department, and the Bureau of Buildings of each
borough has jurisdiction only over the provisions of
the Building Code so far as they may relate to tenement
houses. This includes plumbing in new buildings. The
duties of sanitary inspection formerly performed by the
Department of Health have been transferred to the Tene-
ment House Department, except that the Department of
Health retains its general work of looking after con-
tagious disease, disinfection of premises, etc. Plans for
all new tenement houses must be filed with the Tene-
ment House Department and approved by it before any
permit for the erection of such building can be issued
by the Bureau of Buildings.

Registry of Owners' Names— Every owner of a
tenement house is required to file in the Tenement House
Department the street number and address of the house,
the name and address of the owner, the number of
apartments in the house, the number of rooms in each
apartment, the number of families occupying the apart-
ments. In case of a transfer of any tenement house,
it becomes the duty of the grantor or grantee to file in
the Tenement House Department a notice of the transfer,
stating the name and address of the new owner within
thirty days after the transfer. The penalty for failure
to comply with this section is $50. It is further pro-
vided that every owner may, for his own convenience,
file in the Tenement House Department a notice con-
taining the name and address of an agent of the house,
for the purpose of receiving service of process.

Penalties for Violation of the Tenement House
Act—Every person who shall violate or assist in the
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violation of any of the provisions of the act shall be

deemed guilty of a misd: eanor. punishable by im-

prisonment for ten days for each and every day that

the violation continues, or by a fine of not less than

$io nor more than $ioo; if the violation be wilful by

a fine of $250, and in every case $10 for each day after

the first that the violation shall continue, or by both

such fine and imprisonment, in the discretion of the

court The penalty for the obstruction of fire escapes

by an occupant of a tenement house shall be a fine of

$10, which the nearest police magistrate shaU have

iurisdiction to impose.
_

Service of Notices aJid Order»-The postmg of a

copy of a notice or order in a conspicuous place m a

tenement house, together with the mailing of a copy

on the same day to each person whose name has been

filed with the Tenement House Department, shall be

deemed sufficient service, and summons may be served

in the same way.

MAINTENANCE. OCCUPANCY AND USE OF

TENEMENT HOUSES

Combustible Materials, etc.-No tenement house, nor

any part of it may be used as a place of storage for

any combustible article, except with a written permit

from the Fire Department; nor shall any tenement house

nor any part thereof be used under any circumstances

for the storage of any article dangerous to life or health;

nor for the storage of hay. feed, straw or cotton; nor

for the storage or handling of rags. No bakery and

no fat boiling may be maintained in any tenement house

that is not fireproof throughout, unless the ceiling and
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side walls of the bakery or place where the fat boiling
is done are made safe by fireproof material around the
same. Transoms or windows opening into the halls from
any portion of the building where paint, oil, spirituous
liquors or drugs are kept for the purpose of sale or
otherwise must be glazed with wireglass or closed up
as solidly as the rest of the wall, and all doors leading
into the hall from that part of the tenement house must
be made fireproof.

Basements and Cellars—No room in the basement
or cellar of a tenement house may be occupied
for living purposes without a written permit from
the Ten-ment House Department; nor shall any
such room be occupied unless it is at least seven
feet high in every part, from the floor to the ceiling;
nor unless the ceiling of the room is at least two
feet above the curb level; nor unless there is the use
of a water closet for such room; nor unless there is

outside of, and adjoining the room, and extending along
its entire frontage, an area of at least 2 feet 6 inches
in width at every part, the area to be properly drained,
and the room to have a window or windows at least
nine square feet in area opening to the outer air, and
one-half of the window must be made to open readily.

Cellar Walls, Ceilings, etc.—The cellar walls and
ceilings of every tenement house must be whitewashed
or painted a light color by the owner at least once a
year. Roofs of tenement houses must be kept in good
repair so as not to leak. Every tenement house must
have water furnished in sufficient quantity at one or
more places on each floor, and the owner must supply
proper and suitable tanks, pumps or other appliances
to receive and distribute an adequate supply of water

Z^7

I

l.Jti



1

« I

Practical Real Estate Methods

at each floor at all times of the day and night througli

the entire year.

Every tenement house must be kept clean and free

from any accumulation of dirt, filth or garbage, and the

owner must provide proper and suitable receptacles for

ashes, garbage, refuse and other material. No wall

paper may be placed upon the wall of any tenement

house unless all wall paper shall have been removed

therefrom and the wall and ceiling thoroughly cleansed.

The walls of all areas, courts and shafts, unless built

of a light-colored brick or stone, must be thoroughly

whitewashed by the owner at least once in three years,

or painted a light color at least once in five years. The

keeping of certain animals on premises is prohibited,

ftnd no tenement may be used for a lodging house or

stable.
. , £ T

Janitor—Wherever there are more than eight families

in a tenement house and the owner does not reside on

the premises, there must be a janitor or housekeeper

residing there, provided the Tenement House Depart-

ment so requires it. No room in a tenement house shall

be so overcrowded that there shall be less than 400

cubic feet of air for each adult and 200 cubic feet for

each child under twelve.
^

Public Halls— Lighting at Night -It is reqmred

that a light shall be kept burning by the owner in the

public hallway near the stairs on the entrance floor, and

on the second floor above the entrance floor every night

from sunset to sunrise throughout the year, and upon

all the other floors of the house from sunset until 10

o'clock.

Fire Escapes and Egress— Every tenement house

must have a fire escape directly accessible to each apart-
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ment. Every tenement house must have in the roof a
bulkhead or scuttle, with stationary ladder or stairs
leading thereto, and kept free from encumbrance. No
scuttle and no bulkhead door shall be locked with a key,
but may be fastened on the inside with movable bolts'

or hooks. All stairways must be provided with proper
lanisters and railings and kept in good repair.
Toilet Accommodations—There must be one water

closet for every two families or apartments in each tene-
ment house.

Prostitution—A woman who knowingly resides in or
commits prostitution in a house for prostitution or as-
signation in a tenement house, or solicits any man or
boy to enter therein for purposes of prostitution is deemed
a vagrant, and upon conviction shall be committed to
the county jail for a term not exceeding six months.
A tenement house, if used for the purpose of a house
of prostitution or assignation with the permission of
its owner or agent, shall be subject to a penalty of $i,ooo,
and the penalty shall be a lien upon the house and the
lot upon which the house is situated. A tenement house
shall be deemed to have been used for this purpose with
the permission of the owner and lessee if summary
proceedings for the removal of the tenants complained
of shall not have been commenced within five days after
notice of such unlawful use from the Tenement House
Department. In a prosecution against the owner or
agent of a tenement house under section 322 of the
Penal Code the general reputation of the premises in
the neighborhood shall be competent evidence, but shall
not be sufficient to support a judgment without cor-
roborative evidence, and it shall be presumed that the
use of the premises was with the knowledge of the
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owner or lessee, provided such presumption may be

rebutted by evidence. Whenever the liens upon tene-

ment property established by judgment amount to $i,ooo

or over, the Tenement House Department shall appomt

a receiver of the rents and profits of such property.

ALTERATIONS AND IMPROVEMENTS RE-

QUIRED FOR EXISTING BUILDINGS

Interior Dark Rooms, Lighting and Ventilation of—

No room in a now existing tenement house may be oc-

cupied for living purposes unless it has a window upon

the street or upon a yard not less than four feet deep,

or upon a court or shaft not less than twenty-five square

feet in area, open to the sky without roof or skylight,

or unless it has a sash window opening into an adjoining

room in the same apartment, the sash window between

it and the outer room to contain fifteen square feet of

glazed surface and to be at least 3 feet by 5 feet, and

one-half made to open readily.

Privy Vaults, School Sinks, etc.—All school sinKS

and privy vaults in the yards of now existing tenement

houses must be completely removed and the places where

they were located be thoroughly disinfected under direc-

tion of the Tenement House Department, and instead

of school sinks or privy vaults proper water closets must

be provided. There must be one water closet for every

two families or apartments in the house. Such water

closets may be located on each floor in the building or

otherwise in the building, or, if desired, may be placed

in the yard, provided the bowls, traps, pipes, and flush

tanks can be properly protected from frost. If placed

in the yard, long hopper closets may be used, but such
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closets must be provided with individual traps and prop-
erly connected flush tanks.

Water Closets and Public Sinks—Tn all tenement
houses the woodwork enclosing water closets and all
public sinks located in the public halls „r stairs must
be removed from the front of the closet or sink and
the space underneath left open and maintained in good
order and kept well painted with white paint.
Public Halls. Lighting of -In every now existing

tenement house four stories high or over, wherever the
public hall on any floor is not light enough for a person
to read without artificial light in the davtime, the wooden
panels- in the doors located at the ends of the public hall
and opening into rooms must be removed and ground
glass or wire glass panels of an area not less than four
square feet for each door substituted, or the halls may
be lighted by a window at the end of the hall. This
does not apply to flats where there are private halls,
but only to tenement houses where the public halls com-
municate directly with the rooms. In addition every
public hall must have directly over the stairwell a ven-
tilating skylight with ridge ventilators and fixeu .^u j,

the glazed surface of the skylight to be not less than
twenty-five square feet in area.

NEW BUILDINGS

Fireproof Tenements— Tenement houses hereafter
erected must not exceed six stories in height above the
curb level, unless constructed fireproof. A basement is

deemed a story, and a cellar is also if the cellar ceiling
is more than two feet above curb level.

Fire Escapes— Fireproof tenement houses are not
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required to have fire escapes under the act. All non-

fireproof tenement houses hereafter erected must be pro-

vided with fire escapes and there must be one fire escape

opening directly from at least one room m each apart-

ment. Vertical ladders are prohibited, and stairs at an

angle of not more than sixty degrees are required The

law describes in detail how all fire escapes shall be con-

structed. In tenement houses less than four stories m

height, and which also do not contain accommodations

for more than four families, iron, steel or wire fire

escapes, of a pattern to be approved by the Tenement

House Department, may be used, instead of iron bal-

conies and stairs. ,

Stairway»-Iti non-fireproof tenement houses hereafter

erected there is to be one flight of stairs for every ^r,

apartments, but if the house contains not more than 3O

apartments the halls and stairs may each be widened

one-half in lieu of another flight of stairs. In fireproof

tenement houses hereafter erected there must be one

flight of stairs for each 36 apartments, but if there are

not more than 48 apartments in the house, the halls ana

stairs may be widened one-half in lieu of t' second

stairway. AH stairs must have a rise of not )re than

seven and a half inches, with treads nol less than

ten inches in width and three feet in length. Wmders

are permitted under such conditions. AH stairs must

be fireproof construction ; risers, strings and banisters

to be metal or stone ; treads to be of metal or stone,

or of hardwood not less than two inches thick.

Public I
" Us—No public hall can be less than three

feet wide and the stair halls in all tenement houses here-

after erected are to be constructed fireproof throughout;

floors to be of iron or steel beams and fireproof flooring;
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no wooden floorings or sleepers to be permitted. Stair
and entrance halls must be enclosed on all sides with
brick walls, and in non-fireproof tenement houses here-
after erected the doors opening from stair halls must
be fireproof and self-closing. Transoms or other open-
ings from stair halls to other parts of the house arc
prohibited. The stair halls are to be shut off from all

non-fireproof portions of the public halls and from all

other non-fireproof parts of the building on each story
by self-closing fireproof doors. Windows of stair halls
opening on courts must be wire-glass and fire-proof
frames. Entrance halls must be at least three feet six
inches wide, access to be had from street to yard.
New buildings not over three stories and cellar in height
are exempted from the fireproofing requirements of
these provisions.

Beams—In all tenement houses hereafter erected five
stories or more in height, not including the cellar, the
first floor above the cellar is to be constructed fireproof,
with iron or steel beams and fireproof flooring. In non-
fireproof tenement houses h^ rpofter erected less than five
stories in height, when the first tier is not constructed
fireproof, the cellar ceiling is required to be lathed with
wire or metal lath.

Cellar Stairs—In non-fireproof tenement houses ex-
ceeding three stories in height inside stairs to the cellar
are prohibited; and where outside stairs to the cellar
are enclosed, they are to be constructed fireproof. In
fireproof buildings the cellar stairs may be inside the
building, provided they are not located underneath the
stairs leading to the upper stories, and that the portions
of the cellar into which the stairs lead are entirely shut
oflF by fireproof walls, with fireproof doors to all open-
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ings in such walls, from those portions of the cellar used

fo? the storage of fuel or in which heatmg appljances.

boilers or machinery are located. In non-firepr^f tene-

,„ent houses hereafter erected, closets under the first-

story staircase are prohibited, and the space « r^qujejl

to be l.-ft open. In every tenement house hereafter

erected .^n entrance to the cellar from the outs.de of

the building is required, and where the first tier of beams

s not fireproof and the building exceeds three stones

in height, all wood bir • .m- receptacles for fuel or storage

in the cellar must be ecu. tructed fireproof.

Frame Tenement Hou.e.-Outside of the fire Imi.t.

wooden tenement houses may be constructed, but must

not exceed two stories in height, not mcludmg the cellar.

m>r must they provide accommodations for nor be

occupied by more than four families nor have more

^han'two 'families on a floor. Such houses are

exempted from complying with practically all of

the provisions of the act in regard to Protection

from fire No wooden building may hereafter be bu.lt

or placed upon the same lot with a tenement house

within the fire limits.

Percenuge of Lot Occupied-In tenement houses

hereafter erected, buildings on corner lots may not occupy

more than 90 per cent. On interior lots only 70 per

cent of the lot may be occupied. In certain cases the

measurements may be taken at the levels of tie secon.l

tier of beams.

Limitation of Height-No tenement house hereafter

erected shall exceed in height the width of the widest

street upon which it stands by more than one-half. Th,.

Unfits new buildings on streets 60 feet wide to 90 fee

high, and on avenues 100 feet wide to 150 feet m height.
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This limitation is entirely irrcspcciive of any provision

regarding fireproortng.

Yard!—Yards of tenement houses hereafter en ted on
corner lots must be not less than ten feet dcci>, and
extend across the full width of the lot. On interior

lots the depth of the yard is to be projwjrtioned to the

height of the building, lor houses sixty feet high the

yard must not be less than twelve feet deep, and for

every twelve feet or fraction thereof beyontl sixty feet

in height the yard must be increased one foot in depth.

Similarly for every twelve feet in height less than sixty

feet, the yard may be decreased one ioat, but it shall

in no case be less than ten feet deep. On corner lots,

where it is intended to havv. stores on the ^^ round iloor,

the yard may start from the second tier of beams. Where
a tenement house runs through from one street to .in-

other street, and the lot on which the house is situated

is less than seventy feet in depth, no yard space is re-

quired. Where the lot is over seventy feet deep, and not

over one hundred feet, the yard need only be twelve feet

deep for a building sixty feet high, and shall be left

through the center of the lot. Where lots that are over
one hundred feet in depth run through from street to

street, the yard must be left through the center of the lot,

and must be twenty- four feet deep, and must increase

with the increased height of the building.

Courts—The act distinguishes between outer and inner

courts, an outer court being one with one entire side

open to the street or yard, and an inner court being one
enclosed on all four sides or enclosed on three sides and
bounded on the fourth side by the lot line of the building.

All courts must be open at every point to the sky un-

obstructed. Outer courts, where situated on the lot line,
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must be at least six feet wide in every part for buildings

sixty feet in height, and for every twelve feet of increase

in the height of the building the width of the court must

increase six inches throughout the entire height of the

court, and may similarly decrease six inches in width for

every twelve feet in height of the building less thaii sixty

feet. Outer courts between wings of the same building,

or between different buildings on the same lot, must be

twelve feet wide in every part, and must increase one

foot in width for every twelve feet of increase in the

height of the building over sixty feet, and may similarly

decrease one foot in width for every twelve feet of

height less than sixty feet. An exception is made to

this rule, however, by providing that where an outer

court is less in depth than the minimum width prescribed

by the act, its width may be equal to its depth; for ex-

ample, if an outer court between wings is only eight

feet deep, it may be only eight feet wide instead of

twelve feet wide, etc. Similar exceptions are made for

offsets in recesses in such courts. Inner courts when

situated on the lot line are required to be twelve fe'-t

wide in every part and to increase six inches in wiath

for every twelve feet in height beyond sixty feet, and

may decrease similarly in width for every such decrease

in height. Inner courts not on the line, but enclosed

on all four sides, must not be less than twenty-four feet

in each direction and must increase one foot in each

direction for every twelve feet of increase in the height

of the building beyond sixty feet, and may decrease one

foot in each direction for every twelve feet of decrease

in the height of the building below sixty feet. Similar

exceptions to those provided for outer courts are pro-

vided for, but no windows except windows of water
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closets, bathrooms or halls shall open upon any offset

or recess less than six feet in width. Every inner court
must be provided with one or more horizontal intakes
or ducts at the bottom to provide a circulation of air,

and such intakes or ducts may not be less in total

area than 4 per centum of the area of the inner court,
and a minimum size of five square feet for each intake
is prescribed. These intakes must always communicate
directly with the street or yard, and may consist either
of a metal duct or pipe, or may be an open passageway
provided with iron grilles or grates at each end. In
new buildings not over three stories high and arranged
for not more than two families on a floor or six families
in all, outer courts are permitted four feet wide, if not
over twenty-fonr feet long, and inner courts are per-
mitted to be efj, It feet wide and fourteen feet long.

Rear Tenements—Rear tenements are prohibited on
any lot less than fifty-one feet in width, and whenever
any building is hereafter placed on the same lot with
a tenement house the space between the buildings is

to be regulated in a manner similar to the rules laid

down for the size of inner courts.

Rooms—Alcove rooms are prohibited. No room can
be subdivided so as to make a dark portion of the room.
In every tenement house hereafter erected every room
except water closet compartments and bathrooms must
have at least one window opening directly upon the street

or upon the yard or on a court of the minimum
size prescribed by the act. Water closet compart-
ments and bathrooms may have windows opening
on vent shafts which do not light or ventilate other
rooms or halls. Such vent shafts must be at least
twenty square feet in area and not less than four
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{«t in their least dimension, and when the building

s more than sixty feet in height, must increase m area

hr« square fee. for every twelve feet of mcreas. m

he height of the building. Such shafts may not be

roof^ over, and must be provided with a proper mtake

7Tt at the bottom. In all rooms exceptmg water

cLe"s and bathrooms the total wimlow area m each

':; must be at leas. one-.en.h of ^y^^^^^^'j^^
of the room, and no window must be 1«^ *»"

'"'^^/^

souare feet in area between the stop beads; m wate

dosets and bathrooms, however, the windows rnay no.

be lesl *an three square feet in area nor less than one

"^ rfRooms-In each apartment there must 1«

at least one room containing at least 120 square feet

ofS area, and all other rooms shall contam a. .east

sivem^ Tqua e feet of floor area. This does no. app^.

h^^er, to water close, compartments and tathro°ms^

a77oL;.s mus. be no. less .han nine feet h>gh from

the floor to the ceiling.

PubUc Halls. Light and Ventilation of-In tenemen

houses over four stories high or that are occupied by

more than two families on any floor, every public hall

Tu" have at least one window opening ^r.c^y .^^

the street, yard or court. If the window is not at the

'„d of th; hall with the plane at right angle to the a.s

of the hall, then there must be «- --;^°-/°^/;;

twenty feet in length, or fraction thereof, of the ha^L

Where there are recesses in such halls and the length

Tthe recess exceeds twice its width, additional -ndow

must be provided for such recesses. If any part of a

;S,ic hall is shut off from any other part of th h^ll

by a door or doors, it is considered a separate hall, and
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must be lighted and ventilated separately. At least one
of the windows in the public hall must be not less than
two feet six inches wide and five feet high. In stair halls
the aggregate area of windows should not be less than
eighteen square feet, and there must be provided for
each story at least one window which shall not be less
than two and a half feet wide and five feet high. In
addition to windows there must be in every hall directly
over the stairwell in the roof a ventilating skylight with
ridge ventilators and fixed louvres, with an area of not
less than twenty square feet.

Privacy—In every apartment of three or more rooms
access to every living room and bedroom and to at least
one water closet compartment must be had without pass-
ing through any bedroom.

Basements and Cellars—In new tenement houses base-
ments may be occupied for living purposes only when
at least nine feet high in every part from the floor to
the ce-'ing, when the ceiling of the room is at least four
feet six inches above the curb-level, and there is a sep-
arate water closet provided for the use of the room.
Such rooms must have a window opening directly upon
the street or upon the yard or on a court of the minimum
size prescribed in the act, and the total window area
of the room must be at least one-eighth of the super-
ficial area of the room. The walls surrounding the room
must be dampproof, and the floor of the room must be
both waterproof and dampproof. In all tenement houses
hereafter erected, whether the basement is to be occu-
pied for living purposes or not, the walls below the ground
level and all cellar floors must be dampproof and water
proof. In addition to the above, janitors' apartments are
permitted in the cellars of new buildings, provided they
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do not contain more than five rooms and bath, are located

in the rear of the building, and are entirely above he

level of the adjoining yard and courts and also the

ceiling is at least two feet above the curb-level of the

street in front of the building.
Vor^—All

Drainage of Shafts, Courts. Areas and Yards-All

shafts, courts, areas and yards must be concreted, graded,

drained and properly connected with the street sewer

Water Closet Accommodations— In all tenement

houses hereafter erected there must be a separate water

closet for each apartment, and tLo water closet must be

Lated within the apartment. The floor of the water

closet compartment must be constructed waterproof w.th

a six-inch base around the same. Drip trays are pro-

hibited, as is the enclosing of water closet fixtures with

any woodwork; water closets and plumbing must be con-

structed in accordance with the plumbing code of the city.

Miscellaneous Provisions-In every tenement house

hereafter erected there must be running water m eacli

apartment. The floor of the cellar must be made water-

tight, and the ceiling of the cellar must be plastered.

At the bottom of every shaft and in all courts there

must be a self-closing fireproof door, giving access to

such shaft or court.

* I

CHARTER PROVISIONS RELATIVE TO
TENEMENT HOUSES

In addition to the above provisions contained in the

Tenement House Act, detailed provisions with regard

to the powers, duties and organization of the Tenement

House Department will be found in the Greater NeNv

York Charter, Chapter XlXa. Sections 1326 to I344P-
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WATER-FRONT PROPERTY

McDOUGALL HAWKES

Appraisals and Expert Testimony-Condemnation
Proceedings—Ownership in the Various Boroughs-
Leases—Purchases and Sales—Land Under Water-
Grants—Improvements—Management—Records

IT
would be impossible, in the short space of a chap-

ter, to treat, even in the most cursory manner, the
many matters connected with our vvater-front of

which knowledge would prove of service. The subjects
which have been selected are confined entirely to those
of immediate practical value. Nor is it even possible
to go into many of the refinements of the subjects, which
must be carefully taken into account in estimating on
values, and in determining the most advantageous course
for clients to pursue. To any one making a specialty
of water-front property, in forming opinions of values
by deduction from existing and former conditions, not
only will general knowledge of water-front engineering
and law prove of great assistance, but s oecial knowledge
also of city finance and administration, and of the policy
which the city has pursued in water-front matters in
Manhattan will be of great benefit. If you should pro-
ceed to a study of city finance, you will find one of its
most important divisions, the city's sinking funds (which
have for some forty years borne a close relation to the
development of the Manhattan water-front) very ^n-
tncate; in short, the difficulty of obtaining knowledge
of water-front matters is of itself evidence of their
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frequently highly technical character. Very careful

study, before ai.iving at conclusions in water-front ques-

tions, cannot be too strongly urged.

Character of Water-front Property

In a general way, water-front property refers to real

estate, improved, or unimproved, bordering upon nav-

igable waters and upon which are lines of high and low

water mark, indicating the diflference of the level of the

water at the ebb and flow of the tide, which varies in

different seasons and according to the direction of the

wind and for other reasons. When high water mark

or low water mark are spoken of they should be under-

stood, unless otherwise specified, to mean the average

high or low water mark ; that is to say, the mean of the

greatest height to which the flood tide brings the water,

or the mean of the lesser height at the ebb of the tide,

during a certain period, such as a year. In many in-

stances the term "water-front property" is used to dis-

tinguish rights which exist in connection with improve-

ments along the water-front, such as a bulkhead right

(that is, the right to collect cranage and wharfage along

a stretch of water-front which has been improved by

a bulkhead), or pier rights (that is, rights of cranage

and wharfage at a pier built out over land under water

but connected with upland in the rear of the water line).

These "water-front property" rights may belong to an

owner who is not the proprietor of uplands in the rear.

There are also "water-front property" rights of still

different character, but generally those rights which you

will find most valuable are the rights to the use of land

under water for the support of piers and platforms, and
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pier rights and bulkhead rights with which pass, some-
times, rights of passage over land in the rear. Then
there are certain "water-front property" rights which
are particularly valuable in many instances, this par-
ticular value arising from a combination of bulkhead or
pier rights, with the ownership of upland which mav
even be physically separated from the line along which
frontal rights exist by a marginal street, quay, or wharf.
Such a joining in ownership of upland with frontal
rights gives to these frontal rights frequently an unusual
and additional element of value which is known as the
conjunctive value of the bulkhead rights, the pier rights,
etc.

In some instances these "water-front property" inter-
ests arise from statutory provisions, in other instances
from grants and similar instruments, and in other in-
stances still, such as in the case of a right of access to
land reaching to the low water mark, from ancient cus-
toms which may be said to give rise to common law
water-front property rights. In some instances the
physical ownership of a bulkhead or pier may be in one
person, and the rights to cranage and wharfage at the
bulkhead or pier in another. The owner of pier rights
may own the land under water on which the pier stands,
or he may only own the pier, as distinguished from the
land under water, or he may have only the rights as
distinguished from the structure of the pier. Frequently
the ownership of rights carries obligations to keep in
repair, etc.

Extent of the Water-Front

Within the limits of Greater New York, including
all the boroughs, the water-frontage, measured
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along the high water mark, including improved

and unimproved property, is in the neighborhood

of 445 miles, about the distance between Manhattan and

Buffalo. No other port in the world has such an extent

of water-front, which fortunately, in a large measure, is

of such a physical character as to be susceptible of easy

commercial water-front development.

Ownership in Manhattan

The ownership of the water-front varies greatly ac-

cording to the boroughs, the municipality having com-

paratively little property except around the Island of

Manhattan, which forms the old city and county of New

York. Around the Bronx, Queens, Brooklyn and

Richmond boroughs ownership is generally in the State

of New York or private individuals or corporations,

though this ownership in many places has not yet been

finally determined by decisions of the courts in legal

proceedings which have arisen through claims made by

the municipality as successor to the old townships now

incorporated in the city limits.

In Manhattan the municipal ownership is about three-

fifths of the water front, and it is in this borough that

the water-front has attained its greatest value and where

the greatest congestion exists. To give in detail an idea

of water-front titles in the various boroughs—strictly a

legal question—though interesting and generally ''ttle

known, would occupv too extended space for this cl, •
er.

I must con ruie myself to saying that around Manh.. .an

the Dutch West India Company, claiming ownership,

made the earliest transfers of title, and a map exists

of such of these transfers as were situated below Wall
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Strfct All further transfers by this company, of course,

ceased with the first occupation of New Amsterdam by

the British (1665). In regard to this occupation and

the subsequent change of sovereignty from the British

Crown to the People of the State of New York, it must

be borne in mind that, by force of treaties, statutes and

well established principles of law, all the land which in

1775, the beginning of the War of Independence, be-

longed to the Crown of Great Britain became vestcil

in the People of the State. With respect to lands !<>

which titles before that had been legally acquired b\

individuals, either from the British Crown or under

Dutch rule prior to 1665, the change from Dutch to

English sovereignty and through the Revolution from

the Crown to the People of the State, eflfected no for-

feiture, of itself, of the individual ownership in sucli

lands.

Immediately upon the assumption of English sover-

eignty, the City of New York received its first English

municipal charter, known as the NicoU Charter. This

was followed by the Dongan Charter (1686), the Corn-

bury Charter (1708) and the Montgomerie Charter

(1730), in all of which last three charters grants of

water-front property were made to the municipality by

the Crown, these grants being, however, subject to grants

already made by the Crown to private individuals. The

first of these grants to the city, and which was in the

Dongan Charter, was of the land between high and low

water mark all around the Island of Manhattan anil

confirmed to the municipality ownership of the first docks

built—v.hich had been constructed in the city at the

foot of what is now Broad Street, through which in

early days was a canal. These were known as the East
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and VVcst Wet Docks, into which docks what would now

e^te^cd *
^'"' ""^'"^ ''"' '^'" ^"'^^ ^ ^"^Ke.

The Combury Charter gave to the old City of Xcw

I°H th M
'"^ °'^" ''^'"^ "'°"^ ^'^^ ^'°°»^'y" »hore.and the Mon gomerie CT^arter gave to the city the landunder water .n the Hudson River to a distance 400 Letbeyond low-water mark, from a little stream calledMmetta Rivulet (emptying into the Hudson at what's

tTeVa^"' '^^'^u
°' ^''' "°"^^°" -^^-^0. down tothe Battery; and thence, excepting a short stretch whichwas m front of the then British Fort George, upIcEast River as far as Corlear's Hook

» ' "P "^^

After the Revolution the State made various grants
to the c,ty around the Island of Manhattan, and somegrants to private mdividuals. But most of the privateownership around Manhattan arose through direct grant!made m turn by the city of property which it had thus
received from the Crown or the State of New York-and the bulkhead rights and pier rights, which are now

^ MaThir"
"'

'""l
"°^' °' """'*^'P^> improvement

of Manhattan s water-front progresses, came generallyfrom grants by the city or from authority given by the
city under vanous statutes (such, for example, as theLaw of 1798) to private riparian owners to build out

bulkheads, w.th rights of cranage and wharfage on these
p.ers and against these bulkheads, to those paying for
their construction. ^

nnl" lT!f°" ^'*^ '^' ioregoing it is interesting to

th V ! o ' """^"'^ ""' °^ high-water mark along

R^efLtvTchltrr
''''-' ^"^ ^'°"- '''

^-'

I

n
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Ownerthip in Other Borough*

In the Bronx water-front, the original titles to land

in private owners canie through grants from (^yernors

Nicoll. Dongan. etc.. and Utters Patent such for ex-

ample, as the Pelham grant issued to Thos Pe 1 tn 16*/..

and through grants from the townships of Mornsan.a,

West Farms, etc.. of property previously granted t..

^'"'in" Brooklyn and in Queens there were a number of

Colonial grants made to the inhabitants and towns such

for example, as the Breuklen patent (from Governor

Nicoll). October 18. i6f>7. covering the Gowanus. Bed-

ford and Wallabout districts. The towns in turn after

receiving their grants, frequently divested themselves ot

he by grants of water-front to private mdmduals;

but Jls under water 'vithin the old town hm. s on

Long Island were not, as a general rule conveyed b>

the fowns until of recent years, when they became of

considerable value and were frequently sold.

Under the original patents the towns obtamed havens,

harbors, creeks, marshes, waters, nvers, lakes, fishing

etc.. and such of the property rights as were acquired

by he old towns and not ceded by them now belong

to the Greater City. The old City of New York ma<le

^ants to owners of upland along the Brooklyn shore

of land under water in front of their property.

In Richmond Borough, as the Colonial patents on

Staten Island appear to include no water grants tl.

only way generally in which the cty can at the presen

moment'oL property would be by a

^^-^^J-jJ
State of New York to the old townships and villages

within Richmond county, or through condemnation pro-
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ceedmgs m street openings taken In these authorities,
though the highway laws under whicli the roads in Rich-
mond county were opened did not vest an absolute public
ownership in fee in the beds of the roads and streets.
Private ownership in this borough has. therefore, arisen
generally by direct grants from the State.

In all the boroughs the I'nited St.ntcs Ck)vernment
has acquired water-front properties (mkU as the barge
office site in Manhattan, the navy yani in Brooklyn, the
hght-house station in Staten Islan.I. Fort Schuyler's sitem the fironx) by grant coupled ^vith a ccfling by the
State to the Federal Govemmcni oi urisdiction over
the property acquired.

Improvements—Cost—Tidal Diffcicnces

The two principal plans of water-front improvements
adapted to shipping are. in general, the Ijasin plan and
the pier plan. If we look to see in which ports each has
been put into operation, we will find that in those ports
where there is a large tidal difference the basin plan
IS adopted, while in those ports where the tidal diflfcrence
IS small, say, below eight feet, the pier plan has been
adopted. The plan of water-front improvement depends
in reality upon the tidal differences in a port. The most
typical example in the world of the basin plan is to
be found in Liverpool, where there is a rise and fall
of the tide varying from eighteen to twenty-five feet,
the system, in brief, consisting of a number of basins
in which the water and ships are allowed to enter when
the tide is full. As it begins to ebb, locks, similar to
canal locks but much stronger, are closed and the depth
of water obtained in the basin at high tide is thus pre-
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J

'* I

served for the flotation of the ships which have entered,

until a new high tide makes it possible to open the locks

again. Ships are limited to a very small part of the

day in which to enter and leave basins. This system

requires the most solid and expensive form of masonry

construction, and is the most costly plan of improve-

ment which can be adopted, but, of course, presents a

handsome appearance, and is lasting and provides fire-

proof structure. The other plan consists in building a

marginal quay, wharf or street with a bulkhead (either

crib or wall), from which, generally at right angles,

piers, built on cribs or spiles, project toward the channel.

This system is the one adopted in New York, where

the rise and fall of the tide is between four and a half

and eight feet, generally five. The pier system is con-

structed at much lower cost than the basin system, and

has a number of advantages, among others that of elas-

ticity to ships lying against piers, and is economical of

wharfage room. Its chief disadva ;..2,e is the generally

inflammable character of the sub-structure, as spiles are

still generally of wood, though ferro-concrete piling,

which is absolutely fireproof and which has been in use

in Europe for some time, is beginning to be considered

for water-front work in this country.

The most expensive feature of the "new plan" sys-

tem used around Manhattan to-day is building the

bulkhead wall, of which there are over twenty different

types, the cost of which may be generally estimated from

$300 to $450 per running foot. The crib bulkhead, which

characterized the "old plan," may cost as low as $30

a running foot, and is still used in many places. The

tendency of the weight on the top of a marginal street

is to push the ui iKhead wall out or to overturn it ; hence,
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various arrangements of platforms have been devised to

rverturlrf''"":
^"' ^° ^^^"^^ ^'^ clirectioroflh

IS 10X7 '
'''"^" '° ^"^'"^^'•^ ^^ - thrust. It

the thrust and the different character of the bottom atvanous places, that the different types of wall areleDredgmg ,s the first operation in the building of thebulkhead wall. This is known as crib dredg?"g%o dfstmgmsh u from dredging alongside piers and bulkheadsalready constructed, to maintain a cerLin depth o waterwhich IS known as mud dredging. As to'the cos oi

Sth/l. 1 f'.

'"'^ '' 'P^'"' ^"^ particularlywith the length of the spiles required to sustain the pier.

Municipalization—"Old Plan"—"New Plan"

hJ^r''''''.V^^''
P''" ^"^ ^^'^ b^'J^heads had been

th "nir,
*''

rr-'^^"^
^^ '^^"^attan according tothe old plans." which had been devised in some instancesby the city s street commissioner; in other instances as

and h^d r °^- ''''^" "" ^'^ ^^^'^^^^"^^- °f the State;and had become in size and character inadequate to mee

Tn!Tr^^ r^'"^'
'^ '^' "^"""^^^^ «^ the port. Whena new Gty Charter was adopted by the Legislature in

1870 provision was made for a separate dock depart-ment to have charge of the water-front, which was knownn the charter as the Board of Docks. This board °^^smpowered under the laws of 1871 to adopt new pi nfor the improvement of the water-front, which, whenp were once ratified by the Commissioners of the

struction. It ,s under this "new plan" that the work
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is proceeding to-day, though the old Board of Docks

has been replaced by a single commissioner at the head

of the Department of Docks and Ferries.

Limitation on Improvements—Harbor Lines—Plans

for Private Improvements

The same constant tendency which exists among

abutting owners to encroach on the street lines, exists

among shore owners to encroach on the beds of nav-

igable waters. Hence it is necessary to establish what

are known as harbor lines, settling a point beyond which

sohd filUngs cahnot be put (i. e., bulkhead lines), nor

platforms nor piers built (t. e., pierhead lines). These

lines are now established by the Federal Government,

but were formerly laid down in some instances by the

city and some by the State. In 1857 a harbor commis-

sion laid out a general set of lines for the port of New

York as it then existed. Moreover, plans for improve-

ments, even of private property, have to be passed upon

by the authorities. All of this should be carefully borne

in mind by prospective purchasers of water-front prop-

erty, particularly of land under water.

Acquisition— Leases — Sales— Condemnation Pro-

ceedings — Expert Testimony

Sales of water-front property around the Island of

Manhattan, of course, are becoming fewer and fewer,

particularly in the lower half of the island, as muni-

cipalization proceeds. In the other boroughs munici-

palization has not taken place to any great extent, and

consequently there is a considerable field therein. What
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is meant by "municipalization" is acquisition by the citv
of pnvat<^ water-front property rights and the subse-
quent improvement of property taken, according to
the new p an, an acquisition which may take place
either by sale to the city or by condemnation proceed-
ings by the city, under provision of various acts of the
Legislature These proceedings consist, in brief, of a
petition which ,s presented to the court by the citv
praying for condemnation of the property for public
purposes; appointment by the court of commissioners
of estimate and appraisal to pass upon the value of the
property to be taken; presentation by the owners of the
rights, of proof of their title and of the value of the
property (which the city seeks to acquire). This is
done through expert witnesses, who testify as to its
value, their eligibility to testify as experts being based
upon their knowledge of water-front values, which may
be acquired, as, for example, from experience derived
from actual purchases and leases of water-front property
made by the expert. The final step is a report by the
commissioners of the value.

Referring to leases, it should be borne in mind that
they may be obtained of city property for long periods
up to 50 years, and that since the abolition of the old
l^oard of Docks they have to be ratified by the Com-
missioners of the Sinking Fund before they are binding
on the city.

^

Units of Value— Conjunctive Value

In making appraisals it is customary to adopt units
of measurement dififering from those for ordinary real
c^ate plots. For land under water the unit is the square
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foot, for bulkhead rights the running foot. In regard

to pier rights the units of measurements differ accordmg

to the special circumstances governing the case, as, for

example, whether bulkhead rights go with the pier

rights, in which case the unit would generally be the

square foot of controlled area ; in other cases the lineal

foot of water-frontage occupied, or the lineal foot of

wharfage room ; in other cases still, the square foot of

pier area, etc. .All units may be given a very greatly

added value through what has heretofore been explained

as the conjunctive value, and for other reasons, for

example, whether or not there is a right to shed the

pier. The location of the pier and many other pomts

have to be considered, including the legal character of

the rights in each particular instance.

:. .;. i-

* I

Management—Special Kinds of Usage

Water-front property must be managed from the point

of view of the water-front and not from the point of

view of upland property, if the highest return thereon

in the way of revenue is to be obtained. This is very

important, and in many sections of the city you will

find two pieces of property similarly situated, one yield-

ing a high return because this fact has been kept in view,

and the other yielding comparatively little, much to the

detriment apparently of the fee value, until the pos-

sibilities are carefully studied from the point of view

of water-front usage.

Special kinds of usage have developed around the

water-front in various localities. Some places have be-

come centers for the distribution of railroad freight,

others for the great steamship lines. In one spot on
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oUKr the brick trade. Peculiar arraneements fnr l,„ i^ -ay be found i„ ,he railroad .rf„r br L^t"

the d.posai o, wba,T^ch„ic::/:::;73^crr ^:
trade, demand specal study. The relationship whichthe water-frcr. bears to the markets of the cil surf.

We^wT '"'': " "" °^"-'°<'« Mark ''(NetWest Washmgton Market) and the Wallaho,,. n •

™ fr^t of the Wallabout Mirket in L^^^tZ ptv:

Taxation

irLr V ofTh '? '''''' '' ''^^^' ^'^'^"gh leaseholdproperty of the city is not taxed by it.

Maps— Records

The chief water-front map of the city is the GreaterNew York water-front survey arranged in sheets Thihas been published on a reduced s^cale. Nex in^npoitance to the present water-front survey is hcA e-Qellan survey of 1870. and the maps formerly cor

"th '"'
'''T''

^' ''' ''-''' Comn:iti:n
;

wl-rh r / ? T '^'"' ^°° " ^3 volumes, many owhich refer to the water-front. Of these one of themost usefu . the Randall map made in r8^ by jl
Counci t/ /"''r";

*° " ''^°^"*'°" °f *he Common

raohv of th ? ^
' ^^'^''^^ "^ '^' ^^™ ^'"-^' topog-raphy of the land, streams, ponds, water-courses, etc
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In using this map dimensions have to be obtained by

scale It gives high and low water marks. There are

aho a large number of old-shore maps and many maps

dealing with certain particular water-front sections o

the city, which will be found of great service for specia

nurposes Nor should water-front records of tides and

currents be overlooked, the records of tidal heights bemg

of service in establishing on a piece of property the

mean lines of high and low water marks.

m\. « I
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REAL ESTATE MOVEMENTS IN
THE BRONX

J. CLARENCE DAVIES

Effect of Factorie»-Line8 of Development—Increas-
ing Values—Gains Spasmodic Rather Than Regular
—Business Centers and Density as Factors—Modem
Instances.

THE modern development of the Bronx started about
1884. At that time a merchant, who had pur-
chased from the Morris Estate and the F'ort Mor-

ris Land Improvement Company a tract of land around
what was known later as North New York, built a series
of two-family brick houses in rows. These houses were
put up by O'Gorman & Stursburg and extended from
138th Street to about 141st Sticet. Altogether, during
that series of years from 1884 to 1890 »his one firm
built possibly four hundred of these houses. They were
such a great success in renting and in selling that the
building of flats soon followed. The flats were financed
more or less by building loan operators who had been
operating in Harlem and in New York City itself. About
1890 the population of the Bronx was about 70,000.
Operators have purchased land from the original

owners—that is to say, the old wealthy merchants-
have cut it up into lots and then sold it at auction. The
lots were built upon at first with frame houses, which
are now passing away. Tenements, apartment houses
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and flats are now being built. The leading local settle-

ments are now becoming the business centers and a

modern city is being built up which is increasing at the

rate of 125 per cent every ten years, or about an average

of twelve or fifteen per cent per annum, in population,

resources and assessed values.

Effect of Factories

In speaking pf the development of the Bronx one must

consider a great many factors. In the first place, every

section must have within itself some one thmg to brmg

people there, and to keep them there after they arrive,

and to distribute money among them. That means that

we should have—and we have it—a large money dis-

tributing factor in the manufacturing interests of the

Bronx. The first factory founded up there was the

Jordan L. Mott Iron Works, started about 1830 or 1840.

One factory followed another until the Mott Haven dis-

trict and North New York district were rapidly built up.

When, in 1890, the flats were commenced they were rap-

idly filled by the factory population, and made a paying

investment. ,

The line of development then followed the elevated

railroad, which started up there in 1890 and first ran

to the Harlem River and then to 170th Street. Later

we obtained through trains for one fare, from the Battery

to Tremont. All these things caused a rapid growth

along the lines of Third Avenue and the elevated rail-

road The development of the Bronx, and. in fact, ot

any suburban district, will be along the line of transit

facilities. That has been the history of every section.
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Increasing Values

In the future, values in the Bronx will be just as large
as they are downtown, and far larger in this section than
they will be m other sections and other boroughs
A sale was made on Tuesday, June 17, 1884-portions

of the I-ox estate, directly on the line of the suburban
rapid transit route. It appears that a suburban rapid
transit route was laid out, which the Fox people never
built.

This property lies along Westchester Avenue, begin-
ning near the Prospect Avenue station, that is, right
along the line of the subway to-day, and runs up to
about the line of the Southern Boulevard, the Simpson
Street station. At that time a large gore lot on West-
chester Avenue and on Kelly Street sold for $200 My
impression is that it sold for thirty per cent cash, the
balance remaining on mortgage. The lots adjoining
this corner-which is to-day worth, I should sav. from
$16,000 to $i8.ooo-sold for $180. running through
from street to street, and for $115 apiece on Westchestf^-
Avenue. They are worth from $7,500 to $10,000 apiece
to-day.

^

On Tiffany Street they sold for $150 apiece.
On the Southern Boulevard, between 167th Street and

Holmes Street, they sold for $275 apiece.
On Simpson Street they sold for $170 apiece-ouite

a good price.

On Bristow and Jennings Streets they sold as high as
$60 and $65 a lot, and the corner brought as much as
$150. The average price realized at that auction sale
was $100 or $110 or $115, and the average value of those
lots to-day would be about $6,500 or $7,000 a lot. So
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that a man who invested $30 or $40 at this auction sale,

and paid all taxes and assessments and interest on the

mortgage, you will see, would be pretty well ahead of

the game to-day.

Gains Not Regular

I do not wish to give you the impression that this

growth has been a constant growth. I think that is one

of the mistakes the majority of people make-about the

growth of vacant land. A lot sold at auction will no

increase five per cent or six per cent per annum and

keep that growth up steadily. Every experienced rea

estate operator knows that values do not grow in that

way As an example consider the piece of property

lying on Crotona Avenue, running from 175th Street and

Third Avenue to the Southern Boulevard, known as the

George Faile estate. These lots were sold at aucUon

November 12. i8qo. and they ranged in price from $6^0

a lot to about $1,000 for corners. That is only about

eighteen years ago, and the value of these lots to-day

is about $5,000 apiece, and I doubt if any man who

bought one of these lots for $600 or $700, paying thirty

per cent cash down and his interest and assessments later,

has not made on that original $200 investment $2,500

to $3,000 in eighteen years.

Take a lot which I myself sold at the corner of what

was then known as Potter Place and Jerome Avenue^

sold at auction about 1892. The value of that lot in

1892 was $750; it sold at auction for $680.

In 1893 that lot was worth about $900.

In 1894 it was worth about $950.

In 1895 it was valued at $950-no increase.
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Real Estate Movements in the Bronx
In 1896 they were asking for that land, or for land

of that same nature, $1,000; in 1897. $1,000.
In 1898 the neighborhocKl began to build up and the

value jumped to $1,250 and remained at that figure until
1900. More improvements were made and assessments
paid and lots went up in 1901 to about $1,500

In 1902 the value jumped m $2,000. in U)^4 to $2 500-m 1905 to $3,500; in 1906 to $4.500 -the present
value of the lot to-day-about $4,500. although they areaskmg $5,000.

^

If you buy a lot at auction you must not consider that
It mcreases steadily in value every year; it does not It
may run along for a series of years and xuu can't see any
improvement. You pay assessments and interest on your
mortgage, and taxes, and still you can't see any increasem the value of the lot. .And you believe you are going
to lose money. But there will come one year, or two
years, m which the increase will be some two or three
or four hundred per cent. It will run along on this
level for a series of years and increase perhaps slightly
and then another year or six months and an increase
of a hundred or a hundred and fifty per cent will come

In other words, while the growth over a series of years
IS steady, it is very spasmodic in any one year.
But there arc other sorts of property, as I have found

out from experience, that cannot profitably be developed
from acreage or farm property or estates into lots and
sold at public auction. If you take lots that are worth
more than $1,000 apiece or $12,000 an acre, you will
rarely, if ever, find that they are purchased for specula-
tion, to be resold at an auction sale. As a genera! rule,
property that is put up at an auction sale is purchased
for from $3,000 to $10,000 an acre. The general public
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does not, as a rule, buy high-priced lots at an auction.

To meet success, when sent under the hammer, lots

should be valued at from $300 to $800 apiece. At least,

that is what the experience of the Bronx has shown.

But any lot bought at a public auction sale from an

estate that has cut it up and put it on the market, is

as sure to make money for its buyer as anythmg on this

earth is certain, provided the owner simply sits down

and waits for that section to grow up. A man who

buys a lot at such a sale is getting it from first hands;

he is not buying it after the property has been exploited

by booms or anything of that kind. My experience of

the Bronx has shown that these auction sales are the

best method of acquiring land to make money on.

i •&

Business Centers and Density

When I am asked at my office how I advise people

to invest in real estate in the Bronx, I invariably give

one answer, "Buy, if you can afford it, on the leading

avenues, and in the business centers if it is possible.

Get something, if you can, with a building on it, to help

carry the property along. Experience has shown that

these business centers become more valuable as popula-

tion increases." Business centers vary in what I call the

density of their population and, in this connection, I want

to state also one reason why values are higher right here

to-day and will be still higher in the future than in the

other boroughs, leaving out Manhattan. Take a blocl,

600 feet long and 200 feet wide, the average block ir

one of the prettiest sections of Brooklyn, the Flatbusl

section. This is covered with very pretty two famil)

houses, ten people to a house, each one standing 01
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Real Estate Movements in the Bronx
a forty-foot lot These families will form a populationof about three hundred people. I am not speaking ofthe esthetic s^de of the question at all. I donVsaylhlwhat we do m the Bronx is the best thing for the phys
|cal comfort or for the morals of the population. Now.n the Bronx m five-story apartment houses, with fourfamihes to a floor, there will be 3.000 peopi; living ona plot of ground 200x600 feet in size as against 300people hvmg on the same sized Brooklyn block These
3,000 people require stores in proportion. The thirty
houses m Brooklyn, on an average of $40 a house, will
produce $1,200 rental. In the Bronx, if the rooms rent

for theVV'^uT l^
^^-^^ "' ^ ^ '^^' '"^^ total

for the block will be $12,000. That is the reason that
values in the Bronx are so much higher than in the other
boroughs outside Manhattan, and always will be so
because the main factor is their density of population.

'

The density of population makes values and also makes
business centers. If a person will look a little ahead and
buy to-day at the junctions of great avenues or cross-
town streets, he is bound to make money from his in-
vestment.

The Nimphius Case

The Morris family owned a large part of this section
and, m generation after generation, it was split up among
different members. Gerard Morris sold in 1853 a plot
of ground at the Southwest corner of 149th Street and
Third Avenue, where Hegeman's drug store is now lo-
cated, to John Nimphius. It fronted 150 feet on what was
then Benson Street. Ni^iphius kept a little tavern there
for a number of years. He paid $300 for the land he
occupied. Along about 1895 he sold two lots on the
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Third Avenue side for about $9,500- The property then

had been widened by the opening of Third Avenue.

About 1896 the city commenced to widen 149th Street

and cut a strip of about nine feet wide off his property.

He got an award from the city for this piece of $40,000.

In 1900 or 1901 I myself sold the balance of this property

for the sons for $70,000. That is $119,500 for an invest-

ment of $300, to say nothing of the use of the property

for fifty years. That is what buying in a center means.

Now, it doesn't require any great judgment for that.

You can look around in the Bronx and in Brooklyn and

find old lanes running to a center in the same way.

The northwest corner of Westchester Avenue and Third

Avenue was purchased in 1888 by Mr. Franklin A.

Wilcox for $48,ooo-$8,ooo cash and $40,000 on mort-

gage This piece fronted about 150 feet on Third Ave-

nue and 200 feet on Westchester Avenue and was en-

cumbered with olu frame buildings. Mr. Wilcox kept

that piece of property until the early part of 1905—some

three years ago—when I sold it for him for $295,000-

all cash That is what he made on his original invest-

ment of $8,000. During the sixteen or seventeen years

he held it the pioperty returned an average rent of four

or five thousand dollars a year. This is another example

of the result of buying in businer. centers.
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ACREAGE-HOW TO DEVELOP IT

DEAN ALVORD

Laying Service Lines-Wide Street Eflfectt-Trees
and How to Plant Them-The Art of Sidewalks-
Natural Landscaping—UtUiUrian Features

DEVELOPMENT of Suburban property to the highest
point possible is to solve the question of living
for the great middle class of our population which

for the past few years has been groaning for release
from the imp isonment of the blockhouse and the apart-
ment The .bject will be treated solely as applied to
suburban properties built up with detached houses, but
withm the limitations imposed by the municipal authori-
ties as to topography, width of streets and the distance
between the latter.

The creation, therefore, of a "Rus in Urhe" is the acme
of real estate development. To create a rural park
within the limitations of the conventional city block and
city street, then, is the task set for the suburban de-
veloper.

Service Lines First

This means, first, the abandonment of the "row," and
the building of detached houses under carefully thought
out restrictions. To prevent the future tearing up of
pavements, all the underground pipes for sewer, water,
gas, electric light and telephone wires, not only in the
streets, but the laterals to the inside of every lot, should
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be first laid. Next are surface improvements, sidewalks,

curbs and pavements. This work : hould be all completed

before a single house is erected, thus reversing the usual

method of development. But it is the details of the

surface improvements and of the landscape effects which

give to a property any claim to distinction which it

possesses.

In order to introduce as much as possible of the park-

like appearance, every effort should be made to secure

as much open ground as can be obtained with the limita-

tions above referred to.

Wide Street Effects

The width of a street is determined in effect by the

distance between the rows of trees which line its sides.

This effect of width is greatly enhanced by planting the

rows of trees on the building line instead of near the curb.

It is difficult for one to realize how great is this difference

until he sees two blocks in juxtaposition. This simple

rule will give an ordinary sixty foot street the effect of

a broad avenue.

Tree Planting

The trees should be selected with reference to their

adaptability to the soil and also to the width of the

street and its character. A broad, winding boulevard

will be best suited to large varieties like the oriental

plane, rock maple and linden, or to trees of spreading

habit like the American elm. Stiuight and narrow streets

will look best lined with more compact and formal trees,

like Norway maple. Such trees as the Carolina poplar,

which has a rapid growth, are a great temptation to the

developer who is seeking immediate effect. There is no
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Norway maples should stand forty feet amr. • •

are r™ .og«her in .he pUnfC xtlalTeffS

ui trees. Maciner the trp«><! in fi,«

a. *;
"' "' '''^™'' "' ««•> »' horses standing

Sidewalks

Uy the sidewalk close to the building line and as

Ws an/rht^rd^aJtwTghtit^rsL"^^

Iwth If !., t ^ / '^<'™'^S^ may be taken of the

t?ee wTaT^ ^'^ ™"'"« """^ "'^ "•'<""= of the

andcirbrte '""'T""''""^- Between sidewalk

HmM ?;."'" " *' "'""^'^ ='«>-f°<« »'^«t being

tr b:zcr '"' --^ ''""'-^™"'"^ *->'

cvd^taT"" ^P'"«'.''^^l«ri».-ieutaias, azaleas, andcydona, among the deciduous varieties, and the seller
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of the evergreens for winter effect are good. The

latter are better grouped in the center parkway, which

will perhaps be fifteen feet in width. Here the variety

of suitable shrubs may be much enlarged, the added

width admitting such plants as the rhododendron and

dwarf magnolia, many of the retinosporas, junipers, the

mugho pine, arborvitas and some of the evergreen aza-

leas and mahonias.

Deciduous plants should be selected with reference

to the effect of flower, folhge and fruit, the latter being

most ornate after the leaves have disappeared on such

shnths as the Berberis Thunbergii, corcorus, ribes and

others.
, . i

The location of houses upon plots does much to make

or mar the general effect of a street and also the pleasure

and comfort of its reside its. Restrictions should there-

fore be imposed of such a nature as to regulate exactly

the spot on each lot where the house shall stand. In

addUion to a specified distance between the front wall

and the street, all houses on north and south streets

should stand not farther than five feet from the north

line This throws the lawns uniformly to the south or

living side of each house, and allows for the greatest

distance between the houses.

Another restriction which contributes much to a beau-

tiful appearance is that all lots in a rectangular layout

should have a uniform grade. If in the laying out of

the property the plots are made to break joints, as it

were, so that the side line of one plot shall mter<;ect the

rear line of another at the middle, a n ore extended and

attractive view may be obtained from the rear of each

house as well as from ^ne front. This latter requirement,

with the added prohibition of all fences or hedges nearer
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the street than the front line nt th^ u

the entire space between the curb and house front

Natural Landscapes

nXti^lT,^'
developmen. of .he suburb „i,h i„

attractive field for development is found in just m.recountry, rough country, where nature has throw^ /re«

nto ti; T ^T '"'' '"" "«"''« '"""'ling downnto the valleys. Here are materials for the artist handwh^hWs how to u.e them. Here lies an op^lnL
to pve ,„ every place an individuality impossible underthe conditions we have been considering
These features of rock and hill and dale-priceless in

o^hfm:, *: "f"= "eveloper-are mere obs^t^
to the man who does not know. His ruthless activity
ceases not until every beautiful knoll has been levelled
until every valley ha, been filled in, un.il every pL
tLTT'^" """"^ ""^ '^" '"»''«' into biaiding
stone, and every century old tree converted into Iv- -rWhen this work of destniction is completed and the land
IS brought at great expense to a dead level, he is then

cXand" T""r "'jP-""-'^" by laying cement

do sn't „J \'"'' """"'"^ ^""P '•°"^«- H«

thta™

'

" ""*'""• "' '^ ^»fi'°«" "«o all

Utilitarian Features

In a country development the purely utilitarian fea-
tures are the same as those in suburban property.
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First and foremost is drainage. ^t here there

is a good deal of misinformation abroad. The most am-

bitious developers undertake to install a s- called sewer

system, for the sake of advertising purpos>»8. This con-

Msts of underground pipes laid throughout the streets,

often with very inadequate provision for the outlet and

final disposal of the sewage. Such a system is a positive

death trap and is far inferior to the ordinary cesspool.

As a matter of fact, in such soil as s found over a good

part of Long Island, the septic tank, which is Colonel

Wai .g's improved cesspool, is the most sanitary system

which has yet been devised, and where properly con-

structed and on plots of half aii acre and upwards, is

absolutely safe.
. .1. »

The water question will, of course, receive the most

careful attention in any place intended for human habi-

tation

Physical Treatment

But it is in the physical treatment of the surface of

the ground in the country that the greatest opportunity

lies

Every natural feature of the ground should be most

carefully studied in its relation to the whole The huge

boulder which your too practical builder would blast

into foundation stone, we .vould place at the junction of

two drives, and if too large to move, we wou.d place

the drives so that they should converge there. Then

plant some rock cress or dwarf phlox, or a carpet of sea

pink partly around its base and some small trading vines

to climb up its sides with a group of low shrubs m the

'^^'utilize the rocks protruding from the edge of the hiU-
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side to plant those things whose natur? habitat is among
the rocks-a group of yuccis, savin.l. juniper or other
low growmg evergrems. with erect evergreen-^ in the
background, against wh.ch the stately white yuccas will
stand oi ' as if cut in marble.

Fill up ihe low places with moisture loving plants
marg-n the pond with Japan Iris, lobelia cardinalis. the
Japanese grasses, red twigged dogwood and yellow
barked willow.

If possible, provide ample reservation for the common
pleasure of all the residents. Convert the swamp into
a lake or por-', stocking it with goldfish to eat up the
larvae of the mosquito. The value of land devoted to
such purposes is not lost, but is more than regained by
the added value imparted to the remainder.
Look out for fine vistas from the high points; if you

have none, create them by good planting.

Avoidance of Straight Lines

Above all, get away from the straight line. Carry the
loads through the valleys, let them wind among the' hills
and never use asphalt or cement in country work. Build
macadam roads and gravel paths, park roads, with grass
gutters, except on the steep slopes where gutters should
be ^.^ved with cobble stones.

The exact location of the house on e ch site should be
decided in advance of the sale of the plot, and the pur-
chaser compelled to build on the designated spot.
The setting of every house should be studied and plans

appro id by some one competent to determine the adap-
tability of the house to its location, so that a harmonious
picture may je created.
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We have only to make a trip to dt.wntown Broijk-

lyn or Manhattan to see how examples of beautiful

architecture have been sacrificed to the surroundings.

Classic designs which call for an isolated location with

a setting of green, are wedged in between skyscrapers

and made ridiculous by their companionship. Every

architect should take a course in landscape gardening be-

fore he designs a building.

The architect should contribute his full share to an

artistic development. He should catch the real spirit cf

the enterprise at the outset so that his examples of do-

jtic architecture may be of contrasting but harmonious

design, giving to the whole property a distinction which

would be lacking without his skillful treatment.

The one consideration which should dominate the

mind of thj developer is that his property should be

treated as a whole, not as a collection of units. Every

lot, street, park and building should be studied in its

relation to the whole property, just as an artist regards

every stroke of his brush on a canvas. In thij way there

will be produced an ensemble without discord, and a

feeling of harmo , and restfulness impossible to the

urban dweller, and he will then realize to the full the

great benefits of country residence.

« I
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MANAQNG A REAL ESTATE
omcE

RONALD C. LEE

Importjnc. o! £,.ct In:orm.tlon-Li.t of Owne ..Litt of Prop.rtie.-New York System-Pow »

P«rch...r. .nd Tenant-Keeping Tr.ck ofMor..gi^et—Appraisal Records

THE real estate broker, to justify his existence, musthave knowledgc^knowlccl .e of how to find Z-
ers and sellers in the greatest quantity and qualityand a knowledge of values and condiLns that wiJlwUhthe east labo:. match buyers and sellers. On tW hanes

all the law and profit in the management of a r^l est"'

wiLl'^'J' ^"T "' '^' Me-poHtan District, sav

M K ITr''^'''^
^'^' ^ '^'"•^" P^^«'« Of property

enan^ I ,

' -Hlion owners, and leased to five'mL
tenants, and carrymg half its value in mortgages Eachof these parcels, mortgages, leases, year aftef yLr means
comm.ss.ons to the metropolitan real estate broker Xo

Inn' ";?".',• ^^ ^°'"'"""'*y of business men is themeans of handlmg such an enormous amount of money.

Importance of Records

The machine by which the successful broker handles
h.s .share of this enormous business is records, and in

363



%
ii

Practical Real Estate Methods

just the degree that he is able to make real estate rec-

ords subservient to his purpose, is he successful. And

every broker who eschews haphazard methods and con-

ducts his business on strictly scientific principles, climbs

as far as possible along this path. His success is in

exact ratio to his ability in this line plus his own

personality. His personality reaches only to the people

with whom he actually comes in contact. Through his

employees his system may reach to infinity. He is em-

ployed to save his clients from having to rely on chance.

or from doing a part of this work. Time with the prop-

erty owner, who is of necessity a man of large affairs,

is a matter of ,money and much money.

Real estate is not considered a quick asset, and this

fact diverts an enormous amount of capital, which would

otherwise be invested in that direction. The successful

broker is one who can most unerringly bring together the

buyer and seller, mortgagor and mortgagee, the lessor

and lessee. To do so. he must have records posted hke

a huge army of scouts with methods of intercommunica-

tion to facilitate instantaneous reports to headquarters-

his brain-and this is no easy or inexpensive matter, it

means clerks, card files, reporters, brokers, and subscrip-

tions to expensive and highly developed services which

cather and digest this information for his consumption.

Then at best only a small part of the entire territory can

be covered, but the separate department should be co-

operative, or the full measure of success cannot be hoped

for The ideal transaction would be one m which the

broker sells the lot to the builder, secures a building loan,

retires the building loan from a permanent loan, sells

the property to an investor and continues to manage the

property and renew the loan from time to time.
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List of Owners

First, the broker must know who would sell. To do
that he must know who owns the property. To eather
this from the Hall of Records is an insuperable task;
unless one name in the chain of title is known, it is prac-
tically impossible. Previous to 1892. the index to con-
veyances was kept in alphabetical order, and to locate
a ^ven property thousands of deeds might have to be
read. Since 1892 only those in any given block would
have to be followed up. But that in itself is a huge
task. This work has all been simplified by the compila-
tion called the Real Estate Directory of Manhattan.

This directory is cross-indexed. The first is geograph-
ical, according to street number. This division gives
the street number, the block and lot number, the last
owner of record at the date of publication, the date of
record, and in the case of multifamily houses, a full de-
scription, such as flats to the floor, rooms to the flat
steam heat, hot water, elevators, store fronts and the
hke. The second classification is alphabetical. In this
part each property owner's name is arranged in alpha-
betical order, followed by his address and a list of his
holdings. So, to locate the owner of a particular par-
cel, turn first to the street, glance down the column to
the number, and then turn to the name given in the
alphabetical section for the address. But ten to thirty
thousand parcels change hands each year. How can it
be known that this very parcel has not been transferred?
A weekly supplement is issued giving the property sold
or bequeathed and the name and address of the purchaser
or heir. To avoid a search for the owner through a
number of these supplements, a cumulative index called
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the Checking Index is issued each week. Thus the first

index of the year contains the first and second week, the

second, the first, second and third week, and the fifty-

first the last one of the year, the whole fifty-two weeks

inclusive. After that a new real estate directory is is-

sued. Thus one great labor existing in the past has been

eliminated by a central co-operative bureau.

A more comprehensive and more expensive system is

one which does away with the weekly supplement and

Checking Index, and rerorts each conveyance as it is

recorded on a separate filing card. This card bears an

abstract of the title. As property is transferred not only

by conveyance,but by will and letters of administration,

the means of transfer is specified.

List of Properties on Market

Now begins the final work of the broker. He must

ascertain in a general way what property in the terri-

tory he elects to cover is for sale, and this means an

individual canvass, either by personal interview or by

letter, of all the property owners. This gives a general

idea of his market. He finds that almost all property is

for sale but at prohibitive prices, and it behooves him

to use the finesse of his business to find out who really

would sell. There are several ways, but all lead back to

his records. One way is to see from the daily papers who

is selling, and see if that party holds more property in

a neighborhood in which our broker might interest a

customer. The alphabetical Ust of the Real Estate Di-

rectory will give this information. Owners who permit

a "for sale" sign to be placed on their houses are as a

rule anxious to sell, and a broker should keep a careful

366



Managing a Real Estate Office

watch for the signs of rival brokers, either through his
own office machinery, or by the aid of a service designed
for this purpose by the Realty Records Co.

Keeping Track of Mortgages

Frequently houses which are heavily mortgaged at a
rate of interest lower than the prevailing rate at the
time of maturity can be bought or exchanged at a rea-
sonable figure. The expiration of mortgages should be
followed up by the use of the Mortgage Indication or
the Record and Guide Quarterly, both published by the
Realty Records Co. These publications and their use
will later be described at greater length.

New York System

In Manhattan, brokers who specialize in the sale of
property follow two distinct methods: Either they
confine themselves to one locality, thoroughly master all
the technical conditions existing there, and supply the
steady demand for property in that neighborhood, or they
follow the current of greatest activity. This latter de-
mands a much higher order of ability. It means keeping
one's hands always on the pulse of the market. To be
successful in this line the broker must know how to
select with unerring instinct, the possible buyer—the pro-
fessional operator, the wealthy investor, the man who has
just been paid a mortgage or sold a house and thus has
funds on hand, the buyer in that or similar neighbor-
hoods.

After information regarding property for sale has
been secured, it should be tabulated by means of a card
system. DiflFerent colored cards should be used for va-
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rtous kinds of properties, and the prices should be clas-

sified by a system of tabs. For instance, low priced

properties should have their tab on the left side of the

drawer, and progress by degrees until the highest priced

properties have tabs on the right side of the drawer.

Thus a broker can know at a glance just where to look

for a particular kind of property. The information on

these cards should be very full—location, description,

number of rooms, improvements, condition of repair,

mortgage, purchase money mortgage, rate and terms,

leases and asking price with any particulars known about

the property or neighborhood.

Possible Purchasers and Tenants

The maintenance of a file for possible purchasers is

much more difficult, as no exact method can be followed.

Still, a list should be kept, and a notation made on the

card regarding the nature of property wanted.

Skillfully worded form letters should be sent out con-

stantly. It should be a part of the routine of every

well conducted real estate office to have form letters go

out daily to possible customers or clients; to a man

who has just sold, to those inheriting property, etc.

This can safely be left to a competent stenographer.

Leasing of property is much more of an exact science.

The business here is limited to vacant places and par-

ties wishing quarters. The obvious methods of acquiring

a list of property is to tabulate the signs of other bro-

kers. The Realty Record Co. also furnishes such

lists and notifies the subscriber of withdrawals from the

market The second method and the one much more

comprehensive in its scope, is to tabulate the expiration
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of the leases and communicate with the tenant just be-fore us expiration. This work is also being done for theeal estate man by the Realty Record Co. A file

edge should be kept by each broker. In the matter ofsecunng tenants the broker should rely onX ""
ng

attttion oTt''T'' "^^ *° "^""^ ^^^^"^'^ 'o th^ea«ent.on of tenants m other buildings whose leases are

thT di
*''^''' ^""^ ^^"^ ^"""^^ ^ °^^*°"-'^ ^"^fit^^l by

Mortgage Brokerage

The mortgage business differs in many respects fromselhng and leasing of property. It resem'blesSng Tnthe fact that a parcel can carry only so much mortgage"and each mortgage has a given number of years to run.
L::;e the selhng of property, the business divides itself
naturally mto clients and customers-the man with themoney and the man with property on which he wishes

pli<!^[or"*°
^^° ^""^ *''" money-to get the ap-

The Realty Records Co. publishes each week a
complete list of the channels through which mortgage
money comes. It behooves each specialist in the placing
of mortgages to be acquainted with such a list. In ad-
dition the Mortgage Indication issued by the Rer-'^-
Records Co. publishes three months in advanr-
miaturity a list of mortgages which fall due, givng cuo
channel through which the money came at the time of
the placing of the mortgage. This is an indication that
mortgage money may be obtained from that source. The
broker should also maintain a list of institutions making
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a specialty of lending money. The mortgage business

might be classed under the following heads: Buildmg

Loans, Replacing Expiring Mortgages. First Mortgage,

Second Mortgage. The placing of building loans m Man-

hattan requires a wide acquaintanceship with the pro-

fessional builder. To replace the building loan with a

permanent loan necessitates the following up of pro-

jected buildings as listed in the Record and Guide, a

weekly paper devoted to real estate and buildmg infor-

mation.

Mortgage Expirations

The second grand division of the mortgage business

depends on the knowledge of the date of expiration of

existing mortgages. There are two methods of following

up this information, either for the broker to tabulate

expirations in his own office from the Record and Gmde

Quarterly, or to purchase lists of expiring mortgages

three months in advance of maturity, as published in

the Mortgage Indicator.

This Mortgage Indicator gives a transcript of the

instrument, the channel through which the money came

originally, and the name and address of the present

owner of the property. The broker should com"iunicate

with both the owner • ^ the property and the holder of

the mortgage, especially when the rate of interest on th^

old mortgage differs from the rate prevailing at the

date of maturity.
.

A careful study of the personal idiosyncracies of the

lenders must be made Where they prefer to lend, the

character of the property and rate of interest, and most

particularly, when they are in funds.
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Appraisal Records

The daily duty of every real estate broker is to value
real estate, and this is cal?-(l appraising. There is but
one basis of appra.sing, and that is the one of rental
return. What rent will a given property bring?—in
other words, the return on the investment. A good defi-
nition of an appraisal is the price the property would
bring from a purchaser who did not have to buy from a
vendor who did not have to sell. Such a purchaser would
base the fee, first on the gross rent return, and then
capitalize this rent on the rate of interest he expected
to get on his money. For instance, he expects a net
return of ten per cent. The net rental is ascertained to
be $5,000. Therefore, $5,000 is ten ptr cent of the value
of the property which, in that case, would be $50,000.
Of the two things to determine, net rental and rate of
-*nterest to expect, net rental is the easiest. But that
entails a thorough knowledge of existing conditions,
rentals in similar properties, percentage of vacancies,'
cost of repairs and running expenses. Rate of interest
is much harder to determine, and is governed entirely
by the rate of interest secured by adjacent or similar
property owners, which brings the appraiser b k in a
circle to the market price of the property. This . ?lmost
wholly determined by what other and similar property
has sold for, or the price at which like property is held.
Again the great value of records—First, legal sales, as
published and compared in various publications of the
Record and Guide, and the Realty Records Co.; sec-
ond, the broker's own knowledge of prices secured;
third, the varying conditions surrounding each parcel
of property.
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In appraising vacant property, the appraiser must first

imagine an adequate improvement on the property, de-

termine its value from similar properties, as explained

above, subtract the cost of erecting the building from the

total, which will give the value of the vacant land.

A very rough method of appraisal is to take the valua-

tion placed upo . it by the city in the tax assessments

(which are published in the City Record) and add ten

per cent or twenty per cent.

There are boom times in real estate and periods of

comparative stagnation, but all the tim- there is some

buying, some mortgaging and some rer mg. The real

estate man who understands the proper use of records

is seldom or never without some promising deal on hand,

and is enabled to pick and choose the very remunerative

deals on the flood tide of prosperity.

•
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OLD NEW YORK AS KNOWN BYA
REAL ESTATE PIONEER

E. A. CRUIKSHANK

WHAT wonderful changes has this city seen, and
how It has grown! I can remember when
Castle Garden, now the Aquarium, could be

reached only by a long bridge, as it was far away from
the shore and surrounded by water. Going back to my
father s time, there were no Washington or West Streets
and the bowsprits of the ships used to stick over the
yard of the house which fronted on Greenwich Street
There were no steamboats then. The only way to reach
Brooklyn was by means of a periagua, or small sailing
vessel. There was good gunning on Brooklyn Heights,
and my father shot many a bird there.

Everything in New York was equally primitive. The
only water supply was the old pump on the corner.
There were no sewers—only open gutters, and the pigs
used to wander down Beaver Lane, now known as Morris
Street, acting as scavengers. There were no railroads,
telegraphs, telephones, street-cars, bridges. If you
wanted some wood cut, tl:e old colored men used to come
around with buck and saw and cut it in front of the
house. The city was very small, and its court end, where
the finest residences were, was in front cf the Bowling
Green and the Battery and on Broadway and Greenwich
Street.
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The rear part of the Cit_, Hall was finished in an in-

ferior manner to the front, for the reason that U was

so far uptown that it was supposed the city never would

frow beyond it. The site of the Tombs was a good

fishing pond; through Canal Street ran a wide stream

that it seemed almost impossible to fill. The country

seats and farms lay beyond. To show the marvelous

growth of the city, the president of one of the largest

downtown banks bought a country place for himself and

family (this was before Central Park was thought of)

running from, I tiink, 52d Street to 66th Street, and

from Fifth to Fourth Avenues—as Madison Avenue was

not in existence—for $40,000, and his friends criticized

him and condoled with his family at such a wild and

crazy investment of so large an amount of money for

such a far-away piece of land. His only answer was,

"While I will not derive any benefit from the invest-

ment, my grandchildren will." But even he did not

realize the wonderful changes that were coming. I

offered, not to a grandchild, but one of his children,

$1,000,000 for the block front on Fifth Avenue between

only two of the streets and only 100 feet deep, and you

can figure out what the farm had then become worth.

I myself can remember the old Crystal Palace that

stood on the plot now called Bryant Park, between 40th

and 42d Streets. On the opposite side of Sixth Avenue

stood a row of two-story buildings occupied as stores,

and when the Crystal Palace burned down, all the shop-

keepers were ruined and the stores stood idle for a long

time, for it was so far uptown scarcely anyone ever came

there. There was no fire department in those days, but

first the bucket brigade, and then the hand engine, with

its long arms, easy at first under the excitement, but
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growing harder every minute, drawing ihe water out of
the few astern, that were, or if happily close to the shore,
tapping the rivers.

But few courts then and justice was quicker! The
murderer on the day set for his execution was brought
out. hjs coffi, laced on a truck, and he was seated on
his coffin, and guarded on either side. The procession
passed up Broadway to the gallows, where he washanged in open sight of all. as a warning to evildoers.
The winters seemed to be colder. n..t r.niv the l<:ast but

also the North River was frozen over, a.i.l at times so
hard and so thick was the ice that a barbecue would be
held and an ox roasted on the frozen waters
How all has changed! Whereas the best real estate

agent then would have died of starvation if he had had
only his commissions to buy his food and lodging -r
support his family, now a lucrative business awaits him
if he but brings the brains, the honesty and the perse-
verance which are necessary for success in any other pro-
fession. The small three-story or possibly' four-story
houses are gone, and the eight, ten, twelve', and so on.
up to the thirty-story skyscrapers, have taken their places,
with elevators, electric lights, filtered and cooled water,
etc., with an army of employees, superintendents, engi-
neers, electricians, porters, scrub women and elevator
boys. With all the facilities of travel -trolleys, elevated
roads, subways, bridges, lunnels-with values changing
from hundreds to hunureds of thousands or even mil-
hons, with the city constantly expanding, the real estate
man versed in his business is the right hand adviser of
the rich investor or the vast corporation in regard to
the advisability of their investments in real estate, the
desirability of their loans on bond and mortgage, the

3/b
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fettling of how they may obtain the best returns from

the money to be expended or loaned. Gentlemen, you

have chosen a profession ''n which you can be ever learn-

ing. If you have already learned somewhat of building,

plumbing, electrical work, engineering, architecture, etc.,

so much the better. You will al?o find it both pleasant

and necessary to watch the growth of the city, the chang-

ing of its various lines of business from one quarter to

another, the extension of its dwelling facilities, and from

the lessons of old New York, forecast the future of the

new.
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DAVIES AND HOFFMAN RULES
WILLIAM E. DAVIES

Hoffmaa Rult and Iti D«ftcts~DaviM v..u « -

SrJSJ.!:!^ ^^^^ *^ 5*""P"** Con'T -lUuM with

-PlSUfT"
""• *•*•• "^ ^'''•'^-

• «' Valu.

HOFFMAN RULE

Lot Ft Value

23x100 $1,000
lOx 3S 160
ISs 3S 335
2Vx 25 310
25x 35 37S
30x 2$ 440
35x 3S 500
40x 3S SM
4Sx 35 615
SOx 35 670

Aggregate
per cent

t6
3JS0
31
37.iO
44
SO
S(i

61.50
67

Lot Ft Value
Aggregate
per cent

SSx25
60x25
65x25
70x25
75x25
•0x25
85x25
90x25
95x25

100x25

1715
760
800
840
875
910
935
960
980

1,000

71.S0H
SO
84
87.50
91
93.50
96
98

100

REGARDING the HoflFman rule, the compiler has in
the past used same in manv :ases, its application
having been stipulated by both parties in several

proceedings, but a long and v^ry varied experience in
making appraisals as a real estate expert has impressed
upon him Its frequent inconsistency and the necessity
of devising some logical method of valuing lots more or
less than one hundred feet in depth.
After studying 10,200 sales and ascertaining the av-

erage values of lots of different depths, the compiler
adopted the following equation of the parabola in whichY -- the proportion of value of lot in question to value
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of full lot, and X = the proportion of depth of lot in

question to depth of full lot (lOO feet).

Formula of Davies rule:

Y = V 1-45 (X + .0352) - .226

This formula has been tested in several hundred ap-

praisals and found invariably to produce a satisfactory

result.

It has, moreover, the inestimable advantage that it can

be applied to lots of any depth and not alone to strips

varying five feet in depth within the limit of lOO feet,

as is the case with the Hoflfman rule.

Comer Lots

Let us suppose that a corner lot is 25x50 and that

the standard inside lot 25x100 is worth $1,000. The

ratio for the depth of fifty feet as given in the table

is .654. Corners in this neighborhood are worth fifty

per cent more than inside lots. This does not mean

that $327 (50% of $654) is to be added to the $654

given as the ratio for depth. Merely the ratio of 50%

is to be added. Fifty per cent of .654 is .327. This

gives the value of the corner as

$654 + 32.77c = $868

the proper value of a corner 25x50.

For depths with parts of foot or more than 200 feet,

or where greater accuracy is desired than three places

of decimals, use the formula in which Y = the pro-

portion of value of lot in question to value of standard

lot, and X = the proportion of depth of lot in question

to depth of standard lot:

Y = V 1.45 (X + .0352) — .226
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DAVIES RULE
T.ble for E.timati„.^the^vajue of Strip, of Lot up

(Deduced from the mean of thousands of actual sales)

Example-To find the value of lot 110 feet deep, if standardms.de lot .3 worth $75,000. multiply 75.000 by 10^ = $79,S(i
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Table of Percentages for Lots More or Less than

25 Feet Wide

Width Percentage

12.6
13.0
14.0
IS.O

15.10J4
16.0
16.8
17.0

17.3^
18.0
18.9
18.)?.

.SO

.52

.56

.60

.635

.64

.666666

.68

.690832

.72

.75

.756666

Width Percentage

19.0

19.9J5
20.0
20.11
21.0
21.0^
21.6
22.0

22.0H
22.6
23.9
23.0

.76

.79

.80

.836666

.84

.841666

.86

.88

.882083

.90

.92

.95

Width Percentage

24.0
24.11
25.5
2S.syi
25.11
26.7 J4
27.2
28.3
30.1 1J4
33.4
37.6
40.0

.96

.996666
1.016666
1.028333
1.036666
1.065
1.086666
1.13
1.238333
1.333333
1.5

1.6

Example—^f lot is 100 feet deep, multiply value of

standard lot by percentage opposite width.

If more or less than 100 feet deep, n. ..iply result

obtained by Davies rule by percentage opposite width.

Divide value of lot 25 feet wide and more or less than

100 feet deep by Davies rule ratio and, if more or less

than 25 feet wide, by width percentage in addition, to

arrive at value of standard lot.

To ascertain percentage added to inside lot to obtain

value of corner lot, divide difference by value of inside

lot.

To find percentage of inside lot of comer lot, divide

value of inside lot by value of corner lot.

The percentage deducted from corner lot to fix value

of inside lot is the result of difference divided by value

of corner lot.

Value per square foot of standard lot, 25-100, can be

found by multiplying value by four and marking off

four figures, and value per front foot by same method

and marking off two figures.
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When the value per square foot of standard lot is
given, its full value is value per square foot divided
by four with four figures added.
To extract plottage, divide by one plus added per-

centage.

To analyze sale, if all standard lots, assuming a key
lot to be worth ten per cent and a corner sixty per cent
rnore than an inside lot, multiply the price less plottage
by I for an mside lot, i.i for a key lot, and 1.6 for a
corner, and divide each result by the sum of the units
When the lots are not of standard depth, the units will
be the figures given in Davies rule, plus the added per-
centage for key and corner lots, and, if more or less
than 25 feet wide, the product of same and the width
percentage.

Foreclosure Sales

Foreclosure sales are no criterion of values for the
following reasons:

First—Prospective bidders are well aware of the fact
that the auction is not really an open one to the highest
bona fide bidder, as the morfg,.orees and other lienors
will, m all probability, bid up to the amount of their
respective claims, which are only publicly advertised in
the case of liens pi .or to that under which the sale is
authorized, subsequent liens not being disclosed, whereas
other judicial sales are almost invariably absolute, posi-
tive, peremptory and without reserve or upset price,
thus encouraging buyers to bid against each other.

Second---In foreclosure sales the referee has to require
payment in cash, while in partition, executors' and
trustees' sales, it is very common to state in the adver-
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tisement that a large percentage can remain on bond

and mortgage at a low rate of interest, if desired, and

also to furnish title insurance policies free of cost.

Third—It is the general impression of the real estate

fraternity that it is much easier to deal with a mortgagee

after he has bid in the property, as time is allowed for

negotiations, and easy terms can probably be arranged.

General

Whenever land increases rapidly in value, although it

may seem somewhat anomalous, the rental value of the

buildings several years old decreases materially, on ac-

count of the necessary demolition of older buildings and

ti.t construction of adequate improvements with which

the first mentioned cannot successfully comvete.

It is generally recognized in real estate circles, and

could not well be otherwise, that when land and build-

ings are purchased and the latter torn down in order

to make way for a more adequate improvement, the

value, if any, of the structure so demolished is merged

in the cost of the land.

Plottage

Plottage is an added percentage to the aggregate value

of two or more contiguous lots held in one ownership

and attaches when vacant or covered by a single struc-

ture. Where there are separate buildings on the lots

and plottage is claimed, full value cannot be allowed

for the buildings. (73 App. Div., 152.)
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LEASE TABLES
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Assuming a lease of ten years producing a net income

of $i,ooo, the value of same, if rent is payable monthly,

will be, on a six per cent basis, $i,ooo x 7.360 (table),

$7,360 X 1.02721 (constant factor, tab'e below) or

$7,560.26.

Constant Factors for Converting Values and Amounts

of Yearly Leases into Those of Leases

for One Year, Payable Half-yearly,

Quarterly, and Monthly

Yearly
Rates

.01

.012s

.015

.017S

.02

.0225

.025

.0275

.03

.0325

.035

,0375

.0*

.045

.05

.06

.07

.08

.09

.10

Half-yearly
Factors

1.00249
1.00312
1.00374
1.00436

1.00497
1.00559
1.00621
1.00683

1.00744
1.00806
1.00867
1.00929

1.00990
1.01113
1.01235
1.01478

1.01720
1.01961
1.02201
1.02440

Suarterly
^actors

1.00377
1.00469
1.00S63
1.00650

1.00747
1.00841
1.00933
1.01025

1.01118
1.01211
1.01303
1.01395

1.01488
1.01672
1.01856
1.02223

1.02588
1.02952
1.03314
1.03676

Monthly
Factor!

1.00460
1.00572
1.00685
1.00799

1.00914
1.01027
1.01142
1.01254

1.01368
1.01482
1.01594
1.01707

1.01820
1.02046
1.02271
1.02721

1.03169
1.03616
1.04061
1.0450^
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BROKERS' AND AUCTIONEERS'
COMMISSIONS

THE following cable of commissions is that adopted
by the Real Estate Board of Brokers of New
York and published in its official Year Book.

Regulations as to Private Sales

The following commissions shall be chargeable on
private sales, except where a special contract has been
previously made:

Per
Cent.

1st. For selling real estate within the limits of

New York and Brooklyn I

Leaseholds 2

2d. For selling real estate in the suburbs of New
York, Brooklyn and country property 2^

3d. Western and Southern lands 5

4th. Selling leases and leaseholds in the suburbs of

New York 5

5th. Procuring loans, i per cent, or by agreement.

In the case of exchanges, a full commission shall be

paid on each side. No sales shall be made for a com-
mission of less than $25.

Should the title of property prove imperfect, whereby

a sale cannot be consummated, the claim for commis-

sions shall not be invalidated thereby.

Brokerage shall be deemed to be earned when the

price and terms are arranged between buyer and seller,
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the minds of both parties having fully met It shall be

due and payable when the contract is signed.

Regulations ai to Agents and Management of Property

The following commissions shall be charged for the

management and letting of property, except where a

special contract has previously been made:
*^

Per
Cent.

Renting for a term under three years on first year's

rental or fraction thereof • •
•

Renting for less than one year, by special agree-

LeTslng for a term of three years and upward, on

gross rental, except by special agreement

Leasing country property, first year 5

Each subsequent year, to same party 2/2

On renting and collecting, except by special agree-
^

ment

Appraisement Charges

For appraising real estate in the Boroughs of Man-

hattan, Bronx and Brooklyn, from $10 to ^4 of i per

cent upon valuation, or according to agreement.

Suburban property. % of i per cent, or accordmg

to agreement.

NEW YORK AUCTION FEES

The following regulations governing the fees for auc-

xioning real estate are those adopted by the Real Estate

Auctioneers' Association of the City of New York:
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Brokers' and Auctioneers' Commissions

Regular Salearoom Feet

Knockdowns on all real estate $ 5.00

Auctioneers not renting stands to pay double rate 10.00

Legal Sales Feet

Knockdowns on all sales of real estate by order of

the court $ 2.00

Salesroom fees on property offered at upset prices

shall be the same as if sold. In all cases where property

is offered at an upset price and not sold, or where the

property is bid in by the owner, or on his behalf, the

auctioneer shall so inform the manager immediately after

the sale.

Commisiions on Auction Sales

Commissions on sales of real estate .shall be as fol-

'ows, inc.: On New York and Brooklyn property, not

less than ^ of i per cent, to be paid by the seller in

addition to the expense of maps, advertising and sales-

room fees ; and no member of the association shall be

allowed to divide this commission with any person except

a real estate broker bringing a sale direct.

On country property and leasehold property, wherever

situated, the commission shall be not less than i per cent,

to be paid by the seller in addition to the expense of

maps, advertising, and salesroom fees.

The purchaser shall also pay the auctioneer's fee of

$20 on each numbered lot, except on sales of property

producing less than $1,000, when the fee shall not be

less than $10 on each lot.

All legal sales shall be at the legal rate, vis.: $15

auction fee and $2 salesroom fee, to be paid by the

purchaser.
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Practical Real Estate Methods

The auctioneer shall be entitled to his commission on

any real estate advertised by him and sold by the owner

previous to the day of sale, the same as if sold at

auction.

Brooklyn Auct'.on Feet

The following regulations governing exchange and

auction are those adopted by the Brooklyn Real Estate

Exchange

:

El. change Feet

Knockdown en real estate to auctioneers renting

stands ^

Knockdown on real estate to auctioneers rot

renting standi •

Knockdown on all sales of real estate by order of

. ^ 2.00
the court • •

*

Auctioneers' stands, terms per annum, from May

1, payable in advance quarterly loo.oo

Commisiion on Auction Sales to Be Paid by Bayer and Seller

The commission on auction sales of real estate shall

be as follows, vis.: On New York and Brooklyn prop-

erty, y2 of I per cent, and on country property, i per

cent, to be paid by the seller, in addition to the expense

of maps, advertising and salesroom fees. The pur-

chaser shall also pay the auctioneer's fee of not less

than fifteen dollars, except on sales of property pro-

ducing less than $i,ooo, when the fee shall not be less

than ten dollars on each lot. All legal sales shall be

at the legal rates, vis.: fifteen dollars auction fee and

two doUars salesroom fees, to be paid by the purchaser,
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Condemnation 342
Conjunctive Value 343
Cost 33y
Expert Testimony 342
Extent of iM
History of 334-33"
How Owned 334-339
Importance of 331

Improvements 339
Leases af 342
Limitation on Improvement. . 342
Management 344
Maps 345
Municipalization 341
"New Plan" 341
"Old Plan" 341
Sales of 342
Special Uses 344
Taxation 345
Tidal Differences 339
Units of V^alue 343
Valuing 160

Wilcox, Ransom E 50-62

Wives as Factors in Transfers 8
(See also Estates from
Marriage. )

Woodwork (See Building.)

Written Offers, Danger of Ma-
king

397




