



DISCUSSION PAPER FOR OUTLINE ON NATIONAL COMMUNITY DEVELOPMENT BANK





1.	 NEED FOR THE BANK PROBLEMS WITH THE CURRENT PROGRAM

Six new communities have been approved under the current

Title VII program for a total commitment of $124 million.

There are 56 applications and pre-application proposals pending

for about $1.5 billion. A "running start" for the new communities

program in the United States has been made. However, there

remain several obstacles which need to be overcome inorder to

make new communities a more effective instrument of national

growth policy. Among these are the following:

--	 There are difficulties in assuring that a job base will be

attractedth the new community particularly in non-metropo-

litan areas.

--	 The increasing number of new communities receiving Federal

guarantees in time will impose a heavy prospective burden

on Federal credit resources.

--	 Many private developers are unwilling to make necessary

investments in new communities because of political uncer-

tainties.





2.	 OPERATION OF THE PROPOSED BANK

The	 proposed bank would have the following characteristics:

a.	 Organization

It would be privately financed and managed, but work in

tandem with the Federal Title VII program. It would consist
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of a central bank and district banks.





b.	 Source of Financing

The banks would be funded by equity contributions

of all commercial banks and other private financial,

industrial, and commercial institutions; and by its own

15 year debentures which are to be sold publicly.





c.	 Criteria for Making Loans

Incrder for the bank to assist a project, it would have

to be determined eligible for assistance under Title VII

and meet the social goals of that program. In addition,

the bank would have to determine that the project constitutes

an acceptable risk from both a "business" standpoint and

that "political" risk had been neutralized by Community

Development Corporation mechanisms. HUD would continue to

guarantee financing of public and private developers which

did not meet these criteria.





d.	 Relationship to Federal Guarantee and Monitoring

If the project meets relevant Title VII and Bank criteria,

the Bank would make the developer a direct loan for land

acquisition and development and, if necessary, construction.

It would rely on HUD evaluation and monitoring to insure

that the statutory purposes were being carried out. If the

project had been initially guaranteed by HUD until the
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zoning and land assembly had been completed, then the MUD

guarantee would terminate, permitting a "roll over" in

the available Federal guarantee authorization.





e.	 Relationship to Industry

The bank through its relationship with private industry,

would assist in attracting commercial and industrial

activities to the new community; its incentive would, in this

regard, be the protection of its own investment.





f.	 Relationship to Title VII and Other Financing

Regardless of whether there is a Federal guarantee or a

private loan, the developer would have a firm commitment to

the Federal Government for adhering to the statutory require-

ments of the program. The developer would also have the option

to seek long term financing from private sources other than

the bank subject to approval by the CDC.

3.	 EXPANDED ROLE FOR THE STATES

A key part of the strategy of using the programrrore affirma-

tively to implement national urban growth policy, is an

active role by the states. Up to this point, only one state

has played an active part in the program. Measures must be

taken to increase their involvement in the program as the

only viable alternative to a strong central organization in

Washington implementing national urban growth strategy directly.






a.	 Approval of an Entire State Program

A key part of the effort to increase the interest of states

in working with the new communities program is to reduce

processing requirements on a project-by-project basis and,

instead approve and provide a guarantee and interest

differential grant for a state revolving fund. The fund

would be used to purchase new community sites in advance

of need for new communities throughout the state in rural

and urban areas, including new towns in town, undertake

necessary planning and obtain local approvals, then

either develop the property or sell it to a private developer

to execute the plan.





b.	 Relationship to the Bank

The bank would provide financing to the private developer

to purchase the property from the state provided it met

the criteria laid out above. If it didn't meet the bank's

criteria, Hun would consider a guarantee for the long

term financing.





c.	 Assistance for Administrative Costs

To further encourage the states, administrative costs of

state programs for the first two years will be provided

by Hun, with later costs to be met from the proceeds of

the sale of land which has appreciated due to assembly and

obtaining zoning approval.
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All together, this will be a four-way parternship

to carry out national urban growth policy: the Federal

government, the financial community, the States and private

and]ocal public developers.


