Otto Stolz, Administrator Rovember 12, 1974

Wew Communities Administration, XK

John K. Freemen, ornc& of Policy Development, KP

Background Paper on Hew Comrunitles
Paat, Present, and Future

I have prepared some information which (1) inventories the
accosplishments and status of the present Title VII program,

{2; provides some discussion on recent program directionm,

3) identifiea major developments currently influencing
national growth trends, and (k) describes some possible
categories of New Communities which we might wish to develop
in the future, Tabs A and B attached to the paper attempt
to provide some history on how program policies evolved and
a brief identification of some of the wmore interesting recent o
inguiries which have been recelved. Before proceeding further, -
I vanted to get your reaction to this information and to see whether
you wished to try to shape these ideas Into a paper for the Becretary,

John K. Freeman
Assistant Administrator
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AUDUBON AND RANSOM OAKS, Amherst, N. Y.

Audubon (formerly Amherst, and sponsored by the U.D.C.) and Ransom
Oeks (privately spcnsored), were caught up in the same New York
Project dilema as Battery Park Clty and the several other inguiries
we had at that time. A1l were "put off" in any way we could without
telling them no outright. THe Benario with Lhese two differs from -

Say.Battery Park Cibys=in that the sponsors continued to seek Title

VII =ssistance; in the case of Auduoon even to the present,

I——————

e
The file contzins the history of these projects, but basically, we

tried to discourage them by forcing & joint development (both are new
towns-in-town in thé Town of AFHEFEL) . TNext we delayed further response
to their continuing questions. Then we 'dangled promises of an invite-
tion %o submlt two separate full spplications. The letters were prepared
and then "lost" for six months or so and then they finally surfaced again
tﬁE'“I'—Fte hed changed and no InVItEEIons Were teing” issuu&*“““ oeaTygen

Both proaects are under construction. Ransom Ozks is turning into a
primarily residential development, however, Audubon with the new university
campus, may be an impressive development. In any case, there is a place
called Audubon and a place called Ransom Ozks for anyone who wants to go

to Amherst to see.

BATTERY PARK CITY, N. Y.

Battery Park City inquired about Title VII assistance in April of 1971.
The project, on lower Marhattan, called for 55,000 people on 118 ecres
to be developed over a ten-year period., The project was to be developed
by the Battery Park City Authority.

At that time we had too meny projects in New York State. We said too
many becauvse politically it seemed impossible to support more than one
or two in New York and yet as & group, these projects were superior to
other inguiries we were receiving.

We had some guestions regarding market feasibility, but our real problems
was the one 'described above, which we communicated to the developer. As
the Battery Park City Authorlty was able to arrange for its own f%EEEc1ng,
tle Vi, and went its own way. We read in

Iast Saturday's Washington Post that it is doing very well.

COLUMBIA, Meryland; RESTON, Virginia; MISSION VIEJO, Calif.; PEACHTREE CITY, Ga.

These projects made very serious efforts to receive Title VII assistance.
Colunbia and Reston particulerly, sponsored lengthy legal opinions which
pointed out that on-going projects were eligible for assistance.




These projects came in, however, during & time when there seemed to
be & great deal of pressure on the program, and it was decided as CIC
Board policy, I believe, that ONCD would stick with new projects:

that we would not refinance on-going development. As a result of this
we simply turned down these projegts.

Mission Viejo, in parfticular, made one of the finest presentations and
demonstrations of management capability that I recall seeing in the entire
period I handled inquiries. Peachtree City, while less high powered thaxn
any of the others, demonstrzted evidence of very substantial and ongoing
investment, with industry and services like health care on site in addition
to housing. Peachtree City hung on for some time and then during June of
1972 made a special reguest for & certification of eligibility and shorter
terms for HUD-Developer Project Agreements, to be renewable say after three
years if the parties agreed. We turned down this suggestion, and thereby
the project.

FRANKLINTOWN, Philadelphia, Pa.

Franklintown was & very interesting proposal to house 15,000 new people
on 50 acres in downtown Philadelphia. The project was particularly
focused on the bicentennial and appeared to have strong backing.

It was gt this same time that we had several proposels for projects of

100 acres or less. Frankly, the staff became facinated with how creaiive
end complete these plans were. Another example was Mon Plaza in Fitisburg,
& project which fell through when & major finenciel/market-related element
collepsed. However, because these projects were literally so unbelievably
interesting, the issue of size was taken to the CDC Board. The Board
decided to set threshold standards for Title VII projects: 15,000 naw
people, and 100 acres. The 15,000 new residents has the rationale of
density necessary to create demand, activity... The acres standerd, how-
ever, is less convincing, In any case, all these projects were discouraged
from proceeding further with Title VII and Franklintown, is presently under
construction in Pnilsdelphie.

ORANGEWOOD, Florida

Orangewood was invited to submit a full applicetion, but Florida Land
Company, & subsidiary of Florida Gas, was having some environmental
problems, and couldn't wait on our long approvel process. The project

is being built, slthough I have no current statistics on it. ILooking

into our records which described innovations for this project as natural
gas-powered vehicles, total energy systems and modulasr homes, it is tempt-
ing to imagine having this project today instead of some of the others we

do have,
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STANSBURY PARK, Utah

This was almost a Title VII project. It was outside Salt Lake City and
invited during the Romney administration. The developer was working on
the application but it just seemed never to get together. The ongoing
demands of the part of the project under construction, combined with the
somewhat unsgphisticated character of the management kept the project
moving along very slowly. Ultimately, 1t was sold out to a Florida Land
Company end withdrew from Title VII.

PAGOSA, Colorado

Pagosa is a community in Colorazdo developed by Eaton Internatiocnel Cor-
poration. We never took Pagosa seriously because it was not near any

major highway intersection or growth area and appeared to be primarily

& recreational development, even though the developer expressed strong
interest in developing industry and social services and indeed had made
beadway in both areas. Actunally, we have had three or four fairly real
Colorado inguiries which seemed to be in the middle of nowhere and yet

if you were going to try a free-standing new community--to attract indus-

- tries from the East and West Coasts to settle themselves and their employees
in Colorado-~these places had the country and the magic to take a shot at it
in a way that Henderson, North Carolina never will.

WEST DAYTONA BEACH, Florida

West Daytona Beach was exciting because it controlled six miles on both
sides of I-95 and some 32,000 acres in a growing area. While the original
proposal called for 55,200 people on 6,000 acres, this was one of the few
proposals which had & poltential for almost infinite growth--zs big as the
market. We literally let this one sit on the shelf and when I called the
develnper/contact & year or more later he said something like oh, we never
heard from you so we are going shead with a smeller-type development.

There is & lesson to be learned here, I believe. While the high-powered
developers, establishment people, know how to use influence, we have had a
number of perfectly reasonable projects--mostly from the West and South--
where the principles were much more straightforward. We glways assumed the
savy developer would know how to come back and prod and prod us. These
people felt, however, that they presented us with their best, and we weren't
interested, and that was that.

WODDALE, Louisiana

Woodale came to us in April of 1972 as & pre-application proposal to build
a FS/GC new town for 26,400 people on 6,978 acres, 10 miles East of Morgan
City, Louisiana (ponulatinn 18,000). A dlstinctive characteristic of the
area is the industrial base related to the oil industry, and the lack of
bhousing for workers. The developers felt they could overcome the high
costs of development in the area and service the existing need for housing

with a new town. 8
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HUD turned down the project (Note: from my personal experience this was
one of the most difficult to turn down; it was not clearly ineligible or
ungualified--just small--and we hemmed and hawed considerably before taking
final action.) but the developers who were committed from the beginning
proceeded with development. In May of 1973 they got a $5.6 million, 3-year
loan at 4 and 3/4 over prime. Phese I, consisting of 580 acres, is well
into development. It is now protected from the 100-year flood level, pay-
ing is under way and infrastructure is approximately 20% complete. A~
golf course is zbout 10% complete. The 300 single-family lots should be
ready for building in 9 months. ,

Unfortunately, the $5.6 million loan will probably not carry the development
as far as expected. Between tight money, high interest rates, and escelating
material costs, the developer will need to borrow more money before the 3-
year loan period expires; if he can. When asked if Woodele would still be
interested in Title VII, the answer was "'most definitely,"” "we could certainly

use some help."




Ly Accomplishments of New Comrtunities Prozrem To Date

A. Projects in Tmplementation
I
-~ 15 commitments offering financial guarantees
bave been issued

i

. 12 were accepted and debentures totalling
$252 million are outstanding |

. 1 offer of commitment was rejected (Beckett-
sponsored by W, R. Grace, in K. J. near
Philadelphia), 1 offer is nearing closing
(Harbison--$13 million project near Columbia,
S.C.) and 1 project is pending further review
after a long delay due to an environmental
suit (San Antonio Ranch--a satellite new tcwn
outside of San Antonio, Texas)

== 2 certifications of eligibility have been issued to
two projects sponsored by the N.Y. Urban Development
Corporation (Radisson--a satellite new town outside
of Syracuse and Roosevelt Island--a new town located
on & 125 acre island in the East River of N.Y.C.)

-- of the 14 approved Federal projects

- 11 are =atellite new towns renging from
3,000 to 17,000 acres

2 are NTIT'S-—CEdar Riverside located in an urban
rerewal area in Minneapolis and Roosevelt Island
A NOY O

1l is a free standing new town--Soul City which is
about 50 miles northeast of the Raleigh/Durham, N.C.
area

-- when completed the 14 approved Title VII projects will
house over 1 million p=sople in 300,000 dwelling units
and provide over 250,000 permanent jobs

as of mid-197h4, total populstion added in conjunction

with the Title VII program consisted of just 10,000
people in approximately 3,000 dwelling units; excluding
developers' staffs and construction workers, approximately
2,000 jobs had been created
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as of late 1974 four of the projects were con-
sidered to be in serious financial difficulty
the possibility of financial default exists at
Jonathan, Cedar-Riverside, Gananda, and St.
Charles .

two other projects--Riverton and Park Forest
South are in eritical positions but appear to
be capable of being Eustalnﬂd . over the next
two years \

-

two projects will need edditional financial
guarantees with"6-12 months to continue--
Maumelle and Flower Mound

. two other new towns are requestipg NCA actions
to facilitate their development~-Woodlands and
Soul City

B, Application Pipeline

four full applications are in-process but none
are undergoing active in-house review at this time

Pontchartrain--a large vacant area adjacent to
New Orleans is being reworked to satisfy previous

NCA -objections particularly related to adequate
flood control; the developer would be an agency
of the City of New Orleans

West Valley--z2 satellite new town west of Chicago

has been denied adeguate local government approvals;

NCA staff work has been suspzanded

Tree Farm-~a satellite new town outside of
Pennsecola, Florida, has an unacceptable owner-
ship; NCA review has been suspended

Oak Openings--outside of Toledo,JOHic, has received
NCA's technical assistance to determine if a viable
development plan can be identified

Two complete pre-applications contihue to be carried

. Spartansburg, S. C. is a small NTIT. but hes
not been actively pushed

. Audubon, N.Y.--sponsored by the N.Y. U.D.C. near
Buffalo; development isproceeding; only a
certification of eligibility is being requested

13851




C. Projects withdrawn and/or rejected

in 1971 just after the passage of the Title VII
legislation 150 inguiries were received and 29
serious pre-applications were submitted of which
approximately one-half were invited to submit
full applications

in 1972 the handling of inquiries was decentralized
to the Regional Offices and only 10 pre-applications
were submitted :

in the course of 1971 through early 1973 there was
insufficient staff to adequately review all of the
pre-applications end applications which were being
received; many projects went months with no staff
attention; many projects became dormant as problems
developed which impeded progress toward developing
an acceptable Title VII proposal

in late 1973 and early 1974 the General Manager
decided to purge the applications pipeline of all
projects which were inactive, did not clearly appear
to meet all Title VII criteria, or were econonically
infeasiblej the consequence of this action was to

eliminate the following projects —
<
» 3 y#+h applications in-house (2 rejected “3
by NCA and 1 withdrawn by applicant) L
<
« 9 ¥t applications in preparation (7 X

rejected by NCA and 2 withdrawn by applicant)

Ky}
. 32 witir pre-applications submitied (28 rejected x
by NCA and b4 withdrawn by applicant) g‘
(‘0

of the projects withdrawn or regected, wvery Tew iw-eqy have
been successfully developed in a "new community" framework &
(A paetial hist and descriphior of The projects whid hove S
several projects which approached Title VII, such
as Columbia, Reston, and Peachtree City, were rejected

nce develonment was already underway Arnd NCA wBS fe/udﬁrvf'
{1—-0 Relin firece oiv- gtimg develegment
other projects which have proceeded in & substantial
fashion such as Mission Viejo in California were
rejected for failure to offer sufficient "balanee%, .. . .
for failure to meet “threshold" size (100 acresqfor an i
NTIT or =.,000acres for & satellite new community) or
inability to meet "all” Title VII statutory criteria,




D. Recent Program Direction

-- the desire to close on the projects which had outstanding
commitrents,and to complete processing of those projects
wiih fully developed application% absorbed virtually
all available staff resources during late 1973 and early
1974; it was also becoming apparent that the several
projects previously approved were beginning to experience
significant difficulties due to

the absence of ade?uate financial controls and
monitoring

the failure to require sufficient cash equity
investment

. the inexperience of many developers with large-
scale real estate development

. excessive red taps and reporting requirements

HEFohsat—eonieinad in the project agreements
a failure to develop strong marketing programs

delays due to environmental suits and problems
of local approvals, and
oo snan b{,&_/
. & dramatic/\downturn in 4+Be housing starts associated
with historically high interest rates
-- while inquiry interest %@aégzitﬁgggiééeeﬁt there have been
only three pre-applications submitted to NEA in the 10
months of 197h4

Santa Fe, N. Mex.--an NTIT project proposed on a large

vacant parcel adjacent to city; it was returned to

e . sponsor, city of Santa Fe, with comments indicating

7 it was incomplete due to absesnce of (sufficient job
base ‘L{d, Lia

Sacramento, Calif.--a NTIT which primarily consisted of &
large park and industrial redevelopznent effort was submitted

as a very preliminary draft

o
* - Audubon, N.Y,--a N.Y.U.D.C. project was:Eubmitted based
o upon plaq;’changes and due to the belief by the UDC that
_ : there was some possible value associated with obtaining
i a NCDC certification of eligibility
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~- a major re-direction of the current program
emphasis has been held in abeyance, awaiting
the results of present evaluation activities
and the opportunity to receive legislative
ettention (until the 1974 Housing and Community T
Devélopment Bill wes passed, Congressional Committeéds
vere unwilling to consider significant modifications
to the New Community legislation)

1 R Recent Developments and Trends Influencing the New Community
Development Process

-~ the recently completed first iteration of the Delphi survey
of "expert” opinion has yielded a strong consensus among
real estate developers, government policy officials, and
community development trend experts regarding impediments
to the success of new communities in the United States

. the long-term nature and risk inherent in
building new communities make such projects
unattractive to most developers and investors

. "front-end" and holding costs are too high
in comparison with alternative land development
opportunities

« the Title VII program itself imposes statutory
and administrative requirements that are overly
burdensome or require too many delays

-~ an analysis of population statistics for the period
1970 to 1973 has indicated a shift in National growth
trends away from the patterns which characterized the
1950's and 1940°'s

metropolitan (urban and suburban) counties have grown
by 2.2 percent while non-metropolitan {rural) counties
have grown by 4.1 percent; examples of this movement
are espscially evident in"Southast (Carolina, Piedmont;
southern Appalachiin areas of Tennessee, Alabama, and
Mississippi and streches along the Atlantic and Gulf
coasts),

. the driving force of the population shift has been
" the dispersal of }&<Jjobs into the more rural areas;
from 1970-1973 manufacturing employment has increased
by 2.4 percent per year in non-metropolitan areas while
it has declined by 1.5 parcent per year in metropolitan.
counties
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. & poll conducted for the U. 8§, Cormrission
on Population in 1971 found that 64 percent
of Americans preferrad to live in a rural aresa,
a small city, or a town

a major land use study performed by the Real Estate
Research Corporation sponsored by CEQ, HUD, and EPA
provided a considerable amount of emgFical data
regarding the costs of alternative forms of community
development; "The Costs of Sprawl" offered the following
findings:

« traditional single-femily tract developmesnts are extremely
costly in terms of investment in residential structures
and investment in public facilities (€ewer, transportation
and other utilities) i

« low density, unplanned developments also result in
significantly higher energy consumption, and represent
inefficient land use, and contributeto increased air
pollution due to heavier use of automobiles

L T Al e
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III. ' Types of New Community Development Which Have Not Been Supported
by the Present Title VII Program (See Tab B for examples)

A.

Urban Renewal Projects. In the past these projects tended to

be more genuine NTIT proposals in that they contained, or could

be planned to contein a full range of services and housing types.
Their principle flaw was the cost of land and often relocation.
Recent NTIT proposals have been characterized as "visiting firemen
from urban renewal agencies" looking to be rescued through the

new town vehicle, While generally interesting and well inteptioned,
with a high guotient of local support, they are not only not
financially feasible, but they are not new towns in any broad sense--
tending to involve only housing and perhaps a university or hospital.
Recent examples of this type are Jamaica, New York, Charlotte, North

Carolina.

Land Reclaimation New Towns. These proposals could create usable

land where none existes. An example is Cleveland, Ohio, where an

FAA study is now underway to see if it would be economically feasible
to reclaim land offshore in Lske Erie to build & new jetport. It is
proposed to put the airport at the far edge of this land "shelf” with
the area in between comprised of industrial land (nearest airport) and
then residential, going to high density near the existing city core.
Liberty Harbor, New Jersey, a less recent pre-application, is another
land reclaimation proposal. The City of New Jersey proposes to reclaim
the Jersey waterfront for a NTIT development.

Overgrown P.U.D.s. These are smaller projects which in the past were
elways referred to Title X. Now, however, with apparent resistance by
HUD Area Office to spprove Title X projects, combined with an apparent
phasing out of the program, these projects are putting more pressure

on us for support. An example of an overgrown P.U.D, would be Sun City
Center in Tempa, Florida, which is primarily residential P.U,D, which
the developer is prepared to modify to qualify for Title VII.

Energy New Towns. These are proposals to build new towns to house &

work force congregated to build a major new energy industry. They

are normally free standing, single industry, and, of course, come with

a built-in labor force--albeit one which is not normally planned to

exist after the completion of the project. They also freguently have
other unusual characteristics like being on Indian or Federal land.

One recent proposal, Rock Springs, Wyoming, is more interesting and

less typical than some of the others. It would combine two industries--
a coal mine and & nuclear plant, along with a soda mining operation--

to create a more enduring and broad-based town. Recently a consortium of
Panhandle Eastern Pipeline, Pacific Power and Light, Kerr McGee, Atlantic
Richfield, and Peabody Coal proposed a new community in Wyoming built
around a coal mining and gasification project. We have also had proposals
which would develop geothermal energy as their base.
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E. Rural Growth Center--Rezional Growth Center. The concept for the rural
growth center is that a small town suddenly has some reason to grow--
a proposed highway, new industry, etc. The ides is to capture end
incorporate the new growth producing a larger but complete and balanced
new community. The reason we have added Regional Growth Center to the
title in this category, is that these towns are normally--though not
necessarily--so small, that they cannot really afford or provide the
diversity we require. Viewed, however, in the context of development
in an entire region, the proposed new town may be an essential component
of totally balanced growth.in the region. Such is the case with Elkmont
Rural Village in Alabama2. Viewed alone, this is an unreasonably small
and undiversified project. Viewed, however, in the context of the eight
other villages that would follow should Elkmont prove successful, and
further in the context of the area/region which will continue to pro-
vide the majority of jobs and commercial opportunities in an area which
hopes to retain its rural character, this could become a Title VII

project.

F. BSurplus Lapd. The idea here is to build a new town on land being
declared surplus by another agency of governmsnt. Most commonly
these are military installations no longer needed. They come equipped
with basic infrastructure and buildings. Surplus land projects can be
developed under Title VII either by a project or private developer,
or under our own authority to do demonstration projects.

Recently several meetings have taken place between NCA and representatives
of the Defense Department. DOD has become particularly concious of its
role in housing and community development when it (1) declares a base
surplus, (2) determines to build a new base; (3) decides to expand

an existing facility. In all cases they affect the surrounding community
and they were interested in working with us. Of particular interest

to use could be an opportunity to work creatively with DOD where they

are putting in new installations.

An example here, would bz the Trident base in the State of Washington.

Our posture to date, however, is not bo get involved st this planning
stage, but to wait until DOD has som=thing concrete to offer us--for
example & pre-application. While this can be Jjustified by considering

the lengthy and complicated process of declaring land surplus, and 2lso

by our heavy workload with existing projects here, we are at the same

time opting out of an 1ntnrest1ngexerc1qes in 1ntergovernmental cooperatlon,
as well as the possibility of having & particularly strong influence on
projects from the beginning.

G. Others. There are other kinds and combinations of new town proposals--
visionary new towns, creative mobile home communities, agribusinesses
are a few examples of types of inquiries we have had--however, they by
and large have either fallen out or been discouraged due to their great

i deviation from the norm and a certain lack of concreteneas in the areas

{ of developer capacity and financial feasibility.




Draft:Janmison/Hillard/11/2/7h4 TAB B

EXAMPLES FROM RECENT INQUIRY CONFERENCES

TYPE RAME
A. Urban Sacramento, Calif.
_Renewal Alburuerque, N.M.

Charlotte, N.C.
Flint, Mich.
Jamacia, Queens
Peoria, I11.

B. Land
Reclaimation Cleveland, Ohio

C. Overgrown Cameron Park, Calif.
PUD's Sun Cily Center, Fla.
Central Pennsylvania
Suburban Chicage, Il1l.

|

COMMENTS _
; t
A common problem with the NTIT
proposals stems from the Federal
cut-off in UR funds. All have
common & desire to arrest urban
decay and foster economic vitality
to the center city. But given
the cost of land assembly, the
dislocation/relocation problems,
the Title VII "balance" criteris,
the role of the Federal Government
is questionable.

Offers both the possibility of finding
new land resources and helping ta clear
up Lake Erie. Problem in finding a
funding source to do the initial
feasibility studies which will
doubtless indicate a2 land costtoo
¥ prohibitive for housing develop-
ment. There is also & question of
marketability of land in such a
project.

The common denominator here is the
lack of any job component. All have
shopping, schools, ete., to support
residential (of mixed types). All
were proposed to us becauss financing
has gotten tight and sponsors are
willing to "torque" to fit our
criteria. Several of the examples
have strong sponsorship. All have

a potential for kind of "mini-towns"
of the satellite variety.




.Dl

E.

Energy
New Towns

Rural
Growth
Centers
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NAME

Flint, Mich.

Grantham, N.H.

Rock Springs, Wyo.
Powder River Basin, Wyo.
Costal Plains Deepwater
Refinery (N&S. Carol &
George)

Cumberland County, N.J.
Elkmont Proj., Tenn/Ala.

COMMENTS

The common denominator is the presence
of jobs. In most cases the primary
employment is energy-related and in
that sense is vulnerable to technologzy
A couple of these examples are
research-related demonstrations,

but the two Wyoming examples offer
strong possibilities uf joint
ventures with large, capable,
financielly strong, sponsor Rock
Springs offers both Stauffer

Chemical apd Union Pacific, while

The Powder River Basin proposals

brings five large energy companies

into a development group. These

offer some excitement from public/
private development related to finding
better energy resources. There are
difficult questions to be resolved
related to playing "catch up football"
with employment growing in geomelric
proportions and keeping some kind

of "balance" in the overall develop- |

ment.

These are proposals which represent
& reasonable attempt to link a number
of agri-businesses and other light
industrial together in a setting that
meintains its largely rural character.
They could be classified as elther
growth centers or free-standing
NT's, but do not fall neatly into
the definitions we are femilar with
in the program and therefore pose

a policy guestion. The concept

is straight out of Frenk Lloyd
Wright's "Mini Farm" idea: The
excitement here is that in the
Elkmont case, it may be more
economically "do-able" &nd moreover
seems an ideas whose time has come
with a spate of articles in recent
times suggesting that the rural
setting is becoming more and more

of an attractive alternative to
urban life. ’
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YTE NAME COMMENTS
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E. Rural Growth Cumberland County, N.J. (continued)
Centers Elkmont Proj., Tenn/Ala. The Elkmont Project offers the
' opportunity to capitalize on
this trend; to support a public/
private development effort, and
a project whose economic bage is
the successful TVA project.

F. .Surplus Land Lorado, Texas ' The common denominator is that of
available land, government-owned
and not longer needed that could
be developed by a public/private
partnership., The example here
is that of a small 2,000 acre
parcel that the Texas Indian
Commission is studying. It appears
to have the interest of two good
industrial firms and some good
Planning but was discouraged because
of its size was felt too small for
our present program.
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