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HOTE TO GRANT MITCHELL
SUBJECT: Title VII Assistance to Existing Few Communities

You asked for my comuents on the above matter. I am assuning thet you
are thinking of new commmities such as Reston or Columbia wvhich were
established and financed without Federal new commumnity assistance, are
substantially under way and are now considering applying for some form
of Title VII assistance.

As you know, the legislative history of Title IV, (a discussion of
vhich is attached) indicates a prohibition against using guarsntee
esgistance to "bail out” a developer sho has run into financial
difficulties or to refinance an existing nev commmity. However, a
devaloper uho viahes 'bo build a sigxiﬂcant addition to & new Ocﬂéﬂgmty
: mply By virtue of owning some aedjecent developed
; 'ac - This history appears applicable to Title VII
m particularly in view of statements such es appear
on page 30 of the Benate Rerort that Title VII "would incorrorate the
new community guaranty program authorized in Title IV of the Housing
snd Urban Develomment Act of 1968."

The Title VII legislative history elso deals independently with this
question of assistance to existing nev commmities. The Senate Report
states that:

The Committee finds that, at present, substantial barriers
exist which have prevented significant new commmity develop-
ment on a pational scale. These include difficulties 4in
financing enterprises such as those which fnvolve & large
initisl investment followed by a delsyed and irregulsr pattern
of cash return; difficulties in eesembling suitable sites of
sufficient size at a reasonable cost; and difficulties in
coordinating site and related immrovements among all involved
public and private organizations. Federal aid would be
provided under this Part in order to help overcome these
impediments and to encourage the participation in new
commmity develoment by public end private entities which
roscess the requisite knowledge, financial resources, and
other capabilities necessary to assure the successful
completion of developments which will promote the public
benefit.
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In viey of this history, it scems that no Title VIX guarantes or loan
assistance ghould be provided to:

1. bail out an existing nev commumity which 1s in denger of
I L new commumity which 1s in danger o

3 A L
end most or all of the site and already has permanent

finsncing.

On the other bhand, if a developer wanted {0 acquire, plan and develop &
well balanced major addition to & new commmity end was truly faced with
the impediments discussed in the Senate Report, then such assistance
wuld seen within legisliative intent.

A caese can be mede, however, that a somevhat looser standard applies to
Title VII supplementary end public service grent assistance (though the
lstter is only aveilsble during the initial steges of development and
would not be obtainsble by a new comunity which is some years under-
way). Unlike Title IV, Title VII grant sssistance may be given to aid
: commumnity development pro regardless of whether direct

a forms of assictance are independent of eschi other.  Thus, the

expressed in the Title IV legilslative history sbout refinancing

mmmmammtdimm@pwhwmmﬂamgrmt
aasiameegmmlmlgubnc'bodiqg. Further, shiile the first tw
barriers to successful pew conmmities mentioned in the Senate Report
sbove would generally not exist in an existing new commmity, such pew
commmity might be subject to difficulties in coordinating site
improvements among publie bodies. If en existing new comsunity were
hoving difficulties in coordinating public improvements and facilities
to its growth, if the new community development program and developer
met the vequirements of the statute end reguletions and if the grant
assistance sould benefit the new commmity and carry out ithe piblic
purposes of Title VII, then the local public bodies affected by an
existing nav commmnity could be legally eligible for grant assistance
even when the privste developer was not eligible for loan or gusrantee
asgistance.

Legal eligibility aside, I don't believe that such existing new
commmities were the kind of new commmities generally contemplated by
mummnmmmnumwmmm
1s felt desirsble, it should be administered with & view to presenting.
the best candidates for such assistance and with awereness of yossible
cxiticien,

Is I
¥Willi=m Rutzick
Attorney-Advisor
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