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WASHINGTON — Within
the Department of Housing
and Urban Development a
detailed re-evaluation of the
“new towns" program is in
progress. This is the program
under which the Government
has guaranteed $280 mil'lion
in loans since 1970 to help
build large new residential
and commercial clusters
throughout the nation.

Already the 8§21 milhion
joan guarantee for one
prcject — Gananda, outside
Rochester—has been written
off as a total loss. And the
total liquidation of one or
two more of the 13 projects
throughout the country has
not been ruled out.

For 11 of the projects,
H.U.D. has been picking up
the interest payments on the
bonds since July 1. A few
of these projects could meet
the costs themselves, but the
object is not to drain them
of cash. In six cases, how-
ever, cash resources are ex-
hausted and the projects can-
not pay.
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New developers are emerg-
ing for some of ihe projects.
In at least one case—Flower
Mound in Texas—there is a
possibility that the Govern-
ment will form a joint ven-
ture with a private developer.

These and other facets of
the state of the new-towns
program were reported by
H.U.D.'s administrator for
new communities, James A.
Dausch, in an interview. He
said that the Community
Development Corporation—
whose board is headed by
Carla A. Hills, the Secretary
of Housing and Urban Devel-
opment, and includes devel-
opment experts drawn from
the private sector—"will not
ditch good projects.”

“The new-communities idea
is well conceived, but we
haven't yet figured out a way
in this country to apportion
~osts between the public and
private sectors, though it's
possible,”” Mr. Dausch said.
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The French, he noted. “lost a
bundie¢” in learning the art.

The basic idea of Title VII
of the Housing and Urban
Development Act of 1970 is
that the Federal Government
would guarantee debentures
up to a maximum of $30
million per project to help
long-tenn “‘new towns' get
started. These were usually
conceived as new population
centers with a mixwure of
residential, commercial, of-
fice and manufacturing uses.

Often the time for full
development was planned as
20 or 30 years or more, With
populations varying from 23,-
000 to 150,000, In some cases
construction has begun and
people are living in the pro-
spective towns.
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So lengthy and costiy is
the planning and develop-
ment process that, even with
the Federal backing that as-
sures early financing, great
staying power by the devel-
opment organization is es-
sential. Numerous manage-
ment, legal, fiscal, environ-
mental and market problems
have ensnared the projects,
not excluding the economic
downturn of the early 1970's.

At Cedar-Riverside in Min-
neapolis, progress has been

held up since 1973 by an
environmenta! suit on the
ground that the original envi-
ronmental impact statement
was inadequate. While the
litigation grinds on, H.U.D,
is paying out $1.7 million a
year in interest.

At Riverton, southwest of
Rochester, a potential new
owner, the Arien Reaity and
Development Corporation, is
negotiating to assume the
developer's role, Howard
Samuels, former head of the
state’s Offtrack Betting Cor-
poration, is Riverton's cur-
rent manager.

At St, Charles, Md., south-
east of Washington, D.C., the
developer brought in new in-
vestment money and is ne-
gotiating for additional loan
guarantees.

It was at a meeting in June
that the Community Develop-
ment Corporation’s board
adopted the strategy of re-
siudying all the projects to
determine which ones, given
adequate budgets and good
management, still have a
potential for long-term suc-
cess, Mr. Dausch said. For
these, interest payments
have been temporarily de-
ferred as an aid.
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Those projects with the
cash to make the interest
payments are obliged to
place the money in an escrow
account and spend it in ac-
cordance with a budget plan
under Federal control, Mean-
while, the Government
makes payments to the bond-
holders.

_The fact thatat many of the
vital decisions affecting these
new communities are made
by lecal jurisdictions with ng
financial stake in the com-
munities has proved to be a
fundamental = handicap in
successful new-town devel-
opment, Mr. Dausch said.

Then there is the question
of how many private organi-
zations have the staying
power to carry such huge
quantities of land over devel-
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opment periods that run from |
20 to 30 years.

One critical question may
be how much the continuing
interest cosls are going to
add to the cost of the
projects and whether it will

be possible in the cend to |
build these costs into the
rents charged. The total in-
terest burden on all the
bonds amounts to about $20
million a year.

As of the end of March,
the Government had paid out
$i1 million in interest.

“We're looking at substan-
tial losses in ail the
projects,” Mr. Dausch said.
“On many it will be more
than 50 percent.” But there
is always a possibility of re-
couping if the project can be

-made successful.

Besides Cedar - Riverside,
Flower Mound, Riverton and
Gananda, the Title VII
projects are Jonathan, south
of Minneapolis; St. Charles,
near Washington; Park For-
est South, in Illinois; New-
fields, near Dayton, Ohio;
Soul City, N. C. (the only
*free-standing” new town as
opposed to the usual satel-
lites of urban areas); Harbi-
son, near Columbia, S. C.;
Shenandoah, near Atlanta;
Maumelle, outside Little
Rock, Ark. and the Wood-
lands, outside Houston
(where the ownership is held
by the Mitchell Energy and
Development Company?).

A ‘“white paper” on the
Title VII Program is in prepa-
ration and is expected to be
ready by the end of the year.



