


TITLE IV - GUARANTEES FOR FINANCING NEW
COMMUNITY LAND DEVELOPMENT

Section [01. Citation

This section states that the tile mnay be referred to as the “New
Communities Act of 1068
Section j02. Purpose

This section states that the purpoze of the title is to enconrage, by
facilitating the enb~tment of private capital in new community devel
opments, the development of new communities that (1} contribute to
better living conditions through improved overall community design s
(2) make substantial contribmtions to the sound and economic growth
of the areas in which rhey are located : (3} provide needed additions to
the general housing ~upply: (11 provide opportunities for innovation
in housing and conmumity developiment technology und fand use
planning: (3) enlarge housing, emplovment, and investment oppor-
tunities: (8} encourage a diversified local homebuilding indnstry ; and
(7) include. to the grearest extent feasible, the use of new and im-
proved honsing teclmology, techniques, and materials under progriamns
administered by the Department of Housing and Urban Development
with a view toward reducing horsing constraction, rehiabilitation, amd
maintenance cost= and stinulating the inereased and sustained pro-
duction of housing under sneh prograns.
SNeelion 405, (raarantee gl hority

This section authorizes the Secretary of Housing and Urban De-
velopment to guarintes the bonds, debentures, notes, and other obli
gations issued by new community developers to help finanee new
community development projects. In making such guarantees the
Secretary shall take into account 1y the large initial capital invest-
ment. required, {2 the extended perind before initial returns can be
expected, (3} the irregular pattern of cash returns charnctenstic of
such investment, and (11 the finaneial and security intevests of the
United States.
Section 404, Eligible new community development

This section states that comnumity development projects are eligible
for assistance only if the Secretary determines that (1) the proposed
new community will be economically feasible and will contribute to the
orderly development of the area of which it is a part; (2) there is a
practicable plan (and time schedule) for financing the lund acquisi-
tion and develapmenr costs and for the improvement and marketing of
the land which, giving consideration to the purposes of the title and
the special problems involved, represents an acceptable financial risk
to the United Stares: (3) rhere is a sound internal development plan
for the new connmunity that pwets State and loeal vequirements, pro-
vides for a proper balanee of housing for families of Jow and moderate
income, and provides satisfactory supporting facilities for its future
residents: and (4) the internal development plan is consistent with
comprehensive planning for the aren in which the new community 1s
situated.

Neetion 405, Fligible abligations

This section requires any ohligation guaranteed to (1) be jssued by
a new community developer (other than a pnblic body) approved
by the Seeretary on the basis of finaneial, technical, and administra-
tive ability: (2} be is=ued to investors approved by the Secvetary or,
if there iz an offering to the public, be underwritten upon terms ap-
proved by the Secretary: (3) be issued to finance a program of land
development (including land aequisition or use of land) approved by
the Secretarv: (1) involve a principal obligation not to exceed the
lesser of (A} 80 percent of the Secretury’s estimate of the value of the




property upon completion of the houl development o1 (B)Y the sum
of 75 percent of the Secretary s estinate of the vadue of the lund e fore
development and 90 pereent of hits estimate of the actual cost of the
land development : (5) hear interest at a eare sarisfactory to the Seep
tary: (6) contain repayment and madurity provisions satisfactory to
the Secretary: and (71 vontain such provisions with pespect to protec
tion of the seenrity interests of the United States av the Secretary shall
preseribe, ' '

With respect to a =ingle new community developnent project the
outstanding priveipn] oblizntions cuaranteed may ot exeeed S50
million. '

Neetion 300, Foos and charges

"This section anthorizes the Secretary to establish guarantee foes
to make sueh other charges as he considers rensonable, The Seerelury
wonld be required to make w report to Congress on or before January
1, 1970, giving an estinnde of the chavpes and fees which would he
required for a self-=supporting progran:.

Seetion 407, Fvovante e fund

This section anthorizes the Secretary to establish a revolving fund
to consist of (1) all wunrantee fees and other charres, (2) all re-
coveries and other receipts obtained in compection with guarantees,
and (3) such appropriations, which are here authorized, as may be
required for pragram operations aml nonadministrative expenses and
to make all payments under the guarantees, The full faith and eredit of
the TTnited States wodd be pledired to the payvment of all guarantees,
as well as to the pasvient of the principal and interest due under any
debentures issned toward payient of sueh cuwrantees, The Secretary
could pursue to final colleetion ar compromise any security, subroga-
tion, or other rights obtained nnder this act: and expenses ineurred in
aecquiring and disposing of property thus obtained may be paid out of
the guarantee fund. The aggregate of ontstandivg prineipal obliga-
tions guaranteed ander the title may at no tiowe exeeed $250 million,
Section 408. [oconicstahility

This section makes any cwaraitee by the Seeretary conelhisive evi-
dence of the eligibility of the obligntions for saclh guarantee, The
validity of any guarantee wonld be incontestable in the hands of a
qualified holder of the gnaranteed ohligation exeept for fraud or mate-
rial misrepresentation on the part of such holder,

Section 408, Fneowragement of sitl builders

This section requires the Secretary to adapt sueh requirements as
he deems necessary to envonrage the maintenance of @ diversified local
homebuilding industry, and the hroad participation by builders, par-
ticularly small builders, i new commmuty eonstruetion.

Section }10. Labor

This section requires pavment of prevailing wage rates (as deter-
mined by the Seeretary of Labor in accordance with the Davis-Baeon
Act) to laborers aad mechanies employed in Jand development as-
sisted under section 4l The Secretary of Tlousing and Urban De-
velopment would be required to obtain adequate assurance, before
extending such assistance, that the prevailing wages requirements will
be met. It also speeifies that the powers given the Secretary of Labor
under Reorganization Plan No. I4 to enordinate the enforcement of
prevailing wawe provisions and the powers given him under the Davis-
Bacon Act (40 TS0 976¢0) to issue regmlations will apply.
Section J11. Real property tacaiion

This section makes any real property acquired by the Secretary
by lien or subrogation rights subject to real property taxation to the
same extent, aceording to its value, as other real property is taxed.
Section 412, Supplewdntary granis

This section anthorizes the Seeretary to make supplementary grants
to States and loeal public bodies carrying out “new community as-
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sistant. projects” if the Secretary determines that such grants are
necessary or desirable for carrving out an approved new community
development project and that a substantial number of housing units

for low and moderate income persons i= to he made available through
such development project.

“New community assistance project=" would be projects assisted hy
rrants under the basic water and sewer program and the opet-space
and program of the Department of Honsing and Urban Development
and under the water and waste disposal facilities program of the
Farmers Home Administration. Supplementary  grants woall be
limited to 20 pereent of the cost of <ueh projects and. in determining
such cost, the Seeretary would aeeept certifieations from the Depart-
ment of Agriculture as to the cost of the projects assisted hy the Farm
ers Home Adminitration. In no event could the total Federal wrants
fora project exceed S0 percent of its cost,

lAppmfpriufions not to exceed S5 million for fiscal year 1969 apnd €23
milhon for fiscal year 1970 are authorized for these supplementary
grants,

Section 412 Geperal provisions and rules and regrdutions

This section vests in the Secretary (1) the authority to issue rules
and regulations and {2} other powers and duties set forth in «ction
402 of the Housing et of 1950 (exrept subsees, (o) (2), (Dyoand (f)).
Section 402 concerns administrative powers and duties customarily
{)rm’ideil for in connection with Federal programs, .\ corporate-type
mdget would be required under this section except that the supple-
mentary grants under zection 412 would he accounted for separalely.
Section 414, dudit by General A coounting (g

This section authorizes audit. by General Aceounting Office of the
financial transactions of recipients of grants or of developers insofar
as they relate to prants or guarantees made pursuant (o this title. e
resentatives of the General Aceounting Office shall have necess to all
those records of recipients of grants or of developers which are nee
essary to facilitate such audit.

Section 415, Definitions

This section defines the term “land development,” to menn the proe-
ess of grading land, making, installing, or constructing water Hnes
and water supply installations, sewer lines and sewage disposad i 14l
lations, steam, yras, and electric lines and installations, rosds, +. -
curbs, gutters, sidewalks, storm drainage facilities, and other in-. .«
tions or work, whether on or off the site. which the Secretary derms
necessary or desirable to prepare land for residential, enmmercial,
industrial or other uses, or to provide facilities for public or comng
use. The term would not include any building wnless it i= (1) 2 il
ing which is needed in connection with a warer supply or sewage s
posal installation or a steam, gas, or electric line or installution. or
(2) a building. other than r school, which is to he owned and main-
tained jointly by the residents of the new community or is to he frans
ferred to public ownership after completion,

The term “actual costs” is defined to mean the costs (exelnsive of
rebates or discounts) incurred by a new community developer in carry-
ing out the land development assisted under fhis act, as may he
approved by the Secretary. If the Secretary determines that there is
an identity of interest between the new community developer and the
contractor, there may he inelnded an allowance for the contractor’x
profit in an amount deemed reasonable by the Seeretary.

The term “new commmunity assistance projects” is defined to mean
ment Act of 1965, under section 306(a) (2) of the Consolidated Farm-
ers’ Home Administration Aet, or title VI of the Housing Act of
1961,

Section 416. Conforming amendments

This section makes the following changes in existing law—
(1) amends section 202(b) (4) of the Housing Amendments of
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1955 so that the population limit (50,000) applicable to the politi-
cal jurisdiction eligible to receive public facility loans under the
1955 law would be waived in the case of public facilities serving
new communities ;

(2) amends section 24 of the Federal Reserve Aet so as to an-
thorize national banks to invest in obligations guaranteed under
title IV ; and

(3) amends section 5(¢) of the Home Owners Loan Act of 1933
to authorize Federal savings and loan associations to invest in
abligations puaranteed under title TV,




