MEMORANDUM FOR

FROM:

SUBJECT: ,

March 20, 1997

SYLVIA MATHEWS
JODIE TORKELSON
FRANK RAINES
ANN LEWIS

+BRUCE REED

MELANNE VERVEER

ELENA KAGAN

MICHAEL WALDMAN

AN IDEA FOR DC-OUTREACH
IN THE INTERN PROGRAM

Attached is some material from a local group that places DC high school students in
intenships. This group was founded by, among others, Tom Nides (who as you know was
Mickey Kantor’s chief of staff) and John Rogovin (who until recently was Frank Hunger’s
deputy at the Justice Department).

If there is any way to‘placc such students here ... and if this makes sense, especially, for
our DC outreach ... I think this would be a good 1dea. {(We would be willing to do this in

speechwriting.)

cc: Rahm Emanuel




EXECUTIVE OFFICE OF THE PRESIDENT \),.,C‘
QFFICE OF MANAGEMENT AND BUDGET
WASHINGTOM, DO, 206503

THE DIRECTOR Pebrouary 19, 18%7

MEMORANDUM FOR THE PRESIDENT

THROUGH: Erskine Bowles
FROM; Franklin D. Raines_.. L =,
SUBJECT: Status of The National Capital Revitalization and Seif Government

Improvement Flan
Introduction: Advancing the President’s Plan

H
~ The President’s Plan was introduced on January 14 and in the five weeks since
introduction has gained considerable support in the community and in Congress.

Speaker Gingrich has designated Congressman Tom Davis (R-VA) as the point person tp
gain Congressional support for the President’s Plan. Davis is very enthusiastic about all of the
clements of the plan and he has scheduled hearings, beginning February 20th, to build & record
tpward introduction of legislation in April with passage before Memorial Day Recess.

I have been bricfing community leaders and members of Congress for the past several
weeks, From town meetings arranged by Delegate Norton to Congressional leadership meetings
on the Hill, the reaction has been generally positive. Predictably, some groups want more
funding in certain areas that they care about. Others have expressed specific concerns in areas
such as community safety, sentencing, education, and District governance. However, the
fundamental elements of the President’s Plan are widely supported.

Our immediate next steps are:

= Agree with District on Memorandum of Understanding - An important
message in the President’s Plan was the need for the Distnict officials o
demonstrate a willingness to be accountable and accept responsibility for meeting
conditions necessary for the success of the Plan. The Memorandum of
Understanding (MOL) is designied as the mechanism for demonstrating this
accountability. It will be signed by the Mayor, The President Pro Tem of City
Council and signed or affirmed by the Chair of the Financial Responsibility
Authority. The City Counct] and the Authority will be asked to formally approve
the MOU before the Administration transmits legislative language implementing

the President’s Plan to Congress. {Key elements of the MOU are deseribed below}
i
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Prepore Legistative Language - Under the direction of OMB’s Legislative
Resources Divisions, agencies are drafling the reievant secitons of a bill that
would implement the President’s Plan. Preliminary draft language and sectional
analysis have been received from all agencies and concems or conflicts are being
addressed. As noted ebove, Congressman Davis has indicated that it is his
intention to introduce a bill in late April and initiate a process that would include
final passage by both Houses by the Memarial Day recess. While White House
Legislative Affairs and OMB staff both agree that the timetable is ambitious, we
beligve that the best hope for success lies in bi-partisan, bi-cameral, bi-branch
coeparazlz’on centered on Davis’ leadership.

Continue Community Qutreach - A separate memorandum {atiached) outlines
the continuing two-part strategy for community outreach. While gaining suppornt
for the President’s Plan is a key element of the outreach because of the keen
interest in its elements, an equally impertant compoenent is letting the community
know of our concern for the District and the fact that we will work with them as
fellow IZZ'@C neighbors to make our community a better place, The education event
you are participating in on February 21 is the latest in a series of outreach events
designed to reinforce these dual messages. In the coming weeks; it may be
important fo use your office to emphasize particular elements of the President’s
Plan, such as the Economic Strategy.

Status of Major Elements of the Plan .

While the President’s Plan is organic in pature, some of the elements were more
developed than others when they were released in January. Further work toward legisiation has
lead to some modifications and this process will continue to evolve, Presented below ig the
carrent status of the elements along with the MOU conditions that are being discussed with the

Dhstrict.

Criminal Justice System:

DC Conrts - The January 14 proposal calls for the Federal government to take ‘

- ‘responsibility for funding DC Courts. We are tentatively planning to fund the DC Courts ($12¢
million in 1998, inflated in subsequent years) as a pass through in a new account under the State
Justice Institite, an independent Federal agency. Neither DOJ por the Judiciary wanted to be
responsible for this funding, even on a pass through basis, out of fear that it would create
competitian for their own budgets within the CJS appropriations subcommitiee,

DC Offender Services {pretrial services, parole commisston, and supervised

release programs) -- The proposal calls for these services to be funded through a Trustee until
such a time as ultimate responsibility is transferred to the Courts and the Federal government
{810 million in 1998, inflated in the outyears). Questions remain about: the scope of offender
services to be provided (the January 14 proposal cailed for funding of parole services; DO



belioves it would be more efficient to fund pretrial services as well): who appoints the Trustee;
and how the Federal funds will flow to the Trustee.
i

DC Corrections {sentenced felons) -- The Janvary 14 proposal called for the
gperations of the District’s prison system to be placed under a Trustee until certain conditions are
met, afler which responsibility for sentenced inmates would be transferred to the Federal Bureau
of Prisons. Funding for o;zemt;mzs (5169 million in 1998, inflated in subsequent years) and for
capital improvements {8900 million over three years for repair of Lorton and the construction of
additional facilities) would be through the Trustee for g transition period of 3-5 years.

Questions remain over who will appoint the Trustee and whether the Trustee will
be a District or a Federal entity. DO is proposing that the AG pick the Trustee, with the appraval
of the Oversight Board, but we are unsure whether this is acceptable to DC.

Sentencing Guidelines -- The proposal calls for the Bureau of Prisons 1o take
responsibility for incarcerating District felons who are sentenced in accordance with Federal
“standards™ that are now being defined. To meet these standards, the MOLU will require DC w0
amend its criminal code to provide sentences comparable 1o those imposed on Federal prisoners
for comparable crimes, In addition, the District will need to sentence these felons in acrordance
with truth-in-sentencing requirements (determinate sentencing, abolishing parole and limiting
good time release). The DO, White House Counsel and OMB are now considering how to
incorporate these changes into legislative language. One issue is the extent to which the Federal
government will need to amend the DC criminal code’ directly rather than waiting for the District
government to make the needed changes itself,

ﬁ National Capital Infrastructure Fund -- The proposal announced January 14

provides Federal funding of 3125 million for 1998 only for any highway or mass
" transit capitad project in the District, In addition, the NCIF would be authorized 0

accept payments in lieu of taxes from tax-exemyp! organizations (such as hospitals
and universities) and other emtities. The NCIF would be governed by a five
member Board responsible for selecting the projects to be funded, The Board
would consist of one member gach appointed by the Mayor, the city council, the
Financial Authority, and two members appointed by the Secretary of
Transportation. Secretary Slater would like to add several new elements to this

pwpmi .. s

-- Have t?w NCIF assume rcsponszbzhty for DC’s “National Highway System”™ (75
miles of the District's 1,086 total road mileage). National Highway System
(NHS) routes include all principal arterials into the District -~ bridges plus roads
like Connecticut Avenue, Wisconsin Avenue, and Pennsylvania Avenue;

= Additional Federal funding of 817 miilion yearly for operations and maintenance
of the NHS routes in DC. In addition, DC would be allowed 1o use cenain other
?ecicrai»az::i highway funds for local roads;



o Allow the Board 1o choose either te [3OT or the DC Department of Public Warks
adsuimister contracts for NHS projects.

OMB regards the DOT suggestion as an improvement on the original NCIF proposal, and i3
working to vet the idea }v%%%a relevant District and Congressional officials.

= Econemic Development Corporation

Cur proposal to establish an Ecenomic Development Corporation for the District
of Columbia is intended both to promote job ereation and stimulate new investment in the
District. While vears of disinvestment in the nation’s capital cannot be reversed overnight, our
strategy here is to foster local development of long term, viable economic development strategies
that will incrense the Distriet’s tax base and induce greater employment by the private sector of
DC residents. The EDC will be an independent agency of the District governed by a nine
member Board of 6 local business and community leaders plus representatives from the DC
government, the Control Board and the Federal government,

Although it will receive an initial injection of Federa! funds (325-50 million), its
primary economic resource wiil be a variety of tax benefits -- totaling approximately $250
million over 5 vears -- that the EDC may use o stimulate the hiring of [C residents by
businesses located in the District and to foster new fnvestments. Over half of these tax benéfits
are expected to take the form of wage credits. Stnall business expensing and additional tax
exempt financing will be provided. Finally, we propdse to have the EDC make available 2n
innovative new form of aliocable tax credils that it will be able to use as incentives for financial
institutions making loans for new investment in buildings and equipment as well as to encourage
direct equity investments. It is our intention to stimulate participation, inchuding equity
investment, in the Economic Development Corporation by District regional and national
business. ' -

»

o Medicaid

It is our proposal to assume an increased share of the District’s Medicaid
payments by treating the District a8 if it was a City contribufing the maximum possible under
- current laws and regulations. This would change the District’s matching rate from 50% to 30%
and save more than $1350 miihion for the District in Fiscal 1998, .

Before the end of Fiscal 1997, the Distriét will be required to gooperate with HHS
to create a plan for upgrading Third Party Liability systems and staffing; settling cost reports
with hospitals on a tirely basis; acquiring 4 comprehensive management information systems
and improving behavioral health service delivery.

This proposal has meet with good support and there has been no adverse reaction
to date. We expect that changing the formula will evoke additional requests from other States

and spark debate in Congressional commitiees.
f
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% Pensions

The Federal Government will assume specific liabilities for police, firefighters,
teachers, and judges. This assumption of lability recognizes that when these plans were
transferred to the District they had an unfunded liability of more than $2.0 billion, While the
District has made current payments, this liability has grown to about §5.0 billion. This is beyond
the fiscal capacity of the District to fund.

Before the assumption by the Federal Governmnent of liability, the District must
establish, through collective bargaining as required, a new plan to fund the benefits for police,
fircfighters, teachers and judges that were not assumed by the Federal Government; comply with
all funding standards on the new plan; and transfer to the Trustee or the Federal Government all
assets as well as books and records.

This proposal has been technically challenging. § want to acknowledge the
excellent support of from the NEC staff and the staff of the Pension Benefit Guaranty
Corporation, The proposal 18 not yet fully understeod by District officials and we will be
shartng more detailed information as it is avatlable from the actuary., The primary objection to
the pension portion of the Plan has come from those who believe that the Federal Government
shouki fund its pension obligations on an actuarial rather than a pay as you go basis. They assert
that "spending dowrn” the District pension assets to pay current beneficiaries of the plan is -
irresponsible despite the “full faith and credit”™ pledge that we make to all beneficiaries. They
further assert that it is just a budget gimmick. The Plan is consistent with the way we treat other
Federat employees and does not attemipt to unduly benefit balancing the Budget.

- Treasury Lending

_ Treasury will make available short-term and intermediate-term (15 year) loans to
the District. The short-term loans would finance essentially intra-year cash needs while the
intermediate- term loans would be designed finance up to $580 million of the District’s
accumulated deficit. Both leans would ease the cash problems of the District, but they are not
required 1o use either, especially if the capital markets are available to them.

r i
The MOU will require that at the time of the borrowing, the District and the
Authority must certify that there is no access to capital markets; that borrowing is congistent with
the current Budget and Financial Plan; and the Secretary may require certain security conditions.

The Diistrict and the Autherity recognize the need for the lending provisions.
They are determining the best mix of borrowing to allow the District continual liquidity.
Treasury is also working on language regarding security and other terms. 1t is likely that there
will be some Federal budget scoring for the loans.



- Fersenal Income Tax Collection

The Internal Revenue Service would be allowed to offer to the District, at no cost,
its servigces for collection of Personal Income Taxes.

The MOLU will require that before the District can use the IRSs services, the DC
code be amended to ¢onform to the requirements of the Internal Revenue Code and the District
would need to enter into an agreement with the IRS.

The District has been Jukewarm to this at best. It is not ¢lear what their
objections are, We have not included any economic benefits from this proposal in our estimates
of District budget savings.

Evaluating New Ideas

Throughout the Administration have been formal and informal mechanisms for
evaluating new wdeas generated from within and outside the Administration. A prime example
of a good idea put inte place was from Rodaey Slater when he was administrator of the Federal
Highway Administration and suggested deferral of the District’s match under the Federal Aid to
Highway's program. This has allowed much needed construction to comtinue despite the’
District’s fHiseal situation,

Not all ideas have been good. Senator Jeffords and others proposed private school
vouchers which the Administraticn, led by the Education Department, resisted in the strongest
possible way. Itis not an overstatement to say that each day members of the President’s DC
Foree, coordinated by Carol Thompson-Cole, are meeting with District Officials, community
groups and Congressional representatives. In the course of these meetings, they receive and
avaluate many new ideas. Some of these are verted with other Departmental or White House
staff while others are set aside,

For example, Secretary Rubin met yesterday with Representative Eleanor Holmes Norton
to discuss the latest iteration of her tax plan. While the Seeretary cannot recommend support, he
and Delegate Norton came to an agreement that the Administration would continue to remain
. essentially silent on her new idea. This was communicated to the other members of the DC
group so that they could proceed accordingly. .

Last year, Chairman Cingrich asked a group of Congressmen to constitute tack forces 1o
address a serics of D(’s problems. He recently shared with me hig observation that the problems
of the District were significantly more complicated than he had realized a year ago. Currendy, |
do not know of any major proposals coming from the Speaker, but we have good channels of
communication, ‘

The two major new ideas currently under discussion are related 10 governance of the
District {Charter Change and the Council Manager form of government) and Community Safety
(Particularly the Mayor’s relationshiy to the police). Our posture is described below:

H



Governance - Carol Thompson-Cole has been participating as a member of the
Federal City Council DC Agenda Project. This group is booking at the historical
antecedents of Home Rule in the District and will, at some point, make
recommendations for change in the Charter or recommend that the Disteal
formally undertake a Charter Review. ‘Delegate Norton is particularly sensitive
that this unelected group not averstep its bounds and has asked Carol to keep her
apprised of developments. Both Senator Lauch Faircloth (R-NCY and
Representative Charles Taylor (R-NC) have stated an interest in considering a
City Manager form of government in the District. Both men chair the
Appropriations Subcommittees on DC in thelr respective chambers. There 18
considerable opposition to an imposed change in the form of government in the
community, and we continue to moenitor the situation. [ do not believe that there
is anything isherent in the current Mayor/Council form that inhibits good
management of government.

Community Safety- The Financial Responsibility Authority has initiated a study,
along with the City and Eric Holder the US Attorney, to determine what steps
need to be taken to improve police protection in the District. This study was
undertaken even before the recent police shooting. White House Counsel Charles”
Ruff was active in this effort as DC Corporation Counsel and has maintained his
jnvolvement at OMB’s request. The Authority is being briefed by its consultant
this wegk, and | have asked 1o meet with thems shortly thereafter 10 assess the
situation. :



D.C.

February 19, 1997

i
MEMORANDUM FOR THE PRESIDENT

CC ERSKINE BOWLES
FROM: ' ANN LEWIS
SUBJECT: COORDINATED OUTREACH PLAN FOR D.C.

This memorandurm suggests a coordinated outreach plan 1o accompany your plan for the
District of Columbia, making the best possible use of Prgsidcntia% events, the other principals,
and Cabinet and sub-Cabinet efforts]

The Four Pringipals -

Events featuring yourself, the First Lady, the Vice President, and Mrs. Gore wiil be the
most powerful demonstration of your commutment - both to the community and to the media.
For the first half of the year, we recommend that each principal commit to one D.C. event every
two months. (During the summer, we would review this conumitreent and readjust for the fall as
necessary.} This effort will require eoordinated scheduling of cvents, and a regular review of
events and invitations Lo ensure that we are making the best use of the principals’ tune.

As we move forward, Carol Thompson-Cole will review requests, suggest events, and
recommend prionties. Communications will work with the principals’ schedulers to coordinate
vents,

Preliminary suggestions include; |

. Participating in one of ID.C.’s four Net Days, to be held every Saturday in April;

. Joining clean-up efforts in D.C. Parks around Earth Day, also in April;

» . Having a principal present for one or more efforts by federal agencies (for
exampie: NASA 15 working with D.C. schools, GSA is donating computers);

. An ice hockey rink in Southeast has been renovated for neighborhood use (it is
important 1o hold some evenis in Southeast):

. A scparate announcement of our school construction effort for D.C. (Connicl.ec),

if we are not ready (o announce it by this Friday’s event.



Cabingt and Sub-Cabinet

- We will build on the work tl?mz is already being done through agency partnerships
throughout the District. For example, the Department of Labor is helping the District to develop
a school-to-work program.

For two weeks in March, after you announce your economic development package, we
recommend asking members of the Cabinet te hold high-visibility events throughout D.C,,
making clear that this commitment is admunistration-wide and long-term. By packaging these
events together, we can ensure maxinnun attention.

In April, May, and June, we will work with Cabinet Affairs to schedule high-visibility
events that build up existing agency efforts and announce future commitments,

Preliminary events could include:

. Announce each piece of technical assistance in the D.C. plan with the appropriate
Cabinet seerstary (for example, HUD or GS8A).

S

. Announce creation of summer jobs for D.C. youth {working with OPM, last year
nearly 900 summer jobs were made available at the agencies; we expect more this
summer),

. We may consider having you, as part of an upcoming D.C. anncuncement, ask

merbers of the Cabinet to report on what they have already done in D.C, and on
what more they can do - giving us the opportunity to highlight both in a report.

Steve Silverman of Cabinét Affairs will coordinate agency activities and participation in
cvents.

D.C Interapency Task Fore

As you know, your interagency task force holds monthly meetings in addition (o smaller
working group mestings on critical issues, and has accomplished a great deal. For example, it
has provided summer jobs to D.C. youth at federal apencies, worked with HUD and D.C.’s faith
communily under the leadership of the First Lady o increase home ownership, and worked with
HUD and private businesses 1o open computer leaming centers around the District. The Task
Force should continue o be a source of good ideas,

We have begun regular meetings with representatives of Communications, OMB, Cabinet
Affairs, and the First Lady’s Office to generate and review ovenis and ideas,


http:assistari.ce

I S
TENTATIVE CALENDAR:
Ecbruary:

February 14 -- First Lady spoke at Cleveland Elementary School, challenged law firms to adopt
schools :

February 21 - President announces DXC Reads inttiative with First Lady and General Becton

Mawch:
March 7 -- Prestdent announces D.C. economic development package

March 14-21 -- Cabinel members do coordingted D.C, events

April 26 {tentative] -- First lady joins Sidwell parents for “Christmas i April,” fixing up D.C,
housing

Participation in one of D.C.%s four Net Days {to be held every Ssturday in Apnil}

Principals join clean-up efforis in D.C. Parks around Earth Day
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THE WHITE HOUSE
WABHIHMGTON

February 19, 1997

MEETING OND.C.
DATE: February 20, 1997
) LOCATION: " Cabinet Room
TIME: ‘ 500 p.m.
FROM: Erskine Bowles and Syivia Mathews

PURPOSE

This meeting is bring you up to date on the status of the ID.C. plan including the details of
the economic proposal, our response 1o other ideas regarding D.C., and our outreach
strategy. Attached are two memoranda, one on the status of our D.C. proposal and the
second on our outreach strategy. In this mesting, we hope 1o get your thoughts on both
memoranda,

BACKGRQQNH

Earlier this week, you inquired about our policy, legislative and political approach
regarding D.C: Over the last week, we have agsembled the team and organized the
nrocess to intensify our focus on D.C.

PARTICIPANTS

Chief of Staff Erskine Bowles
l Rahm Emanuel
Sylvia Mathews
Victoria Radd

OMB 3 Franklin D. Raines
Michael Deich
' Ed DeSeve
Carol Thempson-Cole

First Lady Melanne Verveer
! Pauline M. Abemathy

Vice Prestdent Jim Kohlesherger



Treasury Secreiary Rubin
Muozelte Thompson

NEC ‘ .Gene B. Sperling

DPC ; Bruce N. Reed )
Communications Ann F. Lewis

Cabinet Affairs Szeéhen B. Silverman

CEA : Janet Yellin

Leg. Affairs John Hilley

Public Liaison Maria Echaveste

IV. PRESS PLAN
Closed press.

Vv, SEQUENCE OF EVENTS
Bowles will open the meeting, and Sperling and Raings will frame the discussion of our
plan, After a discussion of our plan, which will include a discussion of new ideas on the
D.C. problem, Lewis will briefly summarize our approach to outreach.

V. REMARKS
None required. -

attachments: Memorandum on Status 4-3f D.C. Plan from Frank Raines
Memorandum on Qutreach Strategy from Ann Lewis



MOU SUMMARY FOR THE PRESIDENT'S NATIONAL CAPITAL
REVITALIZATION AND SELF-GOVERNMENT IMPROVEMENT PLAN

: CHIEF OF STAFF MEETING

,' 1, 18,97
SECTION L REAFFIRMATION OF HOME RULE
SECTION 1L RESTATEMENT OF FINANCIAL RESPONSIBILITY AND

MANAGEMENT ASSISTANCE ACT

i, Financing, .

» Control Period
s Balancing District Budget by FY 1999
* Borrowing Approval

2. Management.,

. Establishment of Chief Financial Officer
. Establishment of Inspector General
. Powers of Financial Authority

SECTION L DISTRICT GOVERNMENT BALANCES ITS BUDGET BY FY 1998
SECTION IV, SUBMISSION OF LEGISLATION (BY ADMINISTRATION)
SECTIONY, DISTRICT'S CONDITIONS ‘
k. Medicaid. The District government will develop and submit to HHS plans for:

. upgrading Medicaid Third Party Liability staffing and systems capabilities

. ensure that unsettled institutional cost reports and audits will be completed
. acquires a comprehensive management information system

improving behavioral health service delivery

2. Pensions. The District agrees to:

* establish through collective bargaining replacement plans for teachers, police &
firefighters, and judges not covered in plan transferred to Federal government

. set a cost for the replacement plans not exceeding the sum avallable in the D.C,
Budget and Financial Plan, in compliance with GASE Standards

. transfer to the Federal government, or its Trustee, assets and copies of books and

records of retirerent plans, and be responsible for errors and omissions



3.

4.

5.

7.

intermediate-Term and Short-Term Lending.

* Finance deficit over 13 years continue cash flow financing
. Certification by the District’s CFO and |G that Distriet facks market access
* Approval by Authority that lending consistent with Budget and Financial Plan

Criminal Justice.

D.C. Code amended for sentencing standards [this is subject of disagreement]
Pre-trail, Parole, and Incarceration taken over ’
Trustee manages during 3-5 year transition from District to Bureau of Prisons
Bureau of Prisons operates prisons for sentenced felons [other services still being
structured)

- Ok % &

Economic Development.

. District cooperates in establishing Econamic Development Corporation {EDC)
under Federal Charter with predominantly Presidential appointments

. Establish public/private/DC/Regional/Federal Joint Organizing Committee to begin
work of EDC before legislation is enacted

. District shows progress in reforming zoning, permitting, ete,
. EDC authorized to issue private activity bonds
* . EDC authorized to use of tax credits to stimulate economic growth

National Capital Infrastructure Fund,

. Governed by Board whose members are appointed by the following | member
each by the District Council, Mayor’s Office, and Financial Authority; 2 members
by the Secretary of Transportation.

Personal Income Tax Administration.

. Administered by Internal Revenue Service
. District changes its Code



March 20, 1997

MEMORANDUM FOR SYLVIA MATHEWS
JODIE TORKELSON
FRANK RAINES
ANN LEWIS
BRUCE REEDY
MELANNE VERVEER
ELENA KAGAN

FROM: " MICHAEL WALDMAN

SUBIECT: AN IDEA FOR DC-OUTREACH
t IN THE INTERN PROGRAM

Attached is some material from a local group that places DC high school students in
internships. This group was founded by, among others, Tom Nides (who as vou know was
Mickey Kantor’s chief of staff) and John Rogovin (who until recently was Frank Hunger’s
deputy at the Justice Depariment).

If there is any way to place such students here . and if this makes sense, especially, for
our DC outreach ... I think this would be a good idea. (We would be willing to do thisin
speechwriting.}

e Rahm Eménuel



- TEL No. Apr 03,01 19:06 P.02

_- 'Urban Alliance | - o
8 Foundation, Inc. - o

We must combine the toughness of the serpent and the
softnex& of the dove, a tough mind and a tender heari.
Martin ruther King, Jr.

As our natlon's capital, Washington, D.C. 18 a synmbol of the
American dream and home to those who try to keep it alive. It is
salsc home to some of the neediest and most economically
disadvantaged children in the natison. Public schools struggle with
dilapidated bpuildings, inadeguate facllities, and overextended
teachers. Hore ominous is the absence of employment opportunities
for students.

Vice~President Gore recently attended an antivviclence forum
sponsored by the Harvard School ©f Public Health &l Jeflferson
Middle Schocl in the pDistrict of Columbia. Student after student
¢xpressed the sentiment that an employment opportunity is the
single most effective weapon in the fight agalnst youth viclenca.

The Urban Alllance Foundation, Inc. is a nonprofit group founded to
create long~term employment opportunities for economically
disadvantaged students. We are committed to helplhg meet the needs
of thase young men and women as they struggle to become rasponﬁibla
adulis.

+

By placing high school students in pald positions in government and
tha private sector, we provide youth with positive role models and
mentors, expand their network of employment rescurces, and offer
them an opportunity to prove to themselves and cthers that they can
make thelr own Americen dreams come true.

Students enter the progran during’ thelr sophomurg year, working
part-time during the school vear and full-time during the summers
until graduation. This long-term component is critical to ensure
that the student hecomes a meaningful menber of the office and
develeops a lasting commitment to work.

students who seek to participate in this program are interviewed by
the Urban Alliance and screened by their teachers to ensure that
they are not under any discip}inary restriction. Grace Sammon, an
educaticnal consultant with a masters degree In guldance and
counselling, works with the Urban Alliance staff to mest xregularly
with both students and employers to moniter the proyram and provide
guldance whore Necessary.

¥

LR

 The Urbin Alfince Fomdefion, b & 5647 Banabn Shreat, KW, ¢ Wathinghn, DC. 2001 % Teleghoro: 202-966-4747



. | TEL Nao. Apr 03,01 19:06 P,03

{ The
g% Urban Allianee
M= Foundation, Inc.

Nineteen students sre currently placed in public and private secltor
wvork environments. Employers have begen lmpressed with the
enthusiasm and maturity of the students. Students respond te the
challenges and opportunities presented by a job with energy and
responsibility. The teachers at Anacostia High have reported that
the students bring this energy back to the schoel with them and
eagerly share thelr experiences with peers and teachers.

We are pleassed with the success of our initlal Urban Alllance
students, If we are to continue to create employment opportunities
for students, however, we will need additional financlal support
end employsr participation. We plan to expand the program to
twenty-eight students thls fall,

We would like to-see other private companies join the array of
employgrs committed to serving Lhis community by providing
rewarding employment apportunities to economically disadvantaged
students. In addiiion, we hope that other government agaencies and
offices will follow the lead of V.S Attorney Eric Holder and the
other public figures currently supporting our affcrt by placing
Qrbdn Alliance students in their offices.

In addition, we rely on private charitable contributions and grants
to pay students in goverpment positions, and therefore will need to
raise substantial funds, Funding one student in a government
pesition for one year costs aboul $5,000,

We hope that you will be able to support us by offering n job
placement or bv making & contribution. The Urban Alliance is an
appertunity’ for those who are concerned about the District of
Columbia to help build & more pogitive future for the ciity. To
find cul more about the Urban Allisnce, pleaseé call Andrew Plepler
st {202} BL6~3857 or Gillian Karp Reogovin at {202} 328-7737. We
look forwvard to hearing from you.

andrev Pleplev
Thomas Nidos
Jeffrey 2ients
Bruce Charendofl
John Rogovin
bylan Glenn

+ Adam Galbh
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{ Urban Alliance
i Foundation, Inc.. |

 The followlng have employed Urban Alllance students:

Congresswomnan Eleanor Holnss Norton The Advisory Board Company
U.S. Anorney Eric H, Helder, Jr. Akin, Gump, Sirauss, Haver & Feld
Senator Christopher J, Dodd " American Alrlines
Daole for President Campalgn American lsrael Public
Affairs Commiinee (AIPAC)
Cerperation Counsel Charles Rulf Fannic Mae
Minority Leader Richard Gephardt | : Creative Associates, International
Congressman Thomas M, Davis Time-Life Video, Inc,
House Judichuy Comminse ‘ Epsiein, Becker & CGreen, P.C,
{Congressiman John Conyers} -
KB Nows, Ine,
Ciinton-Gore Campuign
Senate Republican Pelicy Commines

{Maj. Leader Tront Lolt)

¥

The fellowing have contributed generously to the Urban Alliance Foundation:

The Advisory Board The Fannie Mac Foundation
Clara Bingham and David Michaells Akdn, Gumgp, Stauss, Hauer & Feld
Joc and Ellen Wright HBO, Inc.
Aracrican Alriines Maureen snd Marshiall Cogan
The Juwan Howard Poundation ‘ Burson-Marsiellas
Miics and Nancy Rubin Esther Newberg
Safe Summer *96 The Loews Foundstion
. Laurie Tiseb Sussman Foundation Joseph aad Hervdena B Herman Trus
Myrile A, Karp : Steven and Cokle Roberts
The Baumbusch F’oundaxiyoa | Rabert Brucs Barnott
Gary Glnsberg and Sussanna Aaron Barbars W. Goldberg and Robert P, Tucker

Michact Booman
Pro bone legal assistance has been provided by Jenner & Block
Pro bono gecounting assistance has been provided by Kennctl Star & Associates

The Urian Alliome Foadahon, b, B 6695 Barmbie Stroct, NW. o Vathineon DO 20015 o Toleshons 207-064-4F45
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The
Urban Allance
Foundation, lne.
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I
The Urban Alliance cregrively links the business corntrunity
with the District’s yoz::i; to provide meurningful oppartumuu
Jor students hungry for a chance to succeed.

Jim Johnson
Chairman of the Buafd and Chief Executive Officer
Federal National Morigage Association

g WY

The Urban Alliance Foundation offeesreal hope to be a
+ genuinely effective vehicle for disadvantaged young people ro :
realize their full potential,

i

r Jeff Bewkes

Chairman and Chief Executive Officer
Home Box Office, Inc

N

. In a time of Emited opportunities for students in our
’ commnnity, the Urban Alliance provides tise foundation for a
better finure——jobs, mentoring, and miost impuortantly hope.

Brenda Richardson
Executive Director
Anacostia/Congress Heights Partnership .

[

Nor-for-profit initiatives such as the Urban Alliance fill an
essential void lefr by limited public funds and provide the roors
from whtich responsible parents and citizens will develop.

Eleanor Holmes-Nonrop
US. Congresswoman
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THE WHITE HOUSE
WASHINGTON

Januzry 16, 1997 - \b C,/

MEMORANDUM FOR GENE SPERLING
BRUCE REED

FROM: PAUL DIMOND £)

SUBJECT: D.C. ECONOMIC DEVELOPMENT;
: COMMUNITY EMPOWERMENT

ac ELLEN SEIDMAN
MICHAEL WARREN
PAUL WEINSTEIN

Recommendation: You should work out with Secretary Rubin and Director Raines how the
Treasury’s options/recornmendations to the D.C. Working Group concerning economic
development and commumity empowerment can be coordinated through a joint NEC-DPC
process.

Background. The economic development part of the D.C. proposal was made general
because there is apparently some disagreement how it should be structured. Treasury was
concerned that a OMB's proposal for an EDC modeled after the PARC would pay attention
only to new development in the “Downtown" and not pay attention to the high poverty census
tracts. Treasury is now working on a series of options, inchiding a range of tx incentives, to
address their concems,

Issues. There are two major issues: whether to create an entity for the commmumity
empoweament effort {e.g., for census tracts with 20% or more poverty and adjacent vacant or
industrial/warehouse tracts) separate from the EDC; and whether to include an appropriate
challenge (c.g., private sector commitments to invest $2 billion and 1o connect 10,000
residents to new job openings through the local labor market in the locally developed strategic
plan and city/federal conumitrment to getting rid of red tape on permits, ete.) as a vondition for
the flow of federal investment, There apparently is general agreement that the entity or
entities to develop the strategic plan(s) and to catalyze the on-going effort should include a
majority of local private citizens, as well as city and federal officials. There should also be
some review of the proposed tax mﬁmm&myo&mmmmmwn&emﬁmﬂmy
complement what the President is already proposing for community empowerment in 1997
(c.z, brownfields expensing, brownfields clean-up and redevelopment and more rapid
Superfund site clean- up with support from EPA/HUD, expanded IDB authority, increased
expensing for business investment, CD Venture Capital tax credit, CIEC-EDI from HUD, etc}.

Discussion. It is absolutely essential that {1) there be z separate focus on the census tracts
in D.C. with 20% or greater poverty and (2) a challenge be created to spur both private sector
investment in the area and to connect Tocal residents to job operings throughout the Tocal
labor market. That represents the ¢lear consensiis of the interagency commumnity



———

empowerment process that I coordinated for Laura and you last year and the POTUS and
VPOTUS approved. This is also the clear lesson that we leamed from our experience with
the BZ/EC challenge process: it is what we have proposed as the defining criteria for a
second round of EZs.

Put bhantly, if Detroit used the EZ challenge process to raise 51.6 billion in private sector
commitments from its!region, we should not put a dire into a D.C. empowerment plan unless
the locally developed strategic plan generates (1) $2 billion in private sector commitments and
{2) a credible means backed by the region’s employers and private job placement
intermediaries to connect restdents of the "Zone” to job openings throughout the local Jabor
market. Stated differently, the particular packsge of federal fax incentives and incentives
won't make nearly as much difference as they can if there is no such challenge process to
Jurnp-start private imvestment and job-linkage. In fact, such a challenge is what will insure
local development of an innovative plan; and it will provide a credible platform for POTUS,
YPOTUS, Secretaries Rubin, Cuomo, and Browner, and Director Raines, joined by major
financial institution and corporate leaders to challenge the private sector throughout the
region, if not also the nation, to commit right up-front to the strategic plan.

Without such a separate focus on the higher-poverty census tracts, any EDC will
understandably be dominated by efforts to build on the substantial federal, office,
entertainment, university, and hospital portions of D.C. that quite nghtly will make the
Capitol a "shining” attraction for all Americans, all visitors from around the world, and all
who live and work in the region. There ruay well be need for coordination between any such
EDC *downtown-Capitol® focus and a community empowerment effort; and there are
preconditions for success in both (e.g, safety and secunty of person and property). But
without a separate and clear focus on empowering the higher-poverty cormamunities m D.C,,
they {and their residents) will get lost in the shuffle.

Equally important, such a clear and separate focus on empowering the higher-poverty areas
can also catalvze the EDC development for the downtown. If you doubt this synergy, just
take a look at Dletroit: Mayor Archer used the $1.6 billion private sector cornmitment to his
EZ as a springboard to building huge support throughout the region for making Detroit's
downtown a dynamic hub for the entire region ~ with two new sports stadia, GM moving its
entire World Headquarters downtown, a new opera house, 2 new symphony hall, new
restaurants and retail, and new market-rate rental and condo housing, all right downtown,

Just because the other three elements of the D.C. plan talk about restructuring the financial
relationship and governmental responsibilities of the District and the federal government, don't
let the economic development piece get dragged down into the old ways of thinking about
economic development and community empowerment.
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MEMORANDUM TO DISTRIBUTION

~ From: Michact Deich

Re:  DC Rollout Briefing Package

”—M_

Attached are draft Q&A for the vanious elements of the DC plan. I you'd like o provide
comments, please e-mail, fax (5-4639}, or phone them 1o me by 2pm Sunday. We'll distribute
final copies Sunday night and first thing Monday.
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EXECUTIVE OFFICE OF THE PRESIDENT THE PQES#BE&T HAS sgsx
OFFICE OF MANAGEMENT AND BUDGET bt

WASHINGTOM, D.C. 053

THE DIRECTOR
December 27, 1996

M. President:

1 have cleared with Leon sending you the attached memorandum concerning the Disteit of

Columbia on an expedited basis. The options have been vetted by Leon, Gene, apd the Principals
of the D.C. Task Force. The wording of the memorandum is my responsibility. We still have
time to include these proposals in the budget if you so choose. !

I am looking into the tax issue as you requested. Q(@
== %y
Frank Raines (-b( %
Radsan
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, DG, 20500

FHE DIRECTOR

December 27, 1996

MEMORANDUM FOR THE PRESIDENT

FROM: angxn D. Raings W A

SUBJECT; Restructuring Federal Assistance to the District of Columbia -

Intraductinn

The principals represented on the Administration’s District of Columbia Task Force are convinced
that the carrent financial arrangements between the federal government and the District should be
changed. The current approach features strict congressional controls on District taxing powers and
budgets, broad District responsibilitics for state, county and local functions, and a relatively static
annual federal payment. This memorandum seeks your approval for a three-part strategy for
restructuring the economic relationship between the federal government and the District. Although
presented as a single package, the elements of this plan are separable and can be acted upon
individually should you so desire,

? p.usm.ﬁmd.mg. A secz}nd £ zment af the sirategy creates an economic dmlapme.m initiative
featuring 4 Distdct.wide development corporation with capital grants and tax incentives similar to

empowerment zoney  Finally, Federal agencies will farget increased technical assistance to the

District.
Backgrosnd

The status of the government in the District of Columbia has varied encrmously since the federal
district was carved from the states of Virginia and Maryland in 1791, (Alexandria and Arlington were
iater retroceded to Virginia,) The city has been governed as a federal department, 2 territory, and
since 1974 under a limited-Home Rule charter, Under none of these srrangements has the District
been able 1o maintain financial solvency for extended periods, if measured by the standards that are
applied to other state or local governments. Three factors have led to this result. First, the District
and it voters have for almost two centuries wanted an activist government providing a wide range
of services and facilities. To some extent this view was necessitated by the many dependent persons
who have been attracted 10 the nation’s capital over the decades. Second, Congress and the
surrpunding jurisdictions have wanted to limit the ability of the District to impose taxes on federsl
facilities, favored organizations, and non-residents who work in the city. Finally, Congress has



exercised its constitutional right to legislate for the District to keep a close rein on the affairs of the
city, either directly through appropriating locally raised funds or indirectly by serving as an appellate
body for anyone dissatisfied with decisions by local officials.

The District is again in financial extremis. A financial control board has been established to guide the
city back to solvency and to reform the admunistration of government functions. While there has been
extensive debate on the reasons for the financial crisis and #s solution there has been little discussion
of a radical restructuring of the status of the District. You were perfectly correct to point out the in
between nature of the Digtrict as not quite a city, & county or a state. We are monitoring local efforts
to create a charter review process that will address a broader range of restructuring solutions.

Members of the Cabinet and other agency officials, the staff of the task force, and I have spent
considerable time meeting with District officials, organizations involved with District affairs, and
community leaders discussing the future of the District. We have found uniform concermn abaut the
fsture of the city. :

‘We have paid close attention to recommendations that have been made by the Mayor, the City
Council, the Financial Authority, and some members of Congress to rearrange some of the
responsibilities of the District government. These recommendations have focused on relieving the
District of the financial responsibility for certain government functions and perhaps the administrative
responsibility as well. Advocates have argued that the District cannot manage certain responsibilities
that have been given to the District by the federal government. They also argue that state
government-type activities are too burdensome for a city te carry on its own. Functions frequently
mentioned are the pension programs for police, fire fighters, {eachers and judges; the mental health
system (both transferred to the District government after the Home Rule government took control);
prisons; Medicaid; the university, and social welfare programs that are typically run by states.

We have sought a rationale for how the federal government might respond to the request to relieve
the District of certain burdensome functions, Some would have us equate the federal government
to taking the role of the state government for the capital city. There is merit to this approach, but it
right strip too much authority from the Home Rule government and increase federal responsibility
to deliver services to focal residents. Others have focused on divining the federal interest in the
federal district and allocating responsibility accordingly. Under this view the Federal government
might consider taking on certain law enforcement functions, but would not federalize the District
Medicaid program.

We have heard other messages as well, Some in the community would have us simply increase the
federal payment to support all current District government activities, and some in Congress would
orefer to see the District pare its activities 1o equal its revenue. Delegate Norton and the Speaker
favor a radical restructuring of the federal tax system in the District to provide powerful incentives
for econormic activity in the city to increase the attraction of the city for tax-paying residents which
would eventually increase District government revenue, (Each of the non-contiguous federal
territories has a special status under the federal tax code.} This memorandum does not address tax



changes but we may be drawn into a tax discussion as the Financial Authority, Brookings, and
Congress finalize work now underway. WL o i

The task force has chosen to recommend to you a series of actions to rearrange the responsibilities
of the federal government and the District government. The recommended approach is 2 hybrid of
ihe state ﬁinctlons and Federal interests models We make this recammmdanan with caveats, We

; the takeove 2 sucgessiid, Wc be}zcve that cxzy eﬁezais must confront
the important home mte issues rm;:ti;czt in ceding parts of their current responsibilities. We also
believe that adequate : funding must be provided to enable federal agencies to carry out new
responsibilities in a manner consistent with federal operations. We also believe that taking on District
functions will require a major trade-off with the existing annual federal payment 1o the District.

in the past week I have met with the Mayor, the chairman of the Control Board, a majority of the
City Council and Delegate Norton to test their willingness to agree to the tough conditions we might
insist upon if we endorsed their recommendations regarding District functions. The Mayar zhe Board
Chairman, the Delegate and a majority of the Council agreed that they could endorse a 12
MLMMMWWM as the financial result was positive for t?w Czry They

ove in that direction.

In addition to the transfer of government functions we also make recommendations regarding
economic development incentives and how federal programs can be better targeted to meet the needs
of the District. _A number of members of the Cabinet have expressed an interest in taking a leadership

role in providing technical and other assistance to the District 1o help Jocal officials do 2 better job
with availabie federal funds. ’

The following recommendations will not resolve the governance, financial or management problems
of the District. They amount to a renegotiation of the terms of limited home rule granted to the -
District almost a quarter of a century ago. If enacted, these proposals will give the Home Rule
government a better chance 10 succeed. But the two century old conundrum of how the federal
district should be governed will remain with us

Recarnmendations

mmﬁjz In e:xahange the mmfmg Federai payment of $7 1 2 mllllon(a general purpcsa paymem
of $660 million plus $52 million for pensions) would end, and the Federal government would give
up ity right to approve the District’s annual budget.

For this proposed restructuring to be suceessful, the District will have 10 take some actions that may
be very difficult pelmcaily suci*a &s, iegisiaimg Iugher sentences i‘{;r erzmzna%s convzcteé in the {)zstrzct
For this reason, gur 0sal v ave-the-Federal governmnent ssaume new




after the District had et its gbligations under 8 Memorandum of Understanding (MOL} that we

propose be reached between the Administration, the Financial Authority, the Mayor, and the Council.
Prefiminary discussions with all of these parties, as well as Delegate Norton, indicate serious interest
in this approach, together with a recognition that pursuing this path will require that further difficult
decisions be made.

the Distact £€S5 45 A Ci! The agencaes 3¥ready have beea engagcdmz?nspmcass qmet}y
over zhe past twa ycars ‘l"hezr activitics would be given a higher profile, perhaps with :he
involvement of the First Lady or the Vice President.

As shown on Table 1, the approgoh outlined here would cost the Federal Govermment about $866
miltion in FY98, about $154 million more than curreni payments 1o the District. Over five years,

Federal costs would be 85.7 billion, about 82,1 billion more than the baseline. Budget savings to
the District Government would be 3818 million in FY98, or $106 million more than the current
Federal payment (savings to the District exclude funding for the economic development initiative,

the National Capital Infrastructure Fund, and onestime capital-improvement and construction costs
at Lortony); five-year budget savings i the District would he $4.483 billion (§923 million more than.
with current pavments).

The restructuring plan proposed in this memo would relieve the District of significant budpet
costs and administrative responsibilities, and end Congressional micromanagement of the
attractive and prosperous city. In the end, the District’s success will depend on it own actions to
improve the management of its resources, business climate, and quality of residential life,

Current law requires the District to balance its §5 billion annual budget by FY 1999, In September,
Congress approved an FY 1997 budget and multi-year financial plan that reflected a consensus among
the Authority, the Mayor, and the District Council. The plan provides a good start at improving the
District’s fiscal condition, but lacks some of the hard choices that will be needed to achieve
sustainable budget balance and improve the District’s long-term fiscal outlook. The District now
projects its FY 1997 defictt at $85 million. Absent further measures, this deficit will likely grow in
the out-years.

The District currently must discharge it responsibilities with scarce budget and management resources
and in the presence of an unusual degree of Congressional intervention.  To remedy this, we



Option 1: Have the Federal government take over the District’s pension plans for law
enforcement officers and fivefighters, teachers and fudges. Prior to 1979, the Federal
Government was responsible for these three pension plans and financed them on a pay-as-you-go
basis. In 1979, the District of Columbia Refirement Act (Act) transferred to the District responsibility
for both the plans and their associated $2,7 billion tn accrued unfunded Hiability. The Act authonized
the Federal Government 1o pay the District’s retirement system $52 nulfion annually for 25 years.
In 1979, the estimated present value of this payment stream was $646 million, well below the $2.7
billion unfunded Hability.

Since 1979, the District government and participants have made contributions to the retirement
system that have more than covered the costs of benefits that accrued in each year, but that have not
been enocugh to prevent the unfunded Lability from growing to its current level of about $5.4 billion.
When the Federal payments authorized by the Act end in 2004, the District will be required to cover
the full cost of the remaining unfunded Hability.

ity 'fite exlstmg assets wxl! be used ﬁrst to make beneﬁt p:ayments | Az:itzal Federa _citi_a_yg_m
not be required for many years. This would be done by having the District transfer the existing assets

and msponszbiiity for plan administration 10 g third party trustee. Fees of the trustee would come
om the eamings on the assets.

While the details of this option still must be worked out, we expect that the MOU would requirs that
{1} the existing peasion plans weuld close upon assumption by the Federal Government and that the
District would estabfish new plans for its current and future employees; {2) a third-party Trustee,
tikely an independent contractor; be appointed to administer the plan and invest the pensions assets;
{3} there be a determination of how to treat current employees wha are partially vested under the old
system, and (4) adequate employment records be provided by the District Government to the third-
party trustee.

Approve option | Disapprove option 1 e Discuss

Option 2. Have the Federal government assume responsibility for parts of the District’s
criminal justice systens. There is a long precedent for special Federal involvement i the District’s
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criminal justice system, including having the U.S. attorney prosecute all serious crimes in the city,
Under this option, the Federal government would provide full funding for the District’s Court System,
take over the District’s Lorton facility, and assume responsibifity for setting the standard for
sentences for crimes in the District and tncarcerating its sentenced felons. Through these actions the
Federal Government would help to improve the District’s criminal justice system and thereby would
enhance the effectiveness of the District as the Nation’s capital.

Option 2a. Have the Federal Government fund the District Court System. Given the
budget limitations under which it operates, the Disirict Court System works well. The
Department of Justice believes that the System would work better, however, if it were given
adexquute resources. Under this opuion, the Federal government would assume responsibility
for funding the District Court System through the Administrative Office of the Courts (the
Judiciary branch).

\ Approve option 2a i iSApPIOVE Option 2a —DI5CUSS

Option 2b: Have the Bureau of Prisons (BOP) assume responsibility for Lorton and for -
incarcerating the District’s sentenced felons. Under this option the Federal government
would take on the responsibility for incarcerating the District’s sentenced- felons (a
responsibility that elsewhere is borne by States). DQI believes that this option could be
successfil only under the following conditions: that the Federal government would set the

_standards for sentences for District crimes, that there be a 3-5 year phase-in period and that
the DOY's Bureau of Prisons (BOP) be given sufficient management flexibility.  In addition,
* : legistation must address issues of parole and community cormections.

a‘"‘»’*"a"“s‘g\/\ Pe Renovate Lorton and Provide New Fuacilities to House Inmates Adequately.
Absorbing Lorton prisoners would increase the BOP population by roughly 10
percent. The BOP system is already seriously overcrowded in its high and roedium
security facilities like Lorton. Accordingly, it could absorb Lorton inmates only after
Lorion had been renovated and new capacity had been constructed (partially on

] ( Lorton’s extensive unused property and partiatly at other locations). One-time

* 1 renovations at Lorton and the new prison construction would cost $300 million in
1598 and $900 million over 3-5 years.

* Hiring Flexibility, Current Lorton staff would have to reapply for positions and meet
BOP standards.

. BOP Flexibility in Absorbing District Inmates, BOP’s general goal is to house
inmates as close to home as is operationally possible. However, to maintain order,
to meet the security needs of inmates, and to disperse District gangs and “crews,” the
BOP will need the ability to transfer a significant number of inmates to BOP prisons
throughout the nation. No commitments would be made regarding maxirmum
distances from the District or the concentration of District inmates in specific Federal



prisons.

* Sentencing Conformity. D.C. inmates receive significantly shorter sentences than
similarly situated Federal tnmates, and are eligible for parole after serving only
one-third of their sentences. Federal inmates generally serve 85 percent of their
seatences. There are two possible approaches that could be taken to avaid tensions

between similarly-situated inmates facing different sentences and parole standards.
Py O ‘y,ﬁ Under the first, the Federal government would accept responsibility only for those
\ Wy District felons sentenced and paroled in accordance with statutes and legisiation

“‘j applicable to Federal prisons. Alternately, the Dristrict could achieve conformity by
ceding to the Federal government its sentencing authority over felons.
- y:f\; £ g 2 = ty -
oi‘g ) . Rely on Federal Community Corrections Operations. The District’s Community
' Corrections operations, reportedly fraught with mismanagement and employee
O.,u-—‘ﬁ misconduct, would be phased out. As District felons become the responsibility of

- L BOP, thev would be released through Federally controlled community corrections

m. peogeams.
M Absard District Parole Board Functions into the 1185, Parole Commission, The U8,

Parole Commission would be regponsible for all District felons with sentences subject
to provisions of parole. This would mean an extension of the US. Parole
Cormmission (and its approximately 50 emplovees) beyond scheduled termination date
{2002 unless terminated earlier by the Attorney General).

. Use phase-in period to keep responsibility for outstanding lawsuits and court orders
* with the District. A number of lawsuits are pending against the District’s Department

of Corrections (DOC) regarding, among other things, conditions of confinement,
medical treatment and sexual harassment. There are also court-directed population

/ caps. The District must maintain responsibility for the defense of and liability from

these lawsuits, Federal lability should be based only upon actions taken after the
Federal government takes responsibility for the inmates,

. Until all of the above changes. are made, Lorton will confinue to have major
problems, which will became Federal government problems under this plan unless
a separation is mudintained during the tramsition period. Accordingly, it is essential
fo appoint a receiver responsible o the Control Board to vversee the D.C.
Departmerit of Corrections during a transition period of capital construction and
rengvations, charges in semencing systems, and resolution of lawsuits and court

\\:’ders‘
Approve option 2b __Dhisapprove option 2b Discuss

——ii

Option 3, Decrease to 30 percent the District’s share of costs associated with its Medicaid



program. Total FY98 costs for the District’s Medicaid program will be roughly $880 million. Under
current law, the District will pay 50 percent of these costs, the maximum amount that any State must
pay. Like many States, the District believes that the Medicaid matching rate does not take into
account its high poverty rate and the health needs of its urban population. Unlike States, however,
the District cannot spread the cost of an urban Medicaid program across a broader sconomic region.

Current law allows States to require that localities pay up to 60 percent of the non-Federal share of
Medicaid expenditures. Thus, in States with a 50 percent share of Medicaid costs, localities can pay
up to 30 percent of total Medicaid expenditures, Currently, 14 States, including California and New
York, require local funding of at least sore portion of the State's share of Medicaid payments. New
York City, for example, pays 25 percent of the cost of Medicaid expenditures in the City; non-city
residents subsidize roughly half of the non-Federal share of New York City's Medicaid program (note,
however, that New York State does collect a portion of State revenue from the city--part of which
may implicitly pay for the State contribution). The District does not have access to such State
subsidies. '

condazloned rmt%ze District i 1mprrmng the managcment of 1ts Medicaid program. Other options for
controlling costs and assisting the District with its Medicaid program could also be explored. This |
option would cost $176 million in 1998 and approximately $1 billion over five years.

\Lj&ppmve option 3 Disapprove option 3 Discuss

Option 4. Ease taxpayer burdens and improve collection by having IRS coliect D.C. income
taxes. Having the IRS colfect District income taxes benefits the District by reducing its costs and by
increasing its collections through more efficient administration. It would alse reduce burdens on
District residents by reducing the number of forms that need to be filed, Having the IRS collect these
taxes would require both new statutory suthority (at both the Federal and DC level), and added
budget resources for the IRS. The IRS has indicated that it is willing to assist in this way.

Approve option 4 Disapprove option 4 Discuss

Option 5. Have the Federal Gevernment make available financing for some or ali of the
Disteict of Columbia accumulated deficit. This financing of $400 10 $500 million would carry
standard Treasury interest rates and would be vepaid by the District over no more than ten
years from District resources. The Treasury is currently financing the deficit on a short-term basis. -
. Some means must be found {o refinance those loans over a longer period of time. Charging the
District standard Treasury interest rates will provide the city an incentive to refinance the loans as
soon as practicable at lower tax-exempt interest rates.

Discuss

\“’_;_A;zpmve option § —.Disapprove option 5




Option 6. Create a National Capital Infrastructure Fund (NCIF). The NCIF would pay for
infrastructure projects that benefit not only District residents, but also commuters. Eligible projects
would include: 1) road and bridge capital costs {including local roads and bridges and the local match
for Federal-aid road and bridge capital projects) and 2) transit capital expenses. The District would
determine from the list of eligible expenditures how best to spend the funds.

The NCIF would receive funds from two sources. First, the NCIF would receive an annual
appropriation from the federal surface transportation trust funds (in addition to the formula funds now
going to the District). In addition, the NCIF would be authorized to accept payments from
rontaxpayers (€.g., payments in lieu of taxes from universities, hospitals, nonprofit organizations and
other non-taxpaying entities in the city that benefit from District services; or payments from regidna
entities that might wish to support infrastructure projects that provide benefits to the region).

For the period of FY98-FY(2, the District plans to spend approximately $42 million per year to
support local road and bridge capital costs (including the focal match for federal-aid road and bridge
projects} and $51 million per year for its share of the Washington Metropolitan Area Transit .
Authority's (WMATA) capital expenditures. (The District will also spend $123 million annually for
its portion of WMATA's operating expenses, however, the NCIF would not cover these costs). It
should be noted that the States and Congressional authorizing committees will bikely oppose funding
the NCIF from the Highway Trust Fund (HTF) because it would increase the District’s share of funds
and enable HTF funds to be used for local roads.

\'___Ap;;mve opticn & o DHsApProve option 6 Discuss

Option 7. Create an econonic development program to improve the economie viability of the
City. Under this option, the Adminstration would propose legislation to establish an economic
development corporation (EDC) for the District. The EDC initially would be autonomous from both
the District and the Federal §ovcmment, and would operate like a public authority. The Board of the
EDC would he appointed jointly by The President and the Mayor.

The EDC would formulate a strategic economic development plan for the District, and would make
- recommendations for the use of various financial incentives that would be provided by the Federal
government{ The goals of the EDC would include building local economic markets, developing
strategies to link District residents to job creation, and assisting the District in fostering regional
economic strat:ée :

We are z:zzrrentiy ﬁeveiapmg the hst z}fmcentwes thaz would be available 1o the EDG--These will
2 he sirnil aure se available in empowerment zgnes. In
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1998, these incentives would cost $25 million in discretionary funds, and $80 million in tax benefits,
The five year cost would be $125 million in discretionary funds and $260 in mandatory tax benefits,

\\) Approve aption 7 —_Disapprove option 7 Discuss

Option 8. Incresse the intensity and raise the profile of technical assistance to the District
Government {and non-profit greups, etc.) provided by Federal departments in areas like
education, procurement, housing, transportation, and Medicaid that can make a real
dxffcmum in the District’s success as a czty The ageaeles have i}éeﬁ engageti in iizzs process

Examples of activities that could be undertaken are:

* - The Department of Education would continue efforts to help the District account for and
manage Federal and local education funds, support reform efforts to raise achievement, and
help the District utilize the substantisl programmatic flexibility allowed in use of Federsl
funds. '

. The Department of Defense and OMB’s Office of Federal Procurement Policy could improve
the District’s procurement operations.

» The Department of Transportation could provide technical assistance to improve
transportation planning and management of the District’s highway construction program.
. HHS could assist with the apparent major managerial and cost problems in the District’s
Medicaid program,
. HUD could continue its assistance in the areas of public housing and home ownership. Hrrashasania
» Labor could provide assistance in implementing #s training and other programs.

The main downside from raising the profile of cur activities in this area is that Federal leverage and
authority in these areas will, by definition, be limited. There will be some successes and probably also
some failures. On the other hand, there is a strong argument for getting credit for what we are doing.
And, the added attention that the assisted areas would receive from the press and pubdic may raise
the likelihood for success over vested interests, :

Approve option § e Disapprove option 8 Discuss
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Federal Budgetary Impact of DC Proposals
EY 98impact  Five-Year impact

Criminal Justice {discretionary}: 605 2518
Lonton Facility operations * 176 9834
Capital Improvements to Lorton Fadilitles (one-time) . 80 BO
High and Medium Security Construction at L.orton 220 820
District Court System operations 128 885

Economic Development Initiative: i 85 285
Discretionary spending component ‘ 25 25
Tax benefit component &0 280

Unlundad Pension Liability (mandatory):

Annual payments to District's pension plans 337 1,563

Medicaid {(mandatory);

Decrease District's share of Medicaid paymenis to 30% 178 1,001

National Capital infrastructure Fund [Non-add} a3} {465]

Yotal, Proposed Federal Resources $.203 5,868
Biscrationary Spending {see Note 1) ‘ 830 - 2544
Mardatory Spending 8§13 2,864
Tax benefits {(mandalonyg B0 280

Proposed Offsals {1,049} {5,423
Arnpuat Fedseral payment to the District (LD {3,300)
Special contribution i the pension plans {52) (260)
Drawdown of pension assels (Mandalory} (A3hH {1,863)

Not New Federal Resources 1584 245

Addendum:

Tolal budgel savings to the District Government {Sea Note 2) 318 4,483

incraase in budge! savings to District Government (i.e,, 106 923

savings net of current Federal payments)

Note 1: Table does not include any additional resources given to IRS to administer the District income tax system.
HNota 2. Budgel savings tu the District Government exclude the costs of capital improverments and

construction at Lorton as well as the economic developmaent inttiative and the Nations! Capital Infrastructure Fund.
Alsno, no effects from IRS eollection of DC income taxes are includead.

* $7 million is included for parole functions.


http:Med;.,.id

