
DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

May 13, 1997 

BRIEFING MEMORANDUM FOR DEPUTY SECRETARY SUMMERS . . 

FROM: .~Mozelle W. Thompson 
Principal Deputy Assistant St:cretary 
(Government Financial Po1ic:!) 

SUBJECT: USEC Privatization 

ACTION FORCING EVENT 

Tomorrow afrernoon there will be a NEC Deputie~ meeting to discuss USEC privatization ana 
preparation of a Presidential approval memorandum. We believe that based on the additional: 
information we have examined, we should support proceeding with the privatization process ' 
and the NEC should prepare a decision memorandum for the President approving 

. r 

implementation ofUSEC's privatization plan. . 

DISCUSSION 

As you may recall, last Fall when the NEC DeputIes last met on USEC privatization, there 
were three pending issues. The current status of ti:lose issues are discussed below. 

1) Would the USEe privatization be able to satisJy the statutory ."national security test" set 
/onh in the Energy Policy Act (the "Act "), in light of the then-pending U. S. IRussia uranium 
sale negotiations? 

Last fall; the U. S. and Russia successfully concluded negotiations that resulted in a five yeac 
uranium sale agreement that included USEC as executive agent for the sale of Russian 
uranium. Last week, the NSC met to determine whether its members had any new questions! 
that would prompt them to reverse the NSC's prior determination that the proposed USEC I 

privatization would be able to meet the Act's national security test. (Although neither Treasury 
nor OMB were invited to attend this meeting, we both expressed strong objection after we 
learned that the meeting had occurred.) The NSC affirmed its prior determination but asked I 

that we include additional foreign ownership prot.!ctions in the privatization process. 

2) Would lhl~ USEe privatization be able to ~alisfY the statutory requirement that the procee'¢s 
o/sale exceed USEe's "in-government" value (the "net-present value" test)? 

Economic policy has affirmed Domestic Finance's prior conclusion that at this stage, it 
appears that the proposed privatization will be able to meet [he Act's net present value test. 



3) Should the U.S. go.vernment immediately app'Jint a seco.nd executive agent (in additio.n to. 
USEC) to. sell uranium received fro.m Russia pursuant to. U. S. IRussia uranium sale agreement? 

CEA raised this issue last year, but they have not pressed the point because the five':'year ' 
U.S./Russia uranium contract may have mooted ;;ome of the CEA's objections. CEA was 
initially concerned that because the original U.S.lRussia agreement was subject to annual 
negotiation as to price and quantity, USEC would not have an incentive to timely perform its 
contractual obligations because it was not economical for USEC to do so. The contract's 'I 

benefit for USEC, however, was that it gave USEC the exclusive right to market Russian . 
warhead·derived uranium~ CEA contended that USEe would have greater incentive to perfohn 
if the U.S. government immediately appointed a second executive agent. The fact that there ~s 
now a five-year agreement that includes USEC a!; sole executive agent, eliminates most 

. opportunities for "gaming" by USEC. Moreover, we successful1y negotiated a contractual 
. provision that would allow the U.S. government to add or replace executive agents at any : 

time. [t therefore seems that the matter is a question of choice. If we decide to limit USEe's 
monopoly power by immediately seeking a second executive agent, we must be willing to' 
accept some diminution in sale value. If we decije to allow USEe to remain exclusive 
executive agent, we can maximize sale value. Since there is 'some question whether there is a 
suitable second agent available, the best choice i~ to allow USEe to retain exclusive agency : 
for five years, the term of the current Russian contract. 

cc: Assistant Secretary Gotbaum 

i 
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• 	
DEPARTMENT OF THE TREASURY 

WASHINGTON 

GENERAL COUNSEL 

August 19, 1996 

MEMORANDUM FOR 	 ROBERT E. RUBIN 
SECRETARY OF THE TREASURY 

LAWRENCE H. SUMMERS 

DEPUTY SECRETARY OF THE TREASURY 


JOHN D. HAWKE, JR. 

UNDER SECRETARY FOR DOMESTIC FINANCE 


MOZELLE W. THOMPSON 

PRINCIPAL DEPUTY ASSISTANT SECRETARY 

(GOVERNMENT FINANCIAL POLICY) 


FROM: 	 EDWARD s. KNIGHT~~J.s ~J,(7
GENERAL COUNSEL . 

SUBJECT: 	 Significant Legal Issues Raised by the united 
states Enrichment Corporation (USEC) Privatizatipn 

In order to stimUlate discussion and to convey our preliminary. 
thoughts regarding the USEC privatization, I am providing you ' 
with a brief overview of the significant legal issues that 
Treasury will face in th. USEC privatization. In preparation fbr 
a potential USEC privatization action, my office has been 
active!ly engaged on USEC privatization issues since January 199:3. 
During this phase, we have worked closely with Domestic Finance', 
met wi.th USEC I S in-house and outside counsel, and met with the : 
Securi.ties and Exchange Commission's General Counsel. In 
addition, we have contacted the Department of Energy's General 
CounsEd to discuss the USEC privatization. 

I. 	 Background 

Briefly, the following facts are significant to Treasury's 
inter(~st at this stage of .the USEC privatization: 

, ~CREASORY IS THE SOLE STOCKHOLDER OF USEC. Treasury holds' 
a.ll of the USEC stock for the united'States, except: 

. 0 all the rights and duties pertaining to the management 
of the USEC are vested in the USEC Board. ' 

I] . Treasury may not sell, transfer, or convey USEC stock 
except to carry out a privatization plan. ' 

• 	 UNIQUE ROLE OF THE PRESIDENT. Presidential approval is 
required before the USEC Board may implement any 
privatization plan. 



" 

r. 
"1 

2 

• 	 TR,EASURY HAS A SIGNIFICANT ROLE IN USEC PRIVATIZATION. 

o 	 Based on certain statutory requirements,' the USEe 
i

Board, with the approval of Treasury,shall approve the 
method of privatization (M&A vs. lPO) and the terms and 
conditions for the transfer. 

o 	 The USEe Board, with the approval of Treasury~ shall 
transfer USEe's assets and obligations to a private 
corporation. 

o 	 Based on certain statutory requirements,2 the USEe 
Board, with the approval of Treasury, shall transfer 
the interest of the united States in the USEe to the 
private sector. 

o 	 Treasury shall not approve the USEe privatization 
unless before the sale date Treasury determines that 
the method of transfer will provide the maximum 
proceeds to the Treasury consistent with the four 
statutory requirements listed in footnote 2., 

• 	 POTENTIAL LIABILITY OF THE TRBASURY OR TREASURY OFFICIALS 1N 
'C(IRNBCTION WITH THE USEC PRIVATIZATION 

o 	 No right of action against the United States, its 

1 The requirements are that the method of transfer and terms 
and conditions for the transfer will provide.:..-(i) the maximum 
proceeds to the Treasury of the United states; (ii) for the long-
term viability of the private corporation; (iii) for the I 

continued operation of the gaseous diffusion plants; and, (iv) for 
the public interest in maintaining reliable and economical ' 
domestic uranium mining and enrichment industries. (A cautious 
readin9 of the statute suggests that these statutory requirements 
should be considered together with the determinations listed in 
f ootno1:e 3.) 

2 The requirements are that the interest of the Unit,ed 
States in the USEe shall be transferred to the private sector in 
a mannE!r that providesfor--(i) the long-term viability of the i 
privatE! corporation, (ii) the continued operation of the gaseous 
diffusion plants, (iii) the public interest in maintaining a 
reliable and economical source of domestic uranium mining, 
enrichment and conversion services, and (iv) to the extent not r 

inconsistent with such purposes,secures the maximum proceeds to 
the united states. (A cautious reading of the statute suggests! 
that these statutory requirements should be considered together 
with the determinations listed in footnote 3.) 
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agents or officers for claims arising out of 
privatization actions. 

o 	 .The statute specifically revokes any stated or 
implied consent for the United states, or any 
agent or officer of the United states, to be sued 
by any person for any legal, equitable, or other 
relief with respect to any claim arising from any 
action taken by any agent or officer of the Unite~ 
states in connection with the privatization of 
USEe. 	 . 

II. LegalIssues 

Briefly, I have identified significant Treasury legal issues at 
this stage of the USEe privatization as follows: 

• 	 SCRUTINY OF TREASURY. Although there is no legal liability 
for USEC privatization actions, Treasury officials will be 
subject to scrutiny for any USEe privatization actions. 
o Congressional interest in USEe privatization. 

• 	 AP'PROPRIATE AGENCY. Subsequent to receiving Presidential 
approval, USEC must determine, in consultation with I 

sDpropriate agencies of the United States, that 	 . 
privatization will satisfy certain statutory determinations? , 
prior to implementing the Privatization plan. I 

o 	 Appropriate Treasury role with respect to these -four 
requirements. 

o 	 NEC has apparently envisioned a significant Treasury 
role on these four requirements. 

o 	 statute does not define "implementation" of the Plan. ' 
o 	 Apply conditions only at beginning of 

privatization vs. apply conditions throughout 
privatization process. 

o 	 How to apply the four conditions. 
o 	 Interagency mechanism for coordination. 
o 	 Process for approval by other agencies on statutory 

J USEe must determine, in consultation with appropriate 
agencies of the United States, that privat;ization will--(i) 
result in a return to the United states at least equal to the net 
present. value of USEe; (ii) not result in USEC being owned, I, 
controlled or dominated .by an alien, a foreign corporation, or a: 
foreign, government; (iii) not be inimical to the health and 
safety of the public or the common defense andsecuritYi and 
(iv) provide reasonable assurance that adequate enrichment 
capacity will remain available to meet the domestic utility 
industry. 
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requirements.
o Ensuring a complete record of all determinations. 

• 	 S'liATUTORY . CRITERIA FOR TREASURY APPROVAL. 
o 	 Differences in the statutory criteria for Treasury 

approval regarding-
o 	 method of privatization;
o 	 transferring the interest of the United States tq 

the private sector; and ' 
o 	 determining that the method of transfer will 

provide maximum proceeds to the United states. 
o Ensuring a complete record of all. determinations. 

• 	 RE:PRESENTATIONS AND WARRANTIES. Determination as to wheth$r 
Treasury should make any representations and warranties in 
cCtnnectionwith the USEC privatization. 

We are currently reviewing a preliminary information package 
prepareid by USEC for the M&A sale process. Many of our comments 
on this, document are contingent on your determination of the 
appropI-iate Treasury role in the USEC privatization. 

My office is available to assist your offices on these issues as 
well as: any other USEC privatization issues that may arise. It 
may.be useful for all of us to get together and discuss the USEe 
privatization. I 
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The Deputy Secretary of the Treasury 

MEMORANDUM.TO 

FROM: 

SUBJECT: 

February 9, 1996 

SECRETARY RUBIN 

LES SAMUELS 

MICHAEL BARR 


LAWRENCE SUMMERS~ 
Brownfields Tax Credit 

Policy 


.Gene Sperling called at defcon 8 on a 10 
scale over the following: 

He is concerned that our Brownfields tax 
credit policy not be construable as an 
early year tax increase in an even 
superficially plausible political 
commercial. Can we make sure on this? 

. r. 

Room 3326 622-1080 
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DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 

SECRE.TARY OF THE. TR£AS'JRY July 15, 1999 

MEMORANDUM FOR THE PRESIDENT 

FROM: 	 Lawrence H. summer~ .. 
SUBJECf: 	 New Markets: Report on Visit to Harlem, USA and New 

York BusinessLINC 

Harlem 

Last Thursday, I visited Harlem, USA. a major retail and entertainment center under 
construction at 125th Street and Frederick Douglass Boulevard which has been supported 
by the New York Empowerment Zone, Chase Manhattan Bank (as part of its CRA
related activities), and other investors. I learned the following, striking to me - facts:. 

• 	 .Within one square mile ofthis shopping center is a population of360,000: more than: . 
Cincinnati, our 45th largest city. Upper Manhattan as a whole is the size of Seattle,. the 
22nd largest. 

• 	 There is no shopping mall in Harlem or - until recently ~ a major supermarket. Nor, i 
was told, has there been any major retail construction in Harlem since World War II. I 

• 	 The Harlem, USA project has been associated with some general economic revival. 
The mall is 80% leased and its major corporate tenants - never before represented in I 

. Harlem 	 will pay rents more than twice as high as rents in the area before the mall ; 
was built. Local land prices have risen up to five-fold in the last 5 years (as much as 
technology stocks), and developers have had trouble purchasing even vacant lots. 

• 	 The mall - which will open before Christmas - was built with financing of$65 
million, including an $11 million subordinated loan from the Empowerment Zone. I~ 
will generate around $180 million in retail sales. According to one study, 60 percerit 
of retail spending leaves the community ~ equal to almost $1 billion annually. And it 
should produce approximately $15 million in New York City sales tax collections. lrt 
other words, the public sector will be paid back in nine months oftax collections. . 

• 	 Roughly 600 new jobs are expected to come outofthe projeCt, and mall tenants have 
agreed to allot 75 percent of slots to local residents. In 1990 - the most recent date , 
for which the local rate has been calculated - Harlem's unemployment rate was 
18.6%, three times the national average. . , 

In short, Harlem right now appears to be a real emerging market, in the sense that capital 
is trying to get in rather than out. Indeed, at my press conference an observer contrasted 



Harlem and all itS new construction activity with the "poor and depressed" areas that you 
were visiting on your New Markets tour - underestimating both Harlem's continued 
needs a.nd the economic potential of these other communities. 

New York and BusinessLINC . 

We announced the formation ofa local New York City BusinessLINCcoalition at a' 
roundtable with David RockefeJler, Henry Kfavis, the new Chase CEO Bm Harrison and 
other corporate and community leaders. I was struck by the importance that both the 
financiers and those who had been in community development for many years put on 

. equity investment, and on providing new market businesses with the opportunity to 
netwot'k with mainstream businesses and obtain business advice and information on 
market opportunities. Indeed, several people said that access to markets and expertise is 
sometimes more critical than access to capital, even ifcapital remains an important 
barrier for some. 

I was impressed with the number of stories about mainline finance - from banks and 
other institutions - going into minority-owned and inner. city businesses. Investments in 
one Hispanic entrepreneur's internet start-up had paid offnearly fifty to one, and people 
were rushing to get in to the next round. (Ofcourse, most inner city businesses will not. 
be abh~ to come' close to meeting the expected rates of return that venture capital firms 
demand but the story was an encouraging one.) 

Conc/i'lsions 

The cflallenge for us in spurring capital access is to catalyze private sector lending and 
investment in projects that are profitable but also would not have taken place without the 
public sector's intervention. Given the unmet demand for equity finance, I believe that 
the NE~ Markets Initiative is properly focused on equity investment and technical 
assistance to new businesses, along with accesS to credit. The real test ofwhat we are 
doing with the New Markets Initiative will be whether we can sustain the flow ofcapital 
and the business connections that are now being made when the next downturn comes. 

Next Steps 

We ate working with the NEC and your scheduling office to set up an event for you to 
annou.nce that Peter Bijur, CEO ofTexaco, has agreed to chair a National BusinessLINC 
Coalition under the auspices ofthe Business Roundtable. We will also announce the 
formation of several local BusinessLINC coalitions, building on our announcement last 
Thursday ofthe formation of the New York City coalition. We are also actively seeking 
congressional co-sponsors for the New Markets Tax Credit, which we hope will be 
introduced soon in Congress. We also need to reach out broadly to the business 
community, both about the business opportunities in new markets and about how the 


. New Markets Initiative, if enacted, would catalyze more private sector investment in 

these markets. . 


cc: The Vice President; The First Lady; Secretary Cuomo; Gene Sperling. 

, . 

,.. 




No._--:-___ 

Date: 
• I . 

MEMORANDUM.FOR: a SECRETARY a DEPUTY SECRETARY 0 EXECUI1VE SECRETARY 
a ACTION ··0 BRIEFING a INFORMATION 0 LEGISLATION ~D11t>. o PRESS RELEASE 0 PUBLICATION 0 REGULATION 0 SPEECH 
o TESTIMONY D. OTHER ' 

FROM: Sec:: tt Ei7?\rt.'1 ~MM e tt..5 
T,RROUGH: __~~~~~~~~~________________-+_____ 
SlJBJECf: NGvJ MI'-.T:5· Tlt-IP 

. REVIEW OFFICES (Check when office clears) 
IJ Oader Sea'l.!tary (Or' FInance o EDfon:emeat . 

IJ Domailc FiDaJI!:e OATi' 
IJ EcoDoDdc Poiic:y o Customs 
IJ Fi:scal OFLETC 

IJPMS o Secret SemceI 

o Public Debt o GeaI!nl COUlIIS1I!i 
. 0 lDspcctor GeucraI 

o . ODder Secretary (or lDtemalioaaI Amtirs o IRS 
IJ tmemaJiioaal Affairs o LegisIat1ve Mairs 

OMmmgemat 
OOCC 

. I 
"0 Policy ~ , 

o Sdled"!!ng . 
o Public AJraInILiaisoa . 
o TuPoilcy 
o TreIIISUl'U 

IJEli:P 
OMiDt • 
IJ Sa'IiDgs Douds 

o Other____--:......:.-_ 

r 

INAME (Please Type) INITIAL DATE,· omCE TEL. NO. 
INITIATOR(S) 

({~,,'t~! 
::rc"U~$ D ,...) 

/tC-r{N6--, Gc.. 

(.()JpJ$ flpi\-1> St'G7 

o Review Officer Date o Executive Secretary Date 
____________ DO F Sp-02.1 

1041891 



No._---;.___ 

Date: 

MEMORANDUM.FOR: 	 [J SECRETARY [J DEPUTY SECRETARY 0 EXECUTIVE SEdmTARY 
[J ACTIO~ -·0 BRIEFING 0 INFORi\fATION 0 LEGiSLATION ~'D11t> . o PRESS RELEASE 0 PUBLICATION 0 REGULATION 0 SPEECH 
o TESTIMONY 	 0 OTHER __________ 

FROM: Sec::tte-n\Yz...'1 S:MM eft.$' 
TI~OUGH: __~~~~~~~~~____________~__~_____ 
SlJBJECT: Nt;w Ai I4T::> Tft-I P 

REVIEW OFFICES (Check when office clears) 
o UDder Secretary Cor FlDaDc:e 	 o Worc:emeut 

o Domestte PbIaDce . 	 OAD 
o EcoDormc PoIic:T 	 o Customs 
o F"1SC8l CFLETC 

OFMS o Sec:ret SemceI 

o Pubic Debt 	 o Gtaeral Coauel 
o Iupector c-nl 

o Uuder Sec:rt!taQ' Cor l'ntenIaiI.oaal Affain oms 
o lDtenudioaal Affairs 	 o .LegIsIatift AfI':aks 

o Maaage:aeut 
o ace 

OPoic:y~
. 0 Scbrdnling • 

o Public AmdrsILiaisua 
OTasPoliq 
o Treasarer 

OE&P 
CMJm 
o SIni:Dp Boads 

o Otber___---,-__ 

DATEINITIAL TEL. NO. INAME (please Type) OFFICE I 
, 

IINITIA TOR(S) 
Z-O~1 efe" / ~;~c.' J~c. -.1! '~/f~I :f{~htlt~1 ! 

I ,:1"(;'''',,$ D 1"';1 
i 

\ ! 
IREoVIEWERS 
, 
,,

D{)1Vt PIIVGBI!!~(,6tt1 "",.. tt-li :11/) l.~ , . ~ 
I 
II 

i 
I.PcG-riN 6- Gc... 
I\.VOL'IV 
: 
;C0 "rJ~ fdGqt\-"'" S~C.7 

S7:e(l..N i 
I 

f (l..o;V I/J E Cle1ta.J+N~e. 1D 
SPECIAL INSTRljCTIONS 

DltV7b XCT((. to N /l? 'I tRJ 13 7D j) II 7' : 

r-I-l UI'-SlJA'1 I JUt.-. '1 I r-, 
o Review Officer Date .0 Executive Secretary 'Date 

_______________ DO F 80-02.1 

(04/89) 

.' 

I 



l\IEMO FOR :mE PRESIDENT .C,..L-I }I 1'1::> }J 

FROM: . 	 Lawrence H. Summers 

SUBJJtcr: 	 New Markets: Report on VISit to Harlem, USA aDd New York 

BusinessLINC 


Harlem 

Last Thursday, I visited Harlem, USA, a major retail and entertainment center under 
construction at 12Stb Street and Frederick Douglass Boulevard which has been supported 
by the New York Empowerment Zone, Chase Manhattan Bank as pan ofits CRA-related 
activities, and other invesiors.· I learned the following, striking - to me - facts: 

• 	 Wi.thin one square mile ofthis shopping center is a population of360,OOO: more than 

Cillcinnat~ our 45th largest city. Upper Manhattan as a whole is the size ofSeattle, the 

221» largest. 


• 	 Th.ere is no shopping mall in Harlem or - until recently - a major supermarket. Nor, 1 

was told, has there been any major retail construction in Harlem since World War n. 


• 	 The Harlem, USA project has been associated with some general economic revival. 

TIle mall is SOUID leased and its major corporate tenants - never before represented in 

H~lflenl- will pay rents more than twice as high as rents in the area before the mall 

WilS built. Local land prices have risen up to five-fold in the last 5 years (as much as 

tec:hnology stocks), and developers have had trouble purchasing even vacant lots. 


. . - ~.,}~ ~ .>'~s~ $>\ ~~~~l' .A~~"..A\~ tz...x-e ~)
• 	 TIle mall- which II open before Christmas - ullt With financmg of$6S 


million, includin an $11 million subordinated 10 from the Empowerment Zone. It 

wiill generate und $180 million in retail sale , 60 percent of leaves 

the community' . . An It should produce proximately $15 

million in New York City sales tax collections. In other words, the ublic sector will 

b~: paid back in nine months oftax colleCtions. 


Cd.'l>l\ '~'IIt~ , 
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• 	 Roughly 600 new jobs are expected to come out ofthe project, and mall tenants have , 
agreed to allot 75 percent ofslots to local residents. In 1990 - the most recent date 
for which the local rate has been calculated - Harlem's unemployment rate was 
lIt6%, three times the national average. . 

In short, Harlem right now appears to be a real emerging market, in the sense that' capital 
is trying to get in rather than out Indeed, at my press conference an observer contrasted 
Harlem and all its new construction activity with the "poor and 1epressed" areas that you . 
were ~sitins ~n your New Markets tour_ v.t\~~ r,,;j.. "2~.V; ",-\1-"VI \~ I ~ C.'" ,,~\veJ 
~«-cks ~ ~~ «().I\£lMlc.. f~~~ ~-\\tl~ o~ le>N\\MUI\\\'f S ' 

. New York and BusinessllNC 	 . 



We announced the formation ofa local New York City BusinessLINC coalition at a 
roundblible with David Rockefeller, Henry Kravis, the new Chase CEO Bill Harrison and 
other Ct)rporate and community leaders. I was struck by the importance that both the 
financi,~rs and those who had been in community development for many years put on 
equity i.nvestment, and on providing new market businesses with the opportunity to 
network with mainstream businesses and obtain business advice and information on 
market opportunities. Indeed, several people said that access to markets and expertise is' 
sometilnes more critical than access to capital, even if capital remains an impo~ant 
barrier for some. 

I was impressed with the number ofstories about mainline finance - from banks and 
other illstitutions - going into minority-owned and inner city businesses. Investments in 
one Hispanic entrepreneur's internet start-up had paid offriearly fifty to one, and people 
were mshlng to get in to the next round. (Ofcourse, most inner city businesses will not 
be ablc: to come close to meeting the expected rates of return that venture capital firms 
demand but the story was an encouraging one.). , 

Conclusions 

The challenge for us in spurring capital access is to catalyze private sector lending. and 
. investment in projects that are profitable but also would not have taken place without the 
public sector's intervention. Given the unmet demand for equity finance, I believe. that 

. the New Markets Initiative is properly focused on equity investment and technical 
assistance to new businesses, along with access to credit. The real test of-what we are 
doing with the New Markets Initiative will be whether we can sustain the flow ofcapital 
and the business connections that are now being made when the next downturn comes. 

Next Steps 

We are working with the NEC and your scheduling office to set up an event for you to 
announce that Peter Bijur, CEO ofTexaco, has agreed to chair a National BusinessLINC 
Coalifion under the auspices of the Business Roundtable. We will also announce the 
formation ofseveralloca1 BusinessLINC coalitions, building on our announcement last 
Thursday of the formation of the New York City coalition. We are also actively seeking 
co-sp)nsors for the New Markets Tax Credit, which we hope will be introduced soon. 
We also need to reach out broadly to the business community, both about the business 
opportunities in new markets and about how the New Markets Initiative, if enacted, 
would catalyze more private sector investment in these markets. 

CC: the Vice President; The First Lady; Secretary Cuomo; Gene Sperling. 
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Addendum: 

Accordling to the fonner head ofthe Upper Manhattan ~ the Harlem portion ofthe EZ 
has committed $125 million ofits $300 million (which includes $200 million from the 
state lUid city), and has disbursed $35 million. The EZ investments have generated 53.55 
ofpriviate and other investment for each $1.00 ofEZ funding. Funding is slower than '! 

expectled'due to a slow start organizationally, political processes, and the approval of ! 

some projects requiring up-front commitments, but slower disbursements. 

, I 
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ME!\IO FOR THE PRESIDENT 

FROM: Lawrence H. Summers 

SUB.JEef: New Markets: Report on VISit to Hzriem, USA and New York 
BusinessLINC 

lfarhrm 

Last Thursday, I visited Harlem, USA, a major retail and entertainment center under 
construction at 12Slb Street and Frederick Douglass Boulevard which has been supported , 
by the New York Empowerment Zone, Chase Manhattan Bank as part of its CRA-related 'I . 

activities, and other investors. I learned the fonowing, striking - to me - facts: . 

• 	 Within one square miJe ofthis shopping center is a populat'ion of360,OOO.: more than ! 
Cincinnati, our 45th largest city, Upper Manhattan as a whole is the size ofSeattle, the : 
2,21111 largest. 

• 	 lbere is no shopping mall in Harlem or - until recently - a major supermarket. Nor, I I 
.was told, bas there been any major retail construction in Harlem since :World War n. : 

• 	 lbe Harlem, USA project has been associated with some general economic revival. 
the mall is 80% leased and its major corporate tenants - never before represented in 
Harlem - will pay rents more than twice as high as rents in the area before the mall 
V{8S built. Local land priceshave risen up to five-fold in the last 5 years (as much as ; 
.tt~hnology stocks), and developers have had trouble purchasing even vacant lots. " [7' 

_----Otf)t1tA4f Y '., 
• 	 The mall- which will open before Christmas - was built' nancing ofS65 I. 

million, including an S11 million subordinated 10 m the Empowerment Zone. It ' 

will generate arqund Sl80.miUion in retail sale 60 percent ofwhich usually leaves ; 


.-.-Jl unit accordin to some studies. And it, should produce approximately SIS , 

.. ~ ~illion iii New York City sales tax collection . In other words, the public sector will :' 


()tlflv.IIrr~j be paid back in nine months oftax collections. ..,. . ' 

'. 	Roughly 600 new jobs are expected to come out of the project, and mall tenants have j 

a,greed to aHot 75 percent of slots to local residents. In 1990 - the most recent date ' 
fbr which the local rate has been calculated - Harlem's unemployment rate was 
]8.6%, three times the national average. 

In short,lIarlem right now appears to be a real emerging market, 'in the sense that capital i 

is trying to get in rather than out. Indeed. at my press conference an observer contrasted ! 

Harlem and all its new construction activity with the "poor and depressed" areas that you I 

were: visiting on your New Markets tour. I 

, New. York andBusinessLINC 

http:tlflv.II
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We atmounced the formation ofa local New York City BusinessLINC coalition at a 
roundtable with David Rockefe]]er, Henry Kravis, the new Chase CEO Bill Harrison and 
'other corporate and community leaders. I was struck by the importance that both the 
financ:iers and those who had been in community development for many years put on 
equity investment, and on providing new market businesses with the opportunity to 
netwclrk with mainstream businesses and obtain business advice and information on 
markElt opportunities. Indeed, several people said that access to markets and expertise is 
sometimes more critical than access to capital, even ifcapital remains an important 
barrier for some. 

I was impressed with the number ofstories about mainline finance - from banks and 
other institutions - going into minority-owned and iMer city businesses. Investments in 
one 'Hispanic entrepreneur's internet start-up had paid off nearly fifty to one, and people 
were Jrushlng to get in to the next round. (Ofcourse, most inner city businesses will not 
be able to come close to meeting the expected rates ofreturn that venture capital firms 
demand but the story was an encouraging one.). 

Conclusions 

The challenge for us in spurring capital access is to catalyze private sector lending and 
investment in projects that are profitable but aJso would not have taken place without the 
publi(: sector's intervention. Given the unmet demand for equity finance, I believe that 

, the New Markets Initiative is properly focused on equity investment and technical 
assistlUlce to new businesses, along with access to credit. The real test ofwhat we are 
doing with the New Markets Initiative win be whether we can sustain the flow ofcapital 
and the business connections that are now being made when the next downturn comes. 

Next Steps 

We are working with the NEC and your scheduling office to set up an event for you to 
annOlllI1Ce that Peter Bijur, CEO ofTexaco, has agreed to chair a National BusinessLINC 
CoaJition under the auspices of the Business Roundtable. We will also announce the 
formation ofseveral local BusinessLINC coalitions, building on our announcement last 
Thursday ofthe formation ofthe New York City coalition. We are also actively seeking 
co-spi:>nsors for the New Markets Tax Credit, which we hope will be introduced soon. 
We also need to reach out broadly to the business community, both about the business 
opportunities in new markets and about how the New Markets Initiative, ifenacted, 
would catalyze mOre private sector investment in these markets. 

CC: 'the Vice President; The First Lady; Secretary Cu~~o; Gene Sperling. 

'! 
! 
I 
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Adde:.dum: 

Accolrding to the former head ofthe Upper Manhattan EZ, the Harlem portion ofthe EZ 
has cc>mmitted 5125 million of its 5300 million (which inCludes 5200 million from the 
state :md city), and has disbursed 535 million. The EZ investments have generated $3.55 
ofprivate and other investment for each 51.00 qfEZ funding. Funding is slower than . 
expeCted d\1e to a slow start organizationally, political processes, and the approval of . 
some projects requiring up-front commitments, but slower disbursements. 

I. 
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DEPARTMENT OF THE TREASURY 

• 	
WASHINGTON 

.ACTION 

MEMORANDUM FOR SECRETARY ~U~ 

THROU'I>H: 	 Nancy Killefer rJ I .IJI 
ASSIstant Secre{a.rY ~~agement 
and Chief Financial Officer 

David Wilcox 1>tJ 
Assistant Secretary for Economic Policy 

FROM: 	 TheodoreN. C~~~ 
Deputy Assistant Secretary 
Management Operations 

. Lynda Y. de la Viiia,(V/ 
Deputy Assistant Secretary for Economic Policy 

Michael S. Barr ~ 

Deputy Assistant Secretary for Community Development Policy 


SUBJECT: 	 Treasury Initiatives to be Announced at the BusinessLINC Roundtable 

SUMMARY:. 

On June 5, 1998, Vice-President Gore announced the BusinessLINC initiative to encourage large 
businesses to mentor small businesses in order to enhance the competitive capacity of small, I 

minority, and women-owned businesses, particularly those located in economically distressed; . 
areas. The Department of Treasury and the SBA were requested to co-chair the initiative. As;a 
result, two Department ofTreasury initiatives have been developed: a BusinessLINC website; 
created by Economic Policy in coordination with SBA and Success Partnerships designed bY; 
Economic Policy and Management Operations. The framework of Success Partnerships, a , 
business development and procurement initiative, is outlined in this memorandum . 

.. 
Success Partnerships is a program that adds a business mentoring dimension to the current small 
businesH prime contracting and subcontracting activities of the Department. A three-phase ' 
approach, piloted over a three-year period, is envisioned: 

http:Secre{a.rY
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a. 	 I Pbase 1 (FY 1999): features a Treasury/SBA partnership in which firms already 
designated by the SBA as 8(a) contractors, serve as Treasury prime contractors. In this I 

phase, the 8(a) prime contractor would be mentored by its partner, typically a much larger 
firm. 

b. 	 Pbase 2 (FY 2000): features a mentor-protege program (similar to those in place at other 
federal !:j.gencies) with agreements between a large or small prime contractor mentor and 
an eligible small business protege. 

Co 	 Pbase 3 (FY 2001): focuses on small businesses located in economically distressed areas 
by having Treasury join the federal HUBZone procurement program, on September 30, : 
2000 (to be incorporated into the programs cited in Phases I and 2). 

This program will help the Department meet our small business prime and subcontracting goals. 
As you ar'e aware, there is significant concern in the small business community regarding the 
ability of small firms to win government contracts due to streamlined procurement practices and 
contract bundling. The Department of the Treasury has notestablished a mentor-protege 
program. Given the Department's increasing role in small business advocacy, and as the lead 
agency promoting the BusinessLINC program, we are recommending the Department establish: 
Success Partnerships, a mentor-protege program. All aspects of the program have been vetted· 

. by the Ofl[ice of the General Counsel and chief procurement officers and small business 
specialisui of all Treasury bureaus. 

We also believe that we must do more in the future to ensure that the Department's small 
business activities are supported at the highest levels. Therefore (for your information), you WI,lI 
soon be presented with a memorandum to the Bureau Heads for your signature which announc~s 
their 1999 procurement goals and directs them to review their existing procurement structure to 
ensure small business activities are supported at the highest levels. ' 

,.,
ACTION FORCING EVENT: 

The Depattrnent of the Treasury co-chairs BusinessLINC with the SBA. On December 16th. theI 
Vice President will convene a CEO Roundtable where the CEOs will discuss their company's : 
efforts to form relationships with small businesses and announce new company initiatives relat~d 
to mentor-protege issues. It is conceivable that you may be asked about current Treasury . 
procuremj~nt practices and about innovative Treasury initiatives in this area. 

I 
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RECOMMENDATION: 

. i 

That the Department of the Treasury create Success Partnerships.~ A Treasury Mentor.Protege 
Program and proceed with a public announcement ofthe Department's intention at the 
December 16th meeting ofthe Vice President's CEO BusinessLINC Roundtable. 

/ 
______DisagreeV· Agree . Let's Discuss--------' 

. cc: Deputy Secretary Summers 
Assistant Secretary Gensler 
Kenn~~th Schmalzbach. Office ofGeneral Counsel. 

Attachmeilt 



SUCCESS PARTNERSHIPS 
Tine U.S. Department of the Treasury Mentor-Protege 


Program (Three-Phase Approach) 

A Summary Docuoient 


Proeram Purpose Success Partnerships is a voluntary program designed to: 

• 	 provide small business development opportunities consistent with the lessons learned in the 
BusinessLINC initiative ' 

• 	 increase the participation of small businesses, small disadvantaged businesses, women-owned: 
small businesses, and small businesses in historically underutilized business zones (HUBZone) as 
.Tr'easury contractors and subcontractors 

• 	 provide develo~mental opportunities in conjunction with the SBA's Mentor-Protege and 8(a) 
programs 

• 	 provide non-monetary incentives to Treasury prime contractors to provide developmental 
assistance that will enhance the capabilities ofsmall businesses 

• 	 foster the establishment of long-term business relationships between small companies and 
larger prime contractors 

The Department of Treasury is sponsoring a three-phase approach to Success Partnerships to be pilote~ 
over a thre:e-year period: 

Phase t (liY 1999): features a Treasury/SBA partnership in which firms already designated by the SBA 
as 8(a) contractors serve as Treasury prime contractors. Under this phase, the 8(a) prime contractor ' 
would be mentored by its partner, typically a much larger firm. 

Phase 2 (liY 2000): features a mentor-protege program (similar to those in place at other federal 
agencies) with agreements between a large or small prime contractor mentor and an eligible small 
business prote'ge. 

Phase 3 (l1'Y 200t): features a focus on small businesses located in economically distressed areas bas~d 
on the application of the federal HUBZone procurement program to Treasury, as mandated by statute, (,)n 
September 30, 2000 (to be incorpo~ated into the programs cited in Phases I al,ld 2). 

Treasury Benefits 

Benefits tOt the Department of the Treasury include, but are not limited to: acquiring ar:t expanded base bf 
qualified small businesses; obtaining more competitive pricing on procurement opportunities resulting in 
cost savings; and achieving a potential increase in small business program goal accomplishments. ' 

I 



" phase 1; fE!atures a Treasury/SBApartnership to use the 8(a) program and SBA's mentor-protege 
prol:ram ti()[ developinl: 8(a) firms, 	 ' 

(a) 	 Phase I will be implemented through a Memorandum of Understanding between Treasury and ' 
SBA. 

(b) 	 Thl~ SBAffreasury Success Partnerships Phase I program is designed to encourage approved 
mentors to provide various forms of assistance to eligible participants. This assistance may take 
the form of technical and/or management assistance; financial assistance in the form of equity ; 
investments and/or loans, as well as assistance in performing prime contracts with Treasury in the 
form ofjoint venture arrangements. The purpose of the SBArrreasury Success Partnerships 
rehltionship is to enhance the capabilities of small companies, and to improve their ability to 
corn pete successfully for contracts with Treasury. Primarily, Phase 1 serves as a prime 
c01.rtracting assistance tool. 

Measureme:nt of Prol:ram Success for Phase 1 

Program performance will be measured by: 

(a) 	 An increase in the quality of the technical capabilities of the protege firm. 

(b) 	 An increase in the number and dollar value of contract and subcontract awards to protege firms I 

sinc'e the time of their entry into the program (under Treasury contracts, contracts awarded by I, 
other Federal agencies and commercial contracts.) ,i 

(c) 	 An increase in protege contracting and subcontracting activity in industry categories in which 
these firms have not traditionally participated. 

, (d) , In aecordance with SBA's procedures, the 8(a) protege firm shall submit to SBA an evaluation of 
its Dlentor-protege relationship as part of its annual busine,~s plan with a copyto Treasury's Offi~e 
of Small Business Development 

Phase 2; features a mentor-protege prol:ram (similar to those in place at other federal agencies) 
with agreenlents between it large or small prime contractor/mentor and an eligible small business 

, prated· 

(a) 	 Phru;e 2 will be implemented through a Treasury supplementto the FAR. This is a formal rule ! 
making process requiring notice in the Federal Register, opportunity for public comment, review! 
by the Federal Acquisition Council and publication as a final regulation in the Federal Register. ' 

(b) 	 Proposals submitted by Success Partnerships teams in response to a Treasury solicitation will be' 
eligible for some evaluation points as part of the subcontracting plan evaluation in accordance 
with applicable SBA subcontracting regulations. A source selection evaluation factor or subfactor 
may be added to benefit small disadvantaged businesses (SOBs) in competitive negotiated 1 

procurements in the SIC Major Groups as provided in federal procurement changes effective 
January I, 1999. Primarily, Phase 2 serves as a subcontracting assistance tool. 

2 



'. ' . Special Requirement! for Phase 2 

Application and Agreement Processes 

Firms interested in becoming a mentor firm must apply in writing to the Department of the Treasury's 
Office of Small Business Development. The proposed process for mentor-protege participation will be 

outlined in the Federal Register announcement. 


Measurement of Proeram Success for Phase 2 


Program performance will be measured by: 


(a) 	 An increase in the quality ofthe technical capabilities of the protege firm. I 

(b) 	 An increase in the number and dollar value of contract and subcontract awards to protege firms 
sinc';: the time oftheir entry into the program (under Treasury contracts, contracts awarded by 
other Federal agencies and commercial contracts.) 

(c) 	 An increase in protege contracting and subcontracting activity in industry categories in which 
those firms have not traditionally participated. 

. '. . 	 i 

Additiona)]y, a written "lessons learned" report will be required from mentor-protege participants, with i 
details outlined in the Federal Register announcement. 

Phase 3; features a focus on small businesses located in distressed areas based on Treasu[)"s I 
. I 

anticipated .participation in the federal HUBZone procurement program on September 30. 2000 (to 
be incorporated into the programs cited in Phases 1 and 2). 

The HUBZone procurement program will be incorporated into the program on 'September 30, 2000. 
Phases 1 and 2 will continue. . 

In Phase 3, Phase 1 procedures wi11 continue with an emphasis placed on 8(a) firms located in 

HUBZones. 


! 
In Phase 3, Phase 1 procedures will continue with an emphasis on protege firms located in HUBZones. 

3 
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Dear Mr. Vice President: 
• ,:.." I 

At the first White House Business and Entrepreneurial Roundtable on Community Empowennent 
in June 1998,\you, called together business executives from across the COlUltIy to highlight the I 

tmtapped economic potential ofour distressed urban and rural.communities. You also announced. 
the CUnton Administration's BusinessLINC initiative -- Learning, Infonnation, Networking and ! 

Collaboration - to encourage large busineSses to link. with and advise small businesses, , 
particularly in distressed areas. You asked us to ~ out this initiative and to report back to you I 
at the next Roundtable on the ways in which the Federal government can "collaborate with the I 

private sector to support such business linkage programs and promote beSt pra~ces in this area."! 

I
Small! businesses are critical to job growth and the economic competitiveness ofthe United 
State:;, but too many ofthese firms, particularly those in economically distressed areas, lack 
suffic:ient expertise in critical areas and, in addition, cannot access the networlcs of infonnation 
and resources that larger bWiinesses operating outside these areas utilize. 

We are pleased to present you with this repoIt. In preparing the report, we brought together a 
groul) ofchief executives of large and small corporations and held a series ofsix regional 
meetings aroUnd the country to learn about best practices. We uncovered a wealth ofexamples I 

that show how private-sector efforts can help our nation's small businesses grow. The report 
documents how these business-to-business relationships can benefit not only small firms, but also 
the larger finns providing advice .. Larger finns report, for example, that smaller finns can help I 

them. to reach new markets, partner with agile companies, build a strong supplier or 
subcontracting base, and improve the communities in which their businesses are located. 

We identify effective strategies businesses seeking these relationships Can pursue. By employing 
thesc~ strategies, and using local intennediary organizations to bolster their efforts, corporatiOD$ ! 

can reach an array offinns, including those in economically distressed communities, to their ;, , 
mutual benefit. We encourage businesses to learn &om the examples discussed in the report, and 

to e'cplore ways in which the lessons learned could be applied to their own business practices. 


Although the report focuses on how the private sector can expand BusinessLINCs, we also . 

belic!ve that government can play an important role in catalyzing these effoIts. The Small 

Business Administration has several programs in pIace-tliat would allow small finns the 

opportunity to benefit from·the expertise of larger ones. With the release ofthis report, SBA and . 


. I 

the Treasury Department have both committed to expand our support for private sector : . 
BlisinessLINC efforts, as discussed in the Executive Summary. We look forward to continuing; 
to work under your leadership on this initiative. We strongly believe that such business-to- ' 
busmess relationships will be ofenonnous benefits to large and small finns, and to our national' 
ecolnomy, in the years and decades ahead. : 

Azet'A. 

Robert E. Rubin Aida Alvarez 
Secretary ofthe Treasury Administnitor, Small Busine 



,L... LCc. .... ..., ( 

G" rrl.4~J~BusinessLINC Draft Rubin Quote: . 	 i 
! 

-In today's economy, small businesses.need inf9r.M_n, access to resources and personal 
contacts necessary to compete successfully. said Secretary Rubin. -Through BusinessLINC 
strategies, larger companies can contribute to their own success ~ su orting the economic i 
growth of smaller businesses. particularly those in eConomically distressed areas. • ' 
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Office of the Vice President 
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For Im.lncdia:tc Rciease 	 Can'tnet: 
WedDe5;day, December 16, 1998 	 (101) 456-7035 

VICE PUSIDEl''T GORE k"'"NOUNCES 

l"EW PUBUClPRlVATE PARTl'lIERSHlP oro l!d.~COURAGE 


L'frREPB&"'IfElJRL.-\L GRO\,\-'TH A.~ DE'VELOPM:E~'T 


OF "ElfERGISG MARKETS" IN OlJR Dll\"ER CITIES 


Washington, D.C. - Vtee President Gore announced today new private sector ; 
eommitracnts to snpport Business' INC, a n:w partnership between the F:de:ral Govcrtml.Clt and 
AmeridL'S business community to en~ private sedor b1lSines.~ to worlc with small I 

businessl owneJ:S a.u.d entrepnmeurs, especially in the "emezg:ng ~.. in America's c,ities and 
In distressed areas. 

The Vice President made the announcement at ;1 meeting with Treasury Secretary Robert
• 	 I 

Rubin, Small Business Adm;mstration (SBA) AdlIrinistrator Aida Alvar=z. and Cl:!O's from 
leading ,American c.Orporations and small businesses. BusiI:.essLlNC stands for Learning, 
Information, Nctwcrki:ng. and Collaboration. . 

"Our ecnnomy today is new stronger than it is has been in a generation. As. a result, 
'. 	 businesses all across our :aa1ion are being pro..sented with new oPPOr1:I.miti=s to invest in emerging 

markets rigb.L hen: at hom~ in America," lh~ Vice Pru..siul:I1l:r.uu. ""Bwrin~l:ILINC C'~ upun ; 
A:nerlca's large businesses to tbrge new part:lerships with - and to mak:: a wise investro.e:lt h;
our small busiacsses a.a.d e.attepre.neurs so that both our laige and small buslo.esses will bccom~ 
more competitive in the new economy." .: 

~ro support the BusinessI..INC initiativ~ the V~ President mnounced a series ofnew ' 
Federal initiatives: 

• 	 lErUB.Zone Empowerment ContnctiD.g Program 
The Vice President. announced the implemenla1ion ufth= ntnY HUBZune EmpowCII:lenL 
Contracting program. Under this program, up to $7 billion in new Federal cOD.t:t'r.s wp1 
be targeted to small businesses a.o.d d.istn:ssed areas by the year 2000. In addition. it will 
,:viden the pool ofpotential C"OVemment cont:rac:orS a:r:d C':'eate a.'1 est:i:mated 25s0CO n~ 
jobs in over 7.000 dis1resseci commun:tles. : 

• 	 Departmen.t of Trc::LSury :md SBA )lentoring Progr:uns 
rae Vic: ?::side:.t aiii'OUIlc:a that both t::.e Trea.:>-urj Depart:::l~t aIle th= SEA ,;yo:l1 
,::reate mentor-protege progr"~. The Treasu....y Depart:::Hmt program - Success 
') • _\..~ '0 .:<, hI' , ... '" alL di -..I -'" "ilI'CIl:;:.I.;u.u?S - ww. e p m~e t.:.e pctwpaton OI m:l s..u.;.ymltag"'.... SIlO 
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I 
I 

~tdviCe, :fuJ.mcial and maagement skins, endorsc::lent crech"bilily. and one-atl-one adJce 
1hmllar.se companies. the SBA colIJ.l1:e.Lpart will seek to enhance the capabilities of I 
l,anicipants in the agency's 8(a) business development program., and to improve their ! 
ability to compete a:nd receive federal gcr,,-cmncntcont:'3Cts.l:1 addition, SBA will I 

c:xpand A~n~Angel ~~ E1ectro:alc N~Or') that helps link minority and. .i 
,:vomen owned busitlcsscs WIth. investment capItal (corporate SPOUSOlS ofthese b\Jsu::esses 
ute k:a.own as ItAngels"). .. ! 

I 

• 	 JBusillessI.INC Leadenbip CoalitioD I 
I 

~l'he Vice Pro..siden1 am1O'II1lCed the £Ormation of a BusinessLINC leadership =alition of 
taperts, c:omprised ofbath public lU!d private s~ r=prescx:r:tatives. The coalition will 
iiVOrk to expand bn&i:les3-to..flusiness relationships between large ai:d small bUSines.o;es/ 
lind will provide busines-ies with on;.line infon:::tatiO!l, rcsou.."Ccs, and a dm:s.base of . 
(:ompanieswith an interest inmentor or protege programs (www.treas.govlbusinesslin~). 

. 	 I 
I 

AtteDding the meeting with the Vice President a1 Lb.e White Bouse wc.c: rICSSW)' i 

SccretaJ.y Robert Rubin, SBA Administrator Aida Alvarez, and CeO's from McDonald'Sy B~ 
Atlantic:, RankBoston, Chase ManbaLtan Bank. GE Capital. Sciericc App1ica.tions Intcmational, 
rrc Pe.i'Sonnel Services, Trumark Metal Stamping. Laze Technologies, and Delilah's. I 

... 

.Among the new prlV3te sector cotmnitments: 


• 	 :Bell Atlantic b2s committed S1.8 billion, thrpugh a partnc:rship with S"BA, to increase i 
pu.rcbasing and subcontracting with minority and women-owned businesses. I 

• 	 GE Capital has coDIDlitted. to expand its Small Busin~ Colleges, wbich offer businl 
advice to entreprenems in distr-..sscd ar-...dS, and to open a fifth college in St Louis as ,",*cll 
as a new pilot program forwome:n bnsmessO":¥"ll..AJ:S in Washington, D.C. I 

• 	 Science Applications International C01lloration (SATe) will execute joint markeLing I 

agreements with small businesses and support relationsrJps with sm.all businesses in tbe 
new H.UBZone areas 1 

I 
j 

Today's meeting. was tne second in a series of'W11ite Iiouse Bumr..t:S:S a.ud : 
En.1:r.:ptcncmial Roundtables that the Vice President bas held on different aspects of the role that 
the prl~13.te sector can play in ciues and distccssed coa.u::.ucities. . . . I· 

I 
. I 

. I 
At the.first mcctiag, held on June 5, 1998, tl::.e Vice Presid:mt announced several ne\V i 

private sector commitnents to invest in low-incc':':le commtmities by such corporations as Ptitet', 
Rite 4-\:U, PaUuIlatk. arid Bax:kBoston. Also at this :ne~..rig. the Vice President dlro..cted I 

(;, ..,.~0t3l""\! R·";"in. "'''d 'I ~"""'T-'s"""(cr "",.,-,!O ~", .... ~"::t " ;;"',.;"S· "'.:" ,."',,.; ""1"1 I .... .s...,.,:..,0'~ 0'"w ......... ,-	 <ltJ .....t.I .......... ...~~ ... " ....~ '-Uo ......... """...\0000_"'" ~ """"* .. _ """ ...... ""':;;;-""J...._ ._... _ .......,:::........ 


Busm;:ssLIS'C ar:.d. repcrt back to him. at the second R;YlT"'1ublc on ·1f·ay~ to cccrJinate ei!or.s to 
='COU::lgC largelrosinesses to worlc witl:. small busiI:.esseS, especially in di.st:ressed 2l'eas~ i 

http:prl~13.te
www.treas.govlbusinesslin
http:1hmllar.se


.. • ..., ....... .... .A.'" ._... ... • ..,. ..,... A""'" 
 1/1 OU., 

-.-. 


aVe:rsC=i the: A.dminist:3riOIl'S Communi~~Agenda, which includes a series of; 
initiatiVt~ to provide greatc:'l opponumly in, aDd expand the competitiveness of, onr distressed 
urban attd mral areas. An ~ part oftbc agenda has be:n to spur the private sectorto ~1ay 
agr:atex'role in these mas. 

! . , 

i. 
I 
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~i BusinesslJNC ... 

I 
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I 

Learning, Information, Networking and Collaboration 

Business-to-Business Relationships ',.i 

that Increase the Economic 
Competitiveness of Firms 

i 

A Report to Vice President AI Gore 

December 1998 
• I 

Presented at 'the 

Second White House Business and· 

Entrepreneurial Roundtable: 

'New Opportunity, A Stronger Economy , 
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.DEPARTMENT OF THE TREASURY 

WASHINGTON, D.C. 20220 

June 23,1998 

ACTIO.MEMORANDUM FOR THE SECRETARY· 

',~
Through: 'John D. Hawke, lr. \ 

Undersecretary, Domestic Finance 

From: 	 Michael S. Barr tlJ? 
Deputy Assistant Secretary 
Community Development Policy 

Clifton G. Kellogg ~ . 
Senior Policy Advisor 
Community Development Policy 

SUbject: 	 Statu~ Update on BusinessLINC: Learning, Information, Networking and 

Collaboration 


Summary . 

Since the June 5 roundtable hostedby the Vice President, SBA Administrator Alvarez and 

yourself, and at which the BusinessLINC Initiative was announced, we have made significant 
 I 

progress in firming up the workplan for the .next few months. This memo provides an update ory 

the regional meetings and on the CEO group that would review the BusinessLINC report. We i 


, would wekome any comments or suggestions, and in partic~lar, we request your thoughts on t~e 

CEO candidates. . '. . . I 


! 
I 

Several Treasury staff are working on this initiative. Cliff Kellogg is quarterbacking the effort. I 


Sarah Fordney handles the CEO work. Lara Muldoon ofEconomic Policy will provide the key 

authorship role, and Melissa Schroder (our summer intern) is responsible for the background 

research arId 10~S. " 


I.fyou agre~e will begin to issue invitations, in order of priority, to CEOs from the attach~d ! 
st. ' 	 I. II 11 
, 	 ~ we: s ~i'" 

Agree Disagree ... It.. J' ... r~ IA. 
~ ,.." I'. ...."rl-,,·tc. ...< 	 i 
~ tt:.wI '«IRegional Meetings 	 ,. I. 

, 	 c .. M/ ....7 '-vcr ;r. ,Op 

· t: j ,.,.... t I ...;" (.J/,.... 
As we nott:d in our earlier memo, we.are havin~ regional meetings t~ help gat~er b~st p:actices I", ~ e...«tx; 
and to spre:ad the word about mentonng strategies. Each of the regional meetmgs IS bemg I~ / 

. I '" ~ 
I M~.c:r. 

I 
I 
I 
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organized by a different federal agency, though Treasury is providing oversight and continuity for' 
all the sessions. The dates, locations and hosts for each of the meetings are spelled out below: . 

Date 	 Event Location . Organizer Host/Site 
June 5 	 VP's.lSl Roundtable White House 

mid.Ju~y 	 Business Liaisons Washington Treasury 

July 9 	 Los Angeles Regional DOD TRW 
Emphasis: Subcontracting 
• Automotive 
• . General Contractors 

• DOD Mentor-Protege Program 
. i 

July 29 	 Chicago Regional SBA Bank of America 

Emphasis: Peer Groups I Boards of Advisors 

• Franchising 
• Distributorships 

August 5 	 Dallas Regional Treasury Dallas City Hall 

Emphasis: Technical Assistance' 

• Telecommunications 
• Existing Mentorship Programs in Dallas Area 

August 19 	 Cleveland Regional SBA Cuyahoga Comm'y : 
Emphasis: Classroom training College 
• Financial institutions 

Sept 10114 	 New York City Regional SBA Chase Manhattan? 
Emphasis: Role of financial institutions 
• Software 

\ . 
• Fashiqn & Textiles 

Sept / Oct 	 CEO Group 

VP's 2d Roundtable Washington OVP/Treasury 

Issue Final Report 


Potential CEO Candidates for Working Group. 

We are seeking your input on the membership of the CEO Group. This group will comment on: 
the draft report and will meet just once at the Vice President's late September I October 
roundtable. In selecting candidates for the CEO Group, we have sought to balance geographic ; . 	 , 
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representation, large and small companies, minority- and women-owned companies, and a mix of 
industries. We have divided the top candidates (all of whom have been vetted by the White 
House) int() the following sectors: 
1. Financial institutions (2) 
2. COllsulting companies (1) . 
3. Manufacturing / Wholesaling (1 ) 
4. ServiCes (1) 
5. SmaIl companies (2) 
6. Franchising (1) 

. We would also like to enlist three non-profit sector organizations' involvement, because they 
have substantive knowledge that would improve the report itself, and because they are key to the 

. I 

post-report: work of spreading the lessons learned and encouraging the private sector to adopt : 
these practices. They are: . 

• Mic:hael Porter, Harvard Business School and Initiative for a Competitive Inner City 
• Paul Grogan, Local Initiative Support Corporation 
• . Tom Donahue, U.S. Chamber of Commerce 

In total, this could be as many as ] 1 people on the CEO group and as reviewers. Many ofthese: 
candidates are interested in the Initiative, but if we are unsuccessful in recruiting them, we may 
ultimately reduce the size of the group. 

1. Financial Institutions (2) 

Gary Wendt 
CEO, GE Capital 
Background: Mentor 
GE Capitairuns a Small Business College, providing both academic-style lectures from small 
business experts and mentoring from senior GE executives. The program specifically targets 
minority-owned and small businesses. The program runs independently of their small business 
lending, but many businesses take advantage of both the lending and mentoring programs. , 

I 
I 

Walter Shipley 
, 
1 

. IChairman & CEO, Chase Manhattan , 
Background: Mentor 

Chase Manhattan operates several small business assistance programs, some in partnership with, 

local community groups. While many banks offer pre-loan application assistance, Chase has 

recently begun also offering its borrowers technical assistance after receiving a loan. 
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, I 

David Coulter 
Bank ofAmerica 
Background: Mentor 

Serafin Mariel 
New York National Bank 
Bronx, NY 
Background: The bank personnel provide informal mentoring l-on-l to small business owner~. 

2. .consultiDi: Companies (1) 

William Stasior 
Chairman and CEO, Booz Allen & Hamilton 
Background: Mentor 
Booz Allen & Hamilton currently serves as a mentor to five protege companies that were 
awarded a contract with the Defense Information Systems Agency. The company provides 
protege companies with technical assistance, expanded sub-contracting opportunities, access to 
Booz-Allen resources, long-term strategic relationships and mutually beneficial teaming , 
opportunities. 

Stephen]. Rohleder,· 
Managing Partner, Anderson Consulting 
Background: Mentor 
Recommended by DOD. Through Rohleder's leadership the firm as participated in DOD's 
mentor-protege program since 1995 and as one protege, Information Control Systems. 

3. .&1lanufacturing I Wholesalini: (I) 

Carlton <Guthrie 

CEO, Tntmark Metal Stamping 

Lansing, Michigan 

Background: Mentor. 

Mr. Guthrie is on the board of the Runners Club, and serves on Ford Motor's minority supplier: 

council. Trumark is a $55 million metal fabrication supplier to automotive companies. 


Terry Stinson 

CEO, Bell Helicopter 

Fort Worth, Texas 
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Background: Mentor 
Bell Helicopter participates in the DOD mentor-protege program and is considered a superior 
company in this regard. 

Ron W.lladdock i 
Presidenl and CEO, FINA, Inc. i· 

! 

Dallas, TX 75221 \.; 
IBackground: Mentor 

FINA, Inc. is a $4.5 billion oil and petroleum company that participates as a mentor in the 
"Advanci!d Mentoring Program" of Dallas. FINA mentors P.N.I. Distributions, a small 

. I 

minority owned entrepreneur, by providing financial, administrative, technology and business- l 
, 

strategy ~:upport. 
, 

I 
I 

Dave Binlg 
President, Bing Metal Products 
Background: ? 
Bing is a mid-sized metal fabrication supplier to automotive companies. We are unaware of any 
mentoring activities in which it may participate. i 

i 
4. S.1~tYices (1) 

Robert A. Rosenberg 
Executive Vice President and General Manager 
Science Applications International Corporation (SAIC) 
Background: Mentor company. 
As a company owned by its 32,000 employees, SAIC places high importance on assisting smalf 
and disadvantaged companies. SAle reserves 40,000 stock options annually for employees 
with strong performance in assisting small suppliers. SAIC is recognized as a leader in all the 
federal agency mentor-protege programs (DOD, Energy, FAA, EPA). SAIC has expressed 
interest in migrating its best practices from its government divisions (where mentor-protege was 
encouragl~d) to its wholly commercial' divisions. 

Livia Arnaiz 
President and CEO, GEM Technology 
Background: 
Gem Tec;:hnology is a woman owned 8(a) engineering firm based in Florida with a mentor based 
in Louisi~ma. Gem is mentored by DynMcDermott Petroleum Operations Company. 

Sylvester F ormey 
President and CEO, Vanguard EMl 
Background: 
Vanguard is a environmental remediation company based in Savannah, Georgia mentored by 
Westinghouse. . 
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Huu Dinh 

President, American Technologies, Inc I 


Background: ! 

ATI is an 8(a), environmental, energy and technical services company recognized by Knoxville; 

First and Future as one of the 25 fastest growing companies' in East Tennessee. ' 


Harry T. Marren 

FDC Technologies 

Bethesda" Md. 

Background: 


, I 

Recommended by FAA. 	 i 

Knox W. Tull 
Jackson and Tull, Chartered Engineers 
Washington, D.C. 
Background: , 
Recomm(mded by NASA and SBA. Mr. Tull has informally mentored several small businessd 
and business owners. Jackson and Tun also benefitted from various Mentoring relationships 
with other companies, as well as formal government programs. 

Dr. Ramen P. Singh ' i 
Dynacs Engineering Company, Inc. 

\ 
Palm Harbor, Florida 

Background: 

Recipient ofNASA Certificate of Appreciation at the NASA Mentor-Prote~e Conference in 

August 1997. 


Fran Folk Marcum 

Micro Craft 

Background: Protege and mentor company. 

Ms. Marcum was a panelist in NASA's 1997 Mentor-Protege Conference. 


Diane C. Creel 
CEO and President, Earth Tech, Inc. 
Long Beach CA 
Background: Mentor company. , , 
Earth Tech, a global engineering and environmental technology company, works with small and 

\ 	 disadvantaged firms to develop contracting opportunities for federal engineering and technology 
projects. Under Diane Creel's leadership, the firm was awarded the 1997 DoD Nunn-Perry , 
Award. This award recognized Earth Tech for outstanding achievement in its role as a mentor. , 

i 
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5. . Small Companies (.2) 
. I 

Diva Garza 
President, ITC.Personnel Services 
Houston, TX 
Background: Protege company. i 
ITC Personnel Services is a small (34 employees) company that links businesses with temporarY 
and full-ti.meemployees in technical and service industries. Ms. Garza's company has been 
extensively mentored by large corporations such as Exxon, EDS (Electronic Data Systems) and; 
GTE. Last year, ITC Personnel Services grew from $13 million to $17 million. 

Lydia Gutierrez 
President, Casa Hacienda Foods 
Detroit, Michigan 
Background: Mentor company. 
Casa Hacienda Foods produces Tortilla snack foods and is located in the Detroit Empowerment: 

. Zone. Her company employees 20 people. Ms. Gutierrez mentors start-up small businesses and 
has been featured in many national magazines highlighting her small, minority business : 
involvement. 

Albert C. Black, Jr. 

President and CEO, ON-TARGET Supplies & Logistics 

Dallas, TX 

Background: Protege company. 

ON-TARGET Supplies & Logistics isa small company that is located in the inner-city of Dall~ 


and employs 52.people. Under the guidance oftwo large mentor corporations, EDS and Texas; 

Instruments, ON-TARGET Supplies and Logistics expanded from a $1 million computer paper; 

supplier to a $15 million distributor of copy and computer-room goods and services. I 


Tom Lazo, Sr. 

President/CEO, L TI 

Dallas, TX 

Background: Protege company . 

L TI, Inc. is a 16 month-old company. meritored by DSC, Inc., a telecommunications 

corporation. L TI, Inc. _. in a three-party agreement with DSC and GTE -- manufactures "Light I 

Span" a tt::lecommunications product that increases the capacity of data transmissions through 

office phone lines. LTI is locatedin Southern Dallas and makes concerted efforts to hire 

locally. 
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Wanda Martinez 

President and CEO, Dean Ryan Consultants & Designers Inc. 

Los Angeles, CA 

Background: 

Dean Ryan Consultants & Designers is a Los Angeles based, $3 million 


. architectural/engineering consulting firm that employs 31 people. 

Pettis Norman 
President, P.N.L Distributions 
Dallas, TX 
Background: Protege and Mentor company. 
P.NJ. Distributions is a Dallas based, protege company supplying whole-sale fuel to freight [ 
operators. The company began operations in 1989 and currently employees 95 people. P.N.L ~s 
mentored by FINA, Inc., a $4.5 billion oil and petroleum company. As a participant in the 
Dallas Together Forum -- an advisory forum focused on minority economic development issues 
-- P.N.I. Distributions began mentoring three small companies in January, 1998. 

6. Franchising 

Jack Gre'~nberg 
McDonald's 
Oak. Brook, IL 
Background: Mentor 
McDonaJd's is involved in business assistance programs both for its suppliers and its I 
franchisees. On the supplier front, McDonald's has encouraged its tier one suppliers to provid6 
"internships" for protege minority executives. This program has lead to the creation of Qualiti 
Croutons, Damron Teas and Brooks Sausage. For franchisees, McDonald's pre-training and . 
ongoing support has consistently been given high marks. 

,I 
. 	 I 

I 



TREASURY CLEARANCE SHEET 	 Nn ____~_____ 
Da~ ______~,------

. • • 	 j 

MEMORANDUM FOR: G9 SECRETARY 0 DEPUTY SECRETARY 0 EXECUTIVE SECRETARYi 
o ACTioN 0 BRIEFING 0 INFORMATION 0 LEGISLATION 
o PRESS RELEASE OPUBLICATION 0 REGULATION 0 SPEECH 
o TESTIMONY 0 ornER 	 I 

FROM: Michael Barr. nAS - Community Development Policy . ! 
'THROUGH: John D. Hawke, Jr., Under Secretary for Domestic Policy 

SUBJECT: Status Update on Bus:inessLINC; 	 I,earn1ng, Infgrmation, Neorork1ng 

REVIEW OF:FICES (Chec&n~~~~lP'gg~e~i~r 
IJ Vader Seaoetary f"" ADAlia· o Enron:emeat o Policy M.usellle~t 

o DomMLic Flu.CIt 	 OATF o SchedullaK : o Eeoaomlc Policy 	 OClUltama o Public Alr.inIILiaisoll 
On-I OFLETC o Tax Policy . , 

OFMS o Secret Senicc o Treasurer 
o P.blIc Debt 	 o Getaenl CoIa...1 OE&P o laapec:aer Geaeral o Mlllt 

[:) Under Secretary f"" laf.enlaiioAl Alralr, DIRS o Saving. Bond. 
o IDienllltioDAI AU.1n 	 o Legislative AClain 

OM.aaremeat . o Olher ___-+---'-_ 
DOCC 

I

INAME (PleueTypel INITIAL DATE OFFICE . TEL. NO. t 
INITIATOR(S) I 

Michael Barr DAS- Community Dev. Policy 2-001'6 
Clifton Kellogg Senior Policy Advisor 2-573:2 

, , 
REVIEWERS 

Kenneth Schmalzbach 

£i1V~6:!f:JJ 
~ 
~:1IL 

tpa/n: 
&~lfo 

,.J;... . ' 

. Assistant General Counsel 
~dmini~r~)'eneral Law) 

Bnl1fY.#. ' 

I 

! 

2-045'0 
, 

~28'3 
i 

I 

I 

~eg~~~~~ : . , 

I 

i 
I ,

1f5u#/kt;f1 ~~ 
/ , I 

I 
I 

SPECIAL INSTRUCTIONS 

PLEASE CLEAF. OFF ON THE ATTACHED BY 4:30P.M. TODAY (6/23) AND RETURN TO IRMA TU~ER 
IN ROOM 2415MT OR CALL 2-0016 FOR PICKUP. I 

. i o Review Officel' Date o Executive Secretary ~atei 

00 F 80.02.1 (04/89) 
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·.1;2000-SE~009482 

DEPARTMENT OF THE 	TREASURY 
WASHINGTON, D.C. 20220 

INFORMATION
September 26. 2000 

MEMORANDUM FOR: SECRETARYS~RS 

][)EPUTY SECRE~IZENSTAT 

THROUGH: Gary Gensler ~ . 
Under .Secretary fofD~estic Finance . I 

Lee Sachs \...o.JaJ> 
Assistant S~d;Ly for Financial Markets I' 

FROM: 	 Harry M. HaigOor%t$ . 
Deputy Assistant Secretary (Government Financial Policy) 

SUBJECT: 	 Announcement of CAIP Grant Awards 

The purpose of this memorandum is to inform you that the Community Adjustment and . 
Investlllent Program (CAlP) plans to announce shortly 18 grant awards totaling $6,000,000 to 
be made in 10 states: Arizona, California, New Mexico, New York, North Carolina, Oregon, 
South Carolina, Tennessee, Texas, and Washington (see attached table). We are developing a 
press release to announce the awards. t 

BACKGROUND: 

The CAIP is a program that provides financial resources to assist in the creation or 
preservation of private-sector jobs in United States communities that need assistance in 
,adjusting to significant job losses resulting from changes in trade patterns attributable to the 
North American Free Trade Agreement. In order to better serve these individual commuriities, 
the CAIP launched a grant and technical assistance program and expanded the areas eligible for 
CAIP assistance in March 1999 .. 

On October 15, 1999, the CAIP issued the first solicitation for grant applications for up to 
$6,000,000 in total grants to be awarded on a competitive basis for projects and programs that 
meet eligibility requirements. The solicitation specified that awards would be made in two 
categories: specific project grants and technical assistance grants. Specific project grants are 
made to or for a particular project or program designed to assist directly or indirectly in ~he 
creation or preservation of jobs in the eligible areas: Technical assistance grants are designed 
to assist cominunities in developing specific strategies, projects or programs to create or ; 
preserve jobs in the eligible areas. The solicitation also established the rules for submittipg 
grant applications and the rating factors by which the applications would be evaluated. I 

. 	 , 
I 



c, 
I 
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The CAIP received 136 grant applications from applicants representing 26 states across th~ 
country by the due date of January 17, 2000. The CAIP Finance Committee established a ! 
Funding Subcommittee composed of career employees with grant expertise from the six I 

agencies represented in the Finance Committee (the Departments of the Treasury. Agriculture, 
Labor, Commerce, and Housing and Urban Developme~t and the Small Business : 
Administration) to review a.:ld evaluate the applications and provide the Finance Committee 
with a slate of recommended grant awards. On August 1,2000, the CArp Finance Committee 
endorsed·18 grants to awardees located in 10 states. 

The endorsed grants include funding for specific job creation and retention projects and 
progranls and for technical assistance. The awardees of this first round of CArp grants exnect 

. , I 

to create or retain 4,129 private-sector jobs. The grant funds are expected to leverage I 

approximately $20 million in other private, public, and ~n-kind resources. Projects covered 
include micro-lending and enterprise activities, worker retraining and support of business ~ 

expansion activities for existing companies.' ! 

The NADBank CAIP Grant Program Office located in San Antonio, Texas will monitor the 
spending of the grant funds to ensure that the recipients complete the agreed upon projects. or 
programs. With the approval of the CAIP Finance Committee, the NADBank CAIP Grant; 
Prograin Office plans to issue a second solicitation for grant applications in the fall of this! 
year. 

Attachment 

-------------------_..... . 



APPROVED 8/01/00 

CAlP PROJECTS 


AZ Pima 

094-P I TX I Brooks. I Rio Grande 
Valley 
Empowennent 
Zone Corp. 

NY I Cortland I Cortland County 
Department of 
Employment and 
Training Grant 
Administration 

005-P . I TN I johnson I Eastrennessee 
. State University 

Cameron, Valley Initiative 
Hidalgo, for Development 
Willacy, and 
Starr Advancement 

I Establish reaional economic dev. 

Micro-enterprise loan program to 
'benefit displaced workers. Provide 
small business start-up and tech. 
asst., including classro( 
Job training for 
unemployed/underemployed workers. 
Offers long-term and short-term 
training at post-secondary institutions 
and 

I $97.855 

$450,000 

$248.329 

1$450,000 

723 

1200 

500 I $ 

I 108 I $558.150 

-I 164 ·1 $1,012,000 



.< 

APPROVED 8/01/00 

CAlP PROJECTS 


048-TA 

053-P 

A 

TX I EI Paso 1 ThA RAn::tnA Trpp I ~~;~~Iln nIA~ti~ mnlrlinn I !l;4~'n 000 150 I !l;2S0_000 

NC 

CA 

Southwest 
Border 
Region 

Halifax 

San Diego 

Halifax 
Development 
Commission 

Provide operating support for I $250,000 
established revolving $2.4 million loan 
fund. Used to perform due diligence 

320 

162 

I ~".-.--,._ I and provide tech. asst. I __.:..-____---L~ 

,129,000 



APPROVED 8/01100 

CAIP PROJECTS 


Linn 
Business 
Development 

I-:-::-:::-==:-_t-:-:-:-:-_-I-__-,--__-I-~C=enter who desire to establish businesses. I 086-TA I NM I Dona Ana- I Community Offers skilled textile arts instruction to $250.000 70 ... .,. .... ~ ~M 

EIPaso 

035-P NC 

OH-P !WA IFranklin 

--C.J 

Action Council of 
Southern New 

. Mexico, Inc. 

Harlingen 
Community 
Development 
Corporation 

ICitv of Pasco 

tech, skilled jobs, vocational 
counseling, and support. Two tiers: 1) 
post-secondary training for up to 2 
yrs. For healthcare or office tech.; 2) 
certification at a one yr. Program or 

1 Recruit displaced workers, give them 

I To ourchase and uoarade a buildina 

$201 

1·$450,000 

1 $225,000 

60 $1,302,500 

100 

180 

1200 

---------.-. ____ ._,..___... _n__ -=-1-



APPROVED 8/01100 
CAIP PROJECTS 

r-~~~~-~ 

~-~ 

-~~ 

tnstruction, training stipends, 
apprenticeships, and continuing ed. 

$6,000,000 4,552 $19,876,125 
--_._..... 

New Mexico Border Authority Pilot Project and Totals'with NM Project 

To train workers through a market 
driven approach to meet the private 

In Kind leveraging from 
Dona Ana Branch 

sector demands for a trained 
workforce. Workers that complete the 
training will have an opportunity for 
employment through the 
manufacturers alliance 

Community College 
through classroom 
space, Manufacturer's 
leveraging of facilities 
and salary contribution 
while training. 



1tj- c/'IO 1:,199 9 ~se- 00440'" The Deputy Secretary of the Treasury i 0 
~, . 

August 3, 1999 ' 

NOTE FOR LEE SACHS 
'::.: , Deputy Assistant Secretary for 

Government Financial Policy 

FROM: STUART'E. EIZENSTAT it 
SUBJECT: CAIP Memo 

[ would very much like to meet on the CAIP andi to 
try to push it forward. Let's meet ASAP. I agre~ it 
can help sustain support for a free trade agenda. : 

Attachment; 

cc: Holly Toye Moore 
'Karen Kombluh 
Carolyn Keene 

'j 

Room 3326 622·1080· 

: , 

; , , ~ .. 
" ; , . .. ' . .,..' ~~ :~..:: . -,.; :. ::'y, ':;'" 
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NOTE FOR LEE SACHS 
Deputy Assistant Secretary for 
G9vemment Financial Policy 

FROM: STUART E. EIZENSTAT jt 
SUBJECT: CAIP Memo 

I would very much like to meet on the CAIP and to 
try to push it forward. Let's meet ASAP. I agreeiit 
can help sustain support for a free trade agenda. 

Attachment 
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cc: Holly Toye Moore' 
Karen Kombluh 
Carolyn Keene' 

Room 3326 
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DE:?A:RTi'llEN7 Ot THE TREASURY i 

WASl-iINGTON, r::M:. 2C220 ~ ;~AJ.. 
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March 26. 1999 

MEMORANDUM FOR SECRETARY RUBIN JL- i1
DEPUTY SECRETARY SUMMERS 

I ... ,;t .", ...'" ' ..... l ::~ :,~ 
THROUGH: ~ 

. 	 Assistant S . . ~ . -t; -r~ 
Ymancial Mark' 1· . I· 

.... : . . . eL,~J,,~~~ ~ '4.~ 
... :'-~~:--.:~- . .::~OM:---:-_:_-	 ..__ .... -.---.~_.sachs~ .....----·---~"·~7?-J J~:----.. '-:-:--:::

. . Deputy Assistant Secretary , 
Government Fmancla1 Policy. S v l,.;1.:;-.......,'\1 J..... J....'T- ......7 

' I - 1, I 
IP 'C. .. t _,••~ '{j,

SUBJECT: Expansion ofthe Community Adjustment and Investmei1t • 
Program (CAIP) ~l c.Jt, .... ~ t., , .. k../S 

. '. ... '- -11.".,.1. -... r"~ ....."1) 
This memorandum addresses the question ofwhether to expand the mission ofthe:. • 

Community Adjustment and Investment Program (the "CAIP") beyond its original ~. J.t... 
mandate. To build support for our international trade agenda, we have explored the :'" ('.' 7 . 
possibility ofexpanding the CAIP beyond the NAFfA-affected communities to other ~, ) . 
areas experiencing significant trade-related job dislocations..Expanding the CAIP to I I a/ 

address temporary trade-related job dislocations beyond thoSe related to NAFf A would ttl!) c. v 
provide a proactive domestic response to a num~ ofthe issues raised by opponents of : ",..., Ir c: 
free trade. A successful program ameliorating sQ.l:ne of the short-term negative domestic : I J ~ 

. eife<:ts resulting from rising imports could help to stem protectionism and increase support! "'-I-... ......., 
., ._-'--_...... '·---fodhe·AdminiStration? s open trade policies.--Wlille weh8ve concluded that'therifs'i:'iieed";Z_'_UH -. . . 

. . 	 f~r Some.entity to play a .role as coordinator and catalyst to r,esP~nd t~ ~e-rela~ed : \.., ~~ 
disttess (m much the same way FEMA responds to natural disasters), It will reqwre furthe.: 'V ""'" 

exarnination to determine whether an expanded CAIP is the vehicle best-suited for this 14-(. ' 
PU1J,ose~ In this memorandum we will: I IJ'" "'" 

. .. ,,vJrc. 
(I). examine the lessons learned from our experience with the CAIP to date; .;. . 
(2) discuss the key components we would recommend for a more comprehensive program'~ • 

Ito address trade related distress; . J LJ_ 
(3) discuss the potential benefits and challenges of creating such a comprehensive i - T'<L 

Iprogram; and . ·0 • 	 ~ 
(4) explore whether an expanded CAIP is the appropriate entity to play such a role. JL.# R J) Q ft.#(.. 

~Jl.,~ 
la.c.ig" 

I 

r'......,.·V'e4..eA-.. 
I 

I , 

http:r'......,.�V'e4..eA


I • 
I 

.,;, , 

..
.. 

Baclqvound 

As NAFI' A approaches its five year anniversary, its impact on the US labor market 
appears to b~ on balan~ positive.1 .Despite an overall positive effect, however, certain ! 

communities have experienced distress due to NAFr A-related job dislocations. The CAIP' 
has belped to minimize such distress by providing direct loans and facilitating loans to I 
NAFTA affected comnnmities through existing USDA and SBA loan programs. To dat~ : 
the CAIP bas facilitated 1941~ in the principal amount of $147 million, creating or ,! 
retaining 5,214 jobs. By working with the CAIP director, the NADBank' s San Antonio : 
office. interested Congressional members and their staffs and other interested constituents,i 
we bave identified a nwnber ofadditional needs in such communities. . ! 

, . 
We ;U'e currently diversifYing the CAIP progriun 10. attempt to address.such needs by both I 
expanding the direct loan program and introducing a technical assistance and grant -I • 

._. _____ c_____.._ .... program._.Underthe current_CAIP.pro~ recent.direct Joans. include a financing . 
. . package developed in conjunction,with USDA for a shoe manufacturer, which saved 200 '. 
jobs and an upcoming project in EI Paso to attempt to aid workers affectecfby the recent ; 
Levii's plant closings. To launch our technical assistance and grant program, the CAIP i 

. will provide seed funding for an urgently needed job training program in Dona Ana, New i 
MeXico. As part ofthis project, .theCAIP also.is coordinating a mety ofother public 
and private resources to create an expanded training program and a permanent region
wide training facility for the displaced workers ~ this region. 

We believe an expanded CAIP couJd playa similar role on a broader scaie by serling as 
the catalyst for immediate action and the coordinator ofresources in response to other 
trade-related "emergencies". 

Lessons from the CAIP 

Whether the CAIP is expanded to serve as an effective catalyst and coordinator, or this 
function is housed in an alternative entity, thfee primary lessons from oUr CAIP I 

---··---==---=exp=-erlencesSfiomagwaeffiture efforts:··	 m-.-:-l..--=---'-_~-:-M •• '- ••• •••-..- - .... : 	 •• __ --------'-'--.-

(1) Federal funding from a variety ofsoutees requires better coordination on a communitY·. 
level . 

(2) Communities often require technical assistance and grants in addition to . loans : 
(3) Infrastructure is a vital component ofa successful assistance program .! 

(1) .Federal/tmdingfrom a variety ofsources reqmr6S i!!6llrl't1iJMti 

level: 
Our work with the CAIP has revealed that a number 0 '. encies have programs 
thaJt co~d potentially benefit trade affected communities. Unfortunately, there is no 

-I 

.i 
I 

I Study on the Operation and Effect ofthe North American Free Trade Agreement. USTR. For' 
further explanalion of the effects ofNAFT A OD specific manufacturing sectors. see Memorandum to the ! 
Sec:retaIy from Deputy Assistant Secretary DeLaVma dated February 3. 1999. I 

i 
. 	 I 

, 	 'j 
I 
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d 	 .... 
coordination among these programS. Any specific community or business may be aware ! 
ofone or more ofthe programs, but is unlikely to have the knowledge to determine which, 
of the myriad programs best meets its needs. On the government side, each program is 
operating independently with little coordination to ensure the most efficient use ofpublic , 
resources. 

(2) Communities often require technical assistance andgrants in addition to loans: I 
Many ofthe businesses and communities that experience trade-related job dislocation lack: 
the resources to take the preliminary steps necessary to propose a project that will create . 
or retain jobs. Even those ~ that develop a viable project proposal may lack 

. 	 . I
awa.l'eness offunding availability and/or the skills and resources to prepare a successful 
application. These businesses and communities need technical assistance to enable them 
to identifY job creation opportunities and assist them in devising project proposals that will 
be eligible for both public and private funding. ~ 

(3)~nfr~~a vitid-;;"_·if~~J's.if,/J~ce;~;;;",-:- '" 
One ofthe challenges faced by the CAIP has been its size. Because it is too small to' 
dev(:lop an independent infrastructure, the CAIP has had to identify partners with , 
established networks for evaluating loan applications and grant proposals and I 
administering its funding. The ability to create or access nationwide infrastructures is vi~ 
to the success ofany program that seeks to aid trade affected communities. : 

. Keys to expansion 
. \ . . " 	 , 

Based upon the lessons discussed above, we would propose the following keycomponent~ 
ofa more broad-based t.fa:de assistance program: 
• 	 :Focus the program on providing emergency assistance to communities in distress by I 

<coordinating the resOurces available from a variety ofsources (e.g. mobilize 
interagency resources to respond to trade related distress similar to the way that 
:FEMA coordinates natural disaster responses).2 

-Ensure the aVailability ofa variety oftypes offunding - including grants, technical. , 
-----.------.--assistance-aridlow:-..... to addiessthe array ci'fneoos facedby7ti'adeaft'ected-------"-·-········ . __ c~_.. _ .. 

communities; and . 
- EnSure adequate funding to develop a sufficient infrasttucture for provision ofthe 

sefvices that the expanded program promises; , 

Bellefits and potential cballenges ora broad~based trade dislocation response 
. I 

2 A similar coordiDation effort limited to the border region currently is under discussion through . 
an NEC process led by Economic Policy as pan ofthe BordeIplex Cooperation Initiative and the 
Borilterplex IDformation Network. 

--._...- - .~~------~--~--
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whether through an expanded CAIP or in an entirely new forum. Benefits ofcreating a 
comprehensive program to respond to trade-related distress include: . 
• 	 Creating a mechanism for rapid response to trade "emergencies" that currently does ; 

not exist. As demonstrated by the CAIP's recent work in Dona Ana, a staffdedicated ! 
to identifYing and reacting to trade emergencies coUld respond quickly and 
c:omprehensively. . . '. : .".... 

• 	 . no~stering support for open ~e policies h,Y pro~sing an effective~ ~identifiabl~ " 
rapId response to temporary distress that IOlght result from such poliCIes. . ~ 

• 	 170viding a flexible multi-agencycoordinator to develop appropriate long and short- ~l ~ 
tenn solutions that most effectively meet community needs and efficiently use I '" 

government resources. . 1"'\Jr.....,~ , 

Although such an entity would serve an important purpose, it would involve significant iq.l,1 (,;,/.',I . 
~~~s as well, including: . . . . . I' ~ ... 

.... ,., ...... ,0"--:-~" ,'lgnificant cost to assemble appropnatestaffand (feveloPnationalinftastructure "---i"-~-"--:-" 
~[ (.:althOUgh this would most likel? be l~ss cost1y than some ofthe more protectionsist i 1 !. 

proposals currently under consIderation). , : ~ 
• 	 Legislation to either change the CAIP or create a new entity. . ~1; 
• 	 Administrative challenges in coordinating funding from a variety ofprograms and 

t:onvincing many agencies to spend funding according to broader plan. ~ L.t.,. • 
CA]!P Expansion VI. Alternate Entity I 
Whether or not the CAIP is the appropriate foru~ for a FEMA-like trade respo~ vehicl'tr 
is a separate question. Arguably, the CAIP itselfwould benefit from the expansion --l---1 
because it would become more relevant to the current "post-NAFfA" eoonomic ' 
environment by broadening its focus. Additionally, the current structure ofthe CAIP, : 
with its multi-agency Fmance Committee, does encourage multi-agency participation and i 
cooperation. Fmally, since Treasury serves as the Chair ofthe CAIP Finance Committee, i 
we would likely playa leadership role in an expanded CAIP. This may be a benefit I 

beci!~we w~uld~ have the ability to ensure the effectiveness ~fthe ~gram and its-+-;_____ 
. ,::"_L ..... -. _:-,·-,~':::::-=ong()ing relevance to the trade-debate.-----,.. , ..----.- ....... _--....... _.._-.- _." ..._,.- '" - .. --,!,~,-... , ... 


On !balance, however, unless Treasury wants to playa leadership role in coordinating sucn 
a tnlde response effort, the CAJP may not be the most effective vehicle to provide such I 

assistance. Despite recent significant progress, the CAIP historically has encountered 
diffi.culties in fWfilling its more limited NAFfA related mission. This may create some : 
negative affiliations in the minds ofsome constituencies. More substantively, the CAIP's! l:fir- «. y.t',J

Cun1mt structure may be ill-suited to expansion. The CAIP was created in conjunction . : 
with·NAFTA and is closely linked to the NAD Bank, ajoint Mexico-US effort that is i 
simiilarly limited to addressing NAFfA-related issues. This'affiliation would have to be : 
J'ee)wnined were the mission ofthe CAIP to expand. Additionally, the CAIP currently has 
only two employees, limited outreach capabilities and no nationwide infrastructure. , 
FmalIy, Treasury may not be the most effective chair ofan entity that is likely to require aU'.' " I,. .... l 
nationwide credit infrastructure and a field staffofservice providers. This function might 

, . 
. 	 . I 

i , 
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be more appropriately served by another agency that already has involvement, experience, : 
and some sort ofestablished infrastructure in these areas. 

Nat Steps 

Before proceeding with a CAIP expansion or the creation ofa new entity to address trade! .' • 
emergencies, we would need to address a number ofimportant issues. Specifically, we 
would: . 

• 	 f·Urther assess needs and objectives: An analysis ofneed would help clarifY the 
objectives ofan expanded community adjustment program, including whether the 

. program would focus on community adjustment, provide transiticinal training, 
assistance, operate as a coordinating mechanism for ~ther agencies, or serve some 
combination ofthese fimctioos. 

.~-...,." - _.... ,., ... 
• 	 E:va1uate potential benefits and beneficiaries: We would analyze whether the program 

would have political benefits as a pro-active response to temporary trad&-related 
dislocations, particularly in thOse areas or segments ofsociety bearing the. short-term 
costs oftrade hberalization. We would also explore the potential savings of I 
government resources from improved coordination, and examine the unmet needs of I 

tl'ade-affected communities that a rapid respoIlSt\ comprehensive program might better I 
address. 	 . I 

I 	 . .. , 

• 	 . Estimate the likely demand for such aprom: This analysis should be fairly detailed : 
regarding likely budgetary hnpacts, the relationship ofthis program with other 
adjustment programs, and the design ofeligibility criteria, ~hich would largely define I 

tbe budgetary impacts. < 

• 	 Develop options for CAIP expansion and/or creation ofa new entity: The design and 
OJst ofeither program would vary Ii great deal, depending on its objectives. 

:_____~Expan~g the CAlP would require a_~rk!!!g o£its missiq~ 8!lA~ strugtw.:~.'________ 
«-:---'--" ·-----Both. options create a need for infrastructure development:-:We would assess and--< "'-- 

o)mpare the costs ofthe two options, including their comparative benefits and 
diisadvantages. 

Despite the challenges an expanded CAlPor other trade response enti.ty presents. we 
believe it is worth taking these 8dditional exploratory steps because ofthe potential to . i 
better address concerns arising out oftrade dislocation. We would like to continue 
workinge'mic Policy and the Department ofLabor and begin working with 
OAS1[A, . C d other appropriate agencies to take the steps o~ above. Our 
goal woul understand existing trade assistance programs, assess the . 
additional commitlllent ofresoui-ces an expanded CAIPor alternate trade assistance entity i 

would require, and begin tc? develop a more specific proposal for your approval. : 



1'.,' 
," ' 	

The Secretary' of the Treasury 

April 29, 1999 

NOTE FOR LEE SACHS 
: 

FROM: BOB RUBIN 

I think this idea ofinstitutionalizing response to trade 
dislocation is a very good idea. Substantiveiy, but may be 
impossible practically and politically (though may not); 

Dorothy Robyn at NEC had has experience with this in NEC 
context. I agree that NAD Bank wouldn't be the right vehicle. 

Page 3 - Benefits and potential challenges ora .;. 

Right. 

lage 4 - Second b!llllet Point 

This is right in substance~ politically it doesn't seem to help. 

Fourth Bullet Point 

, By almost infinite multiples. 

Last laragraph 

' .. ; 	 Agreed. Agreed 


Attachment 
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DEPARTMENT OF THE TREASURY 

WASHINGTON, D.C. 


December 1~ 1997 
SECRETARY OF THE TREASURY 

INFORMATION 
MEMORANDUM FOR THE PRESIDENT 

FROM: 	 Robert E. Rubin ~f\.-.-.-
--., 

SUBJECT: 	 EI Paso, South Texas and the NADBank Community Adjustment 
and Investment Program (CAJP) 

DATE: 	 November 24, 1997 

On November 20 and 21, 1997 , Treasury coordinated two days of events that highlighted the 
Administration's trade adjustment efforts. The first was a series of site visits and discussions with . 	 . 

Congressman Ruben Hinojosa (0-TX), SBA officials and business and community leaders in 
Hidalgo County, Texas. In the context of discussing his support for Fast Track, Congressman 
Hinojosa also infonned Chamber of Commerce members that you would be visiting the. District . 
within,the next few months, and that there would be visits from Secretaries Herman and Slater, a$ 
well as Veterans Affairs. The second was a day-long public meeting of the Presidential Advisory. 1 

Committe(: for the U.S. Community Adjustment and Investment Program (CAIP). To maximize' 
impact of the second event, Treasury worked with Congressman Silvestre Reyes (0-TX) and i 
Mayor Calilos Ramirez to include community and business leaders. Treasury also coordinated the 
participation of other Federal agencies focusing on trade adjustment issues in EI Paso and 
nationwide, such as Labor, Commerce, Agriculture and the Small Business Administration. We I 

believe that this public session was the first for senior Administration officials collectively . 
representing a number of the core agencies addressing trade adjustment issues, which together w!th 
Secretary Herman's recent visit to EI Paso, demonstrated a proactive commitment to address the,se 
~es. 	 ~ 

, 

Both days in South and West Texas were productive. The sessions were received positively by ! 
attendees and participants, and publicized in these communities the important work being done by 
the Administration. It also demonstrated our concern and commitment. At the same time, Federal 
officials learned first-hand about the economic problems of these areas, while providing Federal, I 

state and local officials with some suggestions for future partnership arrangements. We believe t?at 
the business community and public are encouraged by the CArP. They, and Congressman Esteban 
TOITes'(O-CA) Chiefof Staff, also expressed support for the proposed additional $37 million for 
expanding the activities ofthe program to provide technical assistance, micro-lending and grants: 

. 	 : 
We will follow-up these sessions with other Administration oilicials to ensure that the program 
works as designed. We are also considering arranging additional public sessions in other trade I 

affected communities. 	 \ 

Attachment 



• Federal Representatives: 

• Mozelle W. Thompson, Principal Deputy Assistant Secretary, Tr~asury 
• Peter Necheles, Senior Advisor, Treasury 

• John Gray, Associate Deputy Administrator, Small Business Administration 

• Jeanne Sclater, Deputy Associate Deputy Administrator, Small Business 
Administration 

• Carlos Mendoza, RegionaJ Director, SwaB Business Administration 

• Arthur Campbell, Deputy Under Secretary, Agriculture 
• Steve Levy, Supervisory Program Analyst, Agriculture 

• Phil Singennan, Assistant Secretary, Commerce 
• Pedro ~ Regional Administrator, Commerce 
• Len Smith, Regional Administrator, Commerce 

• Irasema Garza, Secretary, National Administrative Office, Labor 
• John M. Robinson, Deputy Assistant Secretary, Employment and Training 

Administration, Labor 
• Joe Juarez, Regional Administrator, Employment and Training Administration, 

Labor 

, 
\. November 14, 1997 
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Panel Listu 

1. Cmnmunity & Labor Pand 

Acci6n El )'aso 

Carmen Contreras 

Exe:eutive Director 

Action EI Paso 

Montwood National Bank 

7744 North Loop 


. El Paso, TX 19915 
(915) 779-3727 FAX (915) 779-3966 

La Mujer Obrera 

Cindy Arnold 

La Mujer Obrera 

2120 Texas Avenue 

EI Paso, TX 7990 1 

(915) 533-9710 FAX (915) 544-3730 

EP CentraJ Labor Union 

[Name will be provided] 

Vice President 

1924 Gateway East. Suite 204 

EI Paso, TX 79915 

(91~i) 594-8691 FAX (915) 594-8694 


Willie VaJazquez Intitute 

lliCMdo Castanon {invited} 

Assistant, New Economic Strategies 

1712 West Beverly Blvd.; Suite 201 

MOlltebello, CA 90640 

(2D) 728-5613 FAX (213) 728-1020 


November 14, 1997 Page~ 
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2. BasjPeJs Papel 

El Paso Chamber ofCommerce 

WesJurey 

President and CEO 

EIPaso Chamber of Commerce 

10 Civic Center Plaza 

EI Paso, TX 7990 I 

(915) 534-0537 FAX (915) 577·9916 

Lending Institutions 

Gerardo (Jeny) Romero 

Vic:e President andCRA Officer 

Norwest Bank EI Paso, NA . 

221 N. Kansas 

EI Paso, TX 79901 

(915) 546~216 FAX (915) 546-4254 

South EI Paso Redevelopment & Revitalization Association 

Tanney Berg· 

EX(lCutive Director 

South EI Paso Redevelopment & 

Rc}vitatization Association 


507509 South Oregon St. 

EI Paso, TX 79941 

(91S)532~519 FAX(915)532~511 

Levi Strauss Foundation 

Annette Morales 
C01Dmunity Affairs Manager, Western District 
Levi Strauss Foundation 
1440 Goodyear 
EI Paso, TX 79936 
(91.5) 594-5288 FAX(915) 594-5376 

November 14. 1997 Page ~ 
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3. Madem;' Panel 

EI Paso Community College 

Dr. Adriana Barrera 

President 

Ell)aso Community CoUege 

919 Hunter 

EIl'aso, TX 19915 

(91 S) 594-2112 FAX (915) 594-5024 


I 
IUniversity ofTexas at EI Paso 

Dr.. Tim Roth 

Business School 

Unillersity of Texas. EI Paso 

College ofBusiness Administration 

EI F'aso, TX 79968 

(915) 747-5245 FAX (915) 741-6282 

Dr. Tom Fullerton 
Business Sc;hooJ 

I 

University ofTexas, EI Paso '. 

College ofBusiness Administration· 
EI Paso, TX 79968 
(915) 747~7747 FAX (915) 747·6282 

Dr. Dennis Soden 

School ofPublic Policy 

Uni;/ersity ofTexas, El Paso 

College of Business Administration 

EI Paso, TX 79968 

(915) 747-·5514 FAX (915) 147·5400 

November 14, 1997 
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4. lAg. and State Goycmm~nt Pand 

Mayor's office 

John Edmonson 
COllsultant to Mayor Carlos Ramirez 
.2 Civic Center Plaza 
EI )'aso, TX 79901 

. (915) 541-4437 FAX (915) 541-4501 

J 

State Senate 

State Sen. Eliot Shapleigh {invited} 
800 Wyoming, Suite A 
EI Paso, TX 79902 
(91.S) 544-1990 FAX (915) 544-1998 

-' 

State House 

State Rep. Norma Chavez {invited} 
6070 Gateway East, Suite 508 
EI Paso, TX 79905 
(915) 778-9960 FAX (915) 778-4065 

5. CAIP Panel 

NADBank 

Hug;h Loftus 
DirE!ctor of the Los Angeles Office 
North American Development Bank 
13191 Crossroads Parkway North, Suite 275 
City of Industry, CA 91746-3435 
(562) 908·2100 FAX (562) 908-2110 

i 
November 14. 1997 Page 6 
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Treaswy . 

. Peter NecbeJes 
Seinor Advisor, Govenunent Financial Policy. 
U.S. Treasury Department 
1500 Pennsylvania Avenue, Room 2415 
Washington, DC 20220 ' 
(202) 622-2139 FAX (202) 622-0265 

Agricultur,e 

Ste:veLevy 
Supervisory Program Analyst, Rural Development 
U.S. Department ofAgriculture 

14th and Independence, SW 

WBlShingtOn, DC 20250 

(202) 720-5044 FAX (202) 720-5114 

Small Business Administration 

Jeanne Sclater 
Deputy Associate Deputy Administrator 
U.S. Small Business Administration 

409 3rd Street, SW 

Washington, DC 20416 

(202) 205-6657 FAX (202) 205-0617 

Carlos Mendoza 
District Director 
U.S. Small Business Administration 

10737 Gateway West, Suite 320 

EI Paso, Texas 79935 . 


. (915) 540-5676 FAX (915) 915-540-5636 

j 
I

November 14, 1997 Page 17 
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6. Otber Federal Efforts (Commerce & Labor) 

Department ofLabor 

10hn M. Robinson 

Deputy Assistant Secretary 

Employment and Training Administration 

U.S. Department ofLabor 

200 Constitution Avenue, NW 

Washington, DC 20210 

(202) 219-6050 FAX (202) 219-6827 

Joe Juarez 

. Regional Administrator 

Employment and Training Administration 

U.S. Department ofLabor 

525 Griffin St., Room 317 

Dallas, TX 75202 

(214) 267-8263 FAX (214) 267-5113 

Commerce 

Pedro Garza . 

Regional Director 

Economic Development Administration 

903 San Jacinto, Suite 12 t 

Austin, TX 78701 

(512) 916-5463 FAX (512) 916-5613 

Len Smith 

Regional Director 

Economic Development Administration 

915 Second Avenue, Suite 1856 

Jackson Federal Building 

Seattle, WA 98174 

(206) 220-7660 FAX (206) 220-7659 

November) 4. I 997 Page 8 



I 
I 

, I 
I I 

- I 

ADMINISTRATION HISTORY ApPENDIX I 
i 

CHAPTER FOUR: INCREASING ECONOMIC ! 

OPPORTUNITY' 

.. COMMUNITY! 
: l 

I 

I i' 
I I 

DEVELOPMENT· 

! 

, ! 
, 

I
I 

I ' 

FINANCIAL! .. 
, i 

I I 

i 

INSTITUTIONS 
, I 

, I 
I ! 

.FUND CDFI i . 

I 
i 

I 
I 
! 

j , 

. I 
i ' 

I i ' 
I 

. ! 
I 



1'9"98 - BE - 0 02 2 51 

DEPARTMENT OF THE TREASURY 

:WASHINGTON, D.C. 

ASSISTANT SECRETARY 

February 19, 1998 

. MEMORANDUM FOR SECRETARY RUBIN 

THROU(;H: 	John D. Hawke, JrlSI 

Under Secretary 

(Domestic Finance) 


Linda Robertson /$/ 
Assistant Secretary 
(Legislative Affairs and Public Liaison) 

FROM: 	 Jaime E. Lizarraga 

Deputy to the Assistant Secretary 


Sarah Fordney 
Director 
Business and Public Liaison 

SUBJECT: 	 Legislative and Public Outreach Strategies for Reauthorization of the Community 
Development Financial Institutions Fund (CDFI) in the second session of the 10~th 
~~ I 

DISCUSSION: 

As set out in the enacting statute (the Riegle Community Development and Regulatory 
Improvement Act of 1994), program authority for the CDFI Fund lapses at the end ofFY '98. , 
The House Banking Committee plans hearings on CDFI reauthorization either in late-March or I 
early-Apl;l, depending on when they receive the Administration's legislative proposal. A draft Of 
the legislation has been prepared by the General Counsel's office and open policy and legal issu~s 
will be resolved as quickly as possible. The House and Senate V A-HUD Appropriations 
Subcommittees also plan hearings on March 5 and March 12, respectively, on the 
Administration's FY '99 budget request of$125 million.· 

A basic problem for upcoming hearings is the minimal understanding by Members and Hill staff:of 
the program and limited knowledge of the changes implemented by the Fund in the last year to . 
address c:oncems raised by Rep. Bachus and .others. In fact, congressional staffers' description~ 
of the program tend to reflect misperceptions gleaned from press accounts ofevents that occurred 
last year. CDFI also competes for scarce resources with other programs in the V A-HUD i 
appropriations account, such as HUD's community empowerment fund, which is being 
aggressively pushed by Sec. Cuomo. Misperceptions about the nature ofthe CDFI Fund and· 
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concerns that it duplicates existing HUD programs may be used to argue against reauthorization i· 
and fun funding. 

To addres.s these challenges, this memorandum discusses· 

. I 

• 	 prospects for CDFI reauthorization in the cUlTentpolitical climate, 
• 	 a legislative strategy for your and other Treasury officials' involvement in the 

reauthorization and appropriations process, arid . l 

• 	 a public outreach strategy for your involvement, and that of other Treasury officials, in 
informing outside constituencies ofmanagement and lother changes to strengthen the 
Fund's operations. 

1. REA1UTHORIZATION AND APPROPRIATIONS 

Backgrofmd 
I . 

During 1997, the CDFl Fund was subject to much congressional scrutiny, primarily from Rep. 
Spencer Bachus, Chairman of the House Banking Subcommittee on Oversight and Investigation:s. 
The issues associated with Rep. Bachus' investigation, and aseries ofupcoming oversight reports 
will playa significant role in the CDFI reauthorization debate. From aU indications, Treasury's, 

I 

efforts tl) address these issues 
.. 

will be significant factors in the reauthorization debate. According 
to staff !;ources, there is a possibility of additional criticisms from Rep. Bachus based on 
interviews his staff recently held with disgruntled former CDFI officials. . 

The Adtninistration's FY '99 request for CDFI is $125 million. During last year's House floor i 
debate over FY '98 Appropriations, Reps. Bachus, Miller, and Foley sought to freeze CDFI • 
funding at its FY '97 level of$50 million, primarily as a reaction to the Bachus investigation. An 
agreeml~nt was reached between these Members and VA-HUD Appropriations Subcommittee : 
ChairmilD Jerry Lewis (R-CA) which conditioned full funding on Treasury's actions to address· 
concerns regarding the program's mismanagement and excessive payments to contractors. WlVle 
the House approved the Administration's request, Senator Bond's version of the bill eliminated 
funding for the program. With the support ofReps. Lewis and Stokes, the Conferees eventually 
agreed to fund the program at $80 million for FY • 98, and added report language limiting , 
payments to expert consultants. 

Use ofContractors 
. 	 . I 

Shortly before the House vote on the VA-HUD Conference Report last summer, Chairman LeWis 
promised Rep. Bachus on the House floor that he would join him in requesting that the CDFI ! 
Fund limit the amount of payments to all contractors. To meet this commitment, Chairman Lewis 
and Ra.nking Member Stokes wrote to you last October requesting a plan outlining the Fund's' \ 
needs for consultant services, the method by which these services will be procured, and CDFI':s 
efforts to control costs. Under Secretary Hawke res,?onded on your behalf The letter expres~es 
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the Department's commitment to reducing the Fund's heavy reliance on contractors for basic " 
program functions, while ackilowledging that the seasonal nature of the Fund's awarding processi 
makes it important to find the appropriate mix ofcontractor and employee support. (See attached 

, ! 
letter.) 

Further congressional criticism of the program will likely focus on the use ofcontractors, 

particularly the use of the 8(a) minority business set-aside program (a procurement program 


, administered by the SBA which promotes contracting with m~nority~owned firms and has many i 
congressiCinatcritics). CDFI hired application reviewers through the 8(a) program primarily 
because it is an efficient method ofhiring contractors for short-term services. An additional 
feature of the 8(a) program is that there are no restrictions on the rates that you can pay 
individuals hired through the program. In previous correspondence to you, Rep. Bachus ' I 

criticized the Fund for the high rates paid to contractors hired under the 8(a) program -- which 
greatly exceeded standard government salaries. In a House floor statement, Rep. Bachus cited i 
the example ofa contractor who was paid $215,000 in the space' of 15 months for management: 
consulting services. As a result, congressional criticisms of these past practices of the Fund are: 
likely to continue. ,Further, Rep. Bachus has alleged in press releases that the f<?rmer Director a~d 

, Deputy Director promoted cronyism by bringing in contractors with whom they had prior ' 
business imd personal relationships. 

, Chairman Lewis' staff raised questions about the progress made in addressing many of the issue~ 
raised by the Bachus investigation. To avoid a protracted House floor battle similar to last ' 
summer's, Chairman Lewis' staffhas indicated that he would like to ensure that Rep. Bachus' 
concerns are addressed before the VA-HUD Appropriations bilI reaches the House floor., 

Reports 

Over the next couple of months, we expect several reports to be issued that may contain 

conclusions critical ofthe Fund. 'The reports include: . 


• 	 House Banking Oversight Subcommittee Report. Rep. Bachus' staffis putting togetheTj a 
report critical ofthe Fund that will include impressions gathered from interviews with I 

former staff ofthe Fund. Minority staff will have the opportunity to attach their views. ! 
However, the limited staff resources ofthe House Banking Committee Minority may lead 
them to request the Administration's views with an endorsement letter attached. The 
timing on the release of the report is uncertain, but we expect it to be within one month. 

. 	 "i 

• 	 XPMG Financial Audit. An upcoming financial audit cond~cted by KPMG will be , 
incorporated into the CDFI Annual Report. The audit report should be final the last w~ek 
ofFebruary. An unqualified audit opinion, which the CFO expects to receive, will give 
significant credibility to the Fund as we educate Members and their staff .about positive 
.;hanges in the program. i 

! 
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• 	 Impector General Report. This report will in~lude, like the Bachus report, information o~ 
cOlltractor-related issues. The report is expected within one month. 

• 	 GAO Report. This report is statutorily mandated and will focus on the performance of the 
Fund -- specifically the speed ofdisbursements and the effectiveness ofthe performance : 
measures the Fund uses for awardees. GAO is likely to provide constructive criticisms of! 
the: way in which the Fund performed both of these functions. The report is expected to ! 
be released in early-May. Senate Banking Committee staff indicated that GAO would be, 
asked to testify at a reauthorization hearing, ifone is held. I 

Carryover Balance 

CDFI currently has a carryover balance from FY'97 of$35 million and expects to cany over $2~ 
million from FY '98 to FY' 99. The estimated carryover from FY '99 to FY 2000 is $56 million.. 

. House appropriators raised concerns over these actual and projected unobligated baJances, 
arguing that it is difficult to justify an increase in appropriations when the Fund is unable to 
manage and obligate funds it has already received. In meetings with appropriations staff, we 
discussed the fact that the Fund receives two-year appropriations, and plans its programs and 
activities over two:'year periods. In addition, we explained that the Fund takes two years to 
conduct a funding round and to disburse awards. For these reasons, the carryover amounts are .. ; 
eventually spent and do not lapse. While the staff seemed to understand and accept the reasons. 
for the carryover, this issue could pose a challenge in securing the Administration's request of 
$125 million. 

Additional Issues Raised By Senate Staff 

Meetings with Senate staff over the last few weeks have served to reaffirm the need to educate 

key Senators (particularly Sens. Bond and Mikulski) ofTreasury's efforts to institute sound 

managemt'mt practices, as well as to demonstrate the positive impact the Fund has had on ' 

communitnes. The education campaign is critical in the next few weeks. The following are 

some issm~ raised in the meetings: 


• 	 a belief that the program was oversold to Members during last year's appropriations 
hearings.. Staff contend that Kirsten Moy's testimony that the program was achieving 
impressive results was misleading, given that only one CDFI program disbursement had I 
been made at the time of her testimony. .. ! 

• 	 staff contend that the elimination offunding by the Senate last year was due, in large part,: 
to the questionable practices ofthe former Director and the former Deputy Director. . 

• 	 reservations were expressed about the concept of CDFI. One staffer stated that the 

creation of financial institutions limited to community development works against the 

concept of"mainstreaming" commercial banks into low-income areas. 


• 	 the belief that there is no evidence ofthe program's impact, and there are dangers to 

ovrerfunding a program with no proven track record. 
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In our meetings with Members and staff, we have introduced CDFrs new management team, 
outlined the changes implemented at the Fund to strengthen internal controls and accountability, i 
notified them of the upcoming issuance ofa notice for the third round ofCDFI and BEA awards,: 
and provided specific examples ofthe program's benefits to.communities and individuals. 

Recommendations 

• 	 We recommend pursuing a dual strategy seeking to pass a reauthorization bill in the 
House, where CDFI has many supporters and a better chance ofpassage, while 
simultaneously working with the Appropriations Committees to secure full funding for the 
Administration's budget request. The advantage ofpprsuing reauthorization is that . 
hearings on the House Banking Committee allows CDFI to dispel Members' 
misconceptions ofthe program and to inform them ofthe many improvements in the 
Fund's management and operations. The disadvantage is that certain Members on the 
House Banking Committee Majority may seek to thwart a program favored by the 
Administration. 

• 	 A CDFI hearing on the House V A-HUD Appropriations Subcommittee is scheduled for 
March Sth. According to an Appropriations Democratic staffer, your appearance at last 
year's CDFI Appropriations hearing in the House generated a "reservoir ofgood wiD" 
towards the program. We have scheduled your appearance at the March 5th House VA- i 

HUD Appropriations hearing to give a brief opening statement and to introduce Director: 
Luzar, ; 

• 	 We recommend that you call Reps. Vento and Roukema and seek their active support for 
CDFI reauthorization once Treasury has submitted proposed legislative language .. Rep. i 

Vento may agree to sponsor the Administration's bill and we are seeking support from : 
Rep, Roukema to be a cosponsor. Roukema and Vento are Chair and Ranking Member of' 
the House Banking Financial Institutions Subcommittee, which has jurisdiction for CDFI : 
reauthorization. : 

• 	 We recommend that Department officials make telephone calls to Members of the House: 
Banking Subcommittee on Financial Institutions to gain cosponsors for the i 
Administration's CDFI reauthorization bill. 

• 	 Week ofMarch 2: we recommend that you telephone Sens. D'Amato and Sarbanes on 
importance ofreauthorizing CDFI prior to Under Secretary Hawke's scheduled meeting 
with Sen. Sarbanes on Mar. 4 and prior to his meeting (date pending) with Sen. D'Amato. 
Prospects on the Senate side are not as clear. One-third of the Senators on the i 

. Committee, including Chairman D'Amato, are up for reelection and, according to Senate; 
staffers, the Committee's legislative activity will likely be kept to a minimum. 

• 	 We recommend that you calJ Members on authorizing and appropriations Committees at: 
the time ofbill mark-ups. ! 

• 	 We recommend that you appear before the Congressional Black Caucus and the 
Congressional Hispanic Caucus to discuss CDFI. Rep. Maxine Waters, Chair ofthe Black 
Caucus, is a strong voice on CRA and on increasing investment in distressed commu.nities, 
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Additional Legislative Outreach 

Under Secretary Hawke and Director Lazar have conducted, and will continue to conduct, a 
series ofbriefings on Capitol Hill with the goal of informing Members and staff ofCDFI's . 
authorizing and appropriations Committees on recent improvements to the operation and 
management ofthe Fun~. The following activities have been completed or are pending: 

House Reauthorization 

• 	 Under Secretary Hawke and Director Lazar: briefed Rep. John Lafalce, Feb. 11. 

. 	 I 

• 	 Director Laiar and Legislative Affairs: completed briefings of staff for Rep. LaFalce and 
Rep. Gonzalez on upcoming House Banking Commit~ee reauthorization (week of Feb. 
2nd). 

• 	 Under Secretary Hawke and Director Lazar: met with Rep. Vento, Feb. 12. 

• 	 Under Secretary Hawke and Director Lazar: scheduled to meet with Rep. Roukema, Feb. 
25. 

I 

I 

• 	 Urider Secretary Hawke and Director Lazar: briefings for Members of the House B~g 
Financial Institutions Subcommittee (dates pending). . ! 

Senate RE!QUthorization 

• 	 U~gis)ative Affairs and Director Lazar: briefed stafffor Sens. D'Amato and Sarbanes on! 
CDFI reauthorization. I 

I 

I ,'. 	 Under Secretary Hawke and Director Lazar: meetings with Sen. Sarbanes, Ranking 
I 

Member on the Senate Banking Committee, pending for March 4 as follow-up to your 
telephone call. We are a1so working to schedule a meeting with Sen. D' Amato. 

• 	 Under Secretary Hawke and Director Lazar: meetings with remaining Senators on 
Banking Committee, pending for week ofMarch 9th~ 

House Appropriations 

• 	 Under Secretary Hawke and Director Lazar: meetings with Chairman Lewis (scheduled; 
fcir Feb. 23) and Ranking Member Stokes (Feb. 23).. ' 

• 	 Director Lazar and Legislative Affairs: briefed Chai~an Lewis' and Ranking Member 
Stokes' staff on VA-HUD Subcommittee on FY '99 budget request. 
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-Under Secretary Hawke and Director Lazar: meetings with Members ofthe V A·HUD 
Subcommittee (dates pending). 

Senate Appropriations 

- Under Secretary Hawke and Director Lazar: meetings with Sens.Bond and Mikulski, 
Chainnan and Ranking Member ofthe VA-HUD App~6priations Subcommittee (pending), 

. " 	 . I 
• 	 Director Lazar and Legislative Affairs: completed briefings (week ofFeb. 2nd) with staff: 

for Sen. Bond and Sen. Mikulski on VA-HUD Subcommittee on Administration's FY'99: 
budget request. 

• 	 Under Secretary Hawke and Director Lazar: week ofMarch 9, follow-up meetings with I 
VA-HUD Subcommittee Members. ! 

2. CDFI CONSTITUENCY OUTREACH 

We are in the process of organizing an intensive campaign to .educate our key constituency . 
groups. 

Background Materials 

To provide the basis for educating relevant parties on the HilI, in the press arid in key constituenCy 
groups, we will develop over the next week a number ofwritten materials, including the . ! 
~~~: . 

• 	 Fact Sheets on CDFI 
I 

• . K(~y Criticisms of CDFI and changes made to address them 
• 	 Pa.per on new team at CDFI I. 

I• 	 Success stories I 

I 

• 	 Pelsitive news articles 

Outreach 

We are in the process ofsetting up two briefings -- to be hosted by Under Secretary Hawke-
during the last week ofFebruary with (1) Community Based Organizations (CBOs), and (2) 
Washington representatives ofJarge banks. The last briefing would not only include 
representatives from major banks but also the major trade organizations such as the American 
Bankers Association and the Consumer Bankers Associations. These groups have their own 
community development departments with an understanding of the COFI program. 

, 

Director Lazar will meet with Mike Lapin, President of the Community Preservation Corporation 
(CPC), a 20-year-old non-profit mortgage lender specializing in financing oflo";"'· and moderatei 
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income housing throughout New York. Ninety-four banking institutions, pension funds, and 
insurance (:ompanies currently sponsor CPC, providing funding ofover $1 billion. Their 
Washington counsel has already stated that CPC would be very supportive ofCDFI. On February 
23, Direct()r Lazar is also meeting with ABA's Center for Community Development. . 

. 
-	 I 

We will abo try to educate a broader array of groups that care about low-income communitiesJ 
organizations such as those who recently attended the Rainbow Coalition event in New York, the 
NAACP, mayors, other advocacy groups, and think-tanks such as the Center on Budget and PolicY, 
Priorities. 

Speeches 
-	 . 

We have identified. four influential groups and their upcoming conference dates for speeches to: 
discuss CDFI reauth6rization. We have prioritized the groups and divided them among you, Deputy! 
Secretary Summers, and Under Secretary Hawke. I 

I 
I 

Secretary Rubin: 

1) John Taylor,National Community Reinvestment Coalition (NCRC) invited you 
-to be the keynote speaker at its 1998 Annual National Conference, on March 18-20, 

1998. We strongly recommend that you accept. 

Yes ____ No ____ Let's discuss --- 
2) 	 The Association for Enterprise Opportunity's (AEO) eighth annual conference and 

membership meeting will take place April 22-25, -1998. The conference theme is 
Mici"oenterprise Works When We All Work Together: A Blueprint for Public-Private 

_PartnershipS. We recommend that you accept. 

Yes _____ .No ____ Let's discUss 

Deputy Secretary Summers: 

3) 	 The National Council for Urban Economic Development, a coalition of9 urban 
economic development organizations, invited you to speak at a Washington briefing: 
Financing Economic Development and Attracting Jobs, March 1-3, 1998. They 
requested that you address the conference ofthe Board ofDirectors. These groups 
have a combined membership in excess of 13,000 people. We recommend that 
Deputy-Secretary Summers address this group. 
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Under Sec:retary Hawke: 

4) 	 TIle National Association of Affordable Housing Lenders (NAAHL) invited you 
to be the keynote speaker at their upcoming Southeast Regional Conference in Miami, 
April30.May 1, 1998. Over 200 lenders, housing sponsors, public agency officials, 
and other housing professionals will participate in this conference. Under Secretary 
is scheduled to address this group. 

Site Visits 

We think it would be useful to organize site visits to CDFI organizations. These events wou,d 
include Members ofCongress. representatives from appropriate banks, and community development 
organizations. We have prioritized the list of site visits and divided them among Treasury offici!*. 

. 	 I 

Secretary Rubin: 

1) 	 Nonprofit Facilities Fund, New York, New York. Its 130 borrowers range from 
arts and cultural fil.cilities, religious congregations' community service centers, health 
fhcilities and child care centers. Over $11 million in loans. have been made. NFF's 
capital comes from an equally broad range of investors, including numerous banks, 
foundations, other financial institutions including insurance companies, and several 
public entities. The CDFI Fund's $1 million loan will assist NFF in both its New York 
f:fforts and its geographic expansion. Senator D'Amato would be invited to attend. 

No ____ Let's discuss ____Yes -'-- 
,·1 

2) 	 l~nterprise Foudation, Baltimore, Maryland. In Bodtimore we would like to work with the 
Enterprise Foundation and some ofour CDFI and BEA award recipients to put together a ~ite 
visit that would highlight, among other things, the low-income housing tax credit. We 
Irecommend that you attend this event. . 

yes ___-'-- No 	 Let's discuss ----	 -----,- 

Deputy Secretary Summers: 

3) 	 Self-Help, Durham, North Carolina. Their overall track record is very impressive. 
Through strategic deployment of its resources and five regional offices in the state, 
Self-Help has helped to improve the livesofthousands of families in North Carolina. 
This level of achievement has been recognized by the wide range of support and 

. investment that Self-Help attracts from corporations, banks, foundations and state and 
local government. This work is having significant impact in transforming 
conventional loan underWriting standards, and thereqy creating new opportunities for 
low-income home ownership. The CDFI Fund's $3 million grant win be channeled 

:: . 
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to Self·Help Ventures Fund, and will boost its equity capital and assist in elevating its 
development innovations to an even higher scale. 

4) Santa Cruz Community Credit Union, Santa Cruz, California. 

Ed Knight: 

5) ACCION Texas, San Antonio, Texas. (Event with the Hispanic Caucus) 

! 
I 

.. I 

i 
. i. 
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