'1999-SE-007773

SECRETARY OF TH'E TREASURY A Ju ly- 15, 1999

MEMORANDUM FOR THE PRESIDENT

FROM: Lawrence H. Summer%/\

'DEPARTMENT OF THE TREASURY
WASHINGTON, D.C.

SUBJECT: New Markets: Report on Visit to Hérlem, USA and New

Hatlem

York BusinessL.INC

Last Thursday, I vxsited Harlem, USA, a major retail and entertainment center under
construction at 125" Street and Frederick Douglass Eloulevard which has been supported

by the New York Empowerment Zone, Chase Manhattan Bank (as part of its CRA-
related activities), and other investors. [ learned the followmg, striking — to me — facts

Within one square | mile of this shopping center is a population of 360,000: more than
Cmcmnats our 45" largest city. Upper Manhattan as a whole is the size of Seattle, the
22" largest.

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

The Harlem, USA project has been associated wtith 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 hlgh 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 purchasmg even vacant lots.

The mall — which will open before Chnstmas — was built with fmancmg of $65
million, including an $11 million subordinated: loan from the Empowerment Zone. It
will generate around $180 million in retail sales! According to one study, 60 percent
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. In
other words, the public sector will be paid back [in nine months of tax collections.

Roughly 600 new jobs are expected to come out of the 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 em?rging market, in the sense that capital
is trying to get in rather than out. Indeed, at my press conference an observer contrasted




Harle 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 and the economic potential of these other communities.

New York and BusinessLINC

We announced the formation of a local New York City BusinessLINC coalition at a
roundtable with David Rockefeller, Henry Kravis, thenew Chase CEO Bill 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
network with mainstream businesses and obtain busm!ess 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 if capital 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 i inner city businesses. Investments in
one Hispanic entrepreneur’s internet start-up had pald off nearly fifty to one, and people
were rushing to get in to the next round. (Of course, most inner ¢ity busme.sses will not
be able to come close to meeting the expected rates of return that venture capital firms
demand but the story was an encouraging one.) o

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 eqll.uty investment and technical
assistance to new businesses, along with access to credlt The real test of what we are
doing with the New Markets Initiative will be whether we can sustain the flow of capital
and the business connections that are now being made when the next downturn comes.

Next Steps
We dre working with the NEC and your scheduling office to set up an event for you to
announce that Peter Bijur CEO of Texaco, has agreed to chair a National BusinessLINC
_Coalition under the auspices of the Business Roundtable We will also announce the
"formation of several local BusinessLINC coalitions, bulldmg on our announcement last
Thursday of the 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 FirstvLady; Secretary Cuomo; Gene Sperling.




MEMORANDUM FOR:

rz/’?omﬁ -

0 ACTION -O BRIEFING

TREASURY CLEARANCE SHEET

0 SECRETARY o DEPUTY SECRETARY O EXECUTIVE SECRETARY
o INFORMATION

| No.

|

Date:

O LEGISLATION |

O PRESS RELEASE O PUBLICATION O REGULATION [ SPEECH
O TESTIMONY O OTHER _ . |
FROM: Secnrerany \Qmm r:'n,S
THROUGH: ____
SUBJECT: __NEwW METS TEIP
REVIEW OFFICES (Check when office clears)
. {0 Under Secretary for Finance - . [1 Eaforcement { Policy Management
O Domestic Finance O ATF o ing °
{J Economic Policy O Custorns - O Public Affairs/Linison
O Fiseal - O FLETC : O Tax Policy
OFMsS O Secret Service O Treasurer
{3 Public Debt {0 General Counsel OE&P
T Inspector General O Mint -
QO Under Seéretary for International Affairs QIRS O Savings Bonds
0 Intervational Affairs O3 Legislative Alfairs
. O Management O Other
gocce ’
NAME (Please Type) INITIAL | DATE OFFICE TEL. NO
INITIATOR(S) | |
— ' 7/lf/7 f(&/gyfc. jﬁC. N z o7 %
Fl qmde/s/ . X §
- Tewson §\p 3 f> X
REVIE Y v | jy MY /
Gengien] pa ‘\“T“q D 0:44\ FIN
WoLIN &crwlf- 6C
L COVIS ELon—TV SEc
STELN | 7
SPECIAL INSTRUCTIONS PLEASE Plovidbe Cleaarne % bm |
- DAVTS TCTSow by 5 Ay
| THULSAY | JULY 1T
1 O Review Officer Date (] Exeatmve Secretary Date
i : DO F 80-02.1
((_34/89) ' )



http:GeDer.al
http:GeDer.al

MEMORANDUM FOR:

0 SECRETARY 0 DEPUTY SECRETARY [1 EXECUTIVE SECRETARY

TREASURY CLEARANCE SHEET  No.

Date:

] Revfew Officer

DAVTS TCTrSow| Ly 05 7‘0;)/77‘
THURS DAY |, JULY 15

Date

{04/891

E/ . a ACTION -0 BRIEFING o|INFORMATION 00 LEGISLATION
Potu & . [1 PRESS RELEASE 0 PUBLICATION O REGULATION (I SPEECH
| O TESTIMONY 1 OTHER |
 FROM: 5ECﬂE’mrL‘j &;ﬁnM ENS
THROUGH: __ , | '
SUBJECT: __NEw METS TriP
' REVIEW OFFICES (Check when office clears) -
O Under Sécretary for Finance . O Enfarcement 0 Palicy Management
0 Domsstic Finance 0O ATF ' a i
O Econimic Palicy O Customs - _ O Public Affairs/Lisison
{J Fiscal . QO FLETC O Tax Policy
0 FMS s O Secret Service - O Treasurer
{J Public Debt’ : {1 Gexteral Counsel ’ QOE&P
: ’ 3 Inspector General i O Mint -
{0 Under Secretary for International Affairs Oms - (1 Savings Bonds
0 Interational Affairs {J Legisliative Affairs :
0 Management © Other,
aocce ]
NAME (Please Type) INITIAL | DATE OFFICE | TEL. NO.
INITIATOR(S) | | »
: . 7/83’/?? ‘ fé’t/éx(c Jec ~ Z-o97%
Flanders / | . | =
fom«s or) | '
REVIEWERS ‘
« | n . om AN
Gengbtome | L gl | D
CWOLIN i&c-rwé- cC
| (OUNS ELon—T SEC
STERLN : | 7
' y ' h " . 7D
SPECIAL .INSTRUCTIONS P (EASE FProvide ClennhncE

[ Executive Secretary , Date
DO F B0O-02.1



http:Earorceme.ut

MEMO FOR FHE PRESIDENT C U NTD M

FROM: - Lawrence H. Summers

SUBJECT: New Markets: Report on Visit to Harlem, USA and New York
BusinessLINC

. Harléem

- Last Thursday, I vxs1ted Harlem, USA, a major retaxl dﬂd entertainment center under
construction at 125® 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 i mvestors I learned the followmg, stnkmg to me — facts:

e Within one square t mile of this shopping center is a populatxon of 360,000: more than
Cincinnati, our 45 largest city. Upper Manhattan as a whole is the size of Seattle, the
22™ largest :

+ There is no shopping mall in Harlem or — until reuently a major supennarket Nor, I
was told, has there been any major retail construction in Harlem since World War II.

e The Harlem, USA project has been assocxated w1th 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
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 trouhle purchasing even vacant lots.
ﬁel;\msi' i ‘Ox“m\ A(Lo-r&m& i’v YA ﬁ'ud'j; :

o The mall — which gvill open before Chiristmas — uilt with financing of $65
raillion, including an $11 million subordinated io from the Empowerment Zone. It
will generate argund $180 million in retail sale leaves
the community ies. An 1t should produce approximately $15
million in New York City sales tax collections. In other words, the ublic sector will
be paid back in nine months of tax collections.

o s?avl

o Roughly 600 new jobs are expected to come out of the 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 appeérs toAbe 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 glkepressed” areas that you

 were visig!f on your New Markets tour_— mw'«¢ mahw Hradd ew’s conbaved

nedds Hie cconomnt.
' New YorkwmdanessLO?NC [’0\‘6\\\;,( £ "Me;e, ctaer @oMW\UM'\f S.




We announced the formation of a local New York City BusinessLINC coalition at a
roundtable with David Rockefeller, Henry Kravis, the new Chase CEO Bill 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 busmesses with the opportunity to
network with mainstream businesses and obtain busmess 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 if capxtal 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 ;cwff nearly fifty to one, and people
were rushing to get in to the next round. (Of course, most inner city businesses will not
be able to come close to meeting the expected rates of return that venture capltal firms
demand but the story was an encouraging one. )

Conclusions

The’c’hallenge 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 equxty investment and technical
assistance to new businesses, along with access to cre'dxt The real test of-what we are
doing with the New Markets Initiative will be whether we can sustain the flow of capital
and the business connect:ons that are now bemg made when the next downturn comes.

Next Steps o ‘

We are working with the NEC and your scheduhng office to set up an event for you to
announce that Peter Buur CEO of Texaco, has agreed to chair a National BusinessL.INC
Coalition under the auspices of the Business Roundtable. We will also announce the
formation of several local BusinessLINC coalitions, building on our announcement last
Thursday of the formation of the New York City coalition. We are also actively seeking
co-sponsors for the New Markets Tax Credit, which we hope will be introduced soon.
We ialso need to reach out broadly to the business cm{nmunity, 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.




' Addendum:

According to the former head of the Upper Manhattan EZ, the Harlem portion of the EZ
has committed $125 million of its $300 million (which! includes $200 million from the
 state and city), and has disbursed $35 million. The EZ investments have generated $3.55
of private and other investment for each $1.00 of EZ funding. Funding is slower than
expected due to a slow start organizationally, political processes, and the approval of
some projects requiring up-front commitments, but slower disbursements. '
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MEMO FOR THE PRESIDENT

FROM' Lawrence H. Summers

SUBJFECT New Markets Report on Visit to Hadem, USA and New York
BusinessLINC ‘

Harlem

Last ']”hursday, I vxs:ted Harlem, USA, a major retail a;md entertainment center under

construction at 125® Street and Frederick Douglass Boulevard which has been supported

by theé New York Empowerment Zone, Chase Manhattan Bank as part of its CRA-related

-activif ues and other investors. 1 leamed the following, striking — to me — facts:

o Within one squarer mile of this shopping center is a population of 360,000: more than
Cmcmnat: our 45 largest city. Upper Manhattan as a whole is the size of Seattle, the
24 largest.

o There is no shopping mall in Harlem or — until reclently — a major supermarket. Nor, I
was told, has there been any major retail construction in Harlem since World War II.

|
e The Harlem, USA project has been associated with some general economic revival..
The mall is 80% leased and its major corporate ter'tants never before represented in
‘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.

e The mall - whlch will open before Christmas — W:;.IS built with financing of $65
‘million, including an $11 million subordinated lo m the Empowerment Zone. It

wnll generate around $180 million in retail sales”C|60 percent of which usually leaves
unity, according to some studies. And it should produce approximately $15
“million in New York City sales tax collection®! Injother words, the public sector will

2 . .

Qs q” 7 [  be paid back in nine months of tax collectlons

an;’md”y [-7_

° Roughly 600 new jobs are expected to come out °|f the prolect and mall tendnts 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.

" New quk and BusinessLINC -




We announced the formation of a local New York Clty BusinessLINC coalition at a
roundtable with David Rockefeller, Henry Kravis, the new Chase CEO Bill 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 busin'esses 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
sometimes more critical than access to capital, even if capital 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 off nearly fifty to one, and people -
were fushing to get in to the next round. (Of course, most inner city businesses will not
be able to come close to meeting the expected rates of return that venture capital firms
demarid 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 equnty investment and technical -
assistance to new businesses, along with access to credlt The real test of what we are
doing with the New Markets Initiative will be whether we can sustain the flow of capital
and the business connections that are now being made when the next downturn comes.

Next Steps '

We.are workmg with the NEC and your scheduling office to set up an event for you to
announce that Peter Buur CEO of Texaco, has agreed to chair a National BusinessLINC
Coalition under the auspices of the Business Roundtable We will also announce the
formation of several local BusinessLINC coalitions, burldmg on our announcement last
Thursday of the formation of the New York City coalition. We are also actively seeking
co-sponsors for the New Markets Tax Credit, which we hope will be introduced soon.
We also need to reach out broadly to the business con{mumty, 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.




Addendum:

- According to the former head of the Upper Manhattan EZ, the Harlem portion of the EZ

has committed $125 million of its $300 million (which includes $200 million from the
state and city), and has disbursed $35 million. The EZ investments have generated $3.55
of private and other investment for each $1.00 of EZ ﬁmdmg Funding is slower than
expected due to a slow start organizationally, pohncal processes, and the approval of
some projects requiring up-front commmnents, but slower disbursements.
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Memorandum for Secretary Rubin

From: Gary Génsler , | : ' —D?\{W \

Michael Barr

Subject: "New Markets" 'I‘np
‘Meeting with John Podesta, Wednesday, May 5|

John Podesta is scheduled to pull together a meeting on Wednesday to discuss the President’s
proposed "New Markets" trip to poor communities. The meeting will also be attended by Gene
Maria, Andrew Cuomo, Aida Alvarez, Bill Daley, and Rodney|Slater.

The purpose of the meeting is to enlist your support for the Premdent s trip in two ways: (1)
participate in all or a portion of the trip; (2) enlist the support of CEOs in going on the trip and.in
making substantive announcements with respect to investment|in low income communities
during the trip. We have previously expressed your willingness to participate in a portion of the
President’s trip, under appropriate circumstances, but made clear that we have not discussed with
you as of yet your willingness to enlist CEO support for the effort.

The trip, as cuirently envisioned, would begin with a CEO roundtable, a Rose Garden
announcement, and a visit to Atlanta, Georgia on May 11, followed by a 3-4 day trip to places to
be determined, sometime in July. ) ‘

If the trip can be properly focused, we believe that you should jparticipate, and be willing to enlist
CEO support for specific actions. For example, if the Business Round Table is ready at the time
of the Rose Garden event, we could announce the CEO that wﬂl head BRT’s efforts to run the
BusinessLINC national coalition, and use the trip to advance BusmessLINC around the country.
Other suggestions are outlined below

It would be useful, however, for you to express a number of concerns about the potential for the
trip to go awry. First, although the trip seems to have as a paraIlel overseas trade missions with

‘CEOs, unlike those trips, for which CEOs actively seek inclusion, it may be difficult to convince

CEOs that they should have an active interest in investing in any particular community visited; or
in poor communities generally. Second, we should be carefullto not "parachute in" CEOs who
have no connection to the community we visit. Rather, we shduld choose CEOs who have, or
plausibly could have, an economic connection to the community. Third, we should be sure to
focus on the substantive actions that we and the private sector can take to improve conditions,

rather than a hodge podge of policy ideas and corporate philanthropic actions.

Background

If properly managcd the trip could be quite substantive. In some respects, the trip echoes Bobby
Kennedy’s visits to poor communities in 1966-67. In 1966, Bobby Kennedy went to the Bedford-
Stuyvesant neighborhood of Brooklyn, New York, and saw first hand the devastated community.

Recognizing that "to ignore the potential contribution of privzllte enterprise is to fight the war on




poverty with a single platoon, while great armies are left to stand aside,” Kennedy galvanized the
business community to invest and provide technical assistancf:,I and ten months later, the
Bedford-Stuyvesant Community Development Corporation was born. Later that year, he visited
Cesar Chavez’s migrant laborers movement in California, and Indian lands in New York and
Oklahoma. In the spring of 1967, Kennedy went with the Senate Labor Committee’s
Subcommittee on Poverty to hold hearings in Jackson, Mississippi (at which Marion Wright
testified) and to visit the Delta. His visits helped to spark a dialogue on poverty in America. A
visit to poor communities today could:

. Focus public attention on persistent poverty. . ‘

. Focus public attention on effective strategies to bring economic growth and opportunity
to low income communities. : «

. Galvanize the private sector to invest in effective Iocal strategies.

Potential kinds of places to visit include:

New Markets/Community Development Financial Institutions, Thus far, the Treasury
Department’s CDFI Fund has made $125 million in awards to|164 CDFTIs, including 25 CDFI
“start-ups," and has certified another 185 CDFls. The Fund is|currently considering applications
in its fourth round. This spring, a number of CDFIs will be closing on their awards from last fall,

. presenting an opportunity to highlight the Fund’s investments! We are seeing whether any start-
up institutions will be opening their doors in the near future, or potential site visits to projects
funded by CDFIs. In addition, the Fund will likely be announ!cing fourth round CDFI program
award winners in July. These events could also be the occasién for additional investors -
‘including banks, investment banks, insurance firms and others to fund CDFIs around the
country. We could highlight a successful CDFI, and link the ?vent to events at other CDFlIs, so
that there is in effect a national CDFl-investment day. We could visit a community development
venture capital fund, organized around new sources of capital|being attracted to their fund. There
are a large number of strong CDFIs that we could visit. Potential sites include:

. Enterprise Corporation of the Delta (Jackson, Miss.) [start-up]
. Louisville Development Bankcorp [start-up]
. Boston Community Capital

. Delaware Valley Reinvestment Corporation (Phﬂadelphla)

. Appalachian Development Federal Credit Umon (The Plains, OH) -
. Enterprise Community Fund (Akron, OH)
. First American Credit Union (Window Rock, AZ)

. Neighborhood Bancorp (San Diego, CA) [start—up]

. Santa Cruz Credit Union [major geographic m}cpansxon]

- BusinessLINC. In June 1998, Vice President Gore launched the BusinessLINC initiative to
encourage larger businesses to link with and advise smaller firms, particularly those in
economically distressed communities. In December, we released a report on best practices and
began to put together a national leadership coalition. In addmon as part of the effort, we held
regional mectings in Los Angeles, Atlanta, Chicago, Dallas, Cleveland and New York, and in




those communities, we are working to try to bring together local business and community leaders
to form local BusinessLINC efforts. A visit to a small business|in one of these communities that
has been helped to grow by.a larger firm could galvanize the local community to form a
BusinessLINC local coalition that would sign up companies to ;')rovide technical assistance and
other opportunities to small businesses in distressed areas. We?could also announce that the
Business Roundtable will launch a national BusinessLINC coalition at that time, akin to the
Welfare-to-Work Partnership and provide link-ups to the other Cities where we could organize
local "chapters” of companies willing to commit to participatinglg in BusinessLINC. There are
hundreds of potential sites visits, including: :

. GE Capital and Jesus Linares (commercial mover, Bedford-Stuyvesant, NY)

or Delilah Winder (barbeque, Philadelphia)
or other sites ’
. Wegman’s Construction Division and Rochester MBDC
. Turner Construction and G.Stephens Construction, Akron, OH

New Markets. There are a wide range of visits that could hig}ﬂi{ght the New Markets initiative -
and attract additional private sector involvement. Long-awaited inner city shopping centers are
going to open ¢oon in Harlem and in Philadelphia, with support;from LISC, and major
corporations and banks. Site visits could highlight the potential of the new markets tax credit, the
importance of CRA, etc. At the same time, the visits could be organized around additional
investments in efforts such as LISC’s national Retail Initiative, ]or announcements by major
shopping center developers, working with non-profit organizations to develop addmonal sites.

Potential sites mclude
. Harlem USA site under development.

Low Income Housing Tax Credit. We could use the event not only to highlight our proposed
40% expansion of the low income housing tax credit, but also aftract additional investors to
affordable housing funds, such as the National Equity Fund, Bnterpnse s ESIC, or the Natlonal
Community Development Initiative. -

. In June, Enterprise is planning to celebrate the 100,000® home that it has funded.
They are planning a press conference in Los Angeles or Dallas, with satellite
linkups to events in 10 other cities (Atlanta, Baltimore, Charlotte, Cleveland,
Denver, New York City, Rochester, Portland, San Antonio, and Washington DC,

and with webcast (to Columbus, Miami, Orlandol, St. Louis, Santa Fe, and York).
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C.

SECRETARY OF THE THEASURY March 5, (1999

MEMORANDUM TO UNDER SECRETARIES
GENERAL COUNSEL
ASSISTANT SECRETARIES
INSPECTOR GENERAL
BUREAU HEADS
SENIOR STAFF

FROM: Robert E. Rubin @ <

'SUBJECT: Establishment of Partnership in Education

Treasury has a strong commitment to investing in our local communities, and to the economic .
future of all Americans, especially in communities marked by ithe lack of access to opportunities.
Recently, in support of this commitment we formally establlshed the Treasury Partnership in

: Educatlon (PIE) program. I ask each of you to support this program

The PIE program began in 1995 as an effort to work with Dlstnct of Columbxa public high
school students, providing internships and in-kind support. I have been impressed with the
positive impact these efforts have had on students with whom y we have worked. Many of the
letters I have received from PIE students thanking Treasury for|the program illustrate how
important a role Treasury employees have played in the- acadexmc and work life development of
these students. We have also seen preliminary results that show that students who have
participated in the PIE program are going on to college at far hlgher percentage rates than the
general school population. Many of these students had previously not considered post-secondary
education as a realistic option.

. Aspartof formally establishing the program within Treasury, a PIE Execunve Advisory Board is
being set up with Treasury and bureau executives who will prov1de policy guidance and support
to the PIE program’s efforts nationwide. A PIE Stecnng Commmee will bring together all
Treasury bureaus in the D.C. metropolitan area, in order to coonlimate our school support .

activities and increase awareness of and participation in, bureau partnerships with schools and

adopt-a-school programs, particularly in the technology area.

The PIE staﬁ' led by an Executive Director, will consist of detailees primarily from Treasury
bureau offices who have an interest in, and strong commitment to, supporting our public school
system. In the near future, we will be asking you to identify a bureau or office representative to
serve on the PIE Steering Committee and to serve as a contact pomt You may also be asked for




“nominations for detailees to the PIE staff to serve in a variety of roles: including working on-site
at a designated Treasury sponsored academy; with schools as part of the technology support
program; or in a program management role working on various PIE initiatives.

In establishing the PIE program as a permanent organization, Tfeasury is building ona
commitment to our nation’s youth and economic health. But thF program cannot be Successful
without your support and encouragement to all Treasury employees to become involved as

volunteers, mentors, tutors, or as part of the PIE staff. Through{ the PIE program we can not only .
make an investiment in our future work force, but we can also pl‘ay a direct role in improving
economic opportunities for young people who might not otherwise have access to opportunities.

I encourage you to support these efforts.
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POR DEPARTMENT OF THE TREASURY
: WASHINGTON '
| INFORMATION
MEMORANDUM FOR SECIRETA Y RUBIN : ”}7} J ( é; s
Through: Neal Comstock C‘“ ' ' _
From: James B. Coleman i Jk/(, /(( A s o
' Sui)jectf, o Partners}tip in Education (PIE) Update ~ €QA~«. A J.-—, e
f LU reF b« ‘F‘cw‘-‘ ‘o

: TR & "SR SR I J’(..JL T}‘t..cs
As ‘you leave for a well-deserved vacation, I wanted to provide you with an update on PIE -
progratn initiatives. : { m 12 ’E} . ’,_ D , eved, |

1 r—G' “ar Wl LU

First, on behalf of the students and PIE staff, we would like to thank you Ijor takmg thetimeto . ,
meet with many of the us during the photo shoot on August 12. This was a special opportunity NN
for mariy of the students and bureau reprcsentattves as well as PIE staff members involved in the J
program. Students expressed to me their sincere apprec:atton in your talking to them, and signing '

qutteafew dollars. @, Rive @ A L

PIE Summer Program ' ) ' _ E /’ 14{ SININ, s L, ok e

With the quick coordination by PIE summer program manager, Malinda Johnson, a

o,
excellent support by our graphics and printing staff, attaehed are the student letter; Fg ) 7
summer program. Although some lettérs are still bemg recetved the book includds 112 _AVe have [ Q_:
also provided some statistics on the summer program in ]terms of students who attended the ke

ollége Information Center workshops, and Treasury sponsor S We ] ‘-?’ s
wer€not able 10 do everything we had envisionedhbut the majority of students have participated .. |, C"’
and benefitted from these learning activities. ' . T e

' N

. In light of the DC school opening delay, (from September 2. to September 22) we are exploring ,«., 7{’*\‘?

the feasibility of extending the summer program for three weeks. We will be talking to the sy

; bureaua, and within DO, Neal will talk to Alex Rodnguez about the financial impact. We want to —
ensure any decision is fair to all the students who have an interest in continuing. If we are able to Lol
contmue the program, we will have the opportunity to conduct additional computer literacy T,
classes and college information seminars. In addition, v1ve are planning writing workshops with o Xy
small groups of students at a time in an effort to improve their skills in this area. A ﬁ’( Cor

| ‘ : : N
. L S




Wiison Business and Finance Academy

Three Wilson academy teachers have completed their work assignments at the Mint. The
experience proved extremely beneficial, with teachers bei ng exposed to Mint operations, and
actually developing work products.

FMS will be hosting the academy prep session for many of the 115 students on August 25 and 26.
Workmg with the school we have arranged for speakers from Treasury (through Neal's
coordination), the College Information Center, Bell Atlantic, as well as a tour of the Bureau of
Engraving and Printing.

Earlier this week Joe Coffee, Lynn Parrish, Al Gaines, and myself, met with Michael Barr
regarding potential support for the academy by the OCC! A meeting with OCC representatives
will be held next week. ‘

Lynn has also indicated OTS may have an interest in supporting the academy as well, (/JLQ/ ¢

Academy Teacher Training : <H/‘v‘ o

~ The training for Anacostia and Wilson academy teachers arranged by Joe Coffee took Iace the
week of August 4 - 8. Instructors included Grace Sammon, a consultant, who has wotked
extensively with federally sponsored career academies wnthm DC, and teachers fromyFlorida |
career academies. Ralph Neal, Deputy Superintendent fer DC High Schools also spoke in
support of public/private partnerships in establishment and operation of career academies.

-Sol Hurwitz was attended the first day’s session and fouxed it very informative. ing spoken to
him earlier this week, he wanted you to know he is eager to move to t

With Neal’s help, and PIE staff member Al Gaines” coordination, we hosted a reception for over
fifty people in the Diplomatic Room for those involved n’a the training. The reception proved very '
successful, providing the opportunity for sharing of 1deas, and information. Among the Treasury
attendees were Mike Froman, Michael Barr, Maurice Jones, Mozelle Thompson, Sandy Mancini,

Sarah Fordney, Peter Necheles, and Jason Solomon.

Proposed National Strategy for High School Career Academies

Joe Coffee has been working with the Departments of Justice, Health and Human Services, and
- the National School to Work Office, to devise a strategy|for relating crime prevention, school
reform, and community development to career academies. :

The immediate issue is whether or not you are comfortable articulating a general strategy as
outlined in the attachmermmmmhmYMWWWf Health
and Human Services.

e




The immediate issue is whether or not you are comfortab

e articulating a general strategy as

outlined in the attachment in conjunction w1th the Attomt.y General, and the Secretary of Health

and Human Services.
o

In September (date riot yet set), Janet Reno will chair the

Coordinating Council on Juvenile

-Pélinquency. Assuming career academies are part of the

agenda, and a national strategy outline is

m=d we believe you should be part of that meeting if your schedule permits. We believe™

Dofina Shalala will also participate.

!‘ e

.

The strattegy empbhasizes the forming of partnerships among national corporations, government
agencies, major non-profit organizations, and schools. The strategy proposes no new programs

or legislation, but builds on and integrates legislation and

basic strategy is announced key stakeholders will be brought together to work out the details of

implementing the strategy f_g@ge_mtee.oflxhc_smmmxt]mes the short-term plans. We~

programs that already exist. Once the

recommend that Treasury s rategy, and we willbe -
““available To briefyou nvenience. N
w—é \.,4_--#

,——-"/

Attachments

|
)

cc:Larry Su
Ray Kell
Mike F man

~




PROPOSED NATIONAL STRATEGY
! HIGH SCHOOL CAREER ACADEMIES

e e T e et

' -

INTRODUCTION

Although career academies have existed since the tate 1960's, there has been no sustained effort
to use acatdentiesasrTommunity development effort with a focus on youth. Career academics
bring together most of the elements that have proven to lwead youth to become responsible
citizens, self sufficient, effective and productive workers|and students. Some of those elements
include interaction with adults in a variety of settings,, opportunities to help create their own
learning communities, clear expectations with a supportive structure to help achieve those
cxpectations expericnces in the workplace with an integration into a school curriculum, follow up
and reinforcement activities. : /@
(Credting and managing carcer academies requires the ability, capacity and tenacity to bring about
a significant organization change within traditio 1 by ies. As a result career

academies ar€ CW school reform initiatives as well as the Schoolto-Work Program of

states and communities

\

Recently academies have also been viewed as part of community youth violence and gang
prevention stratiiif?. In many ways, academies can serve as. alterpatives to pangs and create a
constructive focks4{or youth. Academm%ﬁm increase
graduation rates. They also provide after school alternatives, a sense of community with
reinforcing peer support. —_— T T

The link between youth violence and economic opportunities has always been fairly well
understood. The lack of a meaningful education simply reduces a youth chances of obtaining
well paying jobs with benefits. As the Committee on Ecml}omic Development has stated....
“education has become the stark dividing line between success and failuré T the new labor
market. The skills required for work that can support a family are no longer very different from
the skill required to succeed in college. Yet while the realities of the market have been changing,
the typical American school system looks much as it did 70 years ago, characterized by classes
divided into 50-minute periods that bear no relationship to each other, skifl and drill methods of
instruction that encourage student passivity, insulation frb'm the influence of technological and
economic change, and a commitment to excellence and achievement for only a minority of the
population.” 7

‘of entry Jevel workers they need in todays-economy.\The r]esults of the National Assessment of
Educational Progress (NAEP) show that half the and 12™ grade students in the U.S. are not
proficient in most of the skills required today. Needless to say, companies of all sizes have a

great concern about the ability of today’s school systems t(l) produce the quality of graduate they

need. Many are looking for ways to help. Some have chos?n,carccr academies as one strategy.
' e St st . -

Businesses throughout the country are experiencini more and more difficulty obtaining the type




| ll. CAREER ACADEMIES ----- STRATEGY OUTLINE

Because carecr academies are so multifaceted and require multiple partnerships to be effective,
this stratégy is one that emphasizes the forming of parme ships. The strategy also makes two
basxc assumptions:

) no new program or legislation is needed but rather better intcgration of current efforts and
some Nmding Tor such integration, }

——

2) that an academy effort will be part of community baseid comprehensive strategies focusing on
community development. crime prevention and school reform.

Currently a significant number of t10 ns (gover;;memz anate non-profit and colleges)
support academies.and research their effectwcness Yet no overall national strategy exists,
espectatly one that promotes the full potentlal of academles The lack of such a strat"gy makcs
local. xmplcmmtanon and management of academies more difficult.

This draft strategy, dxvmlc,d o six parts attempts to take|the above into consideration. Those six
parts’ mvolve: .

l) National criteria and definitions as yuides for the various types of academies (examples at’
Attachment A), -

2) A process for integrating career acWWon such as the
Community Prevention Grants Program, the School to- Wi pportunities Act and the
Community Reinvestment Act,
N

3 Pa:tnershlps with national busincsses and government agencies that allow communities to tap
into available reésources to support specific academies,

".—-....~_—___—_ ) .
43.Supporting the development of skill standards as a means of increasing “W
is taught at SCMJMWW |
S) Techm( al assistance, training and matenals to help communitics i stems to
establish agimammnaeademaes,and mtegrate them with comprhensive strategies for

community development, school reform and crime prevention,

6) Additional research to verity further academy cffectiveness in preventing juvenile
delinquency, improving school effectiveness and supporling community economic development




LII. PROPOSED MILESTONES: 1997----CAREER

By Séptember

September

October
i

¢
'
L

December

1‘éskc:xal)b:sz INTEGRATION INTO

CURRENT PROGRAMS AND LEGISLATION

Key federal organizations and other
At CoordinatingCommittee meeting

Rubin and Shallala and others annou

Convene a planning meeting of repre
private, non-profit, universitics, to:

I) Agree on general criteria and definitions of career aca
2)Begin the formation of national partners}
(cg.Business/Finance Academies---- Treas
3)Develop a method or process for integrating

related programs and legislation,

4)Develop a porcess for providing tecchnical assistra

5)develop a research agenda.

Issue a Juvenile Justice Bulletin descri

basic strategy as outfined in Scptemberi. STW and other
organizations issue similar types of information.

S agree (0 a general strategy.

Attorney General Reno, Secretaries

nce the general strategy.

sentative organizations, government,

demies,

1ips around career thermes

ury, American Express, NAF)
career academies with

nce and training,

bing académies in general and the
participating




The Secre tary of the Treasury

September 2, 1997

. NOTE FOR JiM CiOLEMAN
FROM: BOB RUBIN

Please see my notes, and set up discussion with me. I think |

should participate mf Reno event, subject to our discussion and
scheduling, '

' -
respond to each essay, either with acknowledgment or where
appropriate with that, plus comment? i

Also, I read a fajr saxf'npie of the intern’s essays. Does anyone !

mmer Program
This is a t\erriﬁc program. What did you not do?
Page 2~ Academy Teacher z}aipgng
%at is thisé
3 == Second Paragraph

Janet asked me to do something on September | 1, and said I’d
check our schedule, [s this, that?

hir r
P(ease;set this up through Esther Watkins.

Attachment
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DEPARTMENT OF THE TREASURY

Wl’a 1 WASHINGTON X
» - ; . . | o b A D

May 16, 1997 Ry &=

MEMORANDUM FOR SECRETARY RUBIN fo- e P
' : =, T
Thru: f Ben Nye ??W\Jﬂ{/ ———— - g W L ,
From | James Colem ‘V& e
rom: ames Colemap— |[{(%__- .
Subject: - - Update on Partnership in Education (PIE) program v Lo e e
: Se

In keeping with your request to keep you informed on our progress with the PIE program i~ 1'¢
activities, this is a brief status update on some key initiatives. ' | Fone
Lres< it

Wilson High Buisiness and Finance Career Academy » ' A

. Joe Coffee and [ continue to work closely with representatives from Wilson High School planning i . .-
“for the initial Fall ‘97 semester of the Business and Finance Academy. The Mint with the personal

tnvolvement of Phillip Diehl is prepared and very interested in being the lead bureau working with

the academy. The Mint, because of it’s unique “private business] operation is a natural fit. The R V¢
Office of the Comptroller of the"Currency as well as other bureaus have also expressed interest in
providing varying levels of support. : o ‘

Our next steps include;

. Development of a formal partnership agreement or memorandum of understanding with
the principals that more clearly defines roles and expectations. This will also be used to
support Treasury funding of activities for the academy.

. Joint training with academy teachers from Wilson and Anacostia programs.
This provides the opportunity for the Wilson teachers, who have yet to work in an
academy environment to learn and interact with teachers who have.

. Utilizing the Intergovernmental Personnel Act (IPA) to bxl"ing academy teachers into the
Treasury offices during the summer for workplace experience. This will also allow
teachers to work together on curriculum planning that inciorporates more operational
examples. This is extremely beneficial to teachers who are often unfamiliar with the real
working environment. The real beneficiary however will be the students who will have

more meaningful classroom instruction.

° Weekend planning session with Wilson academy represen;tatives, other local business
' partners, and Treasury personnel. This will be an opportunity to do more detailed
planning and discuss the establishment of the academy advisory board.

’
—

S




e

- the end of the program.

1997 PIE Summer Program , £

This summer, Departmental offices and the bureaus will provide o‘ve@ndents from
Anacostia, Wllson, and Eastern High Schools summer jobs. This is crease of twenty percent
from last summe1 - -

We are focusing not only on providing employment, but dWﬂWS AR A
This point may need to be reinforced within the bureaus, and to intern supervisors nto

every student having a mentor, or “college intem buddy” Wﬁmn " Mk
required. These learning assignments will include a college research proj ccessS ?
completion of basic computer literacy classes to be offered, and two writing assignments, one

stating expectations for the summer program, and the letter to the|Secretary, to be completed by

As with last suminer, several workshops, tours, field visits are planned. Specific student prolects
will include development of the PIE web page, and a PIE student newsletter.

CAMP EXCEL

CAMP EXCEL is a high intensity one week residential program which challenges the students
mental and physical abilities with an emphasis on leadership, team building, social issues, and -
citizenship. The program was designed by the Defense Protective|Service, DOD, with staff - .
provided by federal and military enforcement organizations. :

_ In the past years this program has been open to students from the Anacostxa Law, Justice and

Security, and Putilic Service academies. With the key efforts of Herb Jones in the Office of t J
Under Secretary (Enforcement), and Joe Coffee, students from Eastern and Wilson have beeﬁfj %/0“
invited to attend this years camp. CAMP EXCEL is free for students attending.

This is an exciting opportunity that we hope will evolve into a yearly summer job preparation

activity. The objective would be to expand the agenda to include school-to-career, employability

exercises as well.

e

We currentb} have a total of 24 ents from the three schools signed up for the camp.

cc: Larry Summers
Ray Kelly
Mike Froman
George Muiioz




The Secretary ol the Treasury

May 22, 1997

NOTE FOR JIM COLEMAN ‘

FROM: BOB RUBIN

I think this is terrific. 1 wonder if Howard Schloss could make
some creative use of this,

Attachment

Copy to: Ben Nye




DEPARTMENT OF THE TREASURY
\ _ WASHINGTON, D.C. 20220

March 18, 1997

MEMORANDUM FOR SECRETARY RUBIN
THROUGH: Ben Nye!\%V\QM

FROM: Joe Coffee
James Coleman

i

-SUBJECT: , D.C. Partnership in Education and Academies

Thls memo seeks to inform you of our goal of establlshmg two new career academies with our
partnershxp schools. In recent discussions with both Woodrow Wilson and Eastern Senior High
School administrators, we have broached the idea of formmg career academies-similar to the
“Law, Justice and Security Academy” that Enforcement currently operates together with the
Justice and Defense Departments. Both schools answ?red enthusiastically. Woodrow Wilson is
interested in our assisting them with forming a “Busmess and Finance Academy.” Eastern
Senior High School is interested in creating a “Law and Public Service Academy.” These
proposals are discussed in more detail below. .

The academy concept is to create a “school within a school.” They reduce student to teacher
ratios, and allow students to choose their areas of concentration. This self-selection raises the
quality and intensity of students’ overall educational e!xperience. Academies teach the basic high
school curriculum, as well as their own enhanced curriculum which encourage students to plan
for post-high school careers. Teachers for these academies are recruited from within the school
system from among those who express specific intereifc,t in the subject area. Moreover, the
academies provide credit for relevant work experience and often assist in hiring students for
summer jobs. Career academies are also school-to-work transttion vehicles, an area Dr. David .
Hamburg suggested our Partnership aggressively and publicly support.

In addmon to their educational benefits, Enforcemwnt has found that academies offer one of the
best opportunities to compete with gangs and other d§llnquent behaviors. They give high school
age students the opportunity to experience a dlffercnt' kind of life through work experiences that
can lead to professional careers. This equates to an economxc incentive similar to what some
gangs and drug trafficking offer. Often, it also results in higher graduation rates among students.

To date four cabinet agencies, Treasury, Health and Human Services, Transportation, and

Defense are managing their own academies at D.C. piublic schools. We have reviewed this idea
with the Offices of General Counsel and Enforcement and would be happy to brief you on this
proposal at your convenience. :




i

The Secretary’s Partnership in Education Program is wolrking to establish and support a Business
and Finance Career Academy, at Woodrow Wilson ngf}l School in conjunction with the D.C.
public school system. This academy will serve several goals:

1.+ Similar to the existing Law Enforcement, Justice and Security Academy, this academy
can provide an alternative to youth gangs and reduce youth violence and drug use.

2. i Support the President’s and the Secretary’s efforts to improve D.C. schools and © -
. communities ensuring that it effectively links with the District of Columbia school reform
strategy.
3. | Increase the academic achievement and graduation rate of students in the academy
¢ environment.
1 . «
Over the past eighteen months, Treasury has established|a successful track record working with

students from Eastern and Woodrow Wilson Senior High Schools as part of the Treasury/DC
Partnership in Education (PIE). More recently PIE has expanded to include other Treasury
bureau educational support and outreach efforts. As an e':xample, the Law, Justice and Security
Academy, at Anacostia High School, jointly sponsored by Treasury Enforcement, Justice
Department and Defense Department now is a part of PIE.

The Law, Justice and Security Academy at Anacostia was established in 1995 and now has 200
students enrolled. The Academy provides for academic and career development in the areas of
law enforcement, law, and security. In addition, government personnel support the Academy
through on-site day-to-day operational management, rechuxtInent, mentoring and liaison with
private sector businesses, universities, nonprofit and government agency partners.

Mougtl the school-year internship program with Izastern and Wilson High Schools, we have
built a relationship with over 100 students, and the schoél’s counselors and principals, who value
Treasury as a committed partner and supporter of their educational goals. We now have an

~ opportunity to institutionalize Treasury’s involvement with Eastern and Wilson through the

support of their respective career academies.

Wilson High School is planning to begin phasing in its business and finance academy during the
Fall ‘97 semester. Eastern High is considering the estabhshment of a Law, and Public Service
Academy within the next year. Both of the schools would consider Treasury support a
significant step forward. However, because of the naturé of partner support they must also look
to other partners as well. For instance, Wilson’s long standing partners INTELSAT, Department
of Energ y, National [ustitutes of Health, Giant, and Safeway will also be asked to support the
Business and Finance Academy. Fannie Mae, another federal economic focused entity, is also
belng discussed as a potential partner.




2}

Treasury however, is better positioned to a take leadershlp role among the partners for the -
academies based on our prior experience managing the Law Justice and Security Academy. We
can use the Anacostia, Wilson Business and Finance, and Eastern Law and Public Service
Aqademles as models which could then be replicated thmughout the country. Treasury’s wealth
of talent, expertise, and resources in these professional career areas could have the kind of direct
1mpact on the educational experience benefitting students we as a community are seeking. For
instance, Sol Horowitz could be a tremendous help from ‘building support from the private’

sector

We have already had discussion with representatives from the District of Columbia Public °
Schools System, District Department of Employment Services, and the National School-to-Work
office, which is jointly supported by the Departments o}f Labor and Education. They are
extremiely supportive of Treasury’s involvement. Lareer academies are a key component of the
Dlstmt s school reform efforts at the high school level.

H

cc: . Mike Froman
3 Ray Kelly
; George Munoz
‘ -Mozelle Thompson




3

Basis for Proposal

Attachment |

a

The Secretary’s Partnership in Education and Treasury’s Law Enforcement Bureaus have

already developed an experience base and succes

s with career academles and District of

Columbia High schools working to establish such academies.

ONDCP, through its HIDTA Program and in partnérship with Treasury Bureau, has
invested ($150,000.00) in academies at Anacostia High School in Washington, D.C;, to
determine their effectiveness in reducing youth involvement in gang violence and drugs.

A John Hopkins University study found that Patterson Hi gh School, identified as one of

the worse schools in Maryland, showed dramatic

improvement in overall school climate

especially student behavior after converting to career academies.

The preliminary report on a ten site national evaluation of career academies; funded by -
the Ford, Westinghouse, Rockefeller, Alcoa Foundation and others found that career

academy’s “can be implemented in a wide range
“students who are at risk of performing poorly or
students who do well in school.

of school settings,” and can benefit
dropping out of school as well as

Kl

The States of California and Florida have invested heavily in career academies as have

the City of Philadelphia and many other jurisdict

The Departments of Defense, Health and Human

I

ions throughout the country.

Services, and Transportation also

support career academies in Washington D.C., and want to work in partnership with

Treasury sponsored academies.



http:150,000.00

i

Attachment 2

": © PlanforE ishing th of Busine d Finance

The expecﬁed costs of starting and operating an academy are $100,000 per year. A number of
possnble funding options are listed below:

1. _’ Earmark High Intensity Drug Trafficking Area (HIDTA) funds to support each career

-acadermny. In 1996 the Baltimore/Washington HIDTA “invested” $150,000 for two
established academies (Law Enforcement and Public Service) at Anacostia High School.

2. 'Eamaark an appropriation line item to use ONDCP Special Asset Forfeiture Fund’s
specifically to support career academies.

3. Earmark a portion of Treasury’s appropriated funds to support the development of two
career academies during the next fiscal year.

4. Petition the Gang Resistance Education and Training (GREAT) program for funds to -
establish and operate the career academy. This measure would require approval from the
: N'atiorilal Policy Board, District of Columbia Police Department and/or Congress.
Currenitly G.R.E.A.T. is under-funded to meet State and local enforcement agency needs
for its programs below the high school level.

ﬂ.a_nfgr_nsggﬁﬁm

These funds would be used to start a new academy in a District of Columbia School. Such
academies'demand a significantly different approach to learmng than traditional schools provide.
Learning takes place outside of the school walls as much as w1thm the school. As a result,
significant recruument of willing teachers and training in new skills is required. In addition, a
sense of community and ownership must be built with the students, teachers, and
business/government partners. Use of the $100,000 in the 1997- 98 school year would be as
follows:

. Teacher recruitment and training ‘ $30,000
. Student leadership and community building $10,000
. Student experiences with career-related
organizations $20,000
. Curriculuin building ‘ $20,000
. Learning material, equipment, and :
miscellaneous support $20.,000

Total $100,000
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| {NFORMATIOS:
MEMORANDUM FOR SECRETARY RUBIN .

THRO;UG]E[: Ben Nye q@ul,w | 61,, L WA

FROI\&: ‘%‘Vlames Coleman Tlbong .

SUBJECT: Status Report of the Treasury - D.C. Partnership in Education

This isia brief note to post you on the progress of Treasury’s Partnership in Education. We now
have just over 100 high school intern volunteers working in the Treasury Department. The
students are spread throughout the policy and management éﬁices as well as in several bureaus.
This week we are running two career planning workshops and will be holding a holiday reception
for the;students on Thursday. We are now turning our attention to further developing the.
tutoring portion of the Partnership. Finally, this is the last week for Erika Irish- who has been

member of the Partnership in Education from its founding. She will be missed.

I Y

Building on the success of the school-to-work program, the Partnership is now developing a.
tutoring program. Over 15 students have already expressed|an interest in this service and we are
now assessing the level of interest from among Treasury personnel. Qur plan is to provide
tutoring for up to one hour (not on official time) per week, here at the Treasury building. ‘The

~ Partnership will serve as a clearinghouse and will provide an onentatlon for new tutors to give
them an idea of what to expect.

’

Workshops

For the Fall program, two workshops in career planning will be held the week of December 16,
and we will offer resume writing workshops in January. These workshops are staffed by career
: counselors from Georgetown and American Universities.

\ Hieh School R ition of T ,

Asa part of annual Education Week, November 17-22, 1996, Eastern High School hosted an

assembly to publicly thank organizations who have supported the school in various partnerships
throu ghout the year. The Department of Treasury received a Certificate of Appreciation plaque,
and enthusiastic student response at the ceremony.




PP

As part of the effort to institutionalize the partnership program, we have recently had discussions
about our program with the national School-to-Work (STW)' Opportunities office. We are
exploring the possibility of developing a STW proposal, buddmg on our existing program with
Eastern: and Woodrow Wilson High Schools, as well as our Law Justice and Security Academy at
Anacostia High School. With this proposal we would take the lead in the federal sector to
develop a comprehensive STW program within the District of Columbia schools.

As part of the development process we will be meeting with representatives from the Departments

of Labor, and Education, as well as the Office of Management and Budget (OMB) in the near

future. We will keep you informed on our progress.
|

¥

cc: George Mufioz

Scott, Gould
Tony Fleming

i

1
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The Secretary of the Treasury

December 20, 1996

NOTE FOR JAMES COLEMAN
BEN NYE
FROM: BOB RUBIN A

Good work.

Attachment
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C.

September 9, 1996

MEMORANDUM FOR SENIOR STAFF

( BUREAU HEADS
SUBJECT: D.C.-Treasury Partnership in Education -
FROM: . Robert E. Rubin ) { 11 .

1 want to thank all of you who took part this summer in employing 103 interns under the “D.C.-
Treasury Partnership in Education” with both Eastern Senior High School and Woodrow Wilson
High School. 1 had the opportunity to read many of the memoranda your student interns wrote to
me detailing their experiences of this past summer. 1 was impressed by the enthusiasm and energy
the students brought to their jobs. It was also evident from thellr essays that many of you were
able to afford them a valuable developmental opportunity. Whether it was facilitating moves and
communication after the fire in Main Treasury, working with pelrsonnel files at Customs,
developing an inventory management system at the IRS, or researching and summarizing bombing -
material at'the ATF, the students appear to have made real contributions throughout Treasury

and, in the process, learned a great deal. Also, based on severalaccounts I have received from
those who jworked directly with the interns, it seems to me that this program worked enormously
well. ‘
I hope we can now build on the success of the summer program! With their return to school, we
read daily abcut the financial and administrative challenges confronting the D.C. public school
system. In thinking of ways we can help enhance District students’ educational and professional
development I have decided to continue our Treasury-wide intelmship programs this fall to allow
for after-school unpaid student interns. Your own personal involvement in promoting this
program within your own bureau will be enormously helpful to ensuring the success of this
program. Given the enormous educational opportunity and direction these jobs provide young
people, we can help make a meaningful difference in their lives.

I | /\JC ¢ To ‘é,u’(},
o f"?wgfﬂﬂ
il &

&-%ﬁiww
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 owill purchase in order to avmd supportmg predatory lendmg practmes

- legislate (cast ini stone) specific underwriting gzuid'elines, which by their nature evolve and
"5 ' 2

of abuse. Additionally, it would seem to be a mistake to establish de facto ceilings on

L 2000 195 1t PO PHNNIE FIME WHDn EUE 106 1widd 1w Al i .

NOTE FOR SECRETARY GENSLER

Attachedis a shori paper on predatory lending and the folé that the secondary
market, particula.rvly“tbe GSEs might play in addressing the abusive primary market
lending pra;:tices idenﬁﬁed in your recent public forums. As the forums demonstrated,
ptedatory lending abuses are .overwhelminglf i primary mafket phmom@on. 'Mdreovet.,
Wall Street has been much more closely comlec"tcd to this issue than the GSEs. The
seéondary market can however play a constructive role in extending standardization of
responsible; ﬁractices into the subprime rriarket " As you know, Fannie Mae and Freddie

Mac have issued guidance and pohcxes to their lenders setting forth criteria for loans they

We know that you are considering recommending legislation as to GSE loan

purchases in the Task Force Report. Asa matter of policy it does not seem advisable to
Lo

require judgment in their application. This apﬁrroach may be particularly inappropriate -

with reéaxd to predaxéry lending, where it is often the combination of factors that raises

concerns and eliminating any one or two may orily serve to encourage alternative forms -

purchasing guidelines, You want the indust!:'y to compete am: develop guidelines to
expand credit availability. F@Iy, legislating as to only the GSEs will not be effective.
The loans not allowed to be purchased by the C:SEs which are already pnncxpally sold
to Wall Street investors — wxll find their way to| other, non-GSE purchasers What is

needed is a set of industrywide principles - a “good housekeeping seal” - thatis putto all |
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the industry’s players for signature. 1 encourage you to talk to Wade Henderson about his

efforts in this regard.

If the Task Force chooses to act with ?}report to the secondary market, it could |
recommend 'directing the relevant regulators To issue guidance on preda;tbry lending and |
‘the pohclcs and practices secondary market pllayers should put in place. This approach

has the advantage of the ﬂexlbxlxty of regulatory guidance, the expertxse of regulators that

understand the complex busingsses of the secondary market entities, and

comprehensiveness in terms of coverage. _

" Other alternatives are addressed in the|paper as well.

‘Please call with questions or comments.

£hd (O (I1Y iU WOlLoLLD r.a37U> o T



" An effective policy must aim to ensure that all secondary market entities institute,

© required by their regulators, through guidance, }to adopt policies and procedures that are

_ guidance provided for other secondaxy market entities should be provided for those non-regulated entities

JUN 12 2008 19:17¢ FR FRNNIE MRE WHoH 262 (D¢ (DLID 1U TDLLOLDD e S

 The Role of the Secondary Mortg_ge Market

It is clear from the pubhc forums that most qf the issues surroundmg predatory lending
center on practices in the primary market; however, the role of the secondary market was
also discussed. The secondary mortgage market, mcludmg Ginnie Mae, Fannie Mae,
Freddie Mac, the Feéderal Home Loan Banks, Wall Street investment banks, and others
has the potential to curb predatory lending pa'acuc&s by mstmmng, pubhshmg, and . 4
following guidelines in the purchase of or provxsxon of liquidity for primary market loans.
Secondary market participants can serve as rsponsﬂ:le sources of capital for primary
market lenders through the purchase and seczmnzanon of mortgages and can bring
needed standardization to the market. -

Participants in the secondary market have eccl)nomic incentives to avoid purchasing
fraudulent or abusive loans, as such loans are likely to have higher rates of default and
loss. However, our hearings and research suggest that some secondary market
participants may provide liquidity for abuswe pract:ces if they do not have policies and
procedures in place to guide their business practxces in this area. Fannie Mae and Freddie

Mac have already taken steps to gulde their business practices to prevent the purchase of
predatory loans.

Recomm'endations for Acﬁon

'

publish, and follow similar guidelines to ensure they have standards in place that promote
responsible lending practices by their pnmary market partners Otherwise, suspect loans | -
will simply migrate away from those entities \lmth appropriate purchasmg gmdelm&s to
secondary market purchasers without similar guidelines. The challenge in determining
the appropriate course of action is to couple secondary market principles that discourage
abusive practices in the primary market with continued expansmn of access to capltal for
the most underserved vulnerable consumers. Indeed, actions should provide incentives
for the secondary market to continue developing innovative ways to expand their serwce
10 consumers m the subpnme market.

Given the mfonnauon gathered by the Task Force, we believe that gmdance (as
distinguished from regulation) by the appropnate regulatory agency is the most
appropriate course of action because it is the most direct, immediate, and comprehensive
route to effective and timely results ! Secondary mortgage market entities should be

designed to avoid supporting predatory lendmg Such gu1dance should cover five key ,

! To the extent that any entity in the seoondary market dos not have a rcgulator, the ob;emve of the

through other means. The appropriate regulatory agmmes inclode the Department of Housing and Urban
Development, Department of Justice, Department of the  Treasury, Office of Comptroller of the Currency,
Office of Thrift Supervision, Board of Governors of thc Federal Reserve Syster, Federal Deposit

Insurance Corporation, Federal Housing Finance Board, Federal Trade Commission, National Credit Union
Administration, Office of Federal Housing Enterprise Ovmght and Seaurities and Exchange Commission.
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areas: xdenuﬁcaucn of the pracuces that should be avmded, development of policies and
procedures, development of internal centrols, pubhc awareness and risk identification and
_management systems to ensure that operauons conform to the guidelines the regulated
entities develop. Guidance should provide du'ectxon to secondary market entities
regarding certain business policies and procedur&s focused on "equity stnppmg
predatory lending practices. These include: (1) loans with single premium credit life -
msmance, (ii) asset-based underwriting, (iii) :%busxve points and fees (taking into account
loan size or to avoid creating a disincentive for important, but high-risk lending), and (v)
prepayment penalties (ensuring that when used they confer a tangible benefit to the
borrowa') The guidance should direct the regulated entities to diligently revisit and

- revise their policies, procedures and controls a§ business practices evolve and change.
The regulators should on a regular basis review the policies, procedures and controls
adopted by the regulated entities and work with them to gather data that will support the
better understanding of what further actions should be taken.

Treasury and HUD recommend significant smdy and dxscussion on the issue of whether
regulatory guidance should be supplemented by disclosure by primary market
participants, Such information might include points. and fees other than those paidto -
third parties; note rates; Annual Percentage Rate single premium credit hfemuranoe,
prepayment penalties; indications of multiple reﬁnances, and yield spread premiums paxd
to brokers. The regulators should consult with each ather and consider the feasibility,
“additional burden associated with, and quant:ﬁcanon of the beneﬁts that would be -
achieved by, such disclosures before adopting such action in any regulatory guidance,

Légnslauon is an alternative course of action. To the extent legzslanon is deemed
necessary, it should be focused on duecnng the regnuazors 10 issue the guidance described
above. Treasury and HUD recognize that legislation regarding the specific underwriting

. practices of secondary market participants woul'd be difficult and not clearly effective,

since underwriting standards are often flexible and involve considerable judgment in their
application. Moreover, we doubt that effective and comprehensive legislation could be
enacted in as timely a fashion as regulatory guldance However, if there is legisiation in’
this area, it should be limited to (1) directing the}reievant regulators to issue gmdance (as

descnbed above) to their regulated entities on appropriate practices, and (2) requiring -
~ reporting to regulators of key lending practices (as described above).

r. 85700

*x TOTAL PAGE.ES *ok
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June 20,2000

, The Honorable Chnstopher S. Bond

" Chairman, Subcommittee on VA, HUD and Independent Agencxes
Committee on Appropnanens :
United States Senate
Washington, DC 20510-6032

Dear Mr. Ghairman:

While home ownership is now-at a record high, with 67.1 p°rcent of American
families owning their own home, too many low- and moderate-income families are still
victims of predatory lending practices. We are pleased to]tzansmlt to you a copy of the
Department of Housing and Urban Development’s and the Departmem: of Treasury’s
Joint Task Force report entitled “Curbing Predatory Home Mortgage Lending: A Joint

: Report

Thie joint Task Force was formed in response to mqmnes made by Senator
Mikulski during a Senate Appropriations Subcommittee heanng on the FY 2001 VA
HUD Appropriations bill this past March. HUD and Treasury 3omtly convened the
~ Task Force in April 2000. This report constitutes the reco nmcndanons of HUD and -

- Treasury for legislative and regulatory actions, which will protect consumers against
predatory lending while maintaining access to credit for Iow- and moderate-income

~ borrowers. The report provides nearly 50 recommendatxons to combat predatory
lending, including measures to raise consumer literacy, ehmmate predatory sales
practices, end abusive loan terms and conditions, and estabhsh a regulatory framework

_for subprime lenders similar to that which currently governs prime lenders.




We look forward to working with you on this impoftant issue as it moves

forward.
Sincerely, | - :
J | i - '
YOV S A W AV e 4‘-’04" ' e

- Lawrence H. Summers Andrew Cuomo
~ Secretary 4 : Secretary ,

Department of the Treasury Department of Housing

. and Urban Development
Acc:V The Honorable Phil Gramm
' The Honorable Paul Sarbanes
The Honorable Wayne Allard

The Honorable John F. Kerry
The Honorable Ted Stevens
The Honorable Robert Byrd
The Honorable Bill Young
Thé¢ Honorable David Obey
The Honorable James T. Walsh
The Honorable Alan B. Mollohan
. The Honorable Jim Leach
The Honorable John L. LaFalce
The Honorable Rick A. Lazio
. The Honorable Barney Frank
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' The anoi able Bafbar‘a A. Mikulski

‘Washington, DC 20510-6032
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June 20, 2000

Ranking Minority Member '

Subcommittee on VA, HUD and Independent Agencxes
Comumitte¢ on Appropriations

United States Senate

2 ﬁ.
Dear Senator Mikulski:

While home ownérship is now at a record high, with 67.1 percent of American
families owning their own home, too many low- and moder“ate-inconile families are still
victims of predatory lending practices. We are pleased to transmit to you a copy of the

. Department of Housing and Urban Development’s and the Department of Treasury’s

Joint Task Force report entitled “Curbing Predatory Home +Mm*'z‘g,rz:rge Lendmg A Joint
Report.” ,

The joint Task Force was formed in response to mqmnes made by you dunng a
Senate Appropriations Subcommittee hearing on the FY 2001 VA HUD Appropriations
bill this past March. HUD and Treasury jointly convened the Task F?rce in April 2000.
This report constitutes the recommendations of HUD and Treasm'y for legislative and
regulatory actions, which will protect consumers against predatory lending while
maintaining access to credit for low- and moderate-income borrowers The report
provides nearly 50 recommendations to combat predatory lendmg, mi:ludmg measures
to raise consumer literacy, eliminate predatory sales practices, end abusive loan terms
and conditions, and establish a regulatory framework for subpmne lenders similar to
that which currently governs prime lenders. :




We look forward to working with you on this important issue as it moves

forward.
~ | . Sincerely, ~ ( -
| NI, 4 i
Frnlnces H o snans /rvclv -
Lawrence H. Summers " Andrew Cuomo
Secretary _ : Secretary
Departmerit of the Treasury : Department of Housing

and Urban Development

cc:  The Honorable Phil Gramm
The Honorable Paul Sarbanes
The Honorable Wayne Allard
The Honorable John F. Kerry
The Honorable Ted Stevens
The Honorable Robert Byrd
The Honorable Bill Young
The Honorable David Obey

. The Honorable James T. Walsh

~ The Honorable Alan B. Mollohan
The Honorable Jim Leach
The Honorablée John L. LaFalce

- The Honorable Rick A. Lazio
The Honorable Barney Frank ’ ;




- EMBARGOED UNTIL 2:30 PM EDT : Contact: | HUD - 202-708-0685
June 20, 2000 p ‘ ; Treasury — 202-622-2960

HUD TREASURY RELEASE JOINT REPORT REC DMMENDING

‘ACTIONS TO CURB PREDATOITY LENDING .

Treasury Secretary Lawrence H. Summers and Housmg and Urban Development
Secretary Andrew Cuomo today released a joint HUD-Treasury report detailing recommendations
_on legislative, regulatory, and other steps to curb the i mcreasmg occurrence of predatoxy

mortgage lending.

“These critical recommendations will help protect Amencan families from the abusive
practices of some unscrupulous lenders,” said Secretary Summers “Predatory Iendxng practices,

should have no place in the subprime market, or any other rnarket

Secretaty Cuomo said: “Predatory lenders are greedily devouring families’ life savings and
destroying gcod neighborhoods all across the country. We heard horror stories at our forums
around the country about the suffering these lenders have. cau's.ed and Members of Congress have .
heard the same stories. We ask Congress to join us and move 'swxﬂly to give Amencan

. homebuyers the protection they need from predatory lenders.”}

Based on information gathered at five field forums by the joint PIIUD-Treasury Task Force
on Predatory Lending, the report, “Curbing Predatory Home Mortgage Lending,” proposes a

four-point plan to address predatory lending practices:

o Improve Consumer Literacy and Disclosures. Creditois should be required to recommend
‘that high-cost loan applicants avail themselves of home mortgage counselmg, disclose credit
scores to all borrowers upon request and give borrowers more nmely and more accurate

information as to loan costs and terms.

-e  Prohibit Harmful Sales Practices in the Mortgage Market Practxces such as loan’

“flipping” and lending to borrowers without regard to their ability to
banned. New requirements should be imposed on mortgage brokers

repay the loan should be
to document the

appropriateness of a loan for high-cost loan applicants, and lenders who report to credit

bureaus should be required to provnde “full-file” payment hlstory for
customers.
LS-719
~-more-

their mortgage




o Restrict Abusive Terms and Conditions on High-Cost Loans. | We recommend that
Congress increase the number of borrowers in the subpnlne market covered by legislative _
protections; further restrict balloon payments on hlgh~cost loans; restrict prepayment penalties
and the financing of points and fees; prohibit mandatory arbltranon agreements on high-cost
loans; and ban lump-sum credit life insurance and similar products

o Improve Market Structure. Award Commumty Reinvestment Aft (CRA) credit to banks _
and thrifts that promote borrowers from the subprime to pmne moggage market, and to deny
CRA credit to banks and thrifts for the origination or. purchase of loans that violate applicable
lending laws. ‘

Senator Paul Sarbanes of Maryland, Senator Charles Schumer of New York and
Congressman John LaFalce of New York have all introduced 1mportant legislation to combat

predatory lending. ' : |

“I want to commend Secretary Cuomo, Secretary Sunlrners and|the members of the
Predatory Lending Task Force for their thorough and excellent work,” said Senator Paul
Sarbanes. “This report incorporates the key principles contained in the LaFalce«Sarbanes
legislation and lays out a roadmap for actlon by the Congress and the regulators that will help put
an end to these abusive practices.” .

Representatwe John LaFalce said: “The Task Force has made strong recommendatlons
~ that -- if they are fully implemented -- can make a real dxﬁ'erence in curbmg abusive predatory
lending practices. I am particularly pleased that the Task Force s report embraces the pnncxpal
elements of the LaFalce-Sarbanes predatory lending bill mtroduced earlier this year.”

~ Senator Charles Schumer, who recently released a report on predatory lending in New
York, added: “It is clear that we need to focus a spotlight on prledatory lenders whose sole
purpose is to hijack the American dream from unsuspecting borrowers. We should leave no stone
unturned to find and crack down on predatory lenders and Congress must pass the strongest
legislation possible to end this pernicious practice.” o

While expanded access to credit from both prime and subprime lenders has contributed to
- the highest homeownershlp rates in the nation’s history, there is growing evidence that some
lenders are engaging in predatory lending practices — excessive ﬁont«end fees single premium
credit life insurance, and exorbitant prepayment penalties — that make homeownershnp much more
costly for families that can least aﬁ‘ord it. : -

Copies of the report can be found on the HUD homepage at www hud.gov/news.html or
at the Treasury homepage at www treas gov. ,

-30-



http:www,treas.gov
www.hud.gov/news.htmlor

, Todéy, Treasury Secretary Lawrence H. Summers and Housing and Urban Development Secretary
Andrew Cuomo released a joint HUD-Treasury report detailing the agencies’ recommendations on
legislative, regulatory and other steps that will help to curb predatory and al'msive home mortgage lending.

The report’s analysis and recommendations are based on mformatlen that HUD and Treasury gathered as
co-chairs of the National Predatory Lending Task Force, convened by Secretaries Cuomo and Summers in
April, 2000. Through public forums with industry, consumers, consumer advocates, and local and state
governments in Washington, Atlanta, Los Angeles, New York, Baltimore and Chicago, HUD and Treasury
collected evidence on the nature and growing incidence of predatory lending|practices nationwide.

" The report finds that while no one set of abusive practices or terms characterizes a predatory mortgage
loan, a loan can be predatory when lenders or brokers: charge borrowers excessxve often hidden fees;
successively refinance loans at no benefit to the borrower; make loans without regard to a borrower’s
ability to repay; and engage in high-pressure sales tactics or outnght fraud and deception. Vulnerable -
populations, including elderly and low-income individuals, and Jow-income or mmonty nelghborhoods may
be targeted by these unscmpuleus lenders. 3 .

L ‘ A
To combat these abusive practices, HUD and Treasury recommend that Congress, the regulators and states’
take new action to protect consumers, encourage healthy market cox%npetition and improve the information

“available to mortgage borrowers, especially in the high-cost mortgage loan market where these practices
often occur. The agencles propose a four-point plan to address these practices nationwide, including;

e Improve Consumer Literacy and Drsclosures. ,
v Creditors should be required to recommend that high-cost lo;}n applicants avail themselves of home
mortgage counseling, and to disclose credit scores to all borrowers up?n request.

v" The federal government should take new steps to improve the ﬁnzmclall literacy of mortgage
borrowers, especially those in the subprime mortgage market,

v As part of a package of reforms that includes proposals to address predatory lending, Congress
should enact amendments to the Real Estate Settlement Procedures Act (RESPA) and Truth in
Lending Act (T]ZLA) to give borrowers more timely and accurate information as to loan costs and -
terms.

e Prohibit Harmful Sales Practices. :
v" Congress should enact new legislation, and the Federal Reserve Board should use its existing
~ authority, to prohibit abusive lending practices, including loan “ﬂrppmg” and lending to borrowers
without regard to their ability to repay the loan.

v New requirements shou]d be imposed on mortgage brokers to document the appropnateness of a
loan for high-cost loan applicants, lenders should be liable for broker misconduct if they knew or
should have known of the activity, and lenders who report to credit bureaus should provide the full
payment history for their mortgage customers.




Restrict Abusive Terms and Conditions on H:gh-Cost Loalns
-v Congress should amend the Home Ownership and Equity Protectnon Act (HOEPA) to: increase the
number of borrowers-in the subprime market covered by HOEPA S protectlons further restrict
balloon payments on high-cost loans; and prohibit mandatory arbitration agreements on high-cost
loans.

v’ Congress should prohibit the sale of single-premium ihsurarluce products in connection with all
mortgage loans, and place greater restrictions on prepayment penalties and the financing of points
and fees for HOEPA loans.

Improve Market Structure. ;

v' The federal financial institution regulators should provide favorab]e CRA cons:deratlon to banks
and thrifts that “promote” borrowers from the subprime to pnme mortgage market, and should.
deny CRA consideration for the origination or purchase of loans that yiolate applicable lending
laws.

v" Lenders should disclose the incidence of HOEPA loans in mortgage-backed secuntnes pools to the
rating agency and secondary market, and securitizers should disclose that same incidence in the
offering documents.

v" Congress should enact legislation to clarify, as necessary, the|authority, of HUD and the Federal
_ Housing Finance Board, to prohibit, through regulation, the government-sponsored enterprises
" (Fannie Mae, Freddie Mac and the Federal Home Loan Banks} from pﬂrchasmg loans w:th
" predatory features.
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DEPARTMENT OF THE TR

WASHINGTON, D.C. 20220

September 6,. 2000

MEMORANDUM FOR SECRETARY 8 ERS

THROUGH: Gary Gensler
Under Secretary
Domestic Finance
FROM: Michael S. Barr  “IV
Deputy Assistant Secret
Community Development Policy
SUBJECT: Predatory Lending Report Preface
ACTION FORCING EVENT:

EAS URY

We are releasing a final printed version of the jomt Treasury-HUD Predatory Lending Report,
which we released in June. This printed version is to include a preface from you and Secretary

" Cuomo. Secretary-Cuomo has already sxgned the attached.

RECOMMENDATION:

That you sign the attached.

Agree

ATTACHMENT:

Disagree

Letter for Signature

Let’s Discuss




PREFACE

Over the last several years, our nation has made enormous progress in expanding access to capital
for previously underserved borrowers. This progress has contributed to the highest rate of
homeownership in our nation’s history - two out of three American families now own their own
homes - as well as the highest rate of homeownership in hlstory for African-American famnhes

Desp;te this progress, however, too many families are suffering today because of a growing
incidence of abusive practices in a segment of the mortgage lending market. Predatory mortgage
lending practices strip borrowers of home equity and threaten families with foreclosure,
destabilizing the very communities that are beginning to enjoy the fruits of our nation’s economic
success.

We jointly convened the HUD-Treasury National Predatory Lending Task Force in April 2000 to
further investigate the problem and to develop a set of recommendations to combat abusive
practices in the home mortgage lending market, This report recommends that Congress, the
regulators and states take further action to protect consumers, to encourage healthy market

competition and to improve the information available to mortgage borrowers, especially in the
high-cost mortgage loan market where these practices often occur.

In developing these recommendations, we engaged the assistance of a wide variety of parties

- interested in, and affected by, the issue of predatory lending. ‘We are indebted to the members of
the National Task Force, the borrowers, industry representatlves and community leaders who
provided testimony at our five national field forums, and the federal financial institution regulators
for helping to form the analysis and recommendations offered in this report. We are also grateful
to our staffs at the Treasury Department and the Department jof Housing and Urban Development
for their work in delivering this comprehensive report in a short period of time.

It is imperative that we take steps as a nation to ensure that the mortgage market works for all
Americans. New legislation and regulation guided by the recommendanons in this report will help
to stem the growth of predatory practices, and will allow more families to attain and retain
homeownership and financial stability.

Sincerely,

: e
Lawrence H. Summers Andrew Cuomo
Secretary of the Treasury ‘ Secretary of Housing and
‘ Urban Development
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DEPARTMENT OF THE TREASURY

September 6, 2000

MEMORANDUM FOR@fCRETARY S ERS

THROUGH: Gary Gensler
Under Secretary
Domestic Finance

FROM: Michael S. Barr <"
: Deputy Assistant Secret
.Community Development Policy.

SUBJECT: Predatory Lénding Report Preface

ACTION FORCING EVENT:

WASHINGTON, D.C. 20220 .

2000-8818

ACTION

We are releasing a final printed version of the Jomt Treasury HUD Predatory Lending Report,

- which we released in June. This printed version is to includ
Cuomo. Secretary Cuomo has already signed the attached.

RECOMMENDATION:

That you sign the attached.

ok o e

ATTACHMENT: . Letter for Signature

o

e a preface from you and Secretary

(<Z/ )/

Let’s Discuss
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PREFACE-

"Over the last several years, our nation has made enormous progress in expanding access to capital
for previously underserved borrowers. This progress has contributed to the highest rate of
homeownership in our nation’s history - two out of three Anyuencan families now own their own
homes - as well as the highest rate of homeownershlp in history for African-American families.

- Despite this progress, however, too many families are suffering today because of a growing
incidence of abusive practices in a segment of the mortgage lending market. Predatory mortgage
lending practices strip borrowers of home equity and threaten families with foreclosure,
destabilizing the very communities that are beginning to enjoy the fruits of our nation’s economic
SUCCESS.

We jointly convened the HUD-Treasury National Predatory Lending Task Force in April 2000 to-
further mves‘tlgate the problem and to develop a set of recon"lmendatlons to combat abusive.
practices in the home mortgage lending market. This report. recommends that Congress, the
regulators and states take further action to protect consumer's to encourage healthy market
competition and to improve the information available to mortgage borrowers; especially in the

high-cost mortgage loan market where these practices often foccur.

In developing these recommendations, we engaged the'assistlance of a wide variety of parties
interested in, and affected by, the issue of predatory lending.l We are indebted to the members of
the National Task Force, the borrowers, industry representatives and community leaders who
provided testimony at our five national field forums, and the federal financial institution regulators
for helping to form the analysis and recommendations oﬁ'ered in this report. We are also grateful
to our staffs at the Treasury Department and the Department of Housing and Urban Development
for their work in delivering this comprehensive report in a short period of time.

- It is imperative that we take steps as a nation to ensure that the mortgage market works for all
Americans. New legislation and regulation guided by the recommendations in this report will help
to stem the growth of predatory practices, and will allow more families to attain and retain
homeownership and ﬁnanmal stability.

Sincerely,

Lawrence H. Summers - © Andrew Cuomo
Secretary of the Treasury v " Secretary of Housing and
e -’ - Urban Development

)
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. THROUGH: SECRETARY RUBIN

| .‘ . ' - 6(45’"' ,’.5"[)7/&7

DEPARTMENT OF THE TREASURY

WASHINGTON, D.C. 20220
Qctober 3, 1995

especially siody
MEMORANDUM FOR PRESIDENT CLINTON |, . aul ‘mmoerc wwher
FROM: LES SAMUELS 4 8% are

l ‘cua..-) "!fﬁ.d(.ﬂ' ’t“&,sn

SUBJECT: Promoting Retirement Plan Coveragg and Savmgls for Temporary Workers "‘"i‘"f
We understand that you have asked whether the Administration is taking steps to promote retirement
plan coverage and savings for temporary workers, ."Temporary i,Workers generally include self-
employed independent contractors who serve vartous customers (mcludmg people who work part-time
from their home) or employees of a leasing organization (such as a secretarial "temp” agency or a firm
that supplies its customers with computer consultants), as well as other employees who frequently move
from employer to employer. The Administration has proposed sleveral measures that would promote
retirement plan coverage and savings for these temporary workers,

L The NEST. The Administration’s pension simplification pvroposal would introduce a new,
simple retirement savings plan (National Employee Savings Trust or the NEST) for small’
businesses, including temporary workers who operate as independent contractors. The NEST
minimizes administrative and compliance costs and eliminates the need for employer .
involvemerit with the government. NEST contributions would be 100% vested immediately,
and account balances would be freely transferable to IRAs to promote portability of benefits for
workers who change jobs frequently. Designed to combme the most attractive features of the
IRA and the 401(k) plan, the NEST provides for both employee salary reduction contributions
and employer contributions.

. Leased Employees. The “"leased employee" rules in the Itax code are generally intended to
prevent employers from avoiding retirement plan coverage of lower-paid employees by leasmg
these workers from another employer. The Administration’s pension simplification proposal
would clarify these rules to ensure that a worker who truly is an independent contractor does
not lose work opportunities because the business is concerned that the worker might be a
"leased employee." Although this change may give busm‘esses greater latitude to avoid
covering these workers under their employee benefit plans, the NEST would pr0v1de a simple
alternative way for the mdependent contractor to save for lretlrement

L Expanded I‘RAs. Many temporary workers who are covered by an employer’s retirement plan
never receive benefits because their employment terminates before their benefits vest. Many of
these employees cannot currently make any deductible IRA contributions because their income

_exceeds the threshold at which the IRA deduction is fully phased out (currently $50,000 for
married taxpayers). The Administration’s IRA proposal includes a higher income threshold
($100,000 for married taxpayers) that would enable these workers to make fully deductible IRA
contributions, , ‘

L Faster Vesting for Multiemplover (Union) Pension P!ani Many unionized employees in a

particular industry (e.g., construction) move from job to Jeb and work only temporarily for any
one employer. These employees are often covered by a multiemployer (union) pension plan.
The Administration’s pension simplification proposal would shorten the maximum period over
whxch pension benefits under these plans must vest from ten years to five years.

- ey “ed‘, B’\*L‘ fe2pecT £+ n lc"ﬂ&h:[ ’h-/on

We are workmg actively on the temporary worker 1ssue4and are contmumg to consider possible further
proposals in this ar¢a.

(TS



E TREASURY

THE SECRETARY OF TH
‘ < (_/ ‘ S L , ‘
% Ex g - J‘[{ [o/b’
Prawms 6.0 Mo
yo v .Mcm “"b 'Vrélclaff o

Tap ' :’ e o
C*’orgay Werllersr Wa V"‘) Zf..; . 8 ~ Cera)

. ‘ o : “
s ‘(, ~ J"c i CErEase M u(""’*"~ ase X
: 1y
'n“"f‘pﬂ;f asd I Jf(nok— N ‘ e L‘-
4

;oo ¢ Jc-fv’tk.., Come A“"J ‘ 4‘441,74 *a (,

cC— f YD 1¢G .
LS



http:r-e...rc

]

ADMINISTRATION HISTOFY APPENDIX
CHAPTER FOUR; INCREASI1NG ECONOMIC
OPPORTUNITY

\X/EL]FARE TO
\X/ORK




'1998-SE-004598

DEPARTMENT OF THE TREASURY
WASHINGTON, D.C.

ASSISTANT SECRETARY o I APR 0 5 ]g”ga
MEMORANDUM FOR SECRETARY RUBIN
FROM: Nancy Killefer | /(4
Assistant Secr r Management
and Chief Financial Officer

SUBJECT: FY 1997 Welfare to Work Report

SUMMARY:

The Vice President is preparing to issue a “Welfare to Work - First Anniversary Report” that
summarizes many of the successes in the first year of the Welfare to Work initiative. This report
references a web site maintained by the National Partnership for R‘emventmg Government which
contains a copy of the full text of Treasury’s FY 1997 report. A copy of the Treasury report is

attached (Tab A).
DISCUSSION:

On March 8, 1997, the President directed agencies to hire people oﬁ’ the welfare rolls into
available positions. In support of the President’s directive, the Department annouriced a
commitment of hiring at least 200 welfare recipients the first year and 205 the second.:

The attached report outlines Treasury’s success in hiring former welfare recipients and identifies
assistance being offered these employees to help ensure they retain their jobs. The report also.
describes efforts in Treasury which are designed to stimulate the economies of distressed areas
and bring all Americans into the economic mainstream. :

The report only reflects information through September 1997. However, through the end of the
first year of the program (March 1998), 493 former welfare recipients had been hired in Treasury,
surpassing our two year commitment. I have provided statistical information concerning the
appointments of the 493 hires (Tabs B and C).

' 'ATTACHMENTS: Tab A - Fiscal Year 1997 Report
“Tab B - Chart - Welfare to Work Hires
Tab C - Statistical Information




DEPARTMENT OF THE TREASURY

WELFARE TO-WORK FISCAL YEAR 1997
EXBCUTIVE SUMMARY

We are encouraged by the accomplishments made in Treasury this past fiscal year. Treating
the President’s directive as not simply an isolated recruitment program, but a vital component
of the much broader initiative - Welfare Reform, we have taken the lead to help bring low-
income households and economically depressed areas into the economic mainstream. Our
accomplishments have covered both the broad efforts designed to stimulate the economies of

distressed areas, as well as the more immediate focus of ensuring Treasury becomes a model
employer by recruiting and retaining those most in need - welfare recipients.

Secretary Rubin has been a stfong supporter of this effort, both w\lfithin Treasury and across the
nation. He met with 20 Chief Executive Officers, mcludmg the major sponsors of the

- President’s Welfare to Work initiative, to discuss and encourage private sector efforts to hire

welfare recipients. At the same time, within Treasury, he xdenuﬁed welfare to work as a priority
and lughhghted it in the Department’s Strategic Plan.

We are proud of our efforts and believe they will pay divide nds far into the future. Of
particular note, we would like to report:

. The promotion of the Eamed Income Tax Credit (ETT C). The Ipt‘emal Revenue Service (IRS)
continues to educate businesses and taxpayers about EITC, is taking steps to eliminate
the instances of EITC fraud, and is working to increase participation in advance EITCs
so that taxpayers receive the benefit of the EITC througl‘\out the year;

. Treasury’s success in hiring welfare recipients. Through the enfl of FY 1997, we were pleased
to report very encouraging results - 52 welfare recxpxents hired. However, soon
thereafter, we experienced a surge in hiring as the IRS launched its recruitment efforts
for tax season.. As a result, by the end of the first full )g;é_l_g of the program, we not only
expect to meet our commitment of 200 hires, but anticipate doubling it.

To what do we artribute our success in hiring former welfare recipients? thn asked most of
our front-line employees echoed a fundamental theme, “Establish a line of communication with
your local social service organization.” From our largest organization to our smallest, we have
been told that by fostering a relationship at the local level, the difficulties of finding job

candidates diminish, and the chances of recruiting the “right” person increase. '




- DEPARTMENT OF THE TREA;SURY
' WELFARETO WORK |
FISCAL YEAR 1997 REPQRT'

Introduction

On March 8; 1997, President Clinton directed Federal agencies to participate in a national
effort to hire people off the welfare rolls:  He expressed his commitment that the Federal
Government should contribute to the greatest extent possible to thxs effort At Treasury, we are

very encouraged. by our accomplishments thus far. ' ‘ i

i

We realize that the President’s directive is not simply an isolated recruitment program, but a

vital component of the much broader initiative - Welfare Reform. As we work to change the
welfare system, those in the Federal Government must take the lead, not only in setting an
example for the private sector by hiring welfare recipients, but in’ other actions to help bring
low-income households and economically depressed areas into L;hé economic mainstream. In
fact, on a daily basis, we are using our broad-based expertise in the areas of tax policy, capital
markets and financial services to address these issues. - i

i
i

Over the last six months, our accomphshments covered both the broad efforts designed to
stimulate the economies of distressed areas, as well as the more immediate focus of ensuring
‘Treasury becomes a model employer by recruiting and retaining those most in need, welfare
recipients. Provided below are the hxghhghts of our efforts. ;

- Leadership Commitment

Secretary Rubin has expressed and demonstrated his commmnent to making welfare reform
work on numerous occasions. In remarks to the Kennedy School Forum last winter, Secretary
" Rubin stated, “What we need to do is to put in'place the progxa‘ms that will have the effect of
providing jobs for those who move from welfare to work. And that in turn, is part of a larger

issue of economic development in the inner cities, and moving the residents of the inner cities -

into the economic mainstream.” ;

'

In May, Secretary Rubin met with 20 Chief Executive Officers, including the major sponsors
of the President’s Welfare to Work initiative, to discuss and encourage private sector efforts to
hire welfare recxpxents , j .

, o
The Secretary s commitment is also reflected as a pnonty in the Department s Strategm Plan
which includes as an Objective: “Promote Fair and Efficient Dehvery of Credit and Other
Financial Services and Help Bring Residents of Distressed Conilmunmes into the Economic
Mainstream.” Twelve different strategies have been developed to accomplish that objective,
mcludmg, ‘Work with other Federal agencies to develop policies to move families from welfare
to work.” : ~ =

{
(

i




Treasury continues to play an important role in the Administration’s efforts to bring all
Americans into the economic mainstream, through such initiatives as:

.-

~ Americans.

The Work Opportunity Tax Credit (WOTC), which encourages employers to hire eight
targeted groups of job seekers, including welfare recipien]t,s The WOTC is one tool to
help job seekers most in need of employment gain on-the-job experience and move
towards economic self-sufficiency.

The Welfare to Work Tax Credit which encourages employers to hire long-term welfare
recipients. This tax credit permits employers to claim a 35% credit on the first $10,000

~ of wages in the first year, a 50% credit in the second year| and treat employer-provnded

education, training, health care, and dependent care as v&‘rages

Treasury launched new Presidential Awards for micro- enterpnse development which
recognize innovative and outstanding programs that help empower low-mcome

President Clinton's expansion of the Earned Income Tax Credit (EITC) has helped reward
work for 15 million families. The IRS conducts an extensive marketing campaign to
educate businesses and taxpayers about the EITC. This ca}mpaign includes TV and radio

* Public Service Announcements, print products and interviews. A mailing is distributed

each year to over 6,000 organizations to provide workmg families with the information

needed to claim the credit. The IRS also sends out “Post. Fxhng Notices” to those filing

returns who did not claim a credit but appear to be ehgxble As part of the President’s
directive, Treasury sent information on eligibility for EITC to the Heads of Executive
Departments and Agendies. : '

Treasury is improving the comprehension and utilization|of the EITC through a variety
of strategies and is seeking to eliminate the instances of EITC fraud. An IRS task force
was established which is studying how to increase participation in advance EITCs under
which taxpayers receive the EITC during the tax year. Also, IRS will encourage more .
low income taxpayers to obtain free help filing their tax forms. Already, under the
Volunteer Income Tax Assistance (VITA) Program, volunteers offer free tax help to people
who cannot afford professional assistance. In 1996 lalone, almost 48,000 VITA

volunteers assisted nearly two million taxpayers in completing their returns.

The Administration secured a permanent extension of the Low Iricome Housing Tax Credit
which expanded the flow of private investment dollars to build affordable housing.

" The Department is implementing the President’s call for a nationwide network. of

community development banks with the Community Development Financial Institutions
Fund, which provides capital to businesses in distressed|communities across the U.S.

- economic viability of distressed communities across the |

This initiative, along with the Commumty Reinvestment

Act is helping to promote the
nation. A
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Recruitment Strategies

To facilitate the implementation of the President’s directive on Welfare to Work, Secretary
Rubin issued a “Welfare to Work Implementation Guide” to each Treasury bureau. This Guide
is a comprehensive resource for bureau personnel and included a copy of the Department’s plan
to recruit, hire and retain welfare recipients across the country{ ‘Each Treasury bureau has
delegated personnel authority and has outlined strategies which reflect their particular mission,
culture and budgetary resources. Two important points have been emphasized: use every
existing hiring authority to achieve our goal; and make certain we hxre the best people for each
vacancy. ‘

We are well on our way to achieving and exceeding our goal. Through the end of FY 1997, 52
welfare recipients had been hired. This exceeded 25% of our first year commitment to hire 200
welfare recipients. More recent reports indicate that with tax season fast approaching and the
IRS expanding its recruitment efforts, we no longer expect to simply meet our first year goal,
but now expect to double it! We are also pleased with those welfare recipients who have been
hired. All reports indicate they have quickly become productjlve members of the Treasury
workforce. It is evident that our emphasis on finding the best| people is paying dividends.
While the Worker-Trainee adthority is available for this initiative, and Treasury bureaus have
and will continue to use this authority, we have not limited the hxrmg of welfare recipients to
lower graded jobs. In fact, of the 52 hires in the Department, 28 were hired at a GS-5; six at
a GS$-4; six more at a GS-3; and only 12 at a GS-1 or 2.

To what do we attribute our success? Most bureau coordmators echoed one simple,
fundamental theme: “Establish a line of communication with- your local social service
organization.” From our largest organization to our smallest,| we have been told that by
fostering a relationship at the local level, the difficulties of finding job candidates diminish, and

 the chances of recruiting the “right” person increase. This is demonstrated in the following

reports:

. A \
From the Internal Revenue Service:

Upon first hearing about the Welfare to Work initiative, those in the Customer
Service Division in Seattle, Washington, were captivated by the program and
thought it would fit in well with their continuing need to hire Contact
Representatives. After learning the basics, they decided to give it a try. At first
they intended to use the Worker-Trainee Authority to hire employees, send them
through extensive training, and hope that eventually they could become Contact
Representatives. However, before proceeding with their |plan, they met with -
officials from the local welfare department. Followmg that meeting, they
reexamined their strategy. The welfare department agreqd to act as a referral
source for applicants who would fully qualify as GS-4 or 5 Contact
Representative. In' the month following their agreement with the welfare
'department 13 welfare recipients were hired at a GS-5. | The next month 12
more were hired at the same grade level. Not only did tlns office support the
Welfare to Work Program, but they were also able to fill the needed vacancies
immediately with qualified individuals. '




Next, from the U.S. Customs Service, a story. which also highiights ‘the value of creative
thinking: , : :

As the Federal Govemment continues to downsxze, more and more agencies are
establishing transition assistance centers to help their affected employees find
new employment, These transition assistance centers are an excellent source of
highly skilled, highly motivated workers; and because it doesn t take very many
paydays without a check to force a family|to seek assmtance. they can also be a
potential source of welfare to work candidates. Customs was able to hire a
‘candidate under just such circumstances. The individual had been RIF'd from
a local agency. A number of agencies in the commuﬂng area were also
undergoing RIFs, so the job market was tight. To further complicate the -’
situation, this individual was about to give birth to hier fifth child. State
assistance was the last thing she wanted to accept, but her options were limited.
At the time Customs met her, it had been a year since she had been RIF'd: Her
skills and experience were an excellent match for a GS-5 p%smon that was open.
She brought a wealth of knowledge, and a contagious positive attitude and woik -
ethic. She had worked her entire adult life, sometimes as many as three jobs, to
make ends meet for her family. She is proud to be back in control of her
- circumstances, and looks forward to a Iong and very promxsmg career with

Customs. : . f

The benefits of using contacts with local organizations is also evident in the success realized by
one of our smaller bureaus, the Bureau of Public Debt: g

This bureau, headquartered in Parkersburg, West’ ergm;a, entered into a
partnership agreement with the West Virginia Department/of Health and Human
Resources (DHHS). DHHS agreed to pre-screen pou'antial candidates for
positions, provide them with information about jobs with Pubhc Debt, and refer
those who have job skills and training suitable to available job opportunities.
This agreement has enabled Public Debt to make szgmflc[ant progress in hiring
welfare recipients despite not being located in a major urban market. Through
this agreement, they have already exceeded their projected hnnng goal for the first
year. :

These examples show how Treasury bureaus are using direct. contacts with local social service
organizations to make the welfare to work program a reality. , '
i

Retention Practices

As described, Tre.asury has been successful in hiring the best peopie for the jobs. It is our belief
that by hiring qualified applicants at the appropriate grade levels, »\I!e will increase the likelihood
of employees staying. However, realizing that there is more to ;obl retention than qualifications
and higher pay, Treasury has taken the following measures to asswt former welfare recipients
in performing well and keeping their jobs. New employees- hxred from the welfare rolls are
assigned a mentor and, as approprate, Individual Training iPlans are used to identify
developmental needs. Family-friendly programs are utilized to assist all new employees in
adapting to a work environment and to address their special needs. Examples include:




[l
|

. Determmmg availability of child care and.the poss:blhnes for tumon assistance;

. Providing for elder care counseling and support; :
. Offering the option of participating in compressed or ﬂexxble work schedules; and . .
«  Providing subsidies for public transportation costs. "

Examples of tangible efforts on the part of the Treasury bureaus igdude:

. The IRS has 31 Performance Dévelopinent Centers. Thése Centers are designed to
enable employees to improve their knowledge base through skills inventory assessments,
Laxlored courses and interaction with a career counselor or Educauon Specialist.

. The Equa Opport.umty Ofﬁce in the Bureau of Alcohol, Tobacco and Firearms manages
a mentoring program that will be modified to accommodate new employees hired from
welfare. In addition, it will develop individual training packages which include lesson
plans in such areas as basic business English, telephone courtesy, basic computer skills,
and dressmg for the workplace. o

. The Financial Management Service has a cadre of tramed volunteer mentors who have

' participated in a formal Mentoring Skills Development Program The bureau will utilize
experiences gained from this program to better prowde ongomg assistance to new hires.

. In an effort to address common concerns, an office of IRS worked with the local FEB,
Labor and HHS to sponsor a work skills seminar. State and local social service agencies
also participated. Some IRS managers and employees agreed to help with future work
skills seminars and to serve as mentors for employees in other agencies.

Although the Department has not had grant authority, we are taking steps to emphasize to our
contractors the irportance of hiring people off the welfare rolls. These steps include contacting

rospective contractors to encourage their support, and in pamcular. encourage éxpanded
business opportunities through the increased use of the Javits- Wagner -O’Day Program. This
program creates employment and training opportunities for people who are blind or have other
severe disabilities. Its primary means of doing so is by contracting with Government agencies
for selected products and services from nonprofit agencies employing such individuals. Many
nonprofit agencies serve persons with severe disabilities and serve vocationally disadvantaged
individuals who are often welfare remplents , o :

> . ’ \




WELFARE TO WORK HIRES
First Year (a/o 3/24/98)

Note: The number next to the bitreau name is the self-identified goal of each bureau for the first year of the program.

March April May June July August Sept. Oct. Nov. Dec. Jan. Feb. Total
ATF(10) 0 o o o0 0o 0 o o 0 0o o0 0 0
OCC (0) o o0 0 0 0 0 0 0 0 0 0 0 0
CS (1) 0 0 0 0 o 0 1 1 0 0 o0 2 4
DO (1) 0 0 0 0 0 0 0 0 0 0 0 0 0
E&P (0) 0 0 0 0. 0 0 0 0 0 0 0 0 0
FLETC(1) O 0 0 0 0 0 1 o. 0 o0 0 0 1 -
FMS (3) 0 0 o -0' o0 3 2 1 0 0 0 0 6
0IG (1) 0 0 0 0 0 0 0 0 0 0 0 0 0
IRS (250) 0 0 0 0 0 12 2 0 33 39 160 233 479
MINT (2) 0 0 0 0 0 0 0 0 o 0 0 0 0
PD (1) 0 0 0 0 0 0 1 1 1 0 0 0 3
85 (2) 0 O 0 0. 0. .0 0 0 0 0 0 0. - 0
OTS (0) 0 0 0 0 0 0 0 0 0 0 0 0 0
TOTAL 0 0 0 0 0 15 7 3 34 39 160 235 493




Welfare to Work Program
Statistical Information

In the first year of Treasury’s Welfare to Work Program, 493 welfare recipients were hired. This
represents 246% of our first year and 121% of our two year wmtment to the President. Of

those hired the majority were appointed to Grade 3 positions in the compeuuve service without a
time limit on their appointment. Provnded below are tables which summarize selected mformatlon
concerning this program. :

Types of Appointments

When the Welfare to Work Initiative was introduced, the President highlighted the Worker-
Trainee Program as a possible vehicle to hire welfare recipients. Treasury has been very-
successful in its hiring despite only limited use of the Worker-Train!ee authority. In the table
below, those hired under the Worker-Trainee Program are separated from others due to the
attention given that program and its unique provisions. Worker-Trainees, once hired, are eligible
for conversion to career appointments after 3 years. Those not mee'ztmg the conditions for

conversion must be sepmted

In Treasury, the clear majority were hared as career-conditional employees in the Internal Revenue
“Service (IRS). For the most part, they are seasonal employees who depending upon their
appointment, may only work for a number of months each year. Once their work is completed,
they are placed in a non-pay status until circumstances warrant brmgmg them back. It is our hope
that this seasonal employment, as well as the other time-limited employment will provide useful
experience and the necessary background to enable former welfare recipients to find permanent,
full-time positions.

General Appointment Types

Type Number % of Welfare Hires
Worker-Trainee 15 ' 3.0
Competitive - No time limit 361 . 732
- Competitive - Time-limited | | 111 T : 226
- Excepted - Permanent 1 : | 0.2
Excepted - Time-limited 5 1.0
Total 493 e 100
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Grade Level of Aggointments ‘

The table below indicates that most welfare recipients are hired at the GS-2 or GS-3 level. Not
accounting for locality pay, this translates to between $7 and $8 pext' hour.

_ Grade Levels _
‘ Grade Level - Number % of Welfare Hires
GS-1 15 3.0
GS-2 ~ 106 21.5
GS-3 330 66.9
GS-4 ‘ ' 22 45
GS-5 20 4.1
Totsl ‘ 493 100
Contin ued Assisgange for Welfare Hires

While the President’s directive emphasized the hiring of welfare rccnplents the focus of
Treasury’s program is now shifting to ensure those hired have eve:y chance to succeed. Itis
acknowledged that the majority of Treasury’s hires are either of a temporary or seasonal nature,
Nevertheless, we believe that their employment experience with Treasury should be a valuable
stepping stone to permanent full-time employment and eventual financial independence. The
Treasury bureaus have been advised to work toward using every available program that will assist
in the performance and retention of former welfare recipients and other lower-graded employees.

i
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