Fresh start or DC blues?

This cover story went and spent time where few finance mags choose to go: with the people living in Anacostia, home to the roughest
neighborhoods of the nation’s capital. Giant US finance companies promised billions in housing loans and development aid to places
like Anacostia as part of dealmaking over the last decade. Did the money actually make it? As extensive computer-assisted reporting,
government sources, banks themselves and most importantly Stewart Williams show, it’s very hard to say. Much harder than it should be.
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A home, a grill, a
dog—even in gritt
D.C., it computes.

For the country’s

financial giants
promising massive
investments, the
math gets more
complicated.
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BY MICHAEL DUMIAK

IT'SAHOT, STICKY AFTERNOON AND THE CICADAS ARE BUZZING,
sidewalk’s too'bright to look at and the white dome of the nations
capitol gleams faracrossthe Anacostiariver, Stewart Williams stands
with his dog Onyx on his porch overlooking busy Minnesota Avenue.
He's celebrating his daughter Dominique’s 20th birthday; in a few
days she goes back to Emory: one of the south’s best universities.

A fesw miles away, Washington Metropolitan Police district seven
springs intoits second shift. One patrolman's night will start by calm-
ing a group of rambunctious 12-year-olds and easing the mind of a
worried mother, move quickly to o father-and-son talk about grades
with his own kid and finish pell-mell, sirens blaring; rashing tova car-
jacking at gunpoint two blocks from his own police station.

Hours earlier on a rising hill nearby; junior-high kids spill ont of a
crumbling school looking over'the city plain: the Washington Mon-
ument is o needle and the National Cathedral a toy. Across the street
from the schoal, Jackie Ward steps from herrecently renovated condo,
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paint still shining newon the balcony, and goes to work. She stops.
“Don't tell me,” she says, amused, inwhat sounds like the latest of
many times. “You must be a reporter.”

These are the front lines of widespread change in financing
and investing in struggling communities. It comes from thehuge
promises America’s financial powerhouses are making as they
merge together. To hear it told, these pledges are either a mas-
sivedistribution of capital to the country’s worn-out, ragged areas,
far exceeding the dreamers of the 40-year War on Poverty, or a
marketing gimmick on a surreal scale for the country’s largest
financial conglomerates. There’ssomeevidence ofboth: Isitworth
it for the banks? Bottom line's hard to tell yet—could be a boon
for many interests, but if the end result’s shown to be a shallow
ploy, the consequences won't be pretty. After years of scandal,
Americans—and their elected officials—want their financial
emperors fo dress well. /And on this summer day, there are a few
thunderheads on the horizon in Anacostia.

“EARLY ON, THERE WERE VERY CONCRETE AND FINITE
agreements that were signed by many organizations with loeal
cominunity groups,” says Doug Woodruff, Bank of America’s pres-
ident of community development hanking. That's changed! "The
industry, and [ knowwe have, consistently moved away from that”

Woodruff’s talking about the 30-year-old legacy of the Com-
munity Reinvestment Act, Carter-era legislation that mandates
public exams and ratings of bank lending and investments to
low-and-moderate incomeborrowersand neighborhoods. BofA
andindustry officials make clear that community development
pledges are separate entirely, Any comparison of the two is
apples and oranges, they say; although the goals—and pre-
sumably a good bit of the money—overlap,

Woodruoff says moving from formulized and definitive agree-
ments adds up because of the bank’s giant scale; and because
markets change rapidly. He wants long-term perspective that
dogsn’t box in the bank. Company spokeswoman Vickie Tassan
adds that the bank pledges aceount for loans and investments
to minorities, which the Community Reinvestment Act doesnot.

Gadflies like John Taylor, president of the National Com-
munity Reinvestment Coalition, aren’t biting. “They're bignum-
bers with little substance,” he says. “We've stopped collecting
data on the recent pledges because it no longer means any-
thing™ At the heart of the dispute lies not just numbers, but
diverging visions of what community investment is. Even Ken
Thomas, a well-known expert on community development—
one who lauds BofA for its efforis—takes a wry perspective.
“There is a lot of inflation in these pledges,” he says, pointing
out that, broadly defined, more than a third of the country is
either low or moderate income. “A lot of these pledges are basi-
cally pledging to do what the bank would be doing anyway”

Over the past decade part of the ticket to building the coun-
try’s massive financial empires has been a public promise to pour
money into developing communities not just like Anacostia but
in the hinterlands as well—with affordable housing, loans for
small businesses in marginal neighborhoods, home lending to
minorities; neighborheod revitalization projeets. Add up the
numbers up and it’s a staggering amount of money: half a tril-
lion supposed to be spent and close to two trillion pledged.

George Marshall’s five-year plan to rebuild Europe after World
War 11 rings up to-alitile over $100 billion in today’s dollars. Bank
of Americaalonesaysit hasinvested morethan double thatamount
resulting from the pledge it made when NationsBank and BofA
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merged in 1998. As a stylish new 60-second BofA television ad
says: the firm is now allocating $100 million every day. Recently
JPMorgan Chase said it would top BofA, making a commitment
to divect $800 billion over 10 years to community development.

So by this thinking Anacostia ought to look like Bonn by now.
Brownsville, TX, with only 38.000 housing units and a medi-
an income of $29,000, should be a snap to shine right up. It’s
not, and it doesn't, Sowhere's all this money going? What's get-
ting built? Who's keeping track of 1t?

Predictably, it's a complex picture. Theres little question there's
some good ¢oming out of this—people at the bottom of the eco-
nomic heap are getting into houses they otherwise wouldn't, and
poor neighborhoods are getting a shot in the arm. Then again,.
BofAs support of Baltimore's $55 million Centerpoint looks a lat
like a gentrification project on plum real estate (334 luxury rental
units, 50k of retail space, rents from $1,045 to $4.500 a month).
Centerpoint’s touted as part of the pledging, and Woodruff says
top-rate units where theres nothing is as needed as affordable
housing. There’s smaller things to consider—a lot of money goes
to moderate- and middlesincome neighborhoods. and lower to
middle-class borrowers, Not nearly as muceh goes to the bottom
riungs. Keeping detailed data on the overall results is given back-
hand treatment by both the banks moving the capital and the Fed
for whom the pledges are made. At what point does community
development become gaining eredit for doing business as usual?

IT'S BEEN NINE YEARS SINCE CHASE MANHATTAN AND CHEM-
ical Bankinked a merger deal creating what was then the largest
bankin the country, That long summer ago also marked a quan-
tum leap in the interest banks showed in declaring themselves
for their communities: a few months after the merger when
Walter Shipley’s new firm earmarked $18.1 billion for commu-
nity development lending, it was a whole new scene.

Wells and First Interstate followed naoisily in 1996 with $45
billion over 10 vears; followed with another $15 billion over three
years to California. When First Chicago merged with NBD, it
promised $2 billion to Chicago'slow-and moderate-incomeareas,
In 1998, $3 billion wastogo to Detroit over three years, And then
the blockbuster: in May 1998, almost at the same time Wamu
pledged $120 billion, Bank of America said it would put up $350
billion—supposed to be roughly equal to the combined pledges
of all other U.S. banks in the past 20 years. Earlier this year it
blew that away after buying Fleet, saying it would raise the bar
to $750 billibn, in addition to the money it already spent for the
$350 billion pledge. “The evolution is, you can remember the
first time somebody used the “B” word —billion,” Woodrufl says.

Prestige is on the line: BofA thought enough of Cathy Bessant
to move her up to chief marketing officer for her track record in
community development. Chief executive Ken Lewis himself
recently said “we share your work; we share your dream,” at a
speech before California development activists at the Greenlining
Institute, He's held joint press conferences with Bruce Marks, a
lengtime activist. Now BofAsgotanad hammering home thepoint
thatitis putting capital into poor neighborhoods. And when Chase
rolled out its $800 billion pledge earlier this year, standing next
to chief executive Bill Harrison was none other than Heidi Miller,
one of rising star Jamie Dimon’s most trusted confidants.

But is this window dressing? Chase officials did not return sev-
eral phone calls made over two months for this article. Greenlin-
ing’s Robert Gnaizda, who is variously skeptic and a true believer
in bank pledges, says hes concerned. “That’s one where I'm ques-
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Add the numbers and it's a staggering amount of money: half a trillion
spent already, and close to two trillion pledged. Marshall’s five-year plan for
Europe after World War Il only rings up to $100 billion in today’s dollars.

tioning whether they're going to meet their commitment,” he says
of Chase. “They don’t want to give numbers ont.” Then again, as
much effort as Bank of America has put into this, why aren't théir
numbers cleaver? Here’s what they had tb say-in 1998: “Recog-
nizing that credibility is the key to achieving success, the new coni-
pany will report its annual progress toward achievement of the
goals outlined above. Results will be provided for national, state,
Metropolitan Statistical Area and local levels””

Not so. BofA did say of its $350 billion pledge some $232
billion had been spent, ahead of schedule, on affordable hous-
ing. small business, consumer loans and economic develop-
ment. They show statewide figures for the franchise; they also
show figures for the firm’s top 20 markets, from Phoenix to
Seattle. But find out how many mortgages are in the affordable
housing column, what amount of meneywent to low-and mod-
erate-income neighborhoods, how many businesses got loans
in those neighborhoods, where are they? Forget it: “At some
point you have to eut it off)" Woadruff says. “We could report
down to the census-block track-mumber and it wouldn’t suffice
for somebody who just worried about their street.” He says the
firm can provide more specific figures on anad-hoe basis, When
asked for more specific figures; even for the top 20 markets the
firm posts numbers for, however, Tassan said it's impossible.

Critics say this is too vague. For example, BofA figures say
$4.6 billion has been spent on affordable housing in San Diego
over the past five years with the pledge. Jim Bliesner, director
of San Diego County’s Reinvestment Task Foree, who in many
ways sounds like a BofA supporter, puts the figare at more like
861 million over the five years. Look at BofA's most recent com-
munity reinvestment exam figures from San Diego, and the firm
cut 6,301 home purchase loans in 2000 and 2001. Figures show
1.57 percent of those went to low-income borrewers, 10.77 per-
cent went to moderate-income borrowers. California’s real
estate markets are inflited—an affordable home in San Diego,
depending on how its defined. can run from $200,000 to
$300,000. Using these figures, and calling the mortgages for
$300,000, that’s $116 million a year, 580 million for five. So,
more than Bliesner’s figures. but nowhere near a $4.6 billion
elip. Throw in all the home improvementand refinanecings. and
it's still hard to see where the extra $765 million-a-yean pace
would be picked up. BofA contends these are apples and
oranges—more is included under the proniise than counted for
community reinvestment exam purposes. But $4.6 billion ver-
sus $580 million versus $61 million is hard to understand. Sure-
ly; if not apples to apples, it’s still fruit.

HAVING PROVIDED THE FORUM FOR THESE SPECTACULAR
promises, why wouldn't the Fed even hother to keep ligures on
them to make sure they came to fruition? A spokesman didn't
have time-to answer during a week devoted to Ronald Reagan.
Butwith better numbers therewouldn't be confusion likein Detroit
over the old First Chicago figures: The current Detroit Alliance
for Fair Banking chief executive, Deborah Jones, says the firm sur-
passed its promises; the previous director, Veronica Williams, who
ran the Detroit Alliance during the pledge years, says the num-
bers fell short toward the end of the agreement. Nobody's at the
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bankto clarify. But the $50 million promised fora downtown proj-
ecl, she says, never made it as there was never an opportunity.

Go a little further west across the country and Wells Fargo's
guaranteed $60 billion for community development: $45 billion
from its troubled merger with First Interstate and $15 billion for
California alone over three years starting in 1998. When con-
tacted, acommunity development afficial said he'd be able to pro-
vide California numbers in a couple days-and that the firm “blew
through” its goals. Later a Wells spokesman said the numbers
weren't available. “Our 1999 low- and moderate-income data was
never broken out from the total consumer lending numbers.” she
saysinanote, “and without these numbers, we're unable to clear-
ly demonstrate that we've met our goal. The information justisn’t
easilvaccessible” Shedid say 2002-2003 national figuresweighed
in at $166 billion. Ring up another Marshall Plan.

As San Diegos Bliesner says, the wheres-the-money-going
question is good—he pegs Wells affordable housing at $59.7 mil-
lion for the past five years in San Diego. with none of it coming in
2002—but academic aslong as enough cash is getting to the com-
mumnities that need it. Without accountability it’'s hard to know for
sure. ChuekSehumerand Richard Durbin, powerful senators from
New York and Ilinois, are bringing the heat in D.C. “Communi-
ty reinvestment is-a local issue; monitored and encouraged pri-
marily by locally focused individuals and organizations. It is there-
fore local commitments that are most meaningful and credible
the twao recently wrote to Chase honchos William Harrison and
Jamie Dimon. “With that in mind, in addition to or within your
national pledge, we would like to see speeific, outlined local com-
mitments o New York, Chicago and other communities.”

ACROSS THE RIVER, FAR FROM THE SENATE, STEWART
Williams is having to work hard to stay in Washington—and if his
city needs to hold on lo anything, it's people like him. Anacostia
and southern Washington {indeed, the whole city) are still reeling
tfromtheshooting ot 8-year-old Chelsea Cromartie, killed by a stray
bullet while sitting on her aunt’s sofa watching television. That
happened about a mile from Stewart’s porch, a sweet part of his
new house, whichis part of Banneker Ridge, a three-year-old hous-
ing development underwritten by the Marshall Heights Commu-
nity Development Corp. and, among others, Bank of Ameriea.

Washington south of the Anacostia river is full of neighbor-
hoods in the balance. A hundred yards from Williams' porch,
a prostitute winks from'a bus stop at five in the afternoon; a
hundred yardsin the other direction, construction’s in full swing
on a longblock of new houses along Ridge Road, They're backed
by Enterprise Homes and start at $130.000.

D.C. spent a lot of the last 10 years as Murder Capital. USA,
and neighborhoods like this one and those farther south down
Minnesota Avenue, in Anacostia, made a big eontribution. Yet
these neighborhoods together make one of the beating hiearts of
blaek America. Crime rates are deelining, Anacostia’s red-brick
crosswalks are still graceful amid potholes and pawnshops. Black
icon Frederick Douglass’s home gleams on a hill. And there’s much
development going on: 600 new homes at Douglass Place; anoth-
er 150 at Dupont Commaons; 60 Bank of America-backed town-
houses starting at $160,000.,






