DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT

COMMUNI TY PLANNI NG AND DEVELOPMENT

EMPOVNERMENT ZONES

PROGRAM HI GHLI GHTS

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2000 2001 2002 2002 vs 2001
(Dol l ars in Thousands)
Program Level
Obligations .................... $61, 343 $184, 807 $150, 000 - $34, 807
Appropri ations:
Enacted or Proposed ............ $55, 000 $185, 000 a/ $150, 000 -$35, 000
Rescission ..................... e - $407 e +$407
Subtotal .......... ... .. .. . . ... $55, 000 $184, 593 $150, 000 -$34,593
Budget Qutlays .................. $7, 446 $48, 952 $92, 000 +$43, 048
a/ Includes ampunts appropriated under P.L. 106-377 and P.L. 106-554.
SUMMARY OF BUDGET ESTI MATES
The fiscal year 2002 Budget proposes $150 million for Round Il Urban Empower nent
Zones (EZs). This is the third year of funding and is in accordance with the originally

i ntended schedule to provide $10 mllion a year for 10 years to each Round Il EZ

EXPLANATI ON OF | NCREASES AND DECREASES

The 2002 Budget proposes additional funding for the 15 urban Enpowernent Zones
designated in January 1999. Round |l EZs received a conbined $100 mllion in
discretionary funds in the 1999 and 2000 Appropriations Acts (P.L. 105-276 and P.L. 106-
74). The 2001 appropriation provided $185 mllion for Round Il urban EZs (P.L. 106-377
and P.L. 106-554), bringing total urban EZ funding through 2001 to $285 mllion. OQutlays
and obligations increase because the 2000, 2001, and 2002 appropriations are expected to
outlay at a higher rate than the previous 2 years as the programeffort matures.

PROGRAM DESCRI PTI ON AND ACTI VI TY

1. Legislative Authority. The Omi bus Budget Reconciliation Act of 1993 authorized
the Secretary of HUD to designate 6 urban EZs and 65 urban Enterprise Comunities (ECs).
The Taxpayer Relief Act of 1997 later authorized two additional Round | urban EZs. This
Act al so authorized the Secretary to designate 15 Round || urban EZs

2. Program Area Organi zation. The EZ/EC Initiative marks the nost significant
effort launched by the Federal Governnment in decades on behalf of the Nation's distressed
inner cities and inpoverished rural comrunities. Launched in 1993, the Initiative is an
interagency effort focused on the creation of self-sustaining, |ong-term devel opnent in
di stressed urban and rural areas throughout the nation. The Initiative is based on a
holistic, participatory approach whereby comunity stakehol ders partner together to
devel op and inplement innovative and conprehensive strategic plans for revitalization
Utilizing a conmbination of Federal tax incentives and flexible grant funds, these
partners are reinvigorating communities that have been in decline for decades
Busi nesses are expanding and creating jobs, residents have access to the services they
need to take advantage of new econonic opportunities, and crime and viol ence are down.

EZ grant funds are used for a broad range of activities that assist residents
busi nesses, and organi zations including: workforce preparation and job creation efforts
linked to welfare reform neighborhood devel opment; technical and financial assistance to
busi nesses; support for capital projects; financing of projects in conjunction with the
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Section 108 Loan Guarantee program and ot her econom c devel opment projects; affordable
housing and activities pronoting honeownership; community policing; education; and socia
services. HUD pronotes partnerships with private and conmunity service providers who can
hel p residents achieve self-sufficiency. This Initiative seeks to revitalize city

nei ghborhoods in a way that retains and attracts m ddl e-cl ass residents and enmpowers | ow
income residents to becone a part of the middle class

In addition to grant funding, the Federal Governnent contributes tax incentives
to prompte revitalization in EZ areas. EZ businesses can take advantage of severa
incentives, including: the EZ Enployment Credit (currently available to Round | EZs and
avail able to businesses in Round Il EZs for wages paid or incurred after Decenber 31
2001); the Environnental Clean-up Cost Deduction; Section 179 expensing of investnents in
capital; and the Work-Opportunity and Wel fare-to-Wrk tax credits. EZs can also take
advant age of Qualified Zone Acadeny Bonds to help pronote private sector involvenent in
| ocal schools and provide funding for teacher training, rehabilitation, or equipnment, as
wel | as tax-exenpt Enterprise Zone Facility Bonds, to subsidize job-creation and business
expansion in the Zones.

The conceptual franmework of the EZ programis enbodied in four key principles

The Strategic Vision for Change identifies what a conmunity will become in
the future and includes a clear statenment of the values that the comunity
used to create its vision. The vision should include coordinated strategies
that will help to achieve the community’s goals, and should take into account
the devel opnent of a performance measurement systemthat will provide the
framework for evaluating progress and adjusting the Strategic Plan.

Communi ty- Based Partnershi ps enphasi ze the inportance of involving al
conmunity stakeholders in the revitalization of distressed neighborhoods
Key partners include residents; businesses; local political |eaders; |ocal
State and Federal Governnents; conmmunity devel opnment corporations; |oca
public health and social service departnents; regional planning

organi zations; unions; environmental groups; schools and universities
interfaith non-profit organizations; and other community groups. A
successful EZ should be able to | everage the resources that these partners
bring to the table. Key partners should be included in the governance
structure, and all partners should be held accountable for their conm tnent
to revitalizing the conmunity.

Economi ¢ Opportunity includes creating jobs for Zone residents and |inking
residents to jobs within the Zone and throughout the region. Successfu
econoni ¢ opportunity strategies provide entrepreneurs with technica

assi stance and greater access to capital and credit; assist businesses to
expand and create job opportunities for residents; provide residents with
jobs; and provide residents with job training and placement services, with an
enphasis on |linkages to welfare-to-work and school-to-work initiatives

Sust ai nabl e Community Devel opnent advances the creation of |ivable and

vi brant comunities through physical, environnmental, comrunity, and human
devel opment. I n successful Zones, these approaches preserve the environnment
and historic | andmarks; address brownfiel ds cl eanup and redevel opnent;
advance the use of telecommunications as a nmeans of inproving comunity
coordi nation and interaction; explore the econom c devel opnent advantages of
energy efficiency and the use of renewable energy resources; and inprove the
quality of and/or access to programs supporting famlies, affordable housing
yout h devel opnent, substance abuse prevention, healthcare, human services
education, childcare, transportation, and public safety.

These principles are drawn fromthe experiences of comunities around the Nation
that have used them successfully to develop holistic approaches to comunity
revitalization. Applicants were challenged to address these principles in their
Strategic Plans, which describe in detail the community's strategy for revitalization and
is the vehicle for building commtnents, |large and small, anmong all of the individuals
and organi zations that will be working together to strengthen their comunity.
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Progress for any EZ/EC is nmeasured by the progress that the conmunity mekes in
inplementing its Strategic Plan. A wi de range of indicators have been devel oped, based
on three of the four core principles, against which EZ/ECs report specific activities
(There are no specific indicators for the Strategic Vision for Change goal.) Under
Communi ty- Based Partnershi ps, communities report on governance and capacity buil ding
activities; under Econom c Opportunity, communities report on workforce devel opnent,
busi ness assistance and capital and credit access activities; and under Sustainable
Community Devel opnment, communities report on housing, public safety and crime prevention
infrastructure, environment, health, education, human services and fam |y support, and
other simlar activities. The Performance Measurenent System (PERMS), a conputerized
system inplemented in late 1998, is used to collect this data.

a. Eligible Recipients. Round Il Enpowernment Zones

b. Allocation of Funds. The requested $150 million will be distributed to those
15 conmmunities that won a second-round EZ designation. Criteria for conpetitive selection
i ncl uded several factors, such as the extent to which the activities proposed in the
application:

create permanent jobs accessible to | owincome persons, mnority persons
persons receiving public assistance, and unenpl oyed persons

conpl enment welfare reforminitiatives that enmpower |owincome persons and
fam lies receiving public assistance to beconme economi cally self-
sufficient;

i nvol ve interagency and intergovernnental coordination of Federal, State
and | ocal public and private (including nonprofit) resources;

use private resources to | everage assistance under this Act, including
the extent to which there is a firmconmmtment for the use of the
resources; and

establish or expand busi ness opportunities within the Enpowernent Zones

c. Eligible Activities. Eligible activities include those that are consistent
with the EZ/EC' s Strategic Plan. Grant funds are available to support the financing of
capital projects, including housing and econom c devel opment, in urban EZs. Eligible
activities include financing of projects in conjunction with the Section 108 | oan
guar ant ee program and ot her econonm ¢ devel opnent projects, business assistance, workforce
devel opment, and support of affordable housing and homeownership initiatives. The funds
could al so be used in integrating human capital needs with econom c and comunity
devel opnment initiatives. This includes day care, transportation, education, job training
and ot her social service support designed to enable the recipients to achi eve econom c
sel f sufficiency.

d. Program Acconplishnments. The following |ist of acconplishnments provides a
nati onal snapshot of the cumul ative successes of the Urban EZ/EC Initiative as reported
by the EZ/ ECs through the period ending June 30, 2000. The EZ/ECs reported this
informati on using HUD' s cutting-edge |nternet-based EZ/ EC Performance Measurenment System
( PERMS) .

Projects and Progranms: The EZ/ECs report that over 2,600 nei ghborhood-
based projects and prograns have been devel oped and are underway as a
result of each EZ/ECs’ locally derived Strategic Plan. One billion
dollars in federal EZ/ EC seed noney has | everaged over $12.75 billion in
addi tional public and private sector investnents related to the

i mpl ementation of |local EZ/ EC Strategic Plans.

Private Sector |nvolvement: Private sector involvement has played a
vital role in the EZ/EC Initiative. Countless corporations have hired
Zone residents and actively participated in EZ/ EC governance, as well as
providing funds and in-kind technical assistance to the Zones. Well-
known conpani es involved in the Zones include General Mtors, Ford
Chrysler, Home Depot, The Walt Di sney Conpany, GAP, Aneritech, Rite Aid
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M crosoft, Starbucks, MCI/Worldcom |BM Amazon.com and hundreds of
ot hers.

Wor kf orce Devel opnent: The Enpower ment Zones and Enterprise Communities
report that they are engaged in nore than 1000 job training programs with
over 80,500 Zone residents having received job training. Over 38,500 Zone
residents have been placed in jobs as a result of these job training
programs. Zone residents have attended approximtely 300 job fairs
resulting in over 8,500 job placenents.

Access to Capital: As a result of the EZ/EC Initiative, access to cheap
sources of capital--the Iifeblood of commerce--has greatly inproved.
Loan pools totaling over $1.8 billion dollars have been created with

approxi mately 7,000 | oans processed and over 9,500 jobs created from
those loans. In total, the EZ/EC s report that over 20,000 businesses
have received financial assistance and over 17,500 have received
technical assistance to inprove operations. Over 41,500 jobs have been
created or retained as a result of this assistance

Housi ng: The Enpower ment Zones and Enterprise Communities report that
they have conpl eted over 6,500 new housing units and have rehabilitated
anot her 19,800. Over 40,000 honel ess peopl e have been served under the
various honel ess housing and soci al service prograns. The Enpower ment
Zones and Enterprise Comunities serve over 22,500 residents through 350
homeowner shi p programns.

Environnment: The EZ/ ECs report that they are engaged in nmany Brownfiel ds
projects — transform ng abandoned and contam nated commerci al and
industrial sites into clean, reusable parcels of |and for devel opnent.

EZ/ EC' s have renedi ated over 1,100 brownfield sites to date. The EZ/EC s
are also involved in approxi mately 180 beautification programs.

Public Safety: The EZ/ ECs report that over 850,000 people have been
served by 400 public safety prograns operating in the Empowernent Zones
and Enterprise Conmunities. There are also over 400 crine prevention
progranms which have served over 860,000 residents

Heal th Care: There are over 850 health-related programs in the EZ/ ECs
serving approximately 420,000 residents. Thirty-seven new health-care
facilities have opened in the EZ/ EC nei ghborhoods and 9 have been
remodel ed, providing expanded service to greater nunbers of famlies

Human Services: Wthin the Enpowernment Zones and Enterprise Communities
there are:

over 270 child care progranms serving over 20,000 Zone famlies

approxi mately 130 elderly progranms serving nearly 32,000 Zone
residents

over 630 youth progranms serving 203,000 Zone youth; and

over 550 recreation/arts prograns serving over 550,000 Zone
residents.

Education: Education is vital to the well-being and econom c devel opnment
of the EZ/EC s. The followi ng are educational successes

over 23,000 children have been served by al nost 230 head-start/pre-
school prograns;

over 103,500 EZ/ EC residents have been served by 975 K-12 education
prograns;

over 5,000 residents have been served by 40 post-secondary assistance
prograns; and
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over 4,500 residents have been served by 140 vocational education and
GED pr ogr ans.

Urban and rural EZ/ EC prograns and projects are highlighted in the
publication, \What Works! In the Enpowernment Zones and Enterprise Conmmunities, Volume 1V,
providing reason to celebrate the successful revitalization of our Nation's conmunities.
They serve as nodels for progranms throughout the country, helping to bring businesses
and residents back to America’s nost distressed areas and giving hope to the people of
every community. Sone exanples of successes are

On January 13, 2000, Anmazon.com announced plans to build an East Coast
customer service center in Huntington, West Virginia. The West Virginia
Devel opment Office, in conjunction with the City of Huntington, the
Huntington Area Devel opment Council, the Huntington/lronton EZ, and
Marshal | University, had worked together to recruit Amazon.comto West
Virginia. Amazon.comwill establish initial operations in a 26, 000-
square-foot area of the Jean Dean Municipal Safety Building |located in
the EZ. This location will serve as a tenporary honme while a state-of-
the-art facility is constructed in the Huntington Business and Technol ogy
Park, one of the EZ' s devel opnentable sites. The conpany will be the
anchor tenant for the new business park. Amazon.com was attracted to the
EZ for various reasons; the availability of |abor and a pre-planned site
hel ped the partners formtheir proposal. Econom c incentives (such as
wage credits and tax-exenpt bonds) available in the EZ al so were crucia
factors in the bid s success. Enploying as many as 375 full-tine

wor kers, Amazon.com's first custoner service center on the East Coast

will respond to a growi ng gl obal custonmer base. The center will support
customers from around the world who shop at Anmazon.com

In 2000, the EI Paso EZ has brought together |enders and technica

assi stance professionals fromall over the city to establish a one-stop
capital shop (OSCS). The ElI Paso Business Resource Center provides a
nunber of services such as business devel opment assistance, financia

pl anni ng hel p, and even a devel opment design shop. Wth the new center
the EZ plans to pronmbte the growth of entrepreneurship in the community
and provide greater access to capital. Located in the Center for
Wor kf or ce Preparedness, the OSCS is equidistant fromthe two

nonconti guous parts of the EZ. The 10, 000-square-foot facility provides
space for approximately 30 offices that surround a commopn area with
training and conference space, a conprehensive business resource library,
10 conputer workstations, adm nistrative support, and a reception area
The center includes a small business devel opnent center, a procurenent
techni cal assistance center, a business information center, the |oca
Service Corps of Retired Executives, and ACCI ON Texas (a m crol ender)
Several additional programs, such as the local U S. Small Business

Admi ni stration and the Business Resource Division of the Greater El Paso
Chanmber of Conmerce, are also located in the facility. The organizations
are conplenmented by two offices devoted to bank and non-bank | ending
agenci es.

I n Phil adel phia, Pennsylvania, 3 acres at the center of the American
Street corridor have been cl eaned up and redevel oped to become the new
home of Asia Foods, the second | argest distributor of Asians foods in the
m d-Atlantic. The EZ hel ped to secure $900,000 in State funds and the
city provided $300,000 to renedi ate the contam nated site. Drug addicts
were moved out of an abandoned office building, and above and bel ow
ground storage tanks were rempved. Construction of the new warehouse
began in Decenber 1998 and the 60,000 square foot distribution center was
dedi cated on March 23, 1999. The EZ provided $500, 000 for construction
of the new facility in addition to nore than $1 mllion fromthe City's
devel opment authority. The principal owners of Asia Foods have added 24
people fromthe EZ to their staff of 46. They are partnering wth other
conpanies in the EZ and envision Phase ||, a plan to bring in 6 to 8
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smal | distributors of fresh produce, fish, and other foods to conpl enent
their current enterprise.

St atus of Funds

a. Unobligated Bal ances. This table conpares obligations with funds avail able by
year.

ACTUAL ESTI MATE ESTI MATE
2000 2001 2002
(Dol lars in Thousands)

Unobl i gat ed bal ance, start of year. $6, 557 $214 -
Appropriation...................... 55, 000 184, 593 $150, 000
Collections.......... ... i, C C
Recovery of Prior Year Obligations. e e e
Total Available.................... 61, 557 184, 807 150, 000

Obligations...... ... .. .. .. ... .. .... -61, 343 - 184, 807 - 150, 000
Unobl i gat ed bal ance, end of year... 214 C C

b. Obligated Bal ances. The status of obligated balances is as follows:

ACTUAL ESTI MATE ESTI MATE
2000 2001 2002
(Dol l ars in Thousands)

bl i gated bal ance, start of year....... $39, 317 $93, 214
$229, 069
Obligations incurred............... 61, 343 184, 807 150, 000
Subtotal ......... .. ... .. . L. 100, 660 278,021 379, 069
Qutlays (GroSS) ... -7,446 -48, 952 -92, 000
Obl i gated bal ance, end of year..... 93,214 229, 069
287, 069

STRATEGI C GOALS AND OBJECTI VES: RESOURCES REQUESTED ($ AND FTE) AND RESULTS

The EZ/ EC program npst directly advances the Departnment’s Strategic Goal #4 “Inprove
Community Life and Economic Vitality” through increasing the nunber and quality of jobs
and other comunity devel opnent rel ated projects. However, the EZ/ EC program al so
supports Goals 1, 2, and 3 of the Departnent’s Strategic Goals including advanci ng home
owner shi p, affordable housing, fair housing
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SELECTED PERFORMANCE MEASURES

ACTUAL
2000

ENACTED
2001

ESTI MATE
2002

Strategic Goal 3: Pronpote housing stability,
of fam lies and individuals

sel f-sufficie

ncy and asset

devel oprment

Di scretionary BA (Dollars in Thousands)

22,000

73, 837

60, 000

FTE

9

9

9

Strategic Objective 3.2: Poor
sel f-sufficient and devel op assets

and di sadvantaged famlies a

nd individuals

beconme

Qut put Indicator 3.2.a.5: At |least 85
percent of EZ and EC projects achieve |oca
goals in providing social services (see
tabl e under 4.2.b.5).

73%

90%

85%

Qutconme Indicator 3.2.7: Unenpl oynent rates
anmong young entry-|evel jobseekers in
central cities decline by 0.5 percentage
points. (potential interagency indicator

al so appears as 4.1.5).

16. 4%

15. 9%

15. 4%

Strategi c Goal 4:

| mprove community quality of

life and ec

onomc vitalit

Di scretionary BA (Dollars in Thousands)

33, 000

110, 756

90, 000

FTE

8

8

Strategic Objective 4.1: The nunber,
urban and rural comunities.

quality,

and accessib

ility of jobs

increase in

Qut come Indicator 4.1.1: Maintain the
nunmber of jobs accessible to city residents
by increasing the three-year average ratio
of city job growth to city popul ation
growt h at | east 100 percent.

100%

100%

Qut put Indicator 4.1.a: At |east 85 percent
of EZ and EC projects achieve |ocal goals
in helping residents find jobs (see table
under 4.2.b.5).

70%

90%

85%

Strategic Objective 4.3: Communities become nore |ivable

Qut put Indicator 4.3.i: At |east 90 percent
of EZ and EC projects achieve |ocal goals
in serving residents with public safety and
crime prevention progranms (see table under
4.2.b.5)

91%

90%

90%




