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The Urban Ewpowerment Zones: 
Highlights from the First 18 Months

President Clinton’s Empowerment 
Zone/Enterprise Community (EIZ/EC) 
initiative, headed by Vice President Gore, 
marks the most significant effort launched by 
the federal government in decades on behalf 
of the Nation’s distressed inner cities.

In December 1994, six distressed urban 
communities, Atlanta, Baltimore, Chicago, 
Detroit, New York, and Philadelphia/Camden 
were designated urban Empowerment Zones, 
receiving a combination of tax incentives and 
block grants to implement ten-year 
community-wide strategic plans to promote 
overall revitalization.

Empowerment Zones have begun to translate 
the goals articulated in their strategic plans 
into specific strategies. TTie investment 
strategies are focused primarily on economic 
opportunity and sustainable community 
development. In a departure from traditional 
government approaches, the selected 
mechanisms are production oriented - they 
seek to import capital and income into the 
Zone in the short run and then provide an 
increased demand for goods and services 
created by local business establishments in 
the long run.

Empowerment Zones were awarded $100 
million each in Title XX Social Service Block 
Grant funds. Expenditures to date have been 
utilized primarily as seed money to leverage 
additional private resources.

■ Since designation of the six uilian 
Empowerment Zones in December,

1994, the total of public and private 
investment activity commitments 
exceeds $2.6 billion.

■ More than $2 billion in private 
investment has been made, indicating 
that capital investors perceive future 
opportunities for investment returns in 
the zones to be equal to or greater 
than in other metropolitan locations. 
For every $1 in E)Z funds obligated, 
$18 of private investment are 
leveraged.

■ The overwhelming focus of the new 
investment— $1.7 billion— is targeted 
toward economic opportunities. The 
focus of economic opportunity 
investment activities includes: 
business related job retention, 
expansion, relocation and creation; 
investment pools for capital access 
and innovative financing needs; job 
and occupational skills training; and 
entrepreneurial and business support 
services and assistance.

Within the first 18 months of the program. 
Empowerment Zones have made significant 
strides in utilizing Title XX Social Services 
Block Grant funds and tax incentives to 
attract notable private sector investment, 
generate job growth, stimulate new business 
openings and expansions, construct new 
housing, expand homeoMoiership 
opportunities, and stabilize deteriorating 
neighborhoods.

This summary presents selected highlights 
from the hundreds of economic opportunity 
success stories taking place in the six urban 
Empowerment Zones.

U.S. Department of Housing and Urban Development



Atlanta Empowerment Zone Success Stories

I ■

Community and. Individual Investment 
CorpoTotion
Hie Atlanta Empowennent Zone has 
established a Community and Individual 
Investment Corporation (CIIC) in which 
residents own shares in the investments made 
in their communities. Initial capitalization of 
approximately $30 million will increase the 
availability of development credit and 
encourage capital formation and savings 
among the target area residents. As 
shareholders, residents will have a direct 
economic stake in investments made in their 
community. Atlanta is the first city in the 
nation to introduce this kind office mailcet 
device into an inner-city area.

Fulton Bag and Cotton Mill 
Tbe Atlanta Empowerment Zone Corporation 
approved a $1 million loan of Title XX funds 
leveraged with $4.2 million in private equity 
to refurbish this formerly abandoned 550,000 
square feet mill site of 11 buildings in 
Cabbagetown into corporate offices, retail 
ouUets, and residenUal lofts. Tie developer, 
Vinter Properties, has committed to set aside 

sorne retail outlets and offices for EZ 
residents and businesses. In addition, lofts 
rill be set aside for a few low-income 
residents and a fund for future community 
economic development will be established 
from the developer’s profits. Tie plan also 
includes hiring approximately 300 
construction workers from the EZ to help 
develop this project. Phase I of the project 
will consist of 175 loft apartments.

“Fulton Bag Mill is 

synonymous with the 
neighborhood. It was once the 
catalyst of the neighborhood - 
it was for some time. The 
rebirth of the null is definitely 
symbolic.” Marc Steinberg, 
Cabbagetown resident.

Renewal Atlanta
Renewal Atlanta is a new recycling business 
established on a formerly unused industrial 
site. Tie newly purchased facility will create 
up to 65 full-time jobs for EZ residents and 
200 temporary jobs for youth. Renewal 
Atlanta, in conjunction with other local 
businesses, rill offer Zone youth two-year 
internships in various recycling enterprises. 
Internships rill each receive stipends of 
$4,000 for every year of participation. Over 
$3.5 million in private financing is committed 
to this initiative.

IJ-b- department of Housing and Urban Develop,
iment



Baltimore Kinpowerment Zone Success Stories

Empowerment Zone Spin-Off Business 

Project
TTie large health care institutions and 
universities in the Empowerment Zone area 
have partnered with the Empower Baltimore 
Management Corporation to develop EZ- 
based suppliers of products and services.
TTie effort involves contributions from 
Empowerment Zone funds, Johns Hopkins 
University, the University of Maryland 
Medical Systems and Liberty Health Systems. 
TTie current taiget is to establish two new 
supplier firms in the Empowerment Zone and 
add 10 existing suppliers in the Zone to these 
institutions’ supplier netwoik.

Baltimore Mayor Kurt 
Schmoke is pleased with the 
Zone's economic development:
fThere is indeed a 
competitive advantage to 
doing business in the inner 
city, and more people are 
learning that."

(Business Empowerment Center 
^.Tlie Business Empowerment Center (BEC) 
^will provide access to capital and specialized 
^training and technical assistance (i.e. 
|maiketing, entrepreneurship training, etc.) 
lapecifically for EZ-based businesses and 
presidents. TTie $2.9 million project will be 
funded in part by an EZ grant of $1.35 
million with the remainder from the U.S. 
Small Business Administration, the Minority 
business Development Agency, NationsBank,

Bell Atlantic, and several local colleges and 
universities. A Small Business Administration 
sponsored One-Stop Capital Shop and an 
Employ Baltimore Satellite office will co­
locate in the Center. The BEC will reach 300 
businesses and entrepreneurs in the first two 
years of operations. Tlie Business 
Empowerment Center opened in August 
1996.

Fairfield Ecological Industrial Park 

Development
Tlie objective of this industrial park is to 
attract enviroiunentally sensitive business 
processes through an incubator arrangement 
using a closed loop production system linked 
to resource recovery technology. When the 
project reaches its full potential, more than 
1,500 jobs will be available to EZ residents. 
TTie project is a collaboration of the Empower 
Baltiihore Management Corporation, the 
Baltimore Development Corporation, Cornell 
University Woik and Environment Initiative, 
the City of Baltimore, and the State of 
Maryland. By the end of 1996, it is 
anticipated that 10 businesses will have 
located within the park.

.S. Department of Housing and Urban Development



^caffo Empoweiment Zone Success Stori>.

Homeoumership Assistance Pilot Project 
A partnership between Chicago Mayor 
Richard Daley, the First National Bank of 
Chicago and several city-wide nonprofit 
oiganizations has created a pilot program to 
help famlies purchase their firet homes in 
Chicago’s Empowerment Zone. Tlie 
$100,000 pilot project will assist 75 to 100 
qualified families buy their firet home in the 
1^ by giving them grants up to $1,500 for 
single family homes and up to $2,000 for two- 
umt properties. TTie home ownership grants 

i « to generate mortgages totaling
$5 million. Tlie first two fiiinilies used the 

I pilot program to purchase condominiums in 
grfie West Garfield Park neighboriiood.

|,:**This is just the beginning of 
l^me really positive work. 

liJVe’re establishing a business 
S^cubator to help aspiring 
entrepreneurs, especiaUy those 
n public housing, to create 

isinesses and jobs.** Pat 
,-^well-Cerasoli^ Mid-South 
lanni^ and Development 
^mmission.

■

Browrtfields
^rough the Brownfields Initiative, the city 
has begun to recycle existing industrial land 
once deemed unusable due to vaiying degrees 
of environmental hazaids. In 1994, the city 
^dicated $2 million to restore five South and 
West Side industrial sites; and in 1995, the 
city spent $10 million to clean up a dozen 
more sites. Early successes include:

Faced with the need to expand its facilities, 
Scott Peterson Meats was considering 
relocating out of its city location because the 
only nearby property was an environmentally 
unsafe abandoned bus bam. But under 
Brovmfields, the city demolished and cleaned 
up the site, and Peterson Meats then spent 
$5.5 million to expand into the adjacent
property. This retained existing jobs, and
created 80 additional full-time jobs.
Madison Equipment similariy was ready to 
relocate its facilities to meet expansion needs. 
However, the company chose to build a 
facility on a restored property, which retained 
exisung jobs, and added seven new jobs 
initially.

Forty-Seventh Street and Lake Park 

Shopping Center
piis project provides $6.4 million for the pre­
development costs associated with the 
revitalization of a 75,000 square feet 
shopping center anchored by a 40,000 square 
feet groceiy store. -Dus project is expected to 
create 150 construction related jobs, and 200 
permanent jobs in the shopping center. 
Empowerment Zone funding provides 
$475 000 toward this project; private sources 
provide nearly $6 million.

spartmenl of Housing and Urban Develo
pment



Detroit Empowerment Zone Success Stories

Empowerment Zone Financial 
Institutions Consortium (EZFIC)
Eight Detroit Banks and two financial 
intermediaries have formed the Empowerment 
Zone Financial Institutions Consortium 
(EZFIC) to fund loans to Zone residents and 
businesses. TTiis consortium has pledged 
$100 million a year over a 10-year period, to 
be lent in the Zone, for a total of $1 billion, 
as an imderpinning for the city’s 
Empowerment Zone application. Tlie E2FIC 
exceeded its original $76 million lending 
target for the 1995 calendar year, approving 
loans totaling $286 million in the Detroit 

■ Empowerment Zone. Mid-size and small 
vij businesses were the primary beneficiaries.

“Detroit’s economic engine is 
running better because President 
Clinton’s Empowerment Zone gave 

it a jumpstarL” Dennis Archer, Mayor of 

Detroit

New Way Material Handling 
Frank Harden, founder of New Way, spent 
more than $1 million to transform an 
abandoned building into his place of 
business. New Way is an automotive metal 
fabricating supplier which employs 50 
people. Chrysler Corporation helped Harden 
locate and renovate his facility. Chrysler 
offered no direct financial assistance, but has 
contracted with the company. New Way was 
the first minority supplier to relocate to the 

Zone.

Ace-Tex Ecqtansion 
TTiis 100,000 square feet, $5.5 million 
expansion will result in 100 new jobs over the 
next two years. All of the new hires will be 
Zone residents. Tbe company manufactures 
tack rags, supplies, linens, and rents 
uniforms. It also washes 250,000 industrial 
floor mats weekly. The expansion was 
underwritten by $3 million in tax exempt 
Empowerment Zone facility bonds.

Detroit Works
[|ilayor Archer describes Detroit Worics as a 
program which brings new investment into 

troit so that the citizens of this city and 
Jtheir Detroit-based businesses can participate 
jn the economic development throughout the 
jfity. Tbe program builds on the

ipowerment Zone designation with $110 
mllion in private capital pledged over five 
ears. These funds will be used to place 
•»000 people in work within five years, train 

apprentices in the same time period, 
instruct 350 units of housing, and expand 
cess to contra ctor bonding.

“What we are talking about here is 

changing people’s lives, by giving 
them the chance to earn a livable 

wage. We’re talking about putting 
people to work and teaching them a 

trade. Nothing can change your life 

quicker than that” Kenny Stewart, 
Carpenters District Council

•S. Department of Housing and Urban Development



New York Empowerment Zone Success Stories

Business Resource and Irwestment 
Service Center (BRISC)
BRISC is designed to stimulate economic 
growth by providing capital and business 
expertise to small and/or growing ventures in 
the Zone using the One Stop Capital Shop 
model. TRe center comprises bank lenders, 
the Small Business Administration, and 
equity and technical assistance equity 
providers. BRISC is funded by leveraging 
Title XX funds against other public, private, 
and non-profit resources.

Entrepreneurial Training 
TTie South Bronx FZ has set out to use Title 
XX funds to create micro and small business 
enterprises by providing training and one-on- 
one consultation in business plan 
development, cash flow management, market 
assessment, and other basic business 
practices. This program seeks to provide 
secure financing for program graduates as 
well. The initiative’s immediate plans target 
30 new micro and small businesses for 
assistance.

Harlem USA
Walt Disney Company’s Disney Store is 
anchoring Harlem USA, a S56 million retail 
and entertainment complex scheduled to open 
in 1998. Gap Inc. has signed a letter of 
intent to open a store in the 275,000 square 
feet complex. The entertainment complex 
will also house an ice rink, jazz club, sports 
facility, a 12-screen movie theater and a 
children’s recreation program. Offering 500 
jobs, it promises to be one of tbe biggest 
commercial employer’s in the Upper 
Manhattan EZ.

“We’re committed not just to the 

funding of it but to doing everything 

we can to make sure that this 

partnership with the 200,000 

people in this Empowerment Zone 

works for everyone in the Zone, for 

everyone in this great city, for 

everyone in this great state.” George 
E. Pataki, Governor of the State of New 
York

U.S. Department of Housing and Urban Development
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Philadelphia/Camden Empowerment Zone Success Stones^
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Community Development Lending 

Institutions
'Hie Philadelphia Empowerment Zone is 
creating a community development finance 
institution to package small and micro 
business loans in EZ neighborfioods. Over 
the ten year period of designation, the loan 
funds will be capitalized with $21 million in 
Title XX funds and leveraged with an 
estimated $40 million in private resources. 
The firet financing package, in the amount of 
$100,000, has been made to Sea Change 
Environmental Services. Sea Change will 
employ 25 Zone residents in lead abatement 
activities and other environmental 
remediation occupational skills.

Rite-Aid Drug Store
New construction of a 10,000 square feet Rite 
Aid at 13th Street and Girard Avenue to 
house a pharmacy is completed. The $1.5 
million project includes paricing spaces for 60 
care. The store involves a unique partnership 
with North Philadelphia Health Systems 
which will direct its $100,000 prescription 
business to the EZ Rite Aid store.

Kaighn Point Construction - Camden 
Construction is scheduled to begin in August 
on a new marine terminal for commercial 
vessels. In addition, 371,000 square feet of 
refrigerated warehouse space for perishable 
caigo will be constructed. The $33 million 
project, a combination of private money with 
public support, is the firet major commercial 
expansion investment in the Camden 

Empowerment Zone.

New Manufacturing and Distribution 

Businesses
Redring Solder, a Malaysian metal alloys 
producer, and Graboyes Commercial Windows 
will soon become tenants in a new 25,000 
square feet manufacturing facility to be 
constructed in the American Street 
neighborhood. Redring Solder is making its 
North American headquarters in the 
Philadelphia EZ. The firm manufacturers 
solder and alloy products used in the 
production of circuit boards. Graboyes 
Commercial Windows is the largest distributor 
of Traco Windows in the United States. 
Together both businesses bring 80 new jobs to 
the American Street EZ neighborhood.

“We can’t just leave things to 
maiket forces. If we do, cities will 
not survive ...Philadelphia is one of 

the few cities that, along with 

Camden, got an Empowerment 

Zone.”
Rick Santorum, U.S. Senator from 

Pennsylvania

U.S. Department of Housing and Urban Development
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PRIVATE INVESTIVIENT 

LEVERAGED
The First 18 Months in the 

Urban Empowerment Zones

$2.0
Billion

.IfiBsiiKii

iHii
$110 Million

EZ Funds Private Investment

For every dollar of EZ Funds, 18 dollars 

of private investment are leveraged.



I
TOTAL FLOW OF INVESTMENT ACTIVITY

The First 18 Months in Urban Empowerment Zones

‘S Li'():■■:

llill
EZFUNDS Public Private Total

Economic Opportunity $40,062 $71,997 $1,592,412 $1,704,471
Housing and Infrastructure $23,498 $305,804 $379,586 $708,888
Community Capacity/Environment $20,979 $39,971 $19,937 $80,887
Human Capital/Education $25,665 $13,353 $83,561 $122,579
Total Investment Flow $110,204 $431,125 $2,075,496 $2,616,825

Source: Price Waterhouse LLP
Empowerment Zone Performance Review Reports
Empowerment Zone governance entities
U.S. Department Housing & Urban Development
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Estimating the Economic Effects, Consequences, and Impacts of 

President Clinton’s Empowerment Zone Program:

An Analysis Using the Economic Impact Forecasting System

John I. Gilderbloom, Ph.D.

Center for Sustainable Urban Neighborhoods 

University of Louisville 

September 11, 1996

Special thanks to Ron Webster and Wayne Hamilton, U, S. Army Corps of Engineers, Economic Impact Forecast System; Wayne Hamilton, 

U.S. Army Corps of Engineers, Economic Impact Forecast System, for giving us special permission to use their highly sophisticated computer. 

Dr. John Markham played a critical role in helping to analyze and write up portions of this report. Several individuals played critical roles in 

helping to gather data and review portions of this report: Tom Lyons, Tom Lambert, La tondra Jones, Muthsami Kumaran, and Susan Sullivan 

of University of Louisville Center for Sustainable Urban Neighborhoods; Garret Knapp, University of Illinois at Urbana-Champaign; Perry 

Pockros and Susan Harper of Price-Waterhouse; and Marilyn Melkonian of Telesis Corporadon. This analysis represents the contribudons of 

the author.
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. nearly flawless. . . a masterful combination of historical information, fieldwork and theoretical analysis. . . it is 
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Development (President Bush and Clinton administrations) and State of California Department of Housing and 

Community Development. He has lectured at Harvard, Stanford, Cornell, University of California (Los Angeles, 
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INTRODUCTION
President Clinton’s Empowerment Zone/Enterprise Community (EZ/EC) initiative, headed by Vice 

President Gore, marks the most significant effort launched by the federal government in decades on behalf of the 

Nation’s distressed inner cities. The program is notable as an innovative approach to building partnerships and 

community capacity; for fostering reform in the relationship between citizens and their government, and among 

levels of government; and for insisting on a new level of accountability, with visionary goals connected to measured 

results. Although these principles are central to a number of recent federal initiatives, including the National 

Performance Review effort, the Department of Housing and Urban Development’s Consolidated Plan, and Homeless 

Continuum of Care, they find their fullest expression in the Empowerment Zone/Enterprise Commumty (EZ/EC) 

program. In December, 1994, 105 distressed urban, and rural communities around the country received a 

combination of tax incentives and block grants to implement ten-year community-wide strategic plans to promote 

ovdrMl revitalization.
What are the economic effects, consequences, and impacts of the Empowerment Zones in America’s 

economically depressed inner cities? The purpose of this study is to calculate the total economic impact of the six 

urban empowerment zones. To accomplish this, we calculated the sales and the jobs created by the public and 

private investments in the Empowerment Zones. A key focus is how federal funds have steered private funds to 

invest in the inner cities. While no study can prove causation between public and private investment strategies, the 

two are clearly correlated. In order to determine these effects, the authors used the United States Army Corps of 

Engineers’ Economic Impact Forecast (EIFS) program.

METHODOLOGY
EIFS is the most comprehensive, rigorous, and sophisticated model for short-run forecasts and estimation. 

Because of its ability to generate multipliers for any county or metropolitan area m the nation, EIFS is one of the 

most far-reaching economic modeling programs ever created. EIFS provides a standardized model that allows for 

comparisons across cities, bounties, and regions in the United States. The EIFS provides a consistent estimate 

which is an improvement over existing customized economic forecasting. Moreover, the comprehensiveness of the



model far exceeds the local models; depending on the county, the number of variables put into the model ranges 

from 600 to 2,000, with larger metropolitan areas having more variables. EIFS uses both governmental and privately 

generated data like the Census Bureau’s County Business Patterns, Census of Population and Housing, and other 

current data. EIFS is able to provide as good an approximation of new jobs created or new money put into 

circulation into a local economy as a non-survey model possibly can.

For this study, EIFS was utilized to estimate the sales volume generated and the number of jobs created.

The EIFS model identifies and then quantifies economic activities in a regional economic area which are basic, 

in the sense that their performance leads and determines the region’s overall economic development.'

For example, the construction of housing in an area would create a certain number of new construction 

jobs. Contractors who work on the project would also place orders with suppliers and manufacnirers who would 

be considered in a basic industry. Orders placed with local suppliers would be expected to increase the sales and 

subsequently the employment of those suppliers. Since these suppliers are part of a basic industry, economic base 

theory predicts that there will be additional hiring in nonbasic industries. The employment impact of the 

expenditures on the new construction project should go beyond those of just building housing.

Central to EIFS is the multiplier effect. The multiplier effect refers to how many times one dollar is 

circulated. That is, when one dollar is spent by a consumer, a portion of that dollar is in mm spent by other 

persons. The EIFS model quantifies this effect and thereby determines the direct, indirect, and total effects of an 

external infusion of funds. By using the information in the database on each city and by entering the amount of the 

Empowerment Zone award into this database as an external influx of funds, the sales volume and jobs generated 

are determined.

'These estimates, however, are conservative compared to local official estimates. Local estimates on job generation can average three times 

higher than EIFS, Local estimates tetid to be based on "guestimates" based on simplistic assumptions. The high estimates are driven by 

competition of other cities trying to demonstrate the biggest "bang for the buck."



EMPOWERMENT ZONE AND ENTERPRISE COMMUNITY INITIATIVE

Introduction

The Empowerment Zone and Enterprise Community Initiative (EZ/EC) was established in law on August 

10, 1993, when President Clinton signed the Omnibus Budget Reconciliation Act of 1993 (Public Law 103-66). 

Provisions of the Act authorize the federal government to designate up to 104 communities throughout the country 

as Empowerment Zones or Enterprise Communities, enabling these selected communities to benefit from the 

incentives and regulatory flexibility, block grants, and other favorable treatment, provided to attract private 

investment and stimulate community revitalization.

The EZ/EC initiative is not typical as a federal program. Unlike most traditional federal programs that 

are administered by a single department or agency, the EZ/EC initiative involves three federal cabinet departments 

in lead roles (Departments of Agriculmre, Health and Human Services, and Housing and Urban Development). 

These line departments are further under direction of the President’s Community Empowerment Board, chaired by 

Vice President Gore, comprising domestic cabinet secretaries and representatives of agencies.

Application and Designation

Just as the structure of the EZ/EC initiative is not typical for a federal program, it did not have a 

conventional application process. The application process was designed to capture the spirit and philosophy of the 

EZ/EC initiative by fostering community building and resident empowerment. It was modeled, in part on the 

comprehensive, community-based strategic planning initiatives (CCI) underway in many cities - some of which were 

locally driven and others that were stimulated and supported by national foundations and community development 

intermediaries. For many cities, strategic planning represents a new undertaking different from the type of planning 

they have engaged in for previous federal grant applications.

To have been considered for Empowerment Zone and Enterprise Community designation, a community 

must meet stringent criteria to establish its relative needs, involving pervasive poverty, unemployment, and general 

distress. The heart of the community’s application was a strategic plan that:



* describes the coordinated economic, human, community, and physical development and related activities 

proposed for the nominated area;

* describes the process by which members of the community, local instimtions and organizations are involved 

in, and have contributed to, the process of developing and implementing the strategic revitalization plan;

* Specifies needed waivers or other changes sought in federal, state and local governmental programmatic 

regulations, to facilitate better coordination and delivery; and

* identifies the state, local, private, and nonprofit resources that will be leveraged against federal resources 

in the nominated area.

The proposed designated area must also have been nominated by the state and local government, putting 

these other partners in the position of assuring their own commitment to resources and reinvention. The strategic 

community revitalization plan is the cornerstone of the application for EZ or EC designation.

More than 500 applications were submitted for designation including 292 applications from urban 

communities and 229 applications from rural communities. On December 21, 1994, 105 communities were 

designated - 72 urban and 33 rural Empowerment Zones and Enterprise Communities. The Department of Housing 

and Urban Development (HUD) also utilized additional funding under the Economic development Initiative and 

Section 108 Loan Guarantee program to designate two Supplemental Empowerment Zones and four Enhanced 

Enterprise Communities.

The designation of urban EZ/ECs was made by HUD Secretary Cisneros following review by an 

interagency task force comprising nearly 100 senior executives from 11 different agencies. Further reviews of the 

applications were conducted by the departments and agencies comprising the Community Empowerment Board, each 

in their own respective area ofjurisdiction and expertise.



Empowerment Zones

Six urban Empowerment Zones (abbreviated as EZs) were designed, comprising census tracts within the 

cities of Atlanta, Baltimore, Chicago, Detroit, New York, and Philadelphia/Camden. Each designated city receives 

up to $100 million in federal Title XX Social Services Block Grant (SSBG) funds for comprehensive community 

revitalization. In addition, businesses located in Empowerment Zones are eligible to claim a wage tax credit on each 

employee who resides within the Zone and undertakes a substantial portion of business within the Zone of up to 

20% of the first $15,000 in wages. Qualified Empowerment Zone businesses are also eligible to receive additional 

allowances ranging from $10,000 to $20,000 for expenses on depreciable property in the first year of acquisition. 

States and localities are eligible to issue tax-exempt facility bonds for certain business activities within Empowerment 

Zones. Finally, Empowerment Zones are granted preferential status in the competition for certain federal grant 

programs and special consideration for waivers of federal regulations. The wage tax credits, known as the 

Empowerment Zone Employment Credit, may prove to be an important influence on program outcomes. The cost 

of credits has been estimated by the U.S. Treasury to amount to $1.5 billion or roughly $250 million per 

Empowerment Zone over the 10 year life of the program.

Supplemental Empowerment Zones

Two Supplemental Empowerment Zones (abbreviated below as SEZs) were designated comprising parts 

of the cities of Los Angeles and Cleveland. In addition to receiving $2.95 million in Title XX Funding granted to 

other PCs, the Cleveland EZ is to receive $87 million in Economic Development Initiative (EDI) grants from HUD; 

Los Angeles is to receive $125 million in EDI grants from HUD. EDI funds are further matched with an equal 

amount of federally guaranteed Section 108 economic development loan authority.



Enhanced Enterprise Communities

Four Enhanced Enterprise Communities (abbreviated below as EECs) have been designated among the ECs, 

comprising parts of Boston, Houston, Kansas City and Oakland. In addition to receiving $2.95 million is Social 

Service Block Grant funds, each EEC is to receive $2 million in EDI grants from HUD matched with an equal 

amount of federally guaranteed Section 108 economic developm.ent authority.

Enterprise Communities

Urban Enterprise Communities (abbreviated below as ECs) - 65 of which are authorized in the statute - 

are eligible to receive $2.95 million in Social Services Block Grant funds to implement their comprehensive 

community revitalization plans. In addition, each designated EC is eligible for tax-exempt facility bonds for certain 

private business activities and special consideration for requested waivers of federal regulations and preferential 

treatment in the competition of numerous federal grant programs.

Measures of Distress

The areas selected as Empowerment Zones and Enterprise Communities are among the most distressed 

communities in the nation by almost any measure. Poverty rates are roughly four times higher in the Empowerment 

Zones and Enterprise Communities than in the surrounding metropolitan areas, with most ranging over 40% poverty 

to more than 50% in the Atlanta and Philadelphia Empowerment Zones. At least 45 percent of the working age 

population was not in the labor force in the six empowerment zones, with three of the six zones over 50% for 16-19 

year olds, the proportion of persons neither working nor in school is 80% higher than in the surrounding 

metropolitan areas. Less than half the population of the zones has a high school diploma.

SUMMARY OF FINDINGS

Using data collected from Price Waterhouse, we were able to calculate sales and jobs created by public and 

private investment in the Empowerment Zones. The total Empowerment Zone funding for these cities was 

$110,204,000.

8



Private Investment Leveraged (See Table 1)

* Since designation of the six urban Empowerment Zones in December, 1994, the total public and private

investment activity commitments exceeds $2.6 billion.

* More than $2 billion in private investment has been made, indicating that capital investors perceive future

opportunities for investment returns in the zones to be equal to or greater than in other metropolitan 

locations.

* The overwhelming focus of the new investment --$1.7 billion - is targeted toward economic opportunities. 

The focus of economic opportunity investment activities include: business-related job retention, expansion, 

relocation and creation; investment pools for capital access and innovative financing needs; job/occupational 

skills training; and entrepreneurial and business support services and assistance.

New Economic Activity and Empowerment in Empowerment Zones (Sales)

EIFS estimated that the Empowerment Zone funds will generate $4,640 billion dollars in sales. This 

represents the sum of direct and indirect spending due to the multiplier effect in the six cities. This represents a 

spectacular renim on generation of sales from such a relatively small federal investment that helped encourage 

private and public investment at the local level.

Job Creation in Empowerment Zones (See Table 2)

Increased sales result in new job generation. EIFS estimates that a total of 30,154 jobs were generated in 

five of the six Empowerment Zone cities.^ This number was determined by adding the total number.of jobs created 

in each of the Empowerment Zone cities. The total number of jobs generated in each city is the sum of the number 

of direct jobs as an immediate result of the Empowerment Zone funding and the number of indirect jobs created 

due to the multiplier effect. The average cost per job created is the total federal funding, or $110 million, divided 

by the total number of jobs. We estimate that the overall cost per job is $3,655.



'Due to a dispute between the City and State of New York, no Empowerment Zone activities have been approved by the New York City 

Empowerment Zone Corporation Board for the Upper Manhattan or South Bronx portions of the New York Zone. Although the federal 

government has obligated $100 million for the New York Zone, matching commitments by the City and State have not yet been obligated. In 

addition, while private sector investment and activity has been integrated into the implementation of the other five Empowerment Zones, no 

corresponding effon has been made to date in the New York Zone.



Conclusion

Using state-of-the-an methods and statistics, this report finds that economic empowerment programs have 

caused a dramatic increase in sales and jobs. Moreover, the cost of producing each job is minimal because 

President Clinton’s programs rely on leveraging local funds, creating innovative partnerships and maximizing citizen 

participation in the development of plans. Given welfare reforms, the need is great to create job opportunities in 

the inner city. Empowerment Zones provide an exciting model of how new jobs can be created leading to the rebirth 

of inner cities.



Investments

Table 1. EZ Investments/Economic Activities/Jobs Created

Economic Activity Jobs Created 1)

25.373.000 152,427,000 90,747,000 268,547,000 170,072,000 293,724,000 463,796,000

12.451.000 107,173,000 45,928,000 165,552,000 107,948,000 202,288,000 310,236,000

37,000,000 62,629,000 135,132,000 234,761,000 171,468,000 464,523,000 635,991,000

Atlanta 

Baltimore 

Chicago

Detroit 13,786,000 64,637,000 1,723,063,000 1,801,486,000 1,114,630,000 1,808,819,000 2,923,449,000

New York not available not available not available

Philadelphia/Camden 21,594,000 44,260,000 80,626,000 146,480,000 99,163,000 207,821,000 306,984,000

TOTAL 110,204,000 431,126,000 2,075,496,000 2,616,826,000 1,663,281,000 2,977,175,000 4,640,456,000 10,829 19,325

1) Jobs created were etermined us ing the U.S. A rmy Corps of E ngineers Econo mic Impact Fo recast System (EIFS)

1,498 2,365

1,817 2,786

2,681 3,670

11,814 19,095

na

1,515 2,238

19,325 30,154



Table 2. Cost Per Job in the Empowerment Zones.

EZ Funds Job Creation/
tTitle XX $) Retention Cost per Job

Atlanta 25,373,000 2,365 10,729

Baltimore 12,451,000 2,786 4,469

Chicago 37,000,000 3,670 10,082

Detroit 13,786,000 19,095 722

New York not available not available

Philadelphia/Camden 21,594,000 2,238 9,649

TOTAL 110,204,000 30,154 3,655

Q
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UA DEPARTMEm' OF HOUSING AND URBAN DEVELOPMEra 
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MEMORANDUM FOR: 'Henry CisneT'os, Secretary',. S

FROM:, ^ris Gre4r, Assistant Inspector General for Audit,

SUBJECT-:

■■

INTRODUCTION

• -.... •..' -. •'

S^Mp#;*!E?/EC::designaLj.on .process.:,;: Our primary^ objective was to' ® ^

:Appr9priations Subcommittee bn Veterans Affairs, HUD^and ^ 
Independent Agencies, and Senator Mack, Chairman of the Senate 
oSoSn' - Urban Affairs Subcommittee on Housing
Opportunity and Community Development. i ^ .

In conducting the audit, we flowcharted the EZ/ec anDlication ^ 
.review and designation, process (Attachment 1) , ‘and Ksessed the ' 
ade^acy of the Office, of Community Planning and Development's

controls over the process. We iriter-vii3urfafi r>'7/c<<- Task Force staff, including application: review team^iSKf
rev;Lew panel members, as well as CPD's legal advisors the
Assistant^Secretary for CPD and the Secretary of HUD ' The seorif.

'activities relate^to thTEZ/EC ^ 
desi^ation process, from the June 30, 1994 application recein^

Sir^^ar audit steps were performed for the: EDI; grant appli^at^e^'

II
M

■

: , y ■

■.■■■-.■■■I

^:W|!"'■rilf



cWuotsd ac6ordartSr5i£h'^enetS!riccerit audltihg standards- „e ooSiIerl”and^h^^^^
management comments on our draft reoort’ f " .by the Secretary. ararr report, which were transmitted

SUMM2UIY OF RESULTSl3

LndLg%S^?ds°^''^he^r!glnI!^pro|l^°^'^-"®"d^ designations and 

designations was ndt fully followed and^tK^n £°“^ “^^"9 EZ/EC

ii||iiii||^
• The.final selection of 14:Ec;a^pii^ 

categorized as ••weak", or no logger under further
consideration by the application review process, and

• A decision to limit EDI grants to^^ stro^ rated^^^ 
applicants who did not receive EZdesigriations.

:-■•■■ ::-i



the final designatibns and award decisions i. He indicated he had 
} been, advised by senior CPD program staff that' he had th» v2«=.V^ authority^to make decisions in this mlnner^ While the ^

had ithe aMhority to nake the final
for selectlone should have been llailted to the appuSaiion of ?he:•

. * .:r-

Given the significant staff commitment to the application rev=i«w 
^^ono=^^ ! SO-person, Federal task lo^of^o tevWfIso
could havf» h Secretary's final decision making process .could have been better served with more diligent staff work to
eliofhti^i" objective information on application
aive^thi^^t-K'^^ comparative strengths and weaknesses. However 
foT ^ subjectivity in any competitiveselectipn process,, and given that 57 of the Secretary's^71 EZ/EC
lili^Sf 9o"Joo?T^ J EZ/EC Task Force's final Lcoaunended

for selection, we have only questioned
aRplicaWon^;e??e“p?oc2s? recoKm,ended by the extensive

f-,': p-.

The basis for the selection of these 14 lower rated EC anni iriante was^undocumented, , In the case of some of ?he If questionabl^EC
of the application'si? zone is in question, and in need of clarification■ -nf d?»“?nd'the stated reliance on unfeci?ief : ,

was unfairthf definef t ^ave better met; af ek^hSlSa^f f f ^ and regulatory selection /criteria thrpugh "
S ^ frdm tS^SefinCd fppncation ' . ■

‘?W,
With;respect;;tb the EDI awards, the Secretary's reiiarice oh th^» ® 
/Completed EZ application review process fbr final sei i r>n

JIoU?lon"l?.^Olation^bf HUD poio^ Act ro^irSents 
awards., an^esponse;to_our_draft_audit report, hu obtai^e^*

■■ ■■:

fornarlegal opIni6h f7or„uS;rof??ce%rg:Serafc^^^^^
support prior verbal legal advice that HUD Relorti hSt

i /j

2V?rr?h?f contained recommendations that the
eligibility and quality of the questioned 14 EC and 6 EDI cases 
be reassessed, with changes to the status or cond??ions of ?hlir

3

/' 1; ■ ■ /■



stated disagreenent^witK*the^nature*o? 
to «adress thee (see Attache"? s'? V^ha^b°|2?!Sd
recommendations to HUD from onrdistribute this report to HUD's ConfTT-o^^°^^r We will, however, 

reCcn*iitiendationd''..t;hat 'HU6'‘assure-basis for all'-futurS'the ' 'condition aiy1fS2igha?iei? ?h??s ' ■
houndaries vLe , -

BACKGROUND

(theto 65 Enterprise Communities in\rLn arefs^ and up
Agriculture was likewise author?’ Department ofand 30 rural ECs. ?he |rog?am ir?nJ?hd?rt'?"“® rural ,EZs
resources of the Federal intended to combine thegovernments, educationai institutions^^and^?r 
profit sectors to implement a comirK' private and non-revitalize distressed arS^ • 'Plan .to :>
eligibility
general distress. - ^^

ref e|i,pub' >

future and how the vision willPlan is judged on the heSi ^ Wlf^ented..; ,The Strategic ?- ;
opportunity, sustainable cor^inuhf* ®«=ono®ic '- 
partnershipsi and strateaic^ist£n f' coMnuriity-basdd : ■ ^

task force. All final^EZ/EC dbsionat^ oversees the

comprised of 17 execnt-woc ^ board isthe Vice President. ®^^®^al Agencies and chaired by

Fedeffs?f??i?e, °inf

■ ' ^ 4

••••■■•;



/ Sbcial Serviceyiiidclc Grants; tax..

S Hi-advantageous: ,

■:RBf^”Aov6f^ii^':a5JS^i?e^^^ Disposition •'

reoiDi"nts^t”V°”"“"^*'''-°®''®^°P"’®"'' “«x» «rant (cbBG)
to borrow against future block grant awards^for

??n?o S S?™lPP”>ent activities. The types of aSti^itiel

. ••• *••.• V

'

EZ/EC APPLICATION SELECTION PROCESS

Notice Inviting Add] i r!afir.»o — .:s.i i - _
Sith^^PPliiationf^dfi^E^  ̂ p^™994,

•• ••;■..

;••••••■••:

^:S';fiiE4F;:|bE$l6NATlON:P^^^^^^
^ RECElVtiD^,^’" ^ BE MADE

Empowerment Zones I
Ehterpiriad Communities ' | ■■-/■■■■ ^.212.::,V-V ■'i|r- --;---65'' ■-■■■ ■:

■■ .;■■■> 

:';t$
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' •;.

liiiiiiiiii"
EZ/EG selection process was
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agencies, and a variety of evaluation factors hot easily 
susceptible to simple numerical scores. At the request of the 
Assistant Secretary for CPD, one panel member conducted a 
comprehensive analysis of other competition formats used at HOD. 
•This analysis:, which was not docinMintMar?

actual process, which • Was constructed during our. audit;

After receipt of applications, interagency EZ/EC tas)c‘force 
members were assigned toprovide narrative assessments of 
applications, noting their strengths and weaknesses. This 
interim record was used in making oral presentations to a "review 
panel," consisting of three senior CPD officials. At least one 
member of the review panel was to read the application in advance 
of it being presented. We were told by review panel members that 
no final rating decisions were made until all applications were 
reviewed, offering the presenters and review panel the broadest 
possible perspective on application quality.

The review panel categorically rated the applications 'as strong, 
medium, weak, or under further consideration (UFC). In effect, 
the UFC designation meant the application was no longer under 
consideration because it was poorly develpped in comparison to 
other applications. According to one panel member, the UFC 
category was created to guard against the premature'release of a 
list that would reveal to outsiders which citie^ had been 
preliminarily eliminated from the competition^ : A total of 164 of 
the 290 applications received were categorized as UFCi
While the review panel members expressed theirieliefs that evdry 
application received a thorough written and oral r^i6w;hhe 
review panel did hot provide for distinctions within each rating 
category, e.g.>; the strongest of the strong. v^Thih ‘general " 
categorical rating system gave the Secretary fgr^ati^iresponsibility 
and flexibility in making the final desighations.; 5

On December 5, i994, the review panel gave the Secretary a final
referral list of 13 "strong" rated EZ applications for the
selection of the 6 EZ designations. No written information was 
provided to allow the Secretary to distinguish among these • 
applications. Furthermore, the review process had resulted in a 
total of 22 EZ applications in the "strong" category,’ but there 
was no record as to how that number was reduced to the 13 on the 
referral list to the Secretary. The applications were never 
placed in any rank order and the panel did not identify any 
preferences for one application over another. While some 
discussions were held between the Secretary, Assistant Secretary 
and/or panel members in identifying the best applications, it 
appeared as though the Secretary was largely left on his own to 
make these decisions, without the full benefit of input from the



staff intensive EZ/EC application screening process.

There i^ np.written docuinentation as to the factors the Secretary 
used in making each final EZ selection. There'was.a series of

J tc

■ f®sipations^were the best of the 13 strong applications deferred
consultedWith the Assistant Secretary for CPp and review panel members to'

• assess the strengths of his 6 finalists, and that it was tKL 
assessment that the 6 stood well above the other applicants.

On December 5, 1994, the review panel also referred 77 EC
??naV consideration in making the
final 65 EC designations. This list consisted primarily of the- EC applicants rated as ''strong” and ''medium” by the panL. The 
iist also included 23 "alternate” selections because the 
Secretary asked the panel to include at least one jurisdiction

wardless of general rating, for possible 
secret in providing greater geographic divertty. The
Secretary s final selections included 14 weak and UFC
applications not among the 77 referred applicants. These 14 low 
rated applicatipns were selected over eight "strong” and 21

-TTwJi”* ^ated applications. Attachment 2 identifies the 14 weak
W were not on the review panel's referral

’ ‘wSS .Applications,■ ;An Additional seleStiln facto?
wap established for; .geographical diversity,” but the meanina and

for the benefit of potential ;applicarits or ^ 
application.^viewers. . The Secretary indicated that the
th?^d??iin ? —him to disperse
Clustered recommendations were too
clustered in specific areas of the coiintry.

As an example, the Secretary used geographical diversity tospread^but designations within a Statl.■Howeve?r?h??ewa? no
consistency m the manner in which geographical diversity was applied between States. For example, £os Angeles rlclivldl 

• ??a? f million, yet the Secretary wanted an EC
??hL h?nd M Park. On the
other hand. New York City received an EZ designation and the 
Secretary decided that the other strongly rated EC applicants in

j



. -vthe vicinity of the designated EZ were too close, resultiho the selection of lower rated applications in olh4r parJ^Sf New
^ shows the distribution of the final EZ EC 

and EDI selections resulting from these processes. '

For example, five States had only one jurisdiction applying.
could have been quickly checked for 

eligibility since the quality of their applications was 
ultimately not a factor in their selection for geographic 
diversity, yet, effort went into the application evalu^^ion 
process by the EZ/EC_reyiew team and th^panel. m addition ■ 
seven States had no jurisdictions applying for EZ/EC ' '
designations. Jurisdictions in these States may not have aonlied

chances of designation we?rrSot^ 
Had they known that the Secretary would interpret, geographic

selection of at least one EC f?om each 
State, they may have applied. “

identif?ed”*hv^ih other selection factors Could be
Federal Published in anSd notice. In our discussions on actual factors

i "need" was described as an
=2? 5^ "" that was used by the Secretary in making his

final selections. The element of need Was a built-in
r2a2l^tioni%^®^-^^S^ criterion, given that the statute and

2 5P®®^tied required levels of poverty for areas to be eligible for designation ;as an EZ or EC-: FurtheifiibL t^^^
aiJantif iJhl process considered ^ other'required
quantifiable_needs information, such as unemployment rates in

referral to, the Secret4ry.
Nevertheless, CPD staff interpreted Section 597^301(a)(4j of the

needs criteria without a Federal Register 
authoritv We believe the Secretary had noneed oJ othL^lar?L«°'^2'' applications based on a^itional
of because applicants were not given noticeof any such criteria in the Federal Register.

advised us that he considered his personal
eSch^S^® EC designations. In
each case where a lower ranked application was brought up thethe Task Force Director t^ re- 

2no2i2 fapplications and determine if they were strong 
compete. In our earlier discussions with the Task 

Force Director, he indicated he provided no additional



application information to the Secretary after the panel 
recommendatipns were submitted on December 5, 1994. The Task 
Force Director did indicate he was aware that some additional 
communities were under consideration by the Secretary and the 
Task Force verified the basic eligibility of those, applications. 
Some. examples of the. Secretary/s .deviations ffom the

■. • V '

. on, the merits of their ;application'. The Secretary indicated 
he selected Charlotte because of their strong community 
leadership ahd their former successes in other HUD programs.

• Rochester N.Y. - The Review Panel rated this application UFC 
because of limited community participation and the lack of a 
time line for achieving results. The Secretary indicated he 
chose Rochester because they had a great need based on the 
recent downsizing of a major corporation in the city.

• East St. Louis, IL - The Review Panel rated this application 
UFC based on no private commitments and a lack of detail on 
how Federal funds would be spent. The Secretary indicated 
he selected East St. Louis because he knew they had great 
need and also he wanted to add geographical diversity within 
the State.'

Overall, the Secretary indicated he had a great knowledge of many 
coimunities and their needs based on personal visits. In some 
cases, the Secretary felt his knowledge was greater than that of 
the panelist and task force members. His stated criteria for 
selection were leadership, public/priyate initiatives, need and 
geographical diversity.

. EC ELIGIBILITY CONCERNS

The basic eligibility of febme of khe EZ and EC ateas^designated 
by the Secretary-is in need of clarification. The eligibility 
requirements for an dr EC are prescribed in the Statute. A 
jurisdiction must demonstrate in its application that the 
nominated area meets minimum poverty levels. Nominated areas are 
identified by census tracts. The nominated area may contain lip 
to 3 non-contigudus areas but each area must separately meet the 
eligibility requirements. For each non-contiguous parcel all 
census tracts must have 20% plus poverty, ninety percent of the 
census tracts must have 25% plus poverty and fifty percent of the 
census tracts must have 35% plus poverty. The Bureau of the 
Census 1990 Data is used to measure population and poverty levels 
for each census tract.

■a;

■iffl

;"'S



A Management Information System (MIS) was developed to aid the 
EZ/EC task force members in evaluating applications. The MIS was 
loaded with 1990 Census information. The Census information in 
the application was then compared to thd MIS. Problems with the 
MIS program caused a high rate of rejections which required.

. applications, to. be: manually-.checked-against. Census'.
•ibtdrmatioft^ ayjiilahane in ‘ the.. Hu6"Mibraiy‘ .iCorjhe^uerit'ly., *ost ■ ‘ :■ 

• eUgibilxty checks were-made late in. the-;review' prodess,’. ' ' ‘

The Statute, .allowed EC applicants to request exemptions from 
certain poverty thresholds in order to qualify for designation. • 
Both the statute and the interim rule contain the same unclear- 
language regarding exemptions from poverty requirements. With * 
regard to the adjustment of census tract data, the statute and 
rule state:

"the Secretary may reduce by 5 percentage points one of the 
following thresholds for not more than 10 percent of the 
population census tracts (or, if fewer, 5 population census 
tracts) in the nominated area........ "

In the parenthetical note above, it is unclear yhat "if fewer," 
references. The EZ/EC team members interpreted the language to 
permi-t either a 10 percent exemption or a reduction of 5 tracts. 
This interpretation was used in the application guidelines and 
throughout the evaluation process. One panel member stated that 
much discussion was generated over the exemption requirements and 
that the Office of General Counsel was consulted on hoW to 
interpret this provision. ;

We reviewed the Statute's conference report to determine whether 
exemption language may have been incorrectly drafted into the 
legislation. In the conference report the parenthetical note 
reads:

",— the appropriate Secretary may reduce one of these 
•poverty criteria by five percentage points for not more than 
10 percent of the population tracts (up to a maximum of- five 
population census tracts) in the nominated area."

This conference report language should govern since the statutory 
language is unclear. In other words, if a nominated parcel 
contained less than 10 census tracts, no exemptions are permitted 
by Statute. Yet, the Task Force permitted up to 5 exemptions, no 
matter how small the parcel. The task force interpretation of 
the exemption language resulted in 3 EC designations where 
applicants did not meet statutory requirements.

The Albany, Schenectady, and Rensselaer, NY designation is one 
example where too many exemptions were granted. This application 
contained -thr.ee separate parcels and each must separately meet 
the eligibility requirements. Albany sought an exemption for one
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|The||L9;9 3 ;|statute:-^:

^^t^ EZ/ECs^ahd.tp. further: advance the EZ/E^concept? F?So«? ^
i :: Yeat:;i995,authorization bill proposed‘$500 SiJli^n in atari^
m-mzzs^-and ?ECs to be used • i n onn4,vn^,t- ^ >s« Za 4.Z ^ fi

1..-■■'>•••'.''• . . ' _ . '* •'. • '. •• •• • •. • * •• ■ .••••' •

%rOpriation Bili provided $400’ million 
in funding fpr new programs, but the accompanying authorizing ^ ^ ^

these nevr.programs was never enacted. After^the "^ 
1994 elections, it became evident that HUD's authorizing * ■ -

^PD sought and received an opiniori "
General Counsel that it would be appropriate to use the «new^programs- funding in the appropriation bill for ^ v

previously authorized programs such as EDI. ;

letter whs sent to the Congressional "
; Appropriations Committees in latelNovember'i

asked for authorization to use $350 million of ■ ^ '
■‘■y:

i

■ “? « :ai^ied by toe ' ■ ■ V, -^3 communities applied bV ^the-December, 17th deadline. The Secretary made toe final EDI "auarfl ......... -■
, announcements at the same time as the EZ designation '■ -’

under consideration for final EZ desifnatifAs 'by°?hf“fcfSaS’'
statute’' '°ProIl®®® ’■• receive EZ awards, as authorized fay' • .

■ rfflew^ahd «interviews with those involved in the EDI :
process, it appeared that EDI funds were tSa? ^ final 13 strong rated EZ applicants

receive EZ designations.m this regard, it^is 
EZ aonl?ianf^^^^ the targeting of the EDI NOFA to all 78 origiriai 
aDDl?cai?Sn^?•disposition of the 13 EZ i
application finalists is shown in Attachment 4.
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or not the HUD Refoitm Apt applied

• ^ ftirtittum 30-day announcement period;'^CPD?6bf^ined^5—^^^^
assurances ftom-their legal counsel^considered a non-demand program thatSeakes J.:!?^*^^^^^^^
without a competition. The?Sore ?r :

sets out specific crite^?i ?or t^fselect 

Moreover, the legislative history fof 
expectations that HUD will design namethod^J#-2^f 

r grant recipients that ic hao«^ ■ " ^ ®®^®<^ting TEDir :
: quarterly competition for funds^« • 

following this ;EDi ;funding round

pi I^SSlSSliSi^
.■ ■,Thes:pecember;'>EDi;i^OP^/s: Required ............ ........................ .. .......... .

loans was. . dif ferentif rom ; the '"
P-?‘^^?.9?ted:;;cloae^'it;o:|ai?io:i'^^''''--

idehtified the n
108_ loans^through leveraging, f 

cost of borrowing to :ma " ”'

, ^^®t;^eyery ddllaribf i EDI /could laver^ae^fn hopeful
the December awards the leveranl^2^^^2^ of Section 108 

■ other words ,■ there is no leveraaina ^ *" In / ;v i I

applicants was forwarded to '

seventh .community on the final E7 eei ooi--f^^Peceived.consi^e^^le,;PsdfJMdi:^?f?-^;|^|“t|^a^

silil
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exception in its

x^j^n^FPr^mton pr^th^'^ppiiMimmmmmmsMgi^^&VSsSiBSM 
flKflr&i-:,Jn,response to, our :araft:trepoi;t;vOTD'6tGeneral counsel ■' ‘' .': V

■ ■ :iss^e^ va-:-:July ,18> 1995 ■■iegai-./opinion ;:.to’':fbrriikii'2^'|its^-prioi^^?^orWi''^'-^®^^^'* 

'■did not apply to -the ^iecembeir ■ lMR ;tjrtiM 1:^S:r:<i^:«ot :^ply to.the^ec^er-

' ' '■' <■'■'.■ -V'\

'Mi

lilt ‘|pS|i|
HUD^rule implementing Section- ^ of ^the hui> : 

cJv2ra«o those programs excluded from the Statute's '
finclude 1) formula programs, 2) demand programs 

and 3) programs that distribute assistance on a discretibnatv"^ 
(non-formula, non-demand) basis/ OGC opined that ^ EDI Grahts^fall^^^ 
in the^last category. However, the HUD, rule identifies the - 
^Pecific^programs that fail within category three ^abov^^ Selt ikiso'^
states that HUD will add other programs as appropriate. EDI 
Grants are not a ' listed program. ^ v:-

Additionally, there are many other HUD program statutes’that do '-P2^^^JP^®®®ly/'Prescribev,»competitidhvMn5^heSilngii^gtl^%iPI»f^iiS»

..,.:Reform^^Act'-to'apply..to^.funding;under/these^ist^utis^fe&|i??^'i:5Mv^?^# 
te^>^^®SiP^s;;;ji.nclude;;/;Innoyative/jProj'^cf^unda;hg|^unaiirT^ft^lMr^ail^^®^i^

7^..>-.-.Initi^pe^under,HIHr-Family’:lhVd^mfeiimfGeiiill^P^El^itpiiiife^ 
t^®Pters;^^^ndv‘COmuhity;putire^clt#arhnership^^teis'^W^?Our^^&lllSfPli^^
remains that the HUD -Reforinmct-::prpvisibhfeor^:::.^^^^:2Miill^?^*i;feSr-St

' ■ ' ‘ ” processes

community's^«need« for an EZ/EC designation by virLe of the

^^cvii.red Federal Register ‘■y

m.
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uv.^i.c^4u+* «eeci- asy-a-crlt^ion • could i-aise-i oii^s5?i<V
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requirement would- open the limited comoe+^i'^ lower ratio 
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?"V■»?. Docum&ntati-oh- of the EZ/EC Application Pt-ocess^ ^
response doed not accurately reflect jthe extent/^tp;^hich|the ; - '
"actua 1" process used in making EZ/EC selection^' Vras f^^umented. ; 

;The.'-driginal::;dpqumented'; review ;'i^gcess\p:t:gceidurei^^p^vided|Jt:d')tis;|#>^^|;iSs 
by CPD staff included a process where:applications were; to'be 
numerically scored and ranked. The review panel later Changed - Slfll-

K - the-prodess to eliminate the scoring of applications,.’,
. -'.Vin fi^or’.'Of a -revised process; vjising.-c.$stegprical vgrouplngs- of’ •

.' ‘ifpplihatiohs .frqm...^t¥<a?ig; tpj we^kv; :,‘Tiie /intendedt-f^hctidnilhg .pf : A ' : • *>
: .' ;the "reVisodV.. selection - process; vas hot docurn’ented . •' •

6. Documentation of the EZ/EC Application Reviewsr - Our draft 
report did- not criticize the EZ/EC task force staff efforts to • 
assess the strengths and weaknesses of applications. '< Our issue 
pertained to the failure to adequately use the results of this 
effort as a basis for some of the Secretary's final selections.

7. Composition of the Review Panel - Our draft report did not
question the composition of the Review Panel, only its ^
effectiveness in preparing the Secretary for making.sound and 
supportable , selections. ^"

r:.' ■

... .. , ,................. ....'■ ■ ' ' ' ■■ ■■ .■ ■' ‘̂'V'/;-

8. In forinatioti Provided to the Secretary - While we adree with :^ (" v 
HUD'S response that considerable information was generally,
"available" for the Secretary's review and analysis in making his 
final selections, we continue to question the extent to which the ; .■■lnformati6n:\Was'"actuaiiy:;\Used/v'^andwhy •■■theMnfCrinadit)nfi^wadKTi6t'rArt^j?|:;^rV;:i®::
better summarized to -------
process,. v:-;;-
9. Dociimentation of jAdditional Review ''\tnforifikt€i6ifSi^^;^

HUD'S response^indicates^.that the ^
if eviewr rpahelv :pr esentat iph^;: prby^ed^ldP

..... .. ... ...... . .. ... ...... ........... . ... ...... .. .. .^.preliminary characterizations and not determinative oflthe final ‘ ■:
.:'^*frecpromendatiohs--'pf'v;the ;-;re-vieW^;'paneivS-;\3?his,^response!|cp^radidts"^.&;;^v;§;;:'|?;;

the infprmatipn we were prpvided during the audit .' V Furth^ , :
no pther information has been provided as'^ the-.:'basis'ifor'‘;^he;'f inal'; 
determinative results .-of ;^the application review ,probessVv|>;4:i ^:; Vv." i/-

.'r-'..' ■" ■ .v -. '■'r'- ■■ "■ ■'

11. Definition of Geographic Diversity -The response indicates 
that the audit misconstrues the intent and actual application of 
the geographical diversity criteria. We disagree. The draft 
report identified instances where geographical diversity;was ; 
inconsistently applied and where it could have been better used 
to solicit additional applicants. In effect, the decision to 

, award at least one EC to each State, regardless of the,quality of 
the Stsite' s applications, created an "entitlement" process which

Z'S'y.- *«ii
. .i.:.



to create:
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\do not cite' the specific ineliaible in the response

designation, - ije still contehd thK^-h^= ^ an EZ
NOFA and unfair to the 45 annliSn^c: to the EDI

applicants that applied under the NOFA.
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Attachment 2 :

[: - :•> OlIOW'VCALir^ORNtA 
:uuNois:-';' ^ 
viLLINOIS, , .• EC
4 iNCHANA EC
«; NO. CAROLINA - EC 
6 NEW HAMPSHIRE EC
: new YORK EZ
e NEW YORK EZ
J NEW YORK . EC
-new YORK ..EC

PENNSYLVANIA : - EC 
,. 30. CAROLINA EC 
;? TENNESSEE: . EZ

::-(3iNIA ■ . .-.EZ.

UNTINOTON PARK . 
, EASTST. LOUIS , ?
SPRINGFIELD •

:vindianapous : ■
CHARLOTTE 
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UFC 

EC(VV) 
(UFC 
EC(W) 

; UFC 
UFC 

EC(W) 
UFC

( v^^RONG ANP MEDIUM RATEO APPUCATIONS
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BALTIMORE, MD
CHICAGO, Ili

. DETROIT >':'mI ■ : '^ ■' .

NEW YORK, NY '
PHILADELPHIA, PA/CAMDEN;NJ -

SUPPLEMENTAL ENTERPRISE ZONES'

LOS ANGELES, CA ($125M EDIiGrant)
CLEVELAND, OH .($87M EDI(Grant)

ENHANCED EMPOWERMENT COMMUNITIES
BOSTON, HA (S22H EDi' Grant)

HOOSTOH, TE ,/.,.(522M EDI Grant)
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.c.

rI SMbmissiop^|>uriri^; tHc IcVieu-prot^i®ifiiiin^
executn-es from clcvdv different hundred settlor .; :?

■•sssig*^
the review pa„d and assessment J^^reldtSl roLh nSnl' d-^-"“"T' ''''' *°*"'f ^ '

: applications on the tasis of ntiatiye qnaSy! “ *"'°“S'’ P^'^™"”>' d'vts.ons of the EZ and EC

Ccn™« ■̂:

example, a large tearh from the Dcpaitmcnt of Health and Hurtwn'sr^' appheauons. For
for Title XX funding eligibility ^d: assessed ^
Depanmeni of Justice examined the niibUr vc,f ^ W , service ,components;- ^
Depanmehts of Labor and Education the applications, and the f ; /0
agencies also reviewed the EZ and EC application"^'^,

■lfrthe^s|coht:stageM^the;:re®Spfii||J||||||^
-.dOTwaivefa^propremifundii^^

, Dunn., the week .of.Derem^r 5. 19VJ the iteen«es-of the CEB received , r'ev ■ 
apphcations under serious consideration bv the HUD wL-r, ?„ r f cv 1 °

i,Concmrenily;«he;Cfnce^of Ihsp-Cttir’Gehdal'iftndiiei y desipnaiidn.:: , - .;: detemrine if i«ereWreOutsdnSSSSa”;|foS^S^

, V ::;^™P'«'i< >l)™fasi evaluations of'®ElfiiiaOsra^ ?8™>iN;then , Sf; :*

■ . designaton of'7Tu>ban 'and'jWa“Emo"ou!;''"^^^
obtained additional funding from its ^"“ ‘‘"‘^ .^"“'Pns' Communities. HUD :

: Empowetmen. Zones andli^‘S,:“cSE^;::^^

• /■ '■

.:;,-r.
' -v.:-

'• .: -j. '• ' .•'' •• • -' ■•



W ^ ^ to. ihe^ ^ final CS^S
■::r;^l;; ■: ; ^;^™P^htsKqualiiy nrialisii:;prescntcd to the HUD Srcrct^j^^T^

- ^ d senes of blueprints for the revitalization of some of Am^rJr!!^ .‘tppl'-dtion.s represented ■ 
j|,£,o.;unsurpa«ed .their dcjretlw^conrounity panicipaiion

- c? e. ■ir;;; S;
; ;;.selcction;jprdc(5s:w impfc*S3?m do* »ht'above

• m the Draft. . ■ oi'Stotciprctations contained

IL Besponses to SnpHfic OIG Commpnfc ;

HUD Reform Act, interpretation of eligibility provisions and int "applicability of the
as a selcction ^ferion- the Draft offSs a ’ mterpretaaon of the use of • nfccd" . ;

;v; V . and suggests that CPD be hbld not to DGC’s legal opini^S^S^th*^^" that provided by OGC.
. ^ This presents the program office

must disregard the opinion of Counsel in favor nf^s^ l T :.
, V >:: Pted.ct ho.-QIC might retrospectivelv in^mS r^e ^ ^

4 ^ ^ OIG's own earlier - ^ ^ herein, the Draft
g7r:7impos.ible2fhr:hprogramW^ ‘

^ V . program oflice;:cahnoi funciibh in this manner ' ^ .^e out on an> yiven question.;

■;j -v -V-^-'-'-,^,''7--■,'■-■■• Ityttiamc Awards

■■■'"' ' :■' -■■ '.'■ ■ i / . ^'3 ■.■■■’■ .. .: ■■ ^ ■ ■ . ■ :.
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• ; »PPliMtionvbt rai6d;of raikea-^TTie a„4d of rnd^'"^^^^^
,, ■ ^'<' vR'S;-.VoL59.No;234, Wednesday.

. Under OGG s interpretation, section 102 of the HI ID p.< .
compeouva sdccdon of gramcos uoder ,he EDI p^S-*-“■PPPI a 
DIG on wo occasions prior to the DIG pubheatiLtf^e wpo Provided ti
optnton detailing OGC’s Ponclnsion that the ^ losal >
programmanc choice for CPD is attached.; See ^ !

. from the standpoint of procram manacement -Mnr,. counsel. This is untenable
, .bdv^rt^in^gritjf onhe .svitem ^of DepainWeia,:i.i^

=^rbr.prs'“'^:-acted Teasonabl^ (?gcS
. io^.;imerprei^e..ru!e.in:;oppositi6r;:tp:OG(gs.:intc^t^i^pli!:|&J^

criterion. TsOGC co^cludld^F^d'^^’af^r^ .

contain an explicit notice that need was a ksis of Factors clearly states; : ^ f

Secretary shall consi^?"^ for designation, th^

;; •••.:>•:



; ■’V V.';:-' ^'.V'. ■ ■ ■' ]:■■'' ■’■'■■■ V,,'-' •' ■, '• •• ■■. ■ \ .••■■■. .;

.he application. :S=c App!i„don Guide, pp 2 7 M ™"'i»

.nformauonal forums around the counpy during FebZv S « held eight
as a factor was discussed Everv aDnlirarinn / 5°™^ 1994 at which the inclusion of need
"need". And. informauon eS au^f
See Secuons l„iy of dte Presentation Outoratael»^T^"™'® P™cess.
mystery surrounding the use of •■need" as an evaluauon“em^

; . applications, and the review.process- all of thfo^fies"'° ‘he subtnission of .
’"^'‘■'''"S il'e applicants theniselves, acted on the^assumptioVihat“n''’d

^ the OIG staff involvf-H in rtra. • that need was a factor in • •
j;' •::;::|?'^^fi^i||iic||§|pGc-i|iiidahcfbT?ti^

® Agricuitu^^ vehich.:shamd:: ^ ::v ^

?;3'3 Ijf^iiSmieif 3nShbtt:sboth:HllD,&gg:|Jid'Vs wSHi

■ ; :; ^: Tepoh should;;nofe1that: .-; S^ “^ Pf U'a drafi; : In the alternative, the ;:

/ ., prejudiced by What OIG-and nrn oin.;
. . fadure tb properly;^,ice

••

.■ .■'-. i' . ■ •. • . ';' '•



hud counsel. That OIG has a different int “d upon the
relevant to whether CPD reasonably relied on'^SSv'*^ '^“ PGGrisimply „ot
a LTmon-V“'^' <«« '“sonabiy rely bn dr'eS-
a statutoo provision the OIG draft repon i-sclf ato^ was

expressed about this prosisioTat the l'hr'’'‘’^T “•‘■^«"'i<)«abre\wu"idn ' ''•
:VS-£:5,Fehriiarv.::|c,w. HUD andT^na ''S'onal.infbrmation workshops'tibS^ • •,•'

f . V ^pbb|,;^reduetion

■: V-- exception allowance for EnieipriseCominuniues ' ■-

■ 1°intent of the i^xemptioh provisions
ihe ''■aiver provisions, which were designed to^u^Tf the spirit arid ir.tent of
Community designation, not to restrict ""Pnimuniiies for Enterprise:; : ;

m

.- S'



-'vSilili
‘'f inish

lese lhrp(», rnmtTiitf,;.;-A ? T .■ ^ Under Its lh(*or\-nf im.
* ■ ^ whether CWG can im«a^ would be ^ :

V W ■ :»’h<;ther '.CP» properly '.'Jiwpreiations -(tf; v-

the statute and rule Eoyernihg poveny exceptions. . ‘ s interpretation ol

This sccuon should be deleted from the Draft.

- :; Ey^ The action reop^^

question of : ■ :
Joan giufanieesigSection lOSitii; ftpositi^i-H with" Section lOS:

, i“JJ!'W*'di»OTS;:amouhi.br;ieveraee^io^,iOroiraiiitn^^'^'!-'^'- °'’™-'^ ^
«HqdS5;^;g:pegiciinvjSgprbt-ed$«Hfcfrfe^’«^ >i»pf EDI
■ Mato °'C-M--on vtould Jesuit in violation of a, least tvo '

y, :, would :haye ^en S?:;bilJibh; b^^^^
: : <l^:opp>oach. ,hr Brnartnu^nr ^i., ;

; ^"ded to any :sin5le'j™re tuM«d^ which can be J;
Community Development Block Grant (CDBG i T! , ^ c "’' 8ranlee's annual 

, grants made under this competiiion, applicaOOn of a term -“' “““ EDI 
provtsion. •Fpr example. the Citv of Bos.do VCDeSSr'^^'^ have violated this
Coder the statute, the City is limited to approximaie'lv S?of r'* “^
The City received a S22 million EDI bward in the DeCemh euaraniees.

V . a; : r i"'?’'’"TOmpetition, Applying the t^^^

•x:.'r'-
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H=:K'r.SLS-~
SMo'^li" ‘°“'„‘‘'''''“P"W"< aciivines: In fact, the H3I ft-anl'are
S650 milUon in Section 108 loan guarantees stacfLvJ^!!
guarantees significantly in excess of a one-t^ne rati^^ r'^“ applied for loan ,
the su ciues receiving EDI grants:approaches

NOFA prior to its publicagon; Cro'soueht^Ld ‘ts own eiulier review of the EDI
General its concuneuce with the substance of T
Pepanmemal clearance. No comment was made wim^*' i' W-as circulated for :
leterageissue. See attachmehl 6. in fact the InsneJ? ii ; K
subsequent March, 1995 EDI NOFA Which a -

,.i,..S;3Sa££r'ES,“«#5Si^
Thi > section- of .f h(.Vr.L i: ;:r - V : .-■ ■ ■:

*- • ■’..■.•■

:'y ■...'<

#

dotumenled in a series of malerialsMni-ludinE:

■;^:..ua.io„insuuctions:^:SJS‘';o;i^-'^^^^^^^

■ -Ai^S.^“-^-/«atta^mentFl.:^
- HZ/ee Presentation Gmnn^'’^e1Su"' ^ ' : :

; /'•'- ,? •,



Each
competiiiop. inc.poljc

. '^PVP'nt^and Slaw that the EZ/eC revitft. processes
: ■:: :“ ;

the EZIEC AppUemioh Rey,iey.s

; / : 

application; A ''Titten assessment was prepared L

mwiiVpaneralipTWd

\ : ;y ;Ptoces.^> TTiese maWriais»hiffi;hlh^^hiSe^

dtia, ed infomiuuon on each application should TaVrh ,? ' ‘•'’"Pl“sion that more
.V :;;■' Perplexins:, We question whether rh^ i v see Draft p. 3 is ■ -

'*^5 H ■ “'“'^'^’"'^^“sessmehr niaierials:^de!^^^^^^'?^
iv,th;any,s„pppstion tKatwitherMrS^ei^^lf^^ ^

theretaeit p,ocess.^re&empjar;-;tn;^^^^

<; of the Review Panel '

‘^^ppsid ortw^seto

i'i,- ■■.

; ',V':



vviih the CPD Compeiiiion Manual; see anachnicm 12. which rcquircf that a maioriK’ hr thi ' ' 
rev,ew,ns applications in anv CPD competuion be compt4;rfS^'S!n^;!:" 

he putppse of this provision is to avoid ppliticizinp the resnew prttccss;. ; ^

/iff

■7

: a-: • :: information Provided (o tkr kecretah ' •' \ H

as the voluminous ™tten reviews described above. Indeed, a substantial Lhanaerif

: .. ■ ;■•.•. ■ ■■ >/ ■ ./ . ■

tnowll^! bf Inspector General also faults rhe Secretary for use of his own "personal '
kjiouledcC of communities in the desicnation process See Draft napp 8 Rnf w^e howfdtat personalhnowledge was^tsed or'lven>hrte h X

wtthtn these cr,ter,a that the Secretary's decisions were to be made::f AdSnWohh ' icD ■'' ' ‘ ?
General Counsel, the ano ic.ntinn nf thr. • . . : . ~

f^Jr I^appltcan^ ^r the putpose of updatinu rhe ipplichtibniaahdinhIh baserh^®S«7* 
:been any chanses,^Druft. pape 6. The Draft states: that,there were no documented ^1"^ or ' 
conclusions from this update process.; Draft, page 6.^ 7, 7 : -v; , 7..^" ’

^.onse: In fact, two notebooks full of additional material-were assembled from^ 
-de.as.ilable to OIG as par, of the 17 volumes of documentl“ed : 

for his resie^. Key information from tho.se calls was made available to the Secretly The 
udlfzeT°” or state that this information was collected and ^

......a
.• ■f.-'.-'-'iS..:,-7V:,:7:7;



Ss ;rx:. ;^'r= cat=gorical].y,rated a^strong. medium.^
. DraftiuEsesK that the UFG ateo6r\. «a<.rte=,,a ' ■ r^''■ *"?,;;..

nlh^ fT' 1 " n“"'b« of appUcations to be considered by
ofter fedei^ agenaes. p.s made the heavy workload at leastmanageable for these other 
agencies. When the review panel reconsidered appUcations that had been claisified UFC’s
those apphcaoons were then forwarded to the other federal agencies for review.

M^oover. under the CPD Competition Manual, no final raungs are assigned prior to 
he conciusion of the review of ail appiications. The purpose of this policy is lo ensme that

the review panel hasrevicwed a sufficient number of applications to form an .accurate
impression pf relative strength, we^esses and quality.. TOs approach protects against . : 
iTiconsistent e\ aluanons of the. relatiye quaUty of appUcations/ '

, _ is consisteiil with the Ciuillietition Manual
. rj^gsassigned by.the:EZge;reyiew:pahelSuringt^^^ 

the L FC raung-- were prehmiparyicharacieri2ations:and;noi:deterininaii® of thevfinal : - " ■
::V''comniendat,ons:rnadebsythe:piineh:Thesc.6haraCieriiatibnSSasted<rhi®htlr^

. iqformatipn .was:documented::inVfhe.isecqhd round of ;re«es;- pahei|r^
> anachment Asamsultsqf'ttits;furthef VpnsKletation.a number'bf appllciibns initially' ’

applicants .mcluded:;iv':-

Pulaski Count\-. Arkansas ^ t '
Denver. Colorado
Peoria, Illinois. :
Lowell. Massachusetts r

. Springfield. Massachusetts 
Oklahoma City. Oklahoma 
Che.ster, Pennsylvania

■,t Ogden. Utah .'i ■.

. -'-rir

./s



Burlington. Vermont ' ; •: -V- :'■

: ■■',VV>^':.;':-.i;.v-A-^'1pB^

• . * • *’. *.•■'••. '. . ••; • •■.*.: • .•*•’ • . *.• ;• .# . * • .*. ‘ • • • .. . ■ ** *. i- . . •* ’•, ‘

• ’ . ' • • * ’ •'■•.*•.'•■.• • : .•■♦.;-*• .“ •. . •'. •■ . . V. , . ^ ‘

• ■ ■ ' ' ' •' ^^^o^rtV?A/c D/ve;yYn’ ■ ■ /

: ; »pu. ^‘sr

official may then review the gcoiaphic^^stributiornf th*^selecting '

: 59^^?!:“'“’"^ “ 'evel of geog^l^ '

;the geographic discrZtion'onhe‘’pool ofXaUstmus^te In

- : advance. Moreover, the apprillh ad
iniecmy of the competitive process If veovranh n »'‘»'|d undermine,the ""

^ advance. thr- ..r-.n, allocations of Pr;,nra: =.ra.
. ,-u;-ncc. .^loreover. the approach advocat>H k„ ,k on that -itmeertty of the competitive process If veo,!^“''p^''’^'^f ■ *‘>'tW “ndermine,th^:'- MP:v;^.

|| advance, the grant process begins to rese'mb1e lLnti leta "' °^ ®”"“^' “""°“'’‘s'‘‘ ® ’
^ vompetition. , : ,^P^‘^'^"^^n^ procram rather than a -^

Vi-^o^ejaipinawlria'a^ltad'n^-S’eXSlhlliiTO^
; ;i pnjheMnspector General^-cbncurrenJe^with th^

r.r' .,vThis section of the Draft should be deleted.

’’'‘"•'"S Eligibiliiy Checks : ' v;’

: ontil laie in the rlvil^- prolel'.^^D'a'ffi pa|eT not made ' '

ptocessfe^ri^^r;“rct:^^

12^:



r' ■■

audit reviews umil the pooI^df ^^SillanK'^ conduci'
practical matter, it ^^^uld have createdTt^e^^f^^^

. either bligibility or audit findings prior to this stage of (or .. .: . shouid sieJettlhiS comment Of nPtl'thax iWs Proccss::/Tr,v final tepoft ■.. ..■'. ,

Modifications lo Boundaries

of certain Emenirise Colmu^te ,1^ “ boundaries

several „cgodado“nn^~r:?^dfflS„“ r
negonate any boundary modificadons in these sessions n'or'at A2!
dtd no. negedate any boundary n,odificadons.;dtis secdon doe^ot^pplj^-;

:^anda.™'°oiS^

: ;Albany;an^.Newburgh/Kings.on census da4tail|fe^pd^^e  ̂ ^ o:,f

:■' ■ • ■ ■■ V.:; •^iGvCommerm-:rrhi.braft-;stai;^^thfe'i£iSi®S©^'^
yensuh tractv^^^^ ^ notified in u nunc that

'■■■ ■":.*■ ■■v'y'r

;■; ■ y"-'::: :';■ y y-,-

■: ■■■' ■'. y- . 13 :.■■■-•:.•■



* .Vs *

, deleted from the final report ^ decision, this referenev should be

• i ••’Becbnnnehripf.Mf^c.’ :•>■•: ■v.’ ;. .. • ./ V. V‘• ^ "

• 'Migibimy onhruT«tS K-s ta'wenr"''' of
; =

^ ^ .vitally if
.; : and ,ample, of .he leuer, a,? atud^rd^iT aSmem "7^ '®''':

appiShvTth "hud R r° T“'" “'
selection process. hk. P>ni> ot the HLD Reform Act oh the^EDI grant

'Is;; :;rublieadohdni«EDISCn'c^COTiI|i!''h^‘'“^
i“f'h'Pffibe dUGenerai Gooneef i

the General r ^ Reform Act did not appiv. .This ' ■: . ; ■ (V:



Response, CPp; competitions are sbvcrnecl hv the CPD Con 
.uide to CPD competition policies. See attachment P The VI 

compeotions are managed according to orincim^^^ M.nua, ensp

pccifically f(ir;tke V^ppetitmo:'-^ ^ ^
• • '^V^cs^-'^ked jn this memorandum, the documentation for thVpy/pr'- . 

1!:™':'“ ---ve and .horough,
assessments.

., I

• i

1

• > . • > .
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f*) •J- S. Department of Housing and Urban n .
Washir^ton. D.c. Development

August 31, 1995

Attachment 6

.*
*• :

: W?MORANDm^;FOR^. Henrv a .... A - .

■ subject. 0 •

S#ilSSF5L?:S4T-s"s-^;‘“

■ '■ '■ -V ' —general^ct of i q-7o

/ : ■ J* HG • DiiY“r'/- <?.>v _ jr—.•-.•■•■'•

■ t •

’ •.

•• ■■ •■•■•■•

The purhe 
Objective uni: 
leadership in 
jnd in preven:
Secretary and
problems and 
this statemen

'Se of • thb Tg Aot- 
-s to conduct audits ^Ddependent anH

the Congress fraud and abuse- and
he "roa?i=rJ““y. ®"d current?r,'J"i‘'®®P fhe

ure .nTc
First, tr ensu ------attentioxr.

the Congress and'^th^h^'^H repSJt^di
that ..Neither the AeaS^^J ‘^he agency - both to

A-' 
■ ■-■•■. ■



completing any audit or investioaf-ior. ^ ‘ ^
. subpena during the course of anl audit - ^f^uing any

..-pecond, ..thevpiG mrssion-as-Wined*v ''V '=•. ; ■
■ .extraordinarily broad • A ^ is • •

OIG's work r- -e.g., Operation sff^^S hud

•on "Opportunities for Consolidating
Dapart..,ent task forces
leadership" mandate in the IG Act rh ^ "Providing
traditional, OIG activities W w« K . .• because we share your'commitLnt to^h'"^ ‘"^em
change in HUD as well as - about positive
HUD_beneficiariesV ,
relieve the OIG of its sta^n^or-,^ ^do not 

■ traditional audits and invest?g«IoSs°"

|hall"-comply‘';ith'^Jndard; es«blished^b"'’“i^"®' «ie OIG '

functions.,,.'. UnLr\hesrstanda?5J”r^^“''tti®=- 9"^^ ' “ 
Stanaards, 1994 Revision") the audf? Audit
compliance with laws anS reguWton required/to asseds ° ■
regulations ere signiiicant^to°^i2 '^^erevldws and
standards, further require that: ^^dit objectivbVv-iThe

orgranizatio^^anc'thrindividual a''d-J i/
or public:,', should be 'iree frbt^dJ^^ '

; impairments to .independence shod
independent,:; and should maintlih in

• appearance. M ; , ' ' ” u^P^^dentiiattitu^^

haa iaWii i i

Gene?a?!'\ith''?,aspect •^'^*’ I"SP®=tor

ifaiS? -to review existing *’1=

,rn the. seniannu... reports ?equ?rerby"sec?idn''l(ar^"'^^“°"=

1 I



m
■ legislation or reguU.lo '

abuse in such programs anroperat?ons®‘®:^“°"
and

HUD' s His^Ovy

s/«SLr£L“HLHT‘"‘“®S^
sBiS'—"=s£;£:es^ 

ss;SL£L££l;lf

unauthbriief lofni SL'"^

u.s. Government as grant advanr^a^ that

: "s" “•
■">«.....,»«ii-«A%vsa^ ». >r„„. „«ar;8*^Sole_of_OiG_Coun^ '

. '--jags“n^^^^^=t;?"J^--P-aibilities. Bering

Reasons ^or emplov.^-noSL^l^Sls-,^ ^i1he“

problem Of divided.

•'



role is essentially offices. The oJr^S
and investiqators ^ ri 5^ advising OIG man=r!f

SS-~£f I ,:

s?^r"h“ia

themselves >ho or by the Genev=r cannot.,

: ;to discuss .then,: with you"""^’^^'"' , ’’owever,;; I „ouid; be°most^SIppy' ' ^ ' '

.'.■'V-



Attachment 7

%

#

Distribution

(2)
DG

Secretary, S (Room lOOOO)
Deputy Secretary, SD (Room 10100)
Assistant Secretary for Community Planning 

and Development, c (Room 7100)
Deputy Assistant Secretary for Economic 

Development, DE (Room 7100)
Director, Office of Economic Development, DEE (Room 7136) 
Community Planning and Development Audit Liaison Officer 

(Room 7204)
General Counsel, C (Room 10214)
Associate General Counsel, Assisted Housing and Community 

Development, CD (Room 8162)
Director, Office of Budget, AB (Room 3270)
Director, Office of Management and Planning, AM, Washington 

Office Center, Suite 310, 40l Third Street, SW, Washington, 
DC, 20024

Acquisitions Librarian, Library, AS (Room 8141)
Chief Financial Officer, F (Room 10166)
Deputy Chief Financial Officer for Operations, FO (Room 10166) 
Assistant Director-in-Charge, U.S. General Accounting Office, 

820 First Street, N.E. Union Plaza Building 2, Suite 150, 
Washington, DC, 20002,

Assistant to the Secretary for Field Management, SC (Room 7106) 
Chairman; Ranking Minority Member and Staff Directors of the 
Following Congressional Oversight Committees:

Senate Banking, Housing and Urban Affairs Subcommittees on 
Housing Opportunity and Community Development, and 
HUD Oversight and Structure 

Senate Appropriations Subcommittee on 
Veterans Affairs, HUD and Independent Agencies 

Senate .Committee on Government Affairs 
House Banking and Financial Services Subcommittee on 

Housing and Community Opportunity 
House Appropriations Subcommittee on 
. Veterans Affairs, HUD, and Independent Agencies
House Government Reform and oversight Subcommittee on

Human Resources and Intergovernmental Relations


