ARC TRANSITION BRIEFING BOOK

Examples of Recent ARC Projects

Goal I: Increase jobs and per capitaincome.

Frostburg State University Wind and Solar Energy (WISE) Certified Education
Program (Maryland). This grant provided $45,816 in 2008 to fund training in the
installation and maintenance of wind generation and photovoltaic equipment. Each
course includes workshop instruction and hands-on laboratory time in the college’s Wind
and Solar Energy System. On completion of the course, students will be prepared to take
the certification test offered by the North American Board of Certified Energy
Practitioners. This program will expand opportunities for local contractors and
entrepreneurs.

Langdale Mill Assessment and Redevelopment Study (Alabama). ARC assisted with
a development grant of $50,000 in 2005 to fund engineering analysis and redevelopment
planning for an abandoned 500,000-square-foot textile mill located on the Chattahoochee
River. A community-based design process had outlined reuse potentials, but additional
work was needed to determine usable parts of the complex and to confirm viable end
uses. Consultants were hired to assess the condition of the infrastructure and assess
options for adaptive reuse of the entire site.

Goal 2: Strengthen the capacity to compete in the global economy.

Enhanced Workforce Training in Mississippi. In 2008, ARC partnered with the
Mississippi Department of Education on a $2.5 million project to upgrade vocational
education equipment in high schools in each of the state’s 12 economically distressed
Appalachian counties. ARC invested $2 million and the State of Mississippi invested a
total of $500,000 to complete the project. The project will serve two purposes: First, it
will prepare students to enter the workforce with marketable skills in high-growth, high-
demand areas such as welding and automotive manufacturing. Second, it will encourage
high-risk students to complete high school by providing learning activities more likely to
engage their interest and result in student success.

Magoffin County Health Department Building (Kentucky). The Magoffin County
Health Department provides basic health care services for 4,000 people in an area of
Kentucky with extreme poverty and high rates of disability and chronic disease. With no
hospital in the county and a shortage of medical providers, the health department plays a
critical role. But its 47-year-old building was insufficient to meet the needs of the
community and the requirements of the Health Insurance Portability and Accountability
Act of 1996, so in 2008 ARC, along with the Community Development Block Grant
Program and Rural Development, partnered to build a new 14,000-square-foot facility.
The facility will provide enhanced services to the existing 1,000 patients and enable the
health department to accommodate an additional 1,000 patients.

Adams County Hospital Digital Radiographic/Fluoroscopy Equipment (Ohio). In
2006, ARC participated in a telemedicine program in rural Adams County, Ohio. A
$215,000 grant, combined with $220,750 from the grantee, was used to purchase
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equipment for the screening and treatment of 400 community residents, 300 more than
the prior year. Sick or injured patients often required referral to larger facilities located
many miles outside the county for treatment or screening. This program enabled the
community hospital to provide immediate treatment and to administer screening
examinations onsite.

Goal 3: Develop and improve Appalachia’s infrastructure.

e Albertville Airport Industrial Infrastructure (Alabama). In 2007, ARC provided
$300,000 to the city of Albertville, Alabama, to assist in a $2.5 million project with the
Economic Development Administration to provide water and sewer services to the
Albertville Municipal Airport. The city’s water system was inadequate to provide fire
protection, and the sewer system included failing septic tanks. Two local companies that
employed 40 people were in jeopardy of closing without resolution of the water and
sewer constraints. In addition, plans for the location of a new company that provides
design, modification, and maintenance services for military helicopters could not move
forward until water and sewer upgrades were made. The location of this company will
leverage $20 million in private investment and create 460 high paying jobs in the area.

e Whitesburg Wastewater Treatment Plant and Sewer Extension (Kentucky). In 2007,
ARC partnered with the Environmental Protection Agency, the Community Development
Block Grant Program, and Rural Development on a $6.4 million project to replace an
aging wastewater treatment facility and to extend service to an area whose residents were
straight-piping raw sewage into the river. Located in economically distressed Letcher
County, Kentucky, Whitesburg lacked the resources to rehabilitate its sewage treatment
system, which was functioning under a state consent order. ARC contributed $500,000 in
2007 to complete Phase | of what would eventually be a regional system providing
improved service to 472 households and new service to another 58. A total of 211
commercial customers were also served.

e Danese Public Service District Water Extension (West Virginia). In 2007, ARC
partnered with Rural Development to extend new water service to 207 homes and 15
businesses in economically distressed Fayette County, West Virginia. An additional 297
existing customers were provided improved service as a result of the project. The area’s
geographic conditions and mining impacts made it difficult to rely on onsite water
systems for clean drinking water; residents were forced to use streams or haul water to
meet daily needs. The community worked with Rural Development, receiving both a
grant and a loan, but needed funds from ARC to fill the funding gap. ARC invested $1.5
million in the $4.2 million project, which positioned the county for future
interconnections to regional water systems.

Goal 4: Complete the Appalachian Development Highway System.

Projects for construction of the ADHS are conducted like other federally funded highway
projects, and range from right-of-way acquisition, to engineering and design, to construction.
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ARC 2008 Performance and Accountability Report
Message from the Co-Chairs

We are pleased to present the Appalachian Regional Commission’s (ARC) Performance and
Accountability Report for fiscal year (FY) 2008.

The Commission approved $66.8 million in funding for 431 nonhighway projects during this
fiscal year. Each of the projects advanced one or more of the four goals of ARC’s 2005-2010
strategic plan: 1) increasing job opportunities and per capita income in the Appalachian Region
to reach parity with the nation; 2) strengthening the capacity of the people of Appalachia to
compete in the global economy; 3) developing and improving Appalachia’s infrastructure to
make the Region economically competitive; and 4) building the Appalachian Development
Highway System to reduce Appalachia’s isolation.

ARC’s FY 2008 grant funds attracted an additional $163.9 million in other project funding, an
investment ratio of over 2 to 1, and $919.1 ‘million in leveraged private investment, a ratio of
almost 14 to 1. The projects funded during the year will create or retain an estimated 35,292 jobs
and train an estimated 20,432 students and workers in new job skills.

To bolster the Region’s physical infrastructure, the Commission invested $27.6 million in FY
2008 in 116 projects to bring new or upgraded water and sewer systems and other vital
infrastructure to Appalachian communities. This investment was matched by $107.2 million in
other funding, primarily state-and local, and leveraged $780.9 million in non-project private
investment. The projects resulted in 21,538 households and 2,241 businesses being served by
new or improved water or sewer systems. Infrastructure projects are some of the primary
generators of new jobs in the Region.

In addition, ARC invested $6.9 million in 40 telecommunications and technology projects in
Appalachia during the year. Activities included support of distance-learning and telemedicine
applications, along with promotion of broadband access through training workshops and rural
deployment projects.

The Commission continued its emphasis on asset-based economic development in FY 2008,
helping communities identify and leverage natural, cultural, structural, and leadership assets to
create jobs while preserving the communities’ character. During the fiscal year ARC held an
unprecedented number of grant competitions in support of such development.

In July, the Commission selected nine projects for funding through a grant competition intended
to help communities revitalize their economies by leveraging renewable-energy and energy-
efficiency resources. This funding, totaling $546,000, is in addition to the $605,000 provided to
12 projects through a similar grant competition in FY 2007, for a total of almost $1.2 million in
energy-related grants. The projects funded will help advance the production and use of
renewable-energy products, such as biofuels, biomass, and solar or wind energy; expand the
start-up of “clean energy” businesses; and promote the use of energy-efficient buildings. The
grant competition was augmented by a series of ARC-sponsored workshops held in Virginia and
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North Carolina in FY 2008 to help local leaders make informed decisions about the viability of
wind-energy production in their communities.

In continued partnership with the National Endowment for the Arts (NEA), ARC held the second
round of a grant competition to promote natural and cultural heritage tourism development in
Appalachia’s gateway communities (towns that border national and state parks and forests) to
attract new visitors and help create jobs. The competition was part of the Appalachian Gateway
Initiative, aimed at helping communities balance the need for economic growth with the desire to
protect natural ecosystems, landscapes, and cultural heritage. ARC contributed $100,000, and the
NEA contributed $30,000, to fund the nine selected projects in the Region.

ARC also developed the Gems of Appalachia grant competition this fiscal year, in partnership
with the states of Tennessee and North Carolina, to help increase tourism in communities that are
entry points to two of Appalachia’s most important natural assets: the Great Smoky Mountains
National Park and the Cherokee National Forest: Seven grants totaling $259,000 were awarded
through the competition in September 2008.

Complementing the tourism grant competitions was the March release of the new Appalachian
Driving Tours Map, created in partnership with the National Geographic Society. The map,
distributed in the April issue of National Geographic Traveler magazine as well as to target
audiences in the Region, features 28 Appalachian driving. trails including a broad array of
historical, archaeological, cultural, and  scenic sites.. A companion Web site,
www.visitappalachia.com, offers downloadable maps of the driving tours and other features to
help travelers plan driving vacations in Appalachia.

Significant progress continues to be made on the Appalachian Development Highway System
(ADHS): In FY 2008, 35.5 additional miles of the ADHS were opened to traffic, strengthening
Appalachia’s-commercial links to the rest of the nation. As of September 30, 2,672 miles of the
3,090-mile system were complete or under construction.

In June, ARC released a study—conducted jointly by Cambridge Systematics, Economic
Development Research Group, and HDR Decision Economics—showing that completion of the
ADHS by 2020 would generate 80,500 jobs in the Region by 2035, and $3.2 billion annually in
increased wages for Appalachian workers. Savings in travel time, fuel and nonfuel operating
costs, and increased safety would reach $1.6 billion annually by 2020. Completion of the ADHS
would result in significant benefits from the national perspective as well; for the United States as
a whole, the estimated total economic benefit impact of completing the system is 3.1 times the
estimated cost.

ARC also continued its efforts this fiscal year to prepare the Region’s workers to meet the
challenges of today’s global economy by supporting projects in early childhood education, K-12
math and science instruction, and workforce training, as well as efforts to increase college-going
rates.

In July, ARC launched a major workforce initiative with a $2 million grant to the Mississippi
Department of Education to upgrade and update the vocational-training programs in its distressed
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counties. And to foster a healthy workforce in Appalachia, the Commission announced a
$250,000 grant competition in August to help communities improve their intervention and
service programs addressing the issues of illegal drugs and prescription drug abuse. Grant
recipients will be announced in the late fall of 2008.

This summer ARC held its 19th Summer Math-Science-Technology Institute at the U.S.
Department of Energy’s Oak Ridge National Laboratory. The institute was attended by 43
students and 19 teachers from 12 Appalachian states, providing them the opportunity to engage
in research under the mentorship of world-renowned scientists. A total of 317 students and 145
teachers have graduated from the summer institute since 2000.

The Commission also funded a new Appalachian Higher Education Network center, in
Mississippi, to increase the college-going rate in the Region. Serving nearly 10,000 high school
seniors in seven states in FY 2008, the network’s programs have reached over 35,000 high
school students since 1998.

This fiscal year, in its ongoing efforts to improve rural health care in Appalachia, the
Commission continued to expand its partnership with the Centers for Disease Control and
Prevention on a diabetes education, prevention, and treatment program, which serves 59
economically distressed Appalachian counties. ARC also partnered with the Claude Worthington
Benedum Foundation and the State of West Virginia to provided $500,000 in funding to
Marshall University to help promote oral health for West Virginia schoolchildren. In addition,
the Commission placed 11 health-care professionals in-Health Professional Shortage Areas in the
Region through J-1 Visa Walivers.

We are pleased to note that in FY 2008, Congress completed work on legislation reauthorizing
the Commission for the next five years, through FY 2012. The legislation renews ARC’s existing
authorities and-establishes'a new economic and energy development initiative to focus on the
creation .of energy-related job opportunities as outlined in ARC’s 2006 energy “blueprint,”
Energizing Appalachia: A Regional Blueprint for Economic and Energy Development. The
legislation also requires the designation of economically “at-risk” counties in the Appalachian
Region and permits ARC to fund up to 70 percent of the cost of projects in those counties. In
addition, the bill stipulates that earmarks come out of the Appalachian states’ funding
allocations, and It adds ten counties to the Region. On September 29, the legislation was
presented to the president for approval.

This report includes information on ARC’s program actions and financial management during
FY 2008. In FY 2007, a new OMB directive regarding parent agency/child agency reporting took
effect, requiring ARC to report on financial activity related to funds allocated by ARC to other
agencies and necessitating a change in the financial reporting format ARC had used in prior
years.

ARC has made every effort to provide a complete and accurate report of its performance and

stewardship of the public funds entrusted to it. This report is based on data that is as reliable and
as comprehensive as possible. Congress and the American people can also be assured that the

NOVEMBER 2008 2008 PERFORMANCE AND ACCOUNTABILITY REPORT TRANSMITTAL LETTER ¢ 3



X THIS DOCUMENT WAS PRODUCED BY AN OUTSIDE PARTY AND SUBMITTED
W7 OBAMA-BIDEN TRANSITION PROJECT TO THE OBAMA-BIDEN TRANSITION PROJECT.

financial controls in place at the Commission reasonably meet the purposes of the Federal
Managers’ Financial Integrity Act of 1982.

The achievements reported here contribute significantly toward ARC’s mission of helping the
Region attain socioeconomic parity with the nation.

Sincerely,
Anne B. Pope Haley Barbour
Federal Co-Chair 2008 States’ Co-Chair

Governor of Mississippi
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ARC Research

Research under way in FY 2008 includes:

e An analysis of oral health disparities and access to services in the Appalachian Region.

e Energy training and management planning for water and wastewater treatment facilities.

e An analysis of ARC’s tourism and asset-based economic development projects.

e An analysis of policy incentives for adoption of energy-efficiency measures, and potential
gains from those incentives.

e An analysis of wind and solar industrial supply-chain opportunities in the Appalachian
Region.

e An assessment of alternative measures for determining economically distressed counties and
areas in the Appalachian Region.

Selected recently completed research includes:

e Evaluation of the Appalachian Regional Commission’s Infrastructure and Public Works
Program Projects, which examined a sample of 104 ARC infrastructure projects funded
between 1998 and 2004. Key findings were as follows: The sampled projects, which received
$29.4 million in ARC funding, have produced 17,795 direct new jobs, with an estimated
additional 25,341 new jobs created by the indirect effects of the ARC project, and 9,580 jobs
retained. ARC funds have created an average of one new direct job for every $1,652 of ARC
investment. On average, industrial parks produced 1,086 jobs per project; commercial water
and sewer improvements created 304 jobs per project; business incubators yielded 271 jobs
per project; telecommunications created 230 jobs per project, and access roads led to 212
new jobs per project.

e Evaluation of ARC’s Entrepreneurship Initiative from 1997 to 2005, which analyzed the
impact of the Commission’s Entrepreneurship Initiative. The study found that the initiative
led to the creation of at least 9,156 jobs, the retention of a further 3,022 jobs, the formation of
1,787 new businesses, and the provision of services to 8,242 businesses. The cost per job
created was $4,693, which compares favorably with other economic development efforts.
ARC investments were made in 340 unique projects across the Region at an average
investment per state of $3.3 million and a per capita investment of $1.82. The total ARC
investment has leveraged an additional $72.8 million in private investment for those projects
that have been closed, a figure that is projected to rise to $109.9 million when all projects in
the portfolio have been completed.

e Economic Impact Study of Completing the Appalachian Development Highway System. The
study found that the Appalachian Region will gain an estimated $2.1 billion annually in
value-added activity by 2035, due to induced economic development from market
accessibility gains. Reduced business-related travel time and costs made possible by market
accessibility gains will directly and indirectly increase regional output and employment in the
Appalachian economy. These regional impacts will gradually increase over time, and by
2035 will generate an estimated 80,500 jobs and $3.2 billion in increased wages for the
Region’s workers, as well as a total of $5.0 billion in increased value-added.
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County Economic Status Designations in the
Appalachian Region, Fiscal Year 2009

Distressed Counties
e Alabama (2) - Hale and Macon
e Kentucky (38) - Bath, Bell, Breathitt, Carter, Casey, Clay, Clinton, Cumberland, Elliott,
Estill, Floyd, Harlan, Hart, Jackson, Johnson, Knott, Knox, Lawrence, Lee, Leslie,
Letcher, Lewis, Lincoln, Magoffin, Martin, McCreary, Menifee, Monroe, Morgan,

Owsley, Perry, Powell, Robertson, Rockcastle, Russell, Wayne, Whitley, and Wolfe

e Mississippi (12) - Benton, Chickasaw, Choctaw, Clay, Kemper, Marshall, Montgomery,
Noxubee, Panola, Webster, Winston, and Yalobusha

e Ohio (6) - Athens, Meigs, Monroe, Morgan, Pike, and Vinton

e Pennsylvania (1) - Forest

e Tennessee (8) - Clay, Cocke, Fentress, Grundy, Hancock, Johnson, Pickett, and Scott
e Virginia (1) Dickenson

e West Virginia (13) - Barbour, Braxton, Calhoun, Clay, Lincoln, Mason, McDowell,
Mingo, Roane, Summers, Webster, Wirt, and Wyoming

At-Risk Counties
e Alabama (4) - Bibb, Lamar, Pickens, and Randolph
e Georgia (1) - Elbert

e Kentucky (10) - Adair, Edmonson, Fleming, Green, Laurel, Metcalfe, Nicholas, Pike,
Pulaski, and Rowan

e Mississippi (8) - Alcorn, Calhoun, Lowndes, Monroe, Oktibbeha, Prentiss, Tippah, and
Tishomingo

e New York (1) - Allegany

e North Carolina (6) - Cherokee, Graham, Mitchell, Rutherford, Swain, and Yancey

e Ohio (9) - Adams, Gallia, Guernsey, Jackson, Jefferson, Lawrence, Noble, Perry, and
Scioto
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e Pennsylvania (2) - Fayette and Greene

e South Carolina (1) - Cherokee

e Tennessee (16) - Bledsoe, Campbell, Carter, Claiborne, Grainger, Jackson, Lawrence,
Lewis, Meigs, Morgan, Overton, Rhea, Union, Van Buren, Warren, and White

e Virginia (6) - Buchanan, Lee, Patrick, Russell, Scott, and Wise

e West Virginia (17) - Boone, Doddridge, Fayette, Gilmer, Greenbrier, Lewis, Logan,
Mercer, Nicholas, Pocahontas, Ritchie, Taylor, Tucker, Tyler, Upshur, Wayne, and
Wetzel

Transitional Counties

e Alabama (28) - Blount, Calhoun, Chambers, Cherokee, Chilton, Clay, Cleburne, Colbert,
Coosa, Cullman, DeKalb, Etowah, Fayette, Franklin, Jackson, Jefferson, Lauderdale,
Lawrence, Limestone, Marion, Marshall, Morgan, St. Clair, Talladega, Tallapoosa,
Tuscaloosa, Walker, and Winston

e Georgia (29) - Banks, Barrow, Bartow, Carroll, Catoosa, Chattooga, Dade, Fannin,
Floyd, Franklin, Gilmer, Gordon, Habersham, Hall, Haralson, Hart, Heard, Jackson,
Lumpkin, Madison, Murray, Polk, Rabun, Stephens, Towns, Union, Walker, White, and
Whitfield

e Kentucky (6) - Boyd, Clark, Garrard, Greenup, Madison, and Montgomery

e Maryland (2) - Allegany and Garrett

e Mississippi (4) - Itawamba, Lee, Pontotoc, and Union

e New York (13) - Broome, Cattaraugus, Chautaugua, Chemung, Chenango, Cortland,
Delaware, Otsego, Schoharie, Schuyler, Steuben, Tioga, and Tompkins

e North Carolina (19) - Alexander, Alleghany, Ashe, Avery, Buncombe, Burke, Caldwell,
Clay, Haywood, Jackson, Macon, Madison, McDowell, Stokes, Surry, Transylvania,
Watauga, Wilkes, and Yadkin

e Ohio (16) - Ashtabula, Belmont, Brown, Carroll, Columbiana, Coshocton, Harrison,
Highland, Hocking, Holmes, Mahoning, Muskingum, Ross, Trumbull, Tuscarawas, and
Washington

e Pennsylvania (44) - Armstrong, Beaver, Bedford, Blair, Bradford, Cambria, Cameron,
Carbon, Centre, Clarion, Clearfield, Clinton, Columbia, Crawford, Erie, Fulton,
Huntingdon, Indiana, Jefferson, Juniata, Lackawanna, Lawrence, Luzerne, Lycoming,

2 ¢ COUNTY ECONOMIC STATUS DESIGNATIONS NOVEMBER 2008



X ez o THIS DOCUMENT WAS PRODUCED BY AN OUTSIDE PARTY AND SUBMITTED
Wo¥s OBAMA-BIDEN TRANSITION PROJECT 10 THE BEAMA-BIBEN TRANSITION PROJEET:

McKean, Mercer, Mifflin, Monroe, Northumberland, Pike, Potter, Schuylkill, Snyder,
Somerset, Sullivan, Susquehanna, Tioga, Union, Venango, Warren, Washington, Wayne,
Westmoreland, and Wyoming

e South Carolina (5) - Anderson, Greenville, Oconee, Pickens, and Spartanburg

e Tennessee (27) - Anderson, Blount, Bradley, Cannon, Coffee, Cumberland, DeKalb,
Franklin, Greene, Hamblen, Hamilton, Hawkins, Jefferson, Loudon, Macon, Marion,
McMinn, Monroe, Polk, Putnam, Roane, Sequatchie, Sevier, Smith, Sullivan, Unicoi, and
Washington

e Virginia (16) - Alleghany, Bland, Carroll, Craig, Floyd, Giles, Grayson, Henry, Highland,
Montgomery, Pulaski, Rockbridge, Smyth, Tazewell, Washington, and Wythe

e West Virginia (23) - Berkeley, Brooke, Cabell, Grant, Hampshire, Hancock, Hardy,
Harrison, Jackson, Kanawha, Marion, Marshall, Mineral, Monongalia, Monroe, Morgan,
Ohio, Pendleton, Pleasants, Preston, Raleigh, Randolph, and Wood
Competitive Counties
e Alabama (1) - ElImore
e Georgia (4) - Dawson, Douglas, Paulding, and Pickens

e Maryland (1) - Washington

e North Carolina (4) - Davie, Forsyth, Henderson, and Polk

e Ohio (1) - Clermont
e Pennsylvania (5) - Allegheny, Butler, Elk, Montour, and Perry
e Tennessee (1) - Knox

e West Virginia (2) - Jefferson and Putnam

Attainment Counties
e Alabama (2) - Madison and Shelby
e Georgia (3) - Cherokee, Forsyth, and Gwinnett

e Virginia (2) - Bath and Botetourt
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