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MESSAGE FROM THE CO-CHAIRS

Message from Federal Co-Chair Gayle C. Manchin
and 2023 States’ Co-Chair Governor Andy Beshear

We are pleased to present the Appalachian Regional Commission Performance and
Accountability Report for Fiscal Year 2023.

For FY 2023, the Commission approved $322.9 million in funding for 701 projects that advance
one or more of the five goals of ARC's 2022-2026 strategic plan:

1) strengthen and diversify the Region’s economy through inclusive economic development
strategies and investments in entrepreneurship and business development;

2) expand and strengthen community systems (education, healthcare, housing, childcare,
and others) that help Appalachians obtain a job, stay on the job, and advance along a
financially sustaining career pathway;

3) ensure that the residents and businesses of Appalachia have access to reliable, affordable,
resilient, and energy-efficient utilities and infrastructure to successfully live and work in the
Region;

4) strengthen Appalachia’'s community and economic development potential by preserving
and investing in the Region’s local cultural heritage and natural assets; and

5) invest in the capacity of local leaders, organizations, and commmunities to address local
challenges by providing technical assistance and support to access resources, engage
partners, identify strategies and tactics, and conduct effective planning and project
execution.

ARC's FY 2023 grant funds attracted an additional $406.6 million in other project funding, an
investment ratio of 1.3 to 1, and $3.13 billion in non-project leveraged private investment, a ratio
of 10 to 1. The projects funded during FY 2023 will create or retain an estimated 50,189 jobs and
provide new skills training to an estimated 46,990 students and workers.

In working toward its strategic goals in FY 2023, the Commission continued to foster entrepreneurship activities with a
particular focus on emerging opportunities: diversifying the Region’s economy; supporting advanced manufacturing and
workforce development initiatives to strengthen the Region’s competitiveness in the global economy, including re-entry
into the workforce of individuals with substance use disorder; and bolstering infrastructure needed to spur development in
economically distressed counties, including broadband and basic infrastructure such as water and wastewater systems.

As a member of the White House Interagency Working Group on Coal and Power Plant Communities and Economic
Revitalization, the Commission strengthened its relationship with other federal agencies and deepened its focus on helping
communities that have been adversely affected by the decline in the coal industry. With additional funding provided through
the Bipartisan Infrastructure Law, the Commission not only increased investments through its Area Development Program, it
also began to fund projects in the new ARISE initiative to drive large-scale, regional economic transformation through muilti-
state collaborative projects across Appalachia and the READY Appalachia initiative to increase the capacity of local governments,
regional organizations, and commmunity foundations to serve as pillars for community and economic development.

This report includes information on the Commission’s programming actions and financial management during FY 2023. We
are pleased to report that ARC's independent auditor, Allmond & Company LLC, has pronounced an unmodified opinion that
the financial statements in this document fairly present the Commission’s fiscal status.

ARC has provided 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 reliable and comprehensive. Congress and the American people can also be assured that the
financial controls in place at the Commission 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 Appalachian Region attain
socioeconomic parity with the nation.

2 Y Danehin

Gaylg/L. Manchin
Federal Co-Chair
Appalachian Regional Commission 2023 States’ Co-Chair

Sincegely,

November 15, 2023
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PART I: MANAGEMENT'S DISCUSSION AND

ANALYSIS

FISCAL YEAR 2023 PROGRAM HIGHLIGHTS

In Fiscal Year (FY) 2023, the Appalachian Regional Commission'’s activities advanced the five goals of its 2022-2026
strategic plan: building Appalachian businesses, building Appalachia’s workforce ecosystem, building Appalachia’s
infrastructure, building regional cultural and tourism, and building commmunity leaders and capacity. The Appalachian
Regional Commission (ARC, the Commission) supported these goals through multiple grant programs; by providing
training, technical assistance, and leadership development; and through interagency efforts such as President Biden's
Interagency Working Group on Coal and Power Plant Communities and Economic Revitalization and the Justice40

Pilot Program. In FY 2023, ARC also continued to bolster cormmunity capacity building and collaboration across the
Appalachian Region (the Region) through its two initiatives made possible through funding from the Bipartisan
Infrastructure Law—Appalachian Regional Initiative for Stronger Economies (ARISE) and READY Appalachia. The following
sections highlight these and other ARC initiatives that advanced each of the Commission’s strategic investment priorities
in FY 2023.

ARISE

In FY 2023, ARC made available $73.5 million for the Appalachian Regional Initiative for Stronger Economies (ARISE)

to drive large-scale, regional economic transformation through multi-state collaborative projects across Appalachia.

In FY 2023, ARC awarded $50.4 million to 17 projects that expand broadband access, educate workers in emerging
sectors, bolster green manufacturing, and support workforce and business opportunities across 12 states. Using funding
provided by the Bipartisan Infrastructure Law, ARISE strengthens Appalachian businesses and industry, and grows

and supports the creation of new economic opportunities across multiple states in the Region. In addition to being

multistate collaborations, ARISE proposals must address at least one of ARC's five strategic investment priorities.

POWER Initiative

ARC continues to provide funding through the Partnerships for Opportunities and Workforce and Economic Revitalization
(POWER) Initiative, which helps diversify the economies of communities and regions affected by job losses in coal mining,
coal power plant operations, and coal-related supply chain and logistics industries due to the changing economics of
America's energy production. In FY 2023, ARC awarded nearly $56.0 million in 70 investments to help coal-impacted

communities in Appalachia diversify and grow their economies.

The awards funded a wide range of activities in the Region, targeted at building a competitive workforce, enhancing

access to broadband services, fostering entrepreneurial activities, and developing industry clusters in communities.
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INSPIRE Initiative

Because the nation’'s substance use crisis continues to disproportionately impact Appalachia’s workforce, ARC

is supporting efforts throughout the Region to save lives and strengthen communities. As such, ARC's INSPIRE
(INvestments Supporting Partnerships in Recovery Ecosystems) grant initiative addresses the substance use crisis by
creating or expanding a recovery ecosystem that will lead to workforce entry or re-entry of individuals in recovery from
substance use disorder (SUD). In FY 2023, ARC awarded $14.1 million in 44 investments to fund support services along
with workforce training and employment opportunities to help people with SUD achieve long-term recovery and enter
the workforce. These projects aim to be part of a recovery ecosystem—a series of connected interventions that leads to
employment for participants and ultimately serves to strengthen communities throughout the Region. Since April 2021,

ARC has invested $43.4 million in 130 projects that address Appalachia’s SUD crisis across 349 counties.

Community Capacity Building

ARC supports the development of community leaders and commmunity capacity to successfully plan, propose, and
implement projects and initiatives. In addition to funding grants that support community capacity, ARC conducts
outreach and technical assistance, and offers several programs that build leadership skills across age groups and

throughout the region.

READY Appalachia

READY Appalachia is a community capacity-building initiative that offers flexible funding to Appalachian nonprofit
organizations, commmunity foundations, local governments, and Local Development Districts (LDDs), and no-cost
cohort-based learning and hands-on training to the Appalachians who work for them. This initiative is part of
ARC's larger investment priority of building community leaders and local capacity to effect sustainable economic
development, and is supported by funding through the Bipartisan Infrastructure Law. Participants in each READY
Appalachia learning track access 10 weeks of cohort-based learning, skill development, and grant opportunities to

enhance their ability to solve pressing issues and create positive economic change.

The first track of the initiative, READY Nonprofits, launched in July 2022; ARC announced 75 nonprofit participants at

the end of August 2022. These organizations represent 52 counties across all 13 Appalachian states and cover a wide
variety of sectors. Seventy-four organizations successfully completed the training, and thus were eligible to apply for a
$25,000 organizational capacity grant from ARC with optional match commitment. Seventy-three of those organizations

submitted applications, and by the end of FY 2023, 59 projects had been approved for a total of $1.5 million.

The second targeted track, READY LDDs, launched in October 2022, with applications from ARC's Local Development
Districts, to be accepted on a rolling basis until all funds are expended. In FY 2023, ARC funded 41 READY LDD grants for

a total of $3.6 million.

In FY 2023, ARC also launched RFPs for contractors to support the third and fourth tracks, READY Local Governments
Training Program and READY Community Foundations Training Program, as well as the development of a long-term

capacity strategy for fiscal years 2025-2029.
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Across all learning tracks, ARC is focused on serving Appalachia’'s most underrepresented communities, including
economically distressed areas, counties targeted by the Interagency Working Group on Coal and Power Plant

Communities, and marginalized populations.

Academies and Institutes

ARC hosts several academies and institutes for students and adults in science, technology, engineering, and
mathematics (STEM) education; entrepreneurship development; applied research; and community leadership.
Through these experiential learning opportunities, participants build networks, hone skills, and cultivate an enduring

commitment to Appalachia’s future.

Programming includes the Appalachian STEM Academy, a two-week, hands-on learning program delivered through
Oak Ridge Associated Universities. In FY 2023, 95 middle school through high school students and 6 high school
teachers participated in the program. In FY 2023, 21 students completed the Appalachian Entrepreneurship Academy,

an experiential learning program to build high school students’ entrepreneurship skills.

ARC also supports the Appalachian Collegiate Research Initiative, an applied research program where participating
colleges and universities offer a directed seminar that guides students in developing and executing field-based
research projects specific to the needs of their surrounding communities and in alignment with one or more of the
ARC strategic goals. In FY 2023, 16 colleges and universities in 10 Appalachian states participated in the program. Finally,
the Appalachian Leadership Institute aims to equip a diverse network of leaders with the skills, expertise, and vision to
address Appalachia’s most pressing issues. Fellows participate in seven sessions that focus on economic development
and other challenges facing Appalachian communities. In FY 2023, 39 fellows graduated from the Appalachian

Leadership Institute.

Appalachian Regional Energy Hub Initiative

Included in the 2022 reauthorization of the Commission in the Infrastructure and Investment Jobs Act (I1JA), was a
provision establishing the Appalachian Regional Energy Hub Initiative which the Commission was directed to provide
$5 million a year for 5 years to carry out. Pursuant with that direction, in FY 2023 ARC contracted with the American
Institutes for Research (AIR) to provide stakeholder engagement and program design support for the new Appalachian
Regional Energy Hub Initiative. AIR completed their work which included a review of available research and over 50
interviews with subject matter experts in the natural gas and natural gas liquids sectors, regional collaboratives and

organizations working in this space, and ARC state and regional partners.

Interagency Partnerships
ARC continues to work in partnership with multiple federal agencies to better support communities across Appalachia.
Participation in working groups and partner networks increases not only the capacity of the Commission, but the

impact ARC's work has on the Region.

Interagency Working Group on Coal and Power Plant Communities and Economic
Revitalization

In FY 2023, ARC played an increasingly prominent role in national conversations about economic development,
particularly related to coal and coal-fired power plant communities. ARC continued work in President Biden's

Interagency Working Group (IWG) on Coal and Power Plant Communities and Economic Revitalization, a collaborative
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effort of multiple federal agencies to promote and support economic revitalization in commmunities impacted by coal-
specific job losses. The ARC Federal Co-Chair serves as the Chair of the Commmunity Engagement Subcommittee of
the IWG. ARC continues to collaborate with other agencies to deploy solutions and information to build community
capacity, including a July of 2023 multi-agency webinar focused on water, sewer and broadband infrastructure
programs in coal-impacted communities. In addition, ARC led the effort to create a Rapid Response Team for coal

communities in Eastern Kentucky, designed to help the communities better access federal resources.

U.S. Environmental Protection Agency
In November 2021, ARC announced a partnership with the U.S. Environmental Protection Agency on the Community
Capacity-Building Pilot Program to help local development districts (LDDs) and local elected officials strategically

deploy American Rescue Plan Act funds to reignite their regional economies.

The pilot program launched in January 2022 and served more than 650 participants representing 408 counties from all
13 Appalachian states and 90% of Appalachia’s LDDs. ARC and EPA agreed that the remainder of the funding from the
partnership for the Community Capacity-Building Pilot Program would be utilized to supplement ARC's READY LDDs

funding program.

Through a separate partnership with EPA, the Commission joined the Forest Service and the Northern Border Regional
Commission in 2022 in sponsoring 12 Appalachian communities to take part in the Recreation Economy for Rural
Communities (RERC) program, a planning assistance program for communities wishing to bolster their outdoor
recreation sector and connect it with other economic assets in their communities. The program features a 2-day
workshop, extensive support calls, and the creation of an action plan that includes potential sources of funding for

the actions. As of August 2023, all 12 Appalachian communities have had their workshops and are in various stages of

finalizing their actions plans. The workshops and technical assistance occurred throughout FY 2023.

Rural Partners Network

In April 2023, ARC was one of 16 federal agencies and regional commissions that joined the Rural Partners Network,
an alliance working directly with rural communities to expand prosperity through job creation, infrastructure
development, and community improvement. In FY 2023, ARC partnered with the U.S. Department of Agriculture
(USDA) and Kentucky Highlands Investment Corporation to host a forum in Appalachian Kentucky designed to build

collaboration, capacity, and relationships by connecting community networks with targeted federal and civic partners.

Equity

ARC continues its mission to bring Appalachia into socioeconomic parity with the nation by responding to Executive
Order 13985, “Advancing Racial Equity and Support for Underserved Communities through the Federal Government,”
and Executive Order 14008, “Tackling the Climate Crisis at Home and Abroad.” ARC is a participant in the Biden
Administration’s Justice40 Pilot Program, which directs agencies to address barriers that have prevented underserved
communities from participating fully in aspects of economic, social, and civic life. By law, ARC must direct at least half of
its grant funds to projects that benefit economically distressed counties and areas in the Region. However, the agency
routinely exceeds that requirement with 70 percent of appropriations invested in distressed counties or areas in FY
2023. ARC's collaborative nature and grassroots delivery system can help to provide small, rural communities with the

strategic technical assistance necessary to achieve economic transformation.
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Strategic Plan Virtual Event Series

Soon after the release of the new 2022-2026 strategic plan, ARC launched a virtual event series to highlight how ARC's
investments are transforming Appalachian communities in each of its 13 states. The series, titled the Appalachia
Envisioned Roadshow, showcases the voices and experiences of Appalachian commmunities leveraging ARC grant
funding to strengthen and fuel economic growth in the Region. The Roadshow events spotlight one of ARC's five

strategic investment priorities and feature governors, community members, and economic development partners.

Following the launch of three virtual Roadshow “stops” in FY 2022 (featuring three of ARC's five strategic investment
priorities: Building Workforce Ecosystems, Preserving and Promoting Appalachia’s Culture and Tourism, and Building
Appalachian Businesses), ARC facilitated the remaining two events that highlighted its remaining strategic priorities—
Building Appalachian Infrastructure and Building Leaders and Community Capacity. These virtual events featured case
studies and grantee success stories from each of ARC's 13 Appalachian states. They also featured engaging discussions
between ARC Federal Co-Chair Gayle Manchin, Secretary Pete Buttigieg of the U.S. Department of Transportation, and
governors Wes Moore of Maryland, Glenn Youngkin of Virginia, Mike DeWine of Ohio, and Andy Beshear of Kentucky.

Workforce Ecosystem

A ready and productive workforce is the backbone of economic development. ARC investments supported

educational opportunities and institutions, especially by connecting skill training with local and regional business
needs. Investments also supported workers overcoming challenges like substance use disorder. The goal is to create a
seamless system enabling Appalachians to succeed in existing industries, empower displaced workers to transition into
new opportunities, and equip all workers with the skills needed for jobs in emerging, high-growth sectors. Together,

ARC's workforce ecosystem investments in FY 2023 totaled $71.3 million across 173 projects.

Infrastructure Investment

In order to compete in the global economy, Appalachia must continue to develop and improve the infrastructure
necessary for economic development. In FY 2023, ARC continued to fund more, and larger, infrastructure grants. ARC
invested $185.4 million in 206 projects aimed at bolstering the Region’'s physical infrastructure. These investments—
creating and expanding local water and sewer systems; providing access to broadband; building and maintaining
access roads; and construction or rehabilitation of combined infrastructure—act as fundamental building blocks for
further economic development in Appalachian communities. ARC's FY 2023 infrastructure grant investments were
matched by $301.2 million in other public investments, leveraged $2.8 billion in non-project private investment, and served
49,259 households and 2,940 businesses. Telecommunications infrastructure is particularly critical to the reduction of
Appalachia’s isolation and the connection of its businesses and communities with information and markets around the
world. The COVID-19 pandemic magnified the importance of device access and broadband subscriptions, with recent

studies showing that over 19% of Appalachian households lack a broadband internet subscription.

Diversifying Local Economies

ARC recognizes that the Region’s economic future will require building and strengthening a variety of economic
sectors. As the Region diversifies its economy, ARC continues to invest in entrepreneurial ecosystems that support
locally owned businesses and help existing businesses grow and prosper. To succeed, these ventures need access

to capital and vital technical assistance. ARC's investments afford opportunities for coommunities and nonprofit
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organizations to pivot towards innovative programming that adapts to a new economy. In FY 2022, ARC funding
supported a wide variety of economic sectors and industries in an effort to strengthen local businesses and growth while
taking advantage of opportunities in emerging industries. Emerging industries include outdoor recreation; food and

agriculture; aviation/aerospace; advanced manufacturing; healthcare; and energy.

Outdoor recreation

In FY 2023, ARC invested over $14 million in 41 projects supporting the Region's entrepreneurs, artisans, and small-scale
manufacturers to meet the demands for products, services, and experiences of the growing outdoor recreation industry.
Appalachia’s forests, parks, water bodies, and mountains anchor the Region's outdoor recreation industry and attract
thousands of visitors to hike, bike, climb, paddle and explore. Connecting rural communities with trails and guiding
visitors into small towns boosts local tourism, increases tax revenues, and supports the hospitality industry and related
businesses. Investing in this industry supports growth for manufacturers of gear and equipment and providers of tours,
experiences, and lodging, while also building amenities that make the Region more attractive to outside investors and

catalyzing greater economic activity.

Food and agriculture

The development of local and regional food systems is increasingly recognized as a key lever for economic development
in Appalachia. In FY 2023, ARC invested $7.8 million in 22 food and agricultural projects in the Region. Given its proximity
to large urban markets and boasting more farmers per capita than the United States overall, the Appalachian Region

is well positioned to use local and regional food systems as an economic development tool. In April 2022, ARC released
the Agriculture and Local Food Economies in the Appalachian Region report, which highlights promising solutions

and innovative approaches for building more thriving and resilient food systems across the Region. The report also
characterizes current dynamics in the Region’'s farm and food economies, based primarily on analysis of the most recent
USDA Census of Agriculture (2017).

Aviation/aerospace

Appalachia has a burgeoning aerospace and aviation industry. ARC continued supporting workforce development and
training projects throughout the Region that are helping to meet the demand for avionics specialists, FAA-certified
aviation maintenance technicians, and other skilled workers. To spur further economic development, ARC invested $3.1
million in infrastructure and workforce development projects in FY 2023 to help expand existing airports and training to

support the workforce and economic needs of communities across the Region.

Advanced manufacturing
There is a growing demand in Appalachia for workers who are trained in advanced manufacturing techniques across

a number of industries, from automotive to petrochemical. In fact, The Appalachian Energy and Petrochemical

Renaissance, a recent report from the U.S. Department of Energy (DOE), found that, by 2025 petrochemical
manufacturing already in development in Appalachia is projected to attract between $16 billion and $20 billion in capital

investment, and directly or indirectly create more than 9,800 jobs.

Healthcare
As part of its focus on job creation and entrepreneurship, ARC is supporting the creation, growth, and access to capital
for businesses in the healthcare sector. Doing so expands residents’ access to care and diversifies the local economy.

ARC programs have also supported education and training programs to meet the growing demand for healthcare
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professionals in Appalachia, including infrastructure projects that provide access to healthcare services to communities
in the Region. In FY 2023, the J1 Visa Program approved 73 visa waiver requests, helping place physicians in Appalachian

communities experiencing shortages of healthcare workers.

Energy

Communities across Appalachia continue to develop sustainable clean energy solutions at a local and regional scale.
Encouraging investments in energy resources in Appalachia can increase job opportunities, strengthen energy indepen-
dence, boost business viability, and bolster long-term climate resilience. In FY 2023, ARC invested $27.2 million in 13 projects
that either directly or indirectly worked to develop energy efficiency improvements, strengthen the utility grid, increase

solar and wind energy production, and boost the green economy.

Appalachian Regional Commission Projects Approved in Fiscal Year 2023
(in thousands of dollars)

Other State

Number ARC Federal and Local Total
of Grants Funds Funds Funds Funds
Asset-Based Development 43 $15,817.4 $1,352.0 $12,154.2 $29,323.6
Business Development 86 66,911.7 8,103.2 60,997.0 136,011.9
Civic Entrepreneurship 102 7,511.3 77.5 1,416.8 9,005.7
Community Development 199 143,770.5 34,570.0 201,729.6 380,070.1
Education and Workforce Development 143 64,102.9 3,416.8 69,314.8 136,834.5
Health 15 6,070.1 1,000.0 5,765.5 12,835.6
Research and Evaluation 14 2,321.3 0.0 100.0 2,421.3
e e e i | emis| 0| eswi|  moms
Totals 701 $322,899.8 $48,589.6 $358,031.0 $729,520.3

Notes: Totals may not add because of rounding. Table includes access road projects funded through the Highway Trust Fund.

APPALACHIAN REGIONAL COMMISSION STRUCTURE AND
PROGRAMS

Congress established ARC to address the profound economic and social problems in the Appalachian Region that

made it a “region apart” from the rest of the nation. The Commmission was charged to

® Provide a forum for consideration of regional problems and proposed solutions, establish special advisory councils,
and hold public conferences;
® Provide grants that leverage federal, state, and private resources to build infrastructure for economic and human

resource development;
® GCenerate a diversified regional economy, develop the Region’s industry, and build entrepreneurial communities;

® Serve as a focal point and coordinating unit for Appalachian programs;

®* Make the Region's industrial and commercial resources more competitive in national and world markets;

FY 2023 PERFORMANCE AND ACCOUNTABILITY REPORT |9
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® Improve the skills of the Region’s workforce;

* Adapt new technologies for the use of the Region’s businesses, including eco-industrial development technologies;

® |Improve the access of the Region’s businesses to the technical and financial resources necessary for the
development of business; and

® Coordinate the economic development activities of, and the use of economic development resources by, federal

agencies in the Region.

The challenges confronting Appalachia today are complex. In some areas of the Region, basic needs persist in
infrastructure, the environment, workforce training, and healthcare. But because the nation and the Region now
compete in the global economy, the threshold for success is higher than it once was. The Region now needs high-
technology jobs rather than manual labor, college education rather than basic literacy, and telecommunications arteries

in addition to highways.

Federal agencies are typically national in focus and narrow in scope, but ARC was created to be regional in focus and
broad in scope. No other government agency is charged with the unique role of addressing Appalachian problems and
opportunities. No other agency is charged with being simultaneously an advocate for the Region, a knowledge builder,
an investor, a catalyst for economic development, and a partner at the federal, state, and local levels. These roles are

essential to making federal investments work to alleviate severe regional disparities in the country.

By law, the Commission directs at least half of its grant funds to projects that benefit economically distressed counties
and areas in the Region. In part, ARC gauges its long-term progress toward helping the Region achieve economic parity
with the nation in terms of the gradual reduction in the number of such counties and areas over time. The maps on
page 16 show the Region’s high-poverty counties in 1960 and current high-poverty counties. The change is dramatic.

(Also see page 51 for a chart showing the number of Appalachian counties by economic quartile in FY 2023))

ARC is a federal-state partnership, with a governing board composed of a federal co-chair and the governors of the 13
Appalachian states. Because of its partnership approach, ARC is able to identify and help fund innovative grassroots
initiatives that might otherwise languish. In many cases, the Commission functions as a pre-development agency,
providing modest initial funding that is unavailable from other sources. ARC funds attract capital from the private sector

and from other public entities.

Through the years, ARC support has helped address the problem of historically low public and private investment in
Appalachia. ARC has effectively used its funds to help commmunities qualify for, and make better use of, limited resources
from other federal agencies. These federal funds, combined with state, local, and private money, provide a broad
program of assistance to the Region. In addition, substantial private investment in business facilities and operations has

accompanied ARC development projects.

Three studies have found that ARC’s coordinated investment strategy has paid off for the Region in ways that have not
been evident in parts of the country without a regional development approach. A 1995 study funded by the National
Science Foundation compared changes in Appalachian counties with their socioeconomic “twin” counties outside

the Region over 26 years, from 1965 to 1991. This analysis, controlled for factors such as urbanization and industrial

diversification, found that the economies of the Appalachian counties grew significantly faster than those of their
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non-Appalachian counterparts. A later report by Economic Development Research Group extended this analysis to
2000 and confirmed the earlier findings on the impact of ARC's investments. The study found that, on average, the gap
between Appalachian counties and their non-Appalachian twin counties grew significantly in the 1990s. In 2005, ARC
commissioned a report that analyzed 50 years of socioeconomic trends in Appalachia and summarized the economic
impacts accruing to the Region through ARC's non-highway investments. The report also includes results from a
rigorous quasi-experimental research method indicating that counties that received ARC investments increased per

capita income and added employment at a faster rate than similar counties that did not receive ARC investments.

Organization: The ARC Partnership Model

The Appalachian Regional Commmission has 14 members: the governors of the 13 Appalachian states and a federal co-
chair, who is appointed by the president of the United States and confirmed by the Senate. Each year, one governor is
elected by his or her peers to serve as the states’ co-chair. The partnership nature of ARC is evident in its policymaking.
The governors and the federal co-chair share responsibility for determining all policies and for the control of funds.

On all Commission decisions, the federal co-chair has one vote, and the 13 governors share one vote. Accordingly, all
program strategies, allocations, and other policies must be approved by both a majority of the governors and the
federal co-chair. All projects are approved by a governor and by the federal co-chair. This consensus model ensures
close collaboration between the federal and state partners in carrying out the mission of the agency. It also gives the

Commission a nonfederal character that distinguishes it from typical federal executive agencies and departments.

APPALACHIAN REGIONAL COMMISSION ORGANIZATION

THE COMMISSION

FEDERAL CO-CHAIR GOVERNORS/ALTERNATES

COMMISSION STAFF

INSPECTOR GENERAL EXECUTIVE DIRECTOR

BUSINESS & WORKFORCE
COMMUNICATIONS INVESTMENT
FINANCE & ADMINISTRATION CRITICAL INFRASTRUCTURE

GENERAL COUNSEL RESEARCH & EVALUATION

HUMAN RESOURCES

INFORMATION TECHNOLOGY
(IT)
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State alternates appointed by the governors oversee state ARC business and serve as state-level points of contact for
those seeking ARC assistance. An alternate federal co-chair appointed by the president has authority to act as the
federal co-chair in his or her absence. By law, there is an inspector general for the Commission. The inspector general is
under the general supervision of the Commmission and has a dual and independent reporting relationship to both the

Commission and Congress.
In FY 2023, there were 11 federal positions at the Commission.

The Commission members appoint an executive director to serve as the chief executive, administrative, and fiscal
officer. The executive director and staff are not federal employees. The Commission has 75 nonfederal positions.
Commission staff are charged with serving both the federal and the state members impartially in carrying out ARC
programs and activities, and they provide the legal support, technical program management, planning and research,

and financial/administrative management necessary for ARC'’s programs.

Public and Private Partnerships

ARC promotes economic and community development through a framework of joint federal and state initiatives. ARC's
limited resources are necessary, but obviously not sufficient, for Appalachia to reach parity with the rest of the nation.
Therefore, ARC uses a combination of its grassroots delivery system and Region-wide partnerships to extend the reach of
other federal programs. ARC is often a pre-development resource, especially in economically distressed areas, providing
modest amounts of initial funding that are unavailable from other sources because the community cannot qualify for
the support or raise adequate matching funds. The Commission may also allow other federal agencies to use ARC funds
under their statutory authorities when their own funds are insufficient for projects; in effect, ARC can provide sufficient
match for federal grants on behalf of the poorest Appalachian communities. ARC works to attract a variety of partners

and to secure additional resources for Appalachia. Recent partnerships include the following.

Federal and State Basic Agencies. In the past, ARC construction grants were mainly administered under agreements
with federal agencies, such as the USDA Rural Development, the U.S. Department of Housing and Urban Development,
the Federal Highway Administration, and the U.S. Economic Development Administration. Other agreements have
involved such agencies as the U.S. Army Corps of Engineers, the U.S. Environmental Protection Agency, the U.S. Forest

Service, and the U.S. departments of Energy, Labor, and Health and Human Services.

Since 2010, ARC has also developed agreements with 16 agencies across all 13 states to administer construction-

related projects. These partners include the Alabama Department of Economic and Community Affairs, the Kentucky
Department of Local Government, the New York State Department of Economic Development, the Ohio Department

of Development, the Pennsylvania Department of Community and Economic Development, and the West Virginia
Department of Economic Development. These Registered State Basic Agencies (RSBAs) now administer more than 80%

of ARC's construction-related projects. This percentage is expected to continue to rise in the foreseeable future.

Appalachian Cross Connect. Appalachian Cross Connect is a group of state broadband directors from all 13
Appalachian states that convene to discuss issues related to broadband. The group shares lessons learned, provides
feedback on ARC's broadband priorities and policies, and identifies potential opportunities to collaborate across state

borders.
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Shaping Our Appalachian Region (SOAR). SOAR is a Kentucky state initiative established to help eastern Kentucky
create local development strategies to address persistent challenges and realize new opportunities. With support from
ARC, SOAR will continue its mission to expand job creation; enhance regional opportunity, innovation, and identity;
improve quality of life; and support all those working to achieve these goals in Appalachian Kentucky. In Fiscal Year
2023, ARC provided POWER funds for SOAR to develop a technology-focused entrepreneurial ecosystem in Eastern
Kentucky. The project develops an accelerator to speed up company launch and growth through critical resources like
coaching and capital matchmaking. While non-students will benefit, the primary beneficiaries include students from

the region’s colleges and universities.

Appalachian Community Capital (ACC). To address the gap in available business funding, particularly in economically
distressed communities, ARC made the lead investment of $3.45 million in equity and operating support for the fund.
Regional lending partners raised an additional $12 million in debt and equity from Bank of America, Deutsche Bank, the
Calvert Foundation, and the Ford Foundation. Additional supporters include the Mary Reynolds Babcock Foundation,
the Claude Worthington Benedum Foundation, the Annie Casey Foundation, and BB&T Bank. Since the inception of its
lending program in 2015 through June 2022, ACC has deployed over $22.2 million in financing to member community
development financial institutions (CDFIs). In turn, the CDFIs have financed 107 small business loans that have created
or retained more than 2,000 jobs in rural Appalachia. Fifty percent of loans were disbursed to minority- and/or women-

owned businesses.

Recreation Economies for Rural Communities (RERC). In 2022, ARC partnered with the Environmental Protection
Agency (EPA) on the RERC program, a planning assistance program that helps commmunities identify strategies to
grow their outdoor recreation economy and revitalize their main streets. ARC joins the Northern Border Regional
Commission and USDA's Forest Service as federal partners to the EPA for this program. The nationwide program had
25 total participating communities for 2022. ARC's financial participation created the space that allowed 12 Appalachian
communities to participate in the program. As of August 2023, all 12 Appalachian communities have had their
workshops and are in various stages of finalizing their action plans. The workshops and technical assistance occurred
throughout FY 2023.

Community Capacity-Building Pilot Program. ARC, in partnership with the EPA, launched the Community Capacity-
Building Pilot Program in January 2022. The American Rescue Plan Act (ARPA) Coronavirus State and Local Fiscal
Recovery Fund (SLFRF), announced in March 2021, made $5.3 billion available for Appalachian communities, presenting
an opportunity to spark transformative economic change throughout the Region. The purpose was to help local
government officials, key staff, and local development districts (LDDs) leverage the ARPA SLFRF for projects that would
have long-lasting economic impacts. The effort served more than 650 participants who represented 408 counties from
all 13 Appalachian states and 90% of Appalachia’s LDDs. ARC and EPA agreed that the remainder of the funding from
this partnership would be utilized to supplement ARC's READY LDDs funding program, which announced its first round
of funding in June 2023.

Creating a Culture of Health in Appalachia: Disparities and Bright Spots. This partnership with the Robert Wood
Johnson Foundation was formed to conduct a multi-year, $1 million research project to study factors that support a

culture of health in Appalachian communities and to determine whether that knowledge can be translated into actions
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that address health disparities between Appalachia and the nation as a whole. The research was undertaken in past
fiscal years but continued to be supported and utilized in FY 2023 through the ongoing maintenance and periodic

updates to healthinappalachia.org. The website allows users to interact with data from the report, create customizable

maps and reports based on geographies of interest, and explore the report’s three distinct yet interrelated sections:

disparities, bright spots, and issue briefs.

Researching Opioid Use and Related Health Challenges in Appalachia. This partnership with the National Institutes

of Health, the Centers for Disease Control and Prevention, and the Substance Abuse and Mental Health Services
Administration is composed of two research efforts focused on interventions and strategies addressing opioid drug use,
hepatitis C, and HIV in Appalachia. The research will help deepen knowledge about Appalachia’s current and future public
health challenges, especially in the Region's coal-impacted communities. ARC has committed $3.75 million to these multi-

agency research initiatives.

Department of Labor: Workforce Opportunities for Rural Communities (WORC). WORC is a partnership with the

Delta Regional Authority and the Employment and Training Administration in the U.S. Department of Labor (DOL).

The WORC initiative enables impacted communities to develop local and regional workforce development solutions
aligned with existing economic development strategies and community partnerships to promote new, sustainable

job opportunities and long-term economic vitality. A primary focus of this grant initiative is to fund projects that assist
eligible communities that currently or historically have had a high concentration of employment in energy extraction
and related industries. In FY 2023, the fifh round of WORC funding was announced with $19.76 million awarded to

14 projects in 10 Appalachian states. To date, the DOL has awarded nearly $80 million in total funding to workforce
development projects in Appalachia. These projects have provided and will continue to provide valuable career,
training, and support services to dislocated workers, new entrants to the workforce, and incumbent workers in counties,

parishes, or areas currently underserved by other resources.

Gateway Communities Cultural Heritage Initiative. This ongoing partnership with the National Endowment for the Arts
works with the Conservation Fund to provide training and technical assistance to commmunities that are geographically

positioned as “gateways” to the Appalachian Region’s public lands and heritage areas.

Commission Activities

With the passage of the Appalachian Regional Development Act in 1965, Congress gave ARC broad program discretion
to address problems and opportunities in the Region. Accordingly, ARC has emphasized a wide-ranging set of priorities
in its grant activities. Projects in recent years have focused on business development, educational attainment, access
to healthcare, broadband, and tourism development. In addition, ARC has consistently maintained a focus on the

construction of development highways and basic water and wastewater facilities.

ARC Strategic Plan

FY 2023 was ARC's second year of operating under its 2022-2026 strategic plan, Appalachia Envisioned: A New Era

of Opportunity. The plan outlines ARC's mission to innovate, partner, and invest to build community capacity and
strengthen economic growth in Appalachia, and identifies five strategic goals to help Appalachia reach socioeconomic

parity with the rest of the nation:



MANAGEMENT’S DISCUSSION AND ANALYSIS

o Strengthen and diversify the Region’s economy through inclusive economic development strategies and

investments in entrepreneurship and business development;

9 Expand and strengthen community systems (education, healthcare, housing, childcare, and others) that help

Appalachians obtain a job, stay on the job, and advance along a financially sustaining career pathway;

Ensure that the residents and businesses of Appalachia have access to reliable, affordable, resilient, and

energy-efficient utilities and infrastructure to successfully live and work in the Region;

e Strengthen Appalachia’s community and economic development potential by preserving and investing in
the Region’s local cultural heritage and natural assets; and

Invest in the capacity of local leaders, organizations, and commmunities to address local challenges by
providing technical assistance and support to access resources, engage partners, identify strategies and

tactics, and conduct effective planning and project execution.

As reported in Part Il of this report, the Commission demonstrated progress in FY 2023 toward achieving the

performance goals set out in the strategic plan.

Area Development Program

Area development funds are largely allocated to the Appalachian states by formula to provide flexible assistance for
individual community projects. In FY 2023 ARC received an appropriation of $200 million for area development activities
and allocated by formula $110.11 million, 55% of the appropriation, to the states. Within the framework of the strategic
plan, the states have wide discretion in the use of these funds. Priorities for area development funding are set forth in
the Commission’s strategic plan, and state and community leaders work together to package funding from public and
private organizations to implement those priorities. All ARC non-highway grants are approved by a governor and by the

federal co-chair.

ARC's FY 2023 appropriation included $65 million for the Partnerships for Opportunity and Workforce and Economic
Revitalization (POWER) Initiative, $16 million for a program to support the automotive and aviation sectors in Southern
and South Central Appalachia, $10 million to continue a program of high-speed broadband deployment in economically
distressed counties in central Appalachia, $15 million for a program addressing North Central/North Appalachian
broadband, $16 million for a program of basic infrastructure improvements in distressed counties in Appalachia, and

$13 million for the INvestments Supporting Partnerships in Recovery Ecosystems (INSPIRE) Initiative.

In addition to the regular Area Development Program, in FY 2023, ARC received an appropriation of $200 million
through the Infrastructure Investment and Jobs Act (I1JA), also known as the Bipartisan Infrastructure Law. ARC
allocated by formula $100 million, 50% of the appropriation, to the states. The allocation of the [IJA appropriation also
included $80 million for the Appalachian Regional Initiative for Stronger Economies (ARISE), and $9.5 million for READY

Appalachia, a new community capacity-building initiative.
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Special Focus on Distressed Counties and Areas

The Commission targets special resources to the most economically distressed counties and areas in the Region,

using a very conservative measure of economic distress based on three economic indicators: three-year average
unemployment rates, per-capita market income, and poverty rates. ARC uses an index-based classification system to
compare each county in the nation with national averages on the three economic indicators. Based on that comparison,
each Appalachian county is classified within one of five economic status designations: distressed, at-risk, transitional,

competitive, or attainment:

® Distressed counties are those that rank in the worst 10% of the nation’s counties.

® At-risk counties rank between the worst 10% and the worst 25% of the nation’s counties.

® Transitional counties rank between the worst 25% and the best 25% of the nation’s counties.
® Competitive counties rank between the best 10% and the best 25% of the nation’s counties.

® Attainment counties are those that rank in the best 10% of the nation’s counties.

HIGH-POVERTY COUNTIES IN THE APPALACHIAN REGION

(Counties with poverty rates at least 1.5 times the U.S. average)

1960 2017-2021
297 High-Poverty Counties 116 High-Poverty Counties
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In FY 2023, 82 counties were designated distressed, 109 were designated at-risk, 218 were designated transitional, 10
were designated competitive, and four were designated attainment. ARC policy stipulates that competitive counties
may receive limited assistance, while attainment counties are generally not eligible for funding. See page 17 for a map

of Appalachian counties classified by economic status.

Besides allocating funding to benefit distressed counties and areas, ARC has established other policies to reduce
economic distress. ARC normally limits its maximum project funding contribution to 50% of costs, but it can increase its

funding share to as much as 80% in distressed counties.
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COUNTY ECONOMIC STATUS IN APPALACHIA, FISCAL YEAR 2023
(Effective October 1, 2022, through September 30, 2023)
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Business Development Revolving Loan Fund and Investment Capital
Grants

Since 1977, ARC provided grants to business development revolving loan funds (RLFs) and other investment capital

to make loans and investments to local businesses to create and retain jobs. Limited access to credit stalls startup
and business expansion activity in Appalachia and contributes to local economic distress. Since ARC awarded the first
RLF grants through FY 2023, ARC-supported RLFs and investment funds have disbursed $539.87 million in 3,101 loans,
resulting in 131,832 jobs created or retained and leveraging $1.84 billion in private investment for the Appalachian

Region.
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Highway Program: The Appalachian Development Highway System

Congress created the Appalachian Development Highway System (ADHS) expressly to provide growth opportunities for
the residents of Appalachia—the same benefits afforded the rest of the nation through the construction of the interstate
highway system, which largely bypassed Appalachia because of the high cost of building roads through the Region's
mountainous terrain. The ADHS, a 3,090-mile system of modern highway corridors that replaces a network of worn,
winding two-lane roads, was designed to generate economic development in previously isolated areas, supplement

the interstate system, and provide access to areas within the Region as well as to markets in the rest of the nation and

overseas.

In FY 2023, funding for the ADHS was included in the overall federal-aid highway funds apportioned to the states. These
funds are apportioned to the states annually, with each state using the funding at its own discretion. The federal share of
funding for ADHS corridors and access roads can normally range from 80% to 100%, as determined by the state highway
agencies. Although funds used for the ADHS are derived from the federal-aid highway funds, ARC exercises policy and
corridor alignment control over the system. In FY 2023, the Transportation Appropriation bill also included specifically
dedicated ADHS funding of $100 million from the General Fund, the fourth consecutive year of dedicated funding. The
Bipartisan Infrastructure Law, signed in 2022, included an additional appropriation of $1.25 billion for ADHS projects over
five years. In FY 2023, this amounted to a total of $246.25 million being apportioned to states for ADHS projects. Similar
appropriations will continue each year through FY 2026. The Bipartisan Infrastructure Law also mandated that 25% of its
$2 billion discretionary Rural Surface Transportation Grant Program awards be reserved for ADHS projects. For FY 2023,
this amount was up to $87.5 million. The amount to be awarded from this discretionary program for ADHS projects will

increase each year up to a final amount of $125 million in FY 2026.

At the end of FY 2023, a total of 2,711.9 miles, or 87.8%, of the 3,090 miles authorized for the ADHS were complete; 125.2
miles were under construction or partially complete and open to traffic; 35.5 miles were in the final design or right-of-

way acquisition phase; and 217.5 miles were in the location study phase.

Local Development Districts

Local Development Districts (LDDs) are multi-county planning organizations that facilitate commmunity-based, regionally
driven economic development. Guided by local leaders, elected officials, business representatives, and other community
stakeholders, ARC relies on LDDs to lead and leverage local partnerships. Every county in the Appalachian Region is
served by one of 74 LDDs. While LDDs have a wide array of responsibilities as determined by their individual boards of
directors, they typically are involved in four key areas that support the development of the Region: providing area-wide
planning and program development, and coordination of federal and state funding sources; assisting local governments
in providing services, especially in poorer, more isolated communities; promoting public-private partnerships and
assisting in business development; and helping communities assess, plan, and conduct a wide range of activities such

as job training, business development, telecommmunications planning and implementation, and municipal government
support. The Commission has also supported the training and technical assistance activities of the Development District

Association of Appalachia, an organization of the Region’s LDDs.

Research and Technical Assistance Activities
ARC funds research and evaluation studies that produce information on socioeconomic and demographic conditions
in the Region, including baseline data and trend analysis, economic impact analysis, program evaluation, and

regional economic and transportation modeling. ARC-funded research focuses on strategic analyses of key economic,
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demographic, and quality-of-life factors that affect Appalachia’s current and future development prospects. The aim
of this research is to help policymakers, administrators, and staff target resources efficiently, and to provide high-
quality research for the general public and researchers. ARC also funds program evaluations by outside researchers or
consultants to assess whether Commission-funded projects have made a measurable difference in social or economic
outcomes. The purpose of these evaluations is to determine the extent to which the projects have contributed to the
attainment of economic development objectives identified in ARC's strategic plan. In addition, evaluations are used to
verify project results and to assess the validity of specific performance measurements for monitoring and evaluating

specific types of projects.

Reports and data products are posted on ARC’s website at www.arc.gov/research-and-data.

Research completed or in progress in FY 2023 included the following:

® A research project soliciting stakeholder input and developing a grantee toolkit for ARC's new multi-state ARISE
initiative

® A research project examining food insecurity and access throughout Appalachia

®* An update to the Diseases of Despair reports looking at deaths due to overdose, suicide, and liver disease

® Ongoing analysis of coal production and employment trends in Appalachia

®* An update to a past study examining the coal industry ecosystem throughout the Region, which will serve as the

basis for measuring coal impact for POWER applications

® Aresearch project examining worker displacement throughout Appalachia, including worker characteristics, trends,

and industries most affected
® Aresearch project analyzing access to capital and credit for entrepreneurs and small businesses throughout the Region
® A data overview of private-sector employment trends in each of the Region’s 13 states

®* A data overview study examining state- and county-level data for the 13 Appalachian states on topics including
population, age, race, ethnicity, housing, education, labor force, employment, income, poverty, health insurance,

disability status, and migration

® Ongoing maintenance and periodic updates to healthinappalachia.org, an interactive website housing data and

reports from the Creating a Culture of Health in Appalachia: Disparities and Bright Spots initiative
® An evaluation of ARC's education and workforce investments
® An evaluation of ARC's INSPIRE-funded investments
® An ongoing evaluation of ARC's business development investments
® An ongoing evaluation of ARC's J-1 visa waiver program
® An ongoing evaluation of ARC’'s ARISE-funded investments

® Projects with two state departments of transportation to pilot the use of accessibility metrics developed in past ARC

research to inform investment prioritization
® Aresearch report examining the Region’s intermodal transportation facilities and systems

® A research study to develop recommendations on policies, initiatives, and investment priorities for truck parking

throughout the Region
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Impediments to Progress

The Region’s isolation and its difficulty in adapting to economic change over past decades are major factors contributing

to the gap in living standards and economic achievement between the Region and the rest of the nation. Mining and

manufacturing, which have long dominated the Appalachian economy, have declined significantly since the turn

of the 21st century. Despite progress in some areas, Appalachia still does not enjoy the same economic vitality and

living conditions as the rest of the nation; it continues to face many challenges when it comes to poverty, educational

attainment, employment, population health, and broadband access.

Poverty

According to the U.S. Census Bureau's American Community Survey, over the 2017-2021 period, 14.5% of Appalachian
residents lived below the poverty level, well above the U.S. average of 12.6%. The median income of Appalachian
households was $56,780, just 82% of the U.S. average of $69,021.

Educational Attainment

During the same time period, the share of adults with a bachelor’'s degree or more was 7.7 percentage points lower
in Appalachia than in the nation as a whole; and in 281 Appalachian counties, fewer than one in five residents ages 25

and over were graduates of a four-year college or university.

Employment

The Appalachian Region lost over 625,000 jobs between 2007 and 2010, with losses taking place both during and after
the Great Recession. It took the Region until 2015 to achieve its pre-recession level of employment: meanwhile, the
United States as a whole reached its pre-recession level of employment in 2013. More recent trends continue to show a
gap between the Region and the country as a whole: Appalachia saw its total employment grow by 4.2% from 2016-

2021, compared to 8.0% in the United States as a whole.

During the 2016 to 2021 period, three of Appalachia’s five subregions experienced declines in total employment:
Northern Appalachia (-3.1%), North Central Appalachia (-2.9%), and Central Appalachia (-1.6%). In particular, rural

counties showed especially slow (or negative) growth.

Between 2011 and 2022, coal mining employment in Central Appalachia decreased 66%—over 20,000 jobs were lost—

and it is not expected to return to its historic high.

Since 2000, manufacturing employment has declined at a faster rate in three of the five Appalachian subregions
when compared to the national trend: In Northern, North Central, and South Central Appalachia, employment in

manufacturing fell by over 35% from 2000 to 2021, compared to a decline of 26% at the national level.

Employment in the health and social services sector has grown more slowly in the Appalachian Region than in the
nation as a whole. While the United States overall experienced growth of 17.9% between 2011 and 2021, employment
in health and social services grew by just 6.3% in Appalachia. Northern Appalachia experienced a decline in the sector
over the past decade, losing 1.2% of its employment level, and Central Appalachia experienced particularly slow

growth, at just 2.0%.

Population Health

From 2019 to 2021, Appalachia experienced a 36% increase in its all cause-mortality rate among people ages 15-64;
the rest of the country saw a slightly lower increase of 33%. In 2021, the all-cause mortality rate was 36% higher in

Appalachia than in the rest of the United States; a little over two decades ago, in 1999, this gap was just 12%.

In 2021 the opioid-related overdose mortality rate for people ages 15-64 was 63% higher in Appalachia than in the rest
of the United States.
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® Areport released in 2017 documenting population health in Appalachia included 7 of the 10 leading causes of death
in the United States: heart disease, cancer, chronic obstructive pulmonary disease (COPD), injury, stroke, diabetes,

and suicide—and the Appalachian Region had higher mortality rates than the nation for each.

® Obesity, smoking, and physical inactivity—risk factors for a number of health outcomes—are all higher in Appalachia

than in the nation overall.

® The Region also has a lower number of healthcare professionals when compared to the United States as a whole,

including primary care physicians, mental health providers, specialty physicians, and dentists.

Broadband Access

® The Region lags behind the rest of the nation in access to affordable broadband telecommunications service. This
leaves many Appalachians without access to modern telework and tele-education opportunities as well as telehealth
services. The lack of broadband service also makes it difficult for local communities to attract new businesses that
would help transition their local workforces to modern jobs in advanced manufacturing, health sciences, and other

industries.

SUMMARY OF ACHIEVEMENTS

PERFORMANCE TARGETS AND INITIAL ESTIMATES FOR FISCAL YEAR 2023 PROJECTS

EXPECTED

ANNUAL PERFORMANCE TARGETS INITIAL ESTIMATES RESULTS

Outcome Targets

22,000 jobs created or retained 50,189 jobs created or retained Exceed target by 128%

46,990 students and workers

35,000 students and workers with improvements o
with improvements

Exceed target by 34%

50,000 businesses and households with access to improved| 52,199 businesses and households with

0,
infrastructure access to improved infrastructure Exceed target by 4%

8,139 businesses created or

4,000 businesses created or strengthened strengthened

Exceed target by 103%

1,700 gommunmes with enhanced Exceed target by 325%
capacity

Leverage Target

400 communities with enhanced capacity

Achieve a 61 ratio of leveraged private investment to ARC 10:1 ratio* Exceed target by 62%
funds ($6 per $1 ARC investment) ($9.69 per $1 ARC investment) get by b7
Matching Target
Achieve a 2:1 ratio of matching funds to ARC funds 11 ratio* o
($2 per $1 ARC investment) ($1.26 per $1 ARC investment) Meet 63% of target
Distressed Counties/Areas Target

. o o .
Direct 50% of ARC funds to benefit distressed counties or 70% of funds*™ Exceed target py 20
areas percentage points

*Ratios are rounded to the nearest whole number.
*Project funds are included if the project primarily or substantially benefits distressed counties or areas.

Performance results are assessed in detail in Part Il (page 26).
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Progress Toward ARC Strategic Plan Performance Goals, Fiscal Years 2022-2026
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MANAGEMENT’S DISCUSSION AND ANALYSIS

FINANCIAL MANAGEMENT

Financial Management System

In FY 2023, the Appalachian Regional Commission continued to contract with General Services Administration (GSA)
Pegasys Financial Services to perform the Commission’s accounting and financial reporting. ARC supplements these
financial services with ARCnet, a grant management information system that provides real-time funding, grant-status,
and performance-measurement information, as well as grant-related financial data, in an intranet environment available

to staff and key state officials.

Management’s Responsibility for Internal Control

ARC implemented a process for providing audited financial statements in FY 2002, following the guidance of the
Accountability of Tax Dollars Act of 2002. ARC, strictly speaking, is not a federal agency as defined in Titles 5 and 31 of

the U.S. Code. ARC keeps accurate and complete records of its doings and transactions pursuant to Section 107 of the
Appalachian Regional Development Act of 1965, as amended, 40 USC 14308 (2021). Moreover, the Internal Revenue
Services, (IRS) has recognized ARC with a 501(c)(3) designation. Consistent with this, the Commission has elected to follow
the Office of Management and Budget (OMB) guidance in its reporting because full disclosure of financial information is

consistent with the governmental nature of ARC's mission and operations and its stewardship of public funds.

ARC maintains a plan of internal control development and testing, as required by the Federal Managers’' Financial
Integrity Act of 1982. ARC makes management controls an integral part of the entire cycle of planning, budgeting,
management, accounting, and financial auditing. ARC maintains an environment of accountability in which all
employees help ensure that government resources are used efficiently and effectively to achieve intended program

results with minimal potential for waste, fraud, and mismanagement.

ARC's Office of Inspector General (OIG) conducts independent program reviews and audits. Weekly management

team meetings provide an opportunity to address control issues. Finance staff conduct pre-payment examinations of
approved payments, as well as oversight reviews of program account obligation and payment details. Finally, the annual
financial audit of ARC provides independent assessments of the adequacy of internal controls. The internal control plan

assigns responsibility within the Commission for follow-up action on any deficiencies.

ARC is pleased to report that it received an unmodified opinion from its independent auditor, Allmond & Company LLC,

on the FY 2023 financial statements provided in this Performance and Accountability Report.
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MANAGEMENT ASSURANCES

Overall Internal Control

The Appalachian Regional Commission’s management is responsible for establishing and maintaining effective internal
control and management systems that meet the objectives of the Federal Managers’ Financial Integrity Act of 1982. The
Commission conducted its assessment of the effectiveness of internal control over the effectiveness and efficiency of
operations and compliance with applicable laws and regulations in accordance with OMB Circular A-123, Management's
Responsibility for Internal Control. Based on this evaluation, the Commission can provide reasonable assurance that its
internal control over the effectiveness and efficiency of operations and compliance with applicable laws and regulations

as of September 30, 2023, was operating effectively.

Internal Control over Financial Reporting

ARC conducted its assessment of the effectiveness of internal control over financial reporting, which includes
safeguarding of assets and compliance with applicable laws and regulations, in accordance with OMB circulars
A-123, Management's Responsibility for Internal Control, and A-136, Financial Reporting Requirements. Based on the
assessment, ARC can provide reasonable assurance that internal control over financial reporting as of September 30,

2023, was operating effectively.

Management Follow-Up to Inspector General Recommendations

During FY23, the OIG issued 28 reports and 20 recommendations. Management decisions were made for all 20
recommendations. In addition, management decisions were made for 2 recommmendations from the prior year. Fourteen
final actions were completed during this period of performance. The dollar value of disallowed costs recovered by ARC
was $67,248. In addition, ARC has settled with a grantee to recover certain questioned and unsupported costs from a prior

period. The grantee will refund ARC $250,000 in equal installments of $50,000 over a five-year period.

Office of Inspector General reports are available at www.arc.gov/office-of-inspector-general.

SUMMARY OF FINANCIAL STATUS

Part Il of this Performance and Accountability Report includes information about the financial status of the
Appalachian Regional Commission. In the FY 2023 unmodified opinion of ARC's independent auditor, Allmond &
Company LLC, the financial statements included in that section fairly represent, in all material respects, the financial
position of the Commission as of September 30, 2023, and ARC's net costs, changes in net position, and budgetary
resources for the year ended in conformity with generally accepted accounting principles (CAAP) issued by the
Financial Accounting Standards Board and OMB Circular A-136. The financial statements taken together include

all aspects of ARC, including the Office of the Federal Co-Chair, area development programs, and administrative/

operational activities performed by the Commission.

Assets on September 30, 2023, totaled $1,110.0 million, versus $847.4 million in FY 2022. This amount corresponds to a
31 percent increase relative to FY 2022; the net increase in total assets is primarily due to additional appropriated funds
provided by Congress through appropriations bills and obligated balances not yet disbursed. Liabilities equaled $11.9

million in FY 2023 versus $35.0 million in FY 2022. The decrease is due primarily to accounts payable, which includes
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payments made to grantees. The U.S. Treasury held 95% of ARC's total assets. In addition, 2.5%, or $27.9 million,
represents Commission grant funds held by intermediary organizations in Appalachia for the operation of revolving
loan funds promoting business development. The federal government retains a residual interest in the loan funds.
The remaining amount is spread across other assets such as cash and advances to grantees, accounts receivable and

property, plant, and equipment.

The net position increased from $812.4 million in FY 2022 to $1,097.1 million in FY 2023. The net cost of operations

for FY 2023 totaled $114.8 million, compared with $131.6 million in FY 2022. ARC receives most of its resources from
congressional appropriations, which totaled $400.0 million in FY 2023. In addition, ARC receives 50 percent share of
the Commission’s administrative budgeted expenses from the 13 member states. In FY 2023, this amount was set at
$3.66 million. The Statement of Budgetary Resources reported net outlays of $146.7 million in FY 2023. ARC incurred
obligations of $346.0 million in FY 2023 and has an unpaid obligated balance (net, end of year) of $666.3 million.

The principal financial statements have been prepared to report the financial position and results of operations of the
entity, pursuant to the requirements of 31 U.S.C. 3515 (b). While the statements have been prepared from the books

and records of the entity in accordance with generally accepted accounting principles (GAAP) for federal entities and
the formats prescribed by OMB, the statements, in addition to the financial reports, are used to monitor and control
budgetary resources, which are prepared from the same books and records. The statements should be read with the
realization that they are prepared for a component of the U.S. government, a sovereign entity. Notes are attached to the
financial statements to describe and explain important disclosure information about line items in the statements and

related financial policies and programs.

-
Statement of Assurance

| am pleased to certify with reasonable assurance that our agency’s systems of internal control, taken as
a whole, comply with Section 2 of the Federal Managers’ Financial Integrity Act of 1982. Our agency also
is in substantial compliance with applicable federal accounting standards and the U.S. Standard General
Ledger at the transaction level, and with federal financial system requirements. Accordingly, ARC

fully complies with Section 4 of the Federal Managers’ Financial Integrity Act of 1982, with no material
non-conformances.

ARC conducted its assessment of the effectiveness of internal controls over financial reporting, which
includes safeguarding of assets and compliance with applicable laws and regulations, in accordance
with the requirements of OMB Circular A-123. ARC has reasonable assurance that internal controls over

financial reporting as of September 30, 2023, were operating effectively.

%74 L Dpnchn

ARC Federal Co-Chair
November 15, 2023




PART |I: FISCAL YEAR 2023 PERFORMANCE

REPORT

INTRODUCTION

The Government Performance and Results Act of 1993 (GPRA) requires all federal agencies to submit a report to Congress
on actual program results at the end of each fiscal year. Part Il of this report documents the progress of the Appalachian
Regional Commission (ARC, the Commission) toward fulfilling its mission and goals. Part Il of this report presents

° anoverview of the Appalachian Regional Commission;

* methodology used to monitor project outcomes in compliance with the GPRA;

® ARC's strategic investment goals and action objectives;

* performance targets and initial estimates for FY 2023 and for each of the five prior fiscal years;
° results of project verification and program evaluation;

° progress toward the ARC vision; and

° cumulative progress toward five-year performance targets.

The five strategic investment goals from ARC's 2022-2026 strategic plan, Appalachia Envisioned: A New Era of
Opportunity, were used to evaluate performance in FY 2023.

OVERVIEW OF ARC

Appalachia is a region of great Innovate, partner, and invest to build

community capacity and strengthen
economic growth in Appalachia.

opportunity that will achieve
socioeconomic parity with the nation.

Organizational Structure

The Appalachian Regional Commission is a regional economic development agency that represents a partnership of
federal, state, and local governments. Established by an act of Congress in 1965, ARC is composed of the governors of
the 13 Appalachian states and a federal co-chair, who is appointed by the president of the United States. Local participa-
tion is provided through multi-county local development districts (LDDs).

Each year Congress appropriates funds for the Commission’s programs, which ARC allocates among its member
states. At the beginning of their terms in office, Appalachian governors submit development plans for the Appalachian
counties in their states. The Commission votes to approve these plans. The governors also submit annual strategy state-
ments developed from the plans and must select projects for ARC approval and funding based on these statements.



________________________________________________________________________________________________________| PERFORMANCE REPORT

Project Funding

In FY 2023, ARC funded 701 projects throughout the 13-state Appalachian Region (the Region) through its Area
Development Program. All projects must address one of the five goals in ARC's 2022-2026 strategic plan: building
Appalachian businesses, building Appalachia’s workforce ecosystem, building Appalachia’s infrastructure, building regional
cultural and tourism, and building community leaders and capacity.

In addition to funding for ARC’s Area Development Program, in FY 2023 the Commission’s appropriation included funding
for:

® the Partnerships for Opportunity and Workforce and Economic Revitalization (POWER) Initiative, a multi-agency
initiative that targets federal resources to help diversify economies in communities and regions affected by job losses in

the coal mining industry;

® the INvestments Supporting Partnerships in Recovery Ecosystems (INSPIRE) Initiative, a program addressing the
substance use crisis in Appalachia;

* the Appalachian Regional Initiative for Stronger Economies (ARISE) to drive large-scale, regional economic
transformation through multi-state collaborative projects across Appalachia;

* the READY Appalachia initiative, a commmunity capacity-building initiative that offers flexible funding to Appalachian
nonprofit organizations, community foundations, local governments, and Local Development Districts (LDDs);

® support of the automotive and aviation sectors in Southern and South Central Appalachia;

* efforts to support a broadband deployment program in Central Appalachia;

® aprogram of basic infrastructure improvements in distressed counties in Appalachia; and

® aprogram addressing North Central/North Appalachian broadband.

One of the key differences between ARC and typical federal executive agencies and departments is the flexibility given
to the states in determining how their allocated funds will be invested. This flexibility exists within a framework: funds
must be invested in counties designated as part of the Appalachian Region; projects must address one or more of the

Commission’s five strategic investment goals; and a specified amount of the funds allocated to each state can be used only
on projects that benefit counties and areas the Commission has designated as economically distressed.

ARC holds itself and its local, state, and regional partners accountable for setting and achieving performance outcomes
associated with ARC-supported investments. ARC measures the effectiveness of investments by tracking progress on
several performance targets. ARC's strategic plan sets out annual and five-year outcome targets (see page 91).

In FY 2023, ARC met or exceeded all of its performmance outcome targets. Initial estimates were particularly strong for
investments in job creation and retention, business development and improvement, and community capacity.

FISCAL YEAR 2023 INVESTMENT TARGETS AND INITIAL ESTIMATES

ANNUAL OUTCOME TARGETS INITIAL ESTIMATES

22,000 jobs created or retained 50,189 jobs created or retained

35,000 students and workers with improvements 46,990 students and workers with improvements
50,000 businesses and households with improved 52,198 businesses and households with improved
infrastructure infrastructure

4,000 businesses created or strengthened 8,139 businesses created or strengthened

400 communities with enhanced capacity 1,700 communities with enhanced capacity
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STRATEGIC INVESTMENT GOALS AND OBJECTIVES
@ Building Appalachian Businesses

Strengthen and diversify the Region’s economy through inclusive economic development strategies and investments in
entrepreneurship and business development.

Objectives:

1. Provide financing, technical assistance, and other support for entrepreneurship and small business development in the Region.

2. Pursue economic and enterprise development strategies that grow existing industries, support economic diversification, and
advance economic prosperity at the regional level.

@ Building Appalachia’s Workforce Ecosystem

Expand and strengthen community systems (education, healthcare, housing, childcare, and others) that help
Appalachians obtain a job, stay on the job, and advance along a financially sustaining career pathway.

Objectives:

1. Develop and support educational programs and institutions from early childhood through postsecondary that provide the building
blocks for skills development and long-term employment success.

2. Invest in workforce development programs and strategies informed by industry talent needs and designed to allow workers to
simultaneously earn, learn, and advance along a career pathway.

3. Develop a network of employment supports to help Appalachians enter and remain in the workforce.

4. Expand access to high quality healthcare as well as programs and services that support overall mental and physical health for
workers and their families.

J

@ Building Appalachia’s Infrastructure

Ensure that the residents and businesses of Appalachia have access to reliable, affordable, resilient, and energy-efficient
utilities and infrastructure to successfully live and work in the Region.

Objectives:

1. Ensure the availability of quality, affordable basic infrastructure to meet the needs of the residents and businesses of Appalachia.

2. Ensure that all Appalachians have access to quality and affordable telecornmunications and broadband services.

3. Support proactive efforts to adopt alternative energy strategies and bolster energy infrastructure.

4. Complete the Appalachian Development Highway System (ADHS) and invest in innovative intermodal transportation systems to
connect businesses and residents within the Region with global opportunities.

5. Support construction of business development sites and public facilities and the adaptive reuse of obsolete and/or unsafe
properties to stimulate economic and community development.

J

@ Building Regional Culture and Tourism

Strengthen Appalachia’s community and economic development potential by preserving and investing in the Region’s
local cultural heritage and natural assets.

Objectives:

1. Invest in the development of vibrant Appalachian downtowns and provide support for Appalachian placemaking.

2. Invest in economic and community development initiatives that preserve and promote Appalachian communities’ vibrant arts,
cultural, and heritage traditions.

3. Preserve and expand Appalachia’s natural resources to increase outdoor recreation opportunities for residents and visitors and
support sustainable economic growth.

J

@ Building Community Leaders and Capacity

Invest in the capacity of local leaders, organizations, and communities to address local challenges by providing technical
assistance and support to access resources, engage partners, identify strategies and tactics, and conduct effective
planning and project execution.

Objectives:

1. Develop, support, and empower community leaders that are representative of local communities, inclusive in their approach, and
focused on long-term, innovative strategies and solutions.

2. Build capacity of community organizations and local development districts (LDDs) to effectively access and manage funding,
administer programs, and execute projects through implementation.

3. Invest in developing the capacity of coommunities to build ecosystems where government, nonprofits, businesses, and
philanthropic partners coalesce around a shared vision for economic and community prosperity and collaborate to implement

that vision. )
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PERFORMANCE MEASUREMENT METHODOLOGY

Overview of ARC's Performance Measurement System

ARC's performance measurement system was designed to accomplish two primary objectives: compliance with the
Government Performance and Results Act (GPRA) in measuring the outcomes of ARC projects, and creation of a process
that allowed for both feedback from grantees and analysis of funded projects, in an effort to improve programming.

ARC's performance measurement system has three components:

° Project data collection and analysis
* Verification of outcomes
* Independent evaluations

These three components work together to allow GPRA reporting and compliance and to help ARC glean lessons
learned from previously funded grants. By structuring the measurement system in this manner, ARC has made the

GPRA a management tool and a valuable resource in determining program effectiveness.

Performance Estimates: Initial Estimates

Initial estimates presented in this report are outcome estimates gathered from project applications, as reported
by grantees. Critical data from projects submitted to ARC for funding are entered into the Commission’s grants
management information system to facilitate monitoring of projects. Throughout the fiscal year, ARC staff review
performance measurement data to better understand emerging trends, improve data integrity, and shape policy
to improve the ARC program. At the close of each fiscal year, ARC staff review and summarize initial estimates for
submission to the Office of Management and Budget (OMB) and Congress.

Project Performance Verification: Intermediate Results

The performance verification process, a critical part of ARC's GPRA compliance, is designed to confirm project
outcomes after the projects have been completed. In FY 2023, project performance was verified through a grantee
survey for projects that were closed in FY 2020, to capture more accurate data on performance measures, which can

continue to accrue for up to three years after a project has been completed.

PERFORMANCE
ESTIMATES:
INITIAL ESTIMATES

Collected at project
start, reported
annually

PROJECT
PERFORMANCE
VERIFICATION:
INTERMEDIATE
RESULTS
Reported 3 years
after project close

PROGRAM
EVALUATIONS:
FINAL RESULTS

Reported every
5to 10 years
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Program Evaluations: Final Results

Independent, external evaluation of ARC initiatives and sub-programs is a critical component of ARC's GPRA compli-
ance. Evaluations confirm both the outcomes and the overall effectiveness of projects. Evaluations focus on the extent
to which the projects have achieved, or contributed to the attainment of, their objectives. Particular emphasis is placed
on assessing the utility and validity of the outcome measures. The findings of these project evaluations are summarized
and made available to state and local organizations engaged in carrying out projects under the five general goals in
ARC's strategic plan and are published on ARC's website. Summaries of recent evaluations are included in this report
under each strategic investment goal area.

This report presents outcome targets and initial estimates for each of ARC's five strategic investment goals, as well as
overall targets for leveraged private investment, matching project funds, and funds directed to distressed counties or
areas. In addition, performance verification results and program evaluation results are reported under the appropriate
goal area.

Annual Performance Targets and Measures

Each fiscal year, ARC submits to the OMB annual performance targets for projects to be funded in coming years, as
required in the budget submission process. In determining these targets, ARC develops likely investment scenarios for
the 13 Appalachian states, anticipating how each state will direct ARC funds in addressing the five strategic investment
goals. The scenarios are based on state development plans, strategy statements, historical trends, and communication
with the states. ARC uses these scenarios to project results; however, the states have flexibility in spending decisions,
although all projects are reviewed and approved by the ARC federal co-chair and must pursue one of ARC's five
strategic investment goals. The states’ spending flexibility is a critical element of the ARC federal-state partnership but
poses challenges in setting performance targets. Each state's priorities may shift from year to year, occasionally producing
unanticipated results.

To address reporting requirements, ARC reports initial estimates toward reaching performance targets as stated in
the strategic plan. Although the projects funded by ARC each year generate many more measures than those reported
for GPRA compliance, the measures reported relate uniquely to ARC's five strategic investment goals (see table on
page 28).

It is important to note that some outcome measures cut across goal areas. To simplify the reporting of these measures,
initial estimates for each performance target are totaled and reported under the strategic investment goal that most
closely aligns with the outcome measure. For example, one of ARC's outcome measures is jobs created or retained. ARC
measures initial estimates for jobs created or retained by projects funded under all of the strategic goals. For clarity,
this outcome measure is discussed, and initial estimates from all strategic investment goal areas are reported, under
Strategic Investment Goal 1, “Building Appalachian Businesses.”

Outcome Measures

Strategic Investment Goal One: Building Appalachian Businesses. The following outcome measures are
presented in Goal 1: The number of jobs created and the number of jobs retained.

* “Jobs created” refers to the number of direct hires (excluding construction) that will result from an ARC project
(measured during the project period and up to three years after the project end date).
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* “Jobs retained” refers to the number of jobs that would have been lost or relocated in the absence of the ARC project.
These two measures are combined and reported together as “jobs created or retained.”

Strategic Investment Goal Two: Building Appalachia’s Workforce Ecosystem. The following outcome
measures are presented in Goal 2: The number of students with improvements and the number of workers/trainees
with improvements.

° “Students with improvements” refers to the number of students who, as a result of an ARC-funded project, either
obtain a job in the field for which they were trained; receive a diploma, certificate, or other career credential; or
successfully complete a course or unit of study and/or graduate to the next grade level necessary to continue their
education (measured during the project period and up to three years beyond the project end date).

« “Workers/trainees with improvements” refers to the number of workers or trainees who, as a result of an ARC-funded
project, develop improved skills that enable them to obtain employment or enhance their current employment.
Enhancements include higher pay, a better position, or a certification (measured during the project period and up to
three years beyond the project end date).

These two measures are combined and reported together as “students and workers improved.”

Strategic Investment Goal Three: Bu