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Enterprise Zone Program		        MANAGEMENT MEMORANDUM
									   Memorandum Number 14-02


Date:	 March 21, 2014 

TO:		 All G-TEDA Administrators 

From:          John Nunn, Jr.
                    Enterprise Zone Program Manager
		        						
SUBJECT:	 Discontinuing Enterprise Zone Operations: Third-Party Vouchering Agents
________________________________________________________________________________

Due to the legislative action which resulted in the repeal of the Enterprise Zone Act and the discontinuation of the hiring tax credit, applications for voucher certificates may be accepted only for qualified employees hired on or before December 31, 2013. 

As we approach the final phase of the program, we are aware that some jurisdictions may not have sufficient resources to dedicate to vouchering activities beyond the fiscal year.  AB 106 has given zones the opportunity to continue to accept applications and issue vouchers for the hiring tax credit until December 31, 2014.   Each jurisdiction will need to determine when it shall cease its own zone operations as each zone’s resources differ.

In its enabling legislation, the state legislature extended the application deadline for hires made on or before December 31, 2013, so that all taxpayers would have an ample opportunity to apply for and receive vouchers.  It is therefore necessary that all taxpayers are allowed the same length of time to exercise this opportunity whether or not their particular zone has decided to continue support of this activity.   HCD has looked into the possibilities and has arrived at a two part solution which should ensure that all potential applicants have equal access to voucher certificates.

There are three situations in which jurisdictions may find themselves as a result of the end of the program:
1. Those jurisdictions which will continue to accept and process voucher applications until the last day of the period allowed, December 31, 2014.

2. Those jurisdictions which will continue to accept and process applications until they have received all of the applications that they estimate they will be able to process and issue voucher certificates for by December 31, 2014.  This date will be prior to the end of the year and depending upon the estimated volume of applications, could be as much as 90 days or more before the deadline date.

3. Those jurisdictions which decide to discontinue operations far in advance of the deadline date.

When contemplating the end of the program last year, HCD made inquiries into the feasibility of employing third-party agents to accept and process vouchers on behalf of the jurisdictions contemplating discontinuing operations earlier than the date allowed by legislation.  Our legal counsel has advised that the existing regulations that allow for the use of third-party agents could be used to facilitate the acceptance of voucher applications for zones which have reached their capacity to process applications (as in situation 2 above) or those without the resources or desire to continue (as in situation 3 above).  For those zones wishing to enter into a memorandum of understanding (MOU) with another local zone or agent, sample language has been prepared to ensure the third-party agent would comply with existing regulations in their operations on behalf of the discontinuing zone.  For those zones which decline such an arrangement, another solution is proposed.

The following scenarios describe HCD’s proposed plans to ensure continuation of vouchering services to eligible businesses throughout the remainder of the year:

Plan A: For those zones electing to appoint another agency to process voucher applications on behalf of their jurisdiction.
HCD will work with local zone administrators to assist in the location of a third-party agent and oversee the execution of the memorandum of understanding.  Such third party agent would be subject to monitoring by HCD and must agree to prepare and administer a vouchering plan in a manner consistent with Article 14 of the regulations. Suggested verbiage for a compliant MOU is provided in Attachment B.

Plan B:  For those jurisdictions electing to discontinue operations without employing a third-party agent to continue in their stead.
HCD will appoint a third-party agent who will enter into an MOU with HCD to accept and process applications arising from the discontinued zone and prepare voucher certificates in compliance with Article 14 of the regulations.   HCD will monitor and provide oversight of the third-party as it has in the case of the Enterprise Zones.  All records and documents must be maintained by this agent in the same manner as described in Article 14 from the date of execution and/or the beginning of operations on behalf of the discontinued zone.

Plan C:  For all zones continuing operations until the end of the year.
HCD will continue in its role of administrative oversight until December 31, 2014.  HCD will provide technical assistance and support, accept applicant appeals, rule on matters involving the application of the regulations, monitor zone and vouchering agent activities, and provide administrative guidance on all issues involving Enterprise Zones.  Appeals received on or before November 1, 2014, are guaranteed a ruling in time to issue a voucher certificate should that be required.  Appeals received after that date may or may not be decided by December 31, 2014. HCD will continue beyond 2014 to provide support and advice to other state agencies on matters involving the former Enterprise Zones, their street ranges and boundaries, and historical data.


Enterprise Zone Voucher Numbers
Management Memorandum 14-01 provided a range of numbers allocated to each enterprise zone permitting them to number up to 9,999 vouchers. If an enterprise zone has more than one jurisdiction and vouchering agent, it may assign part of its range to the other jurisdictions.   The original allocations are repeated on Attachment A.

For discontinuing zones, a separate numerical sequence will be issued in order to differentiate vouchers produced by the third-party agent from those issued by the jurisdiction. 

Exception: The Department will permit the enterprise zones administered by the Cities of Los Angeles and San Jose to use one set of numbers for their respective zones to accommodate their data processing systems. However, each of these zones must maintain the alphanumeric code assigned to them (e.g., XLAC-14, LAES-14, etc.). An additional set of numbers may be issued to allow a third-party agent to voucher for these zones using a numerical sequence which will differentiate vouchers issued by a third-party.

Expired G-TEDAs
The Targeted Tax Area and Manufacturing Enhancement Area designations expired as of 12/31/12.  Allocations have been made to these three designations which may continue to issue vouchers for all hiring activity prior to 12/31/12 as expired designations.

Requests for Allocations of Additional Numbers
The numbering sequence described in Attachment A should be used for any vouchers issued in
2014.  If it is anticipated that the allocated range may be exhausted before December 31, 2014, the Department should be contacted for a new allocation.

Report on Voucher Activity
A number must be assigned to each voucher issued. Although it is not a requirement to assign a number to the applications that are denied, a record must be maintained for those applications so that the Department can track and monitor the total number of applications accepted. To record this activity, the Department requires that a log or table be established that identifies key dates and results for each application. This information should include the date the application was received and specific distinguishing characteristics, such as the business and employee name. See Attachment C for a suggested format.  At the end of the calendar year, or upon discontinuation of vouchering activities, the Department will request a breakdown of the number of applications approved, denied, and pending. If requested by the Department, information may need to be provided on the total number of vouchers issued by voucher number.


ATTACHMENT A
Allocation Of
Voucher Numbers

Year: 2014

Instructions: Each economic development area should use its corresponding numbering sequence listed below for each voucher it issues from January 1, 2014, through December 31, 2014.  Enterprise Zones that consist of more than one jurisdiction and more than one vouchering agent may divide their allotment of voucher numbers among their respective jurisdictions.  For example, an enterprise zone with two vouchering agents can allot the sequence 14-0001 to 14-4999 to the first agent and 14-5000 to 14-9999 to the second agent. 




	G-TEDA
	Allocated Number Range

	
	Start
	End

	Active Enterprise Zones

	Anaheim
	ANA-14-0001
	ANA-14-9999

	Arvin
	ARV-14-0001
	ARV-14-9999

	Barstow
	BRS-14-0001
	BRS-14-9999

	Calexico – Imperial County	
	CL-14-0001
	CL-14-9999

	Coachella Valley
	CV-14-0001
	CV-14-9999

	Compton
	CMP-14-0001
	CMP-14-9999

	Delano
	DL-14-0001
	DL-14-9999

	Eureka
	ER-14-0001
	ER-14-9999

	Fresno, City of
	FR-14-0001
	FR-14-9999

	Fresno County
	FC-14-0001
	FC-14-9999

	Harbor Gateway Communities
	LAGC-14
	*

	Hesperia
	HES-14-0001
	HES-14-9999

	Imperial Valley
	IV-14-0001
	IV-14-9999

	Kings County
	KC-14-0001
	KC-14-9999

	Long Beach
	LB-14-0001
	LB-14-9999

	Los Angeles-East
	LAE-14
	*

	Los Angeles-Hollywood
	LAHL-14
	*

	Merced
	MR-14-0001
	MR-14-9999

	Oakland
	OKL-14-0001
	OKL-14-9999

	Oroville
	OR-14-0001
	OR-14-9999

	Pasadena 
	PSD-14-0001
	PSD-14-9999

	Pittsburg/Contra Costa
	PCC-14-0001
	PCC-14-9999

	Richmond
	RC-14-0001
	RC-14-9999

	Sacramento
	SAC-14-0001
	SAC-14-9999

	Salinas Valley
	SLV-14-0001
	SLV-14-9999

	San Bernardino
	SB-14-0001
	SB-14-9999

	San Francisco
	SF-14-0001
	SF-14-9999

	San Diego Regional
	SD-14-0001
	SD-14-9999

	Active Enterprise Zones (cont.)

	San Joaquin
	SJQ-14-0001
	SJQ-14-9999

	San Jose
	SJ-14
	*

	Santa Ana
	SA-14-0001
	SA-14-9999

	Santa Clarita Valley
	SCV-14-0001
	SCV-14-9999

	Sequoia Valley 
	SEQ-14-0001
	SEQ-14-9999

	Shasta Metro
	SM-14-0001
	SM-14-9999

	Siskiyou
	SIS-14-0001
	SIS-14-9999

	Southgate-Lynwood
	SL-14-0001
	SL-14-9999

	Stanislaus
	STN-14-0001
	STN-14-9999

	Taft
	TFT-14-0001
	TFT-14-9999

	West Sacramento
	WS-14-0001
	WS-14-9999

	Yuba/Sutter
	YS-14-0001
	YS-14-9999

	Active LAMBRA Designations

	Alameda Point
	LAP-14-0001
	LAP-14-9999

	Mare Island
	LMI-14-0001
	LMI-14-9999

	Mather – McClellan
	LMM-14-0001
	LMM-14-9999

	San Bernardino Intl. Airport
	LSB-14-0001
	LSB-14-9999

	San Diego Naval Training Ctr.
	LSDN-14-0001
	LSDN-14-9999

	Southern California Logistics Airport
	LSC-14-0001
	LSC-14-9999

	Tustin Legacy
	LTL-14-0001
	LTL-14-9999

	Expired G-TEDA

	Agua Mansa
	XAM-14-0001
	XAM-14-9999

	Altadena/Pasadena
	XAP-14-0001
	XAP-14-9999

	Antelope Valley
	XANV-14-0001
	XANV-14-9999

	Bakersfield/Kern County
	XBKC-14-0001
	XBKC-14-9999

	Calexico
	XCL-14-0001
	XCL-14-9999

	Coachella Valley
	XCV-14-0001
	XCV-14-9999

	Delano
	XDL-14-0001
	XDL-14-9999

	Eureka
	XER-14-0001
	XER-14-9999

	Fresno, City of
	XFR-14-0001
	XFR-14-9999

	Kings County
	XKC-14-0001
	XKC-14-9999

	Lindsay
	XLND-14-0001
	XLND-14-9999

	Long Beach
	XLB-14-0001
	XLB-14-9999

	Los Angeles-Central City
	XLAC-14
	*

	Los Angeles-Mid-Alameda Corridor
	XLAM-14
	*

	Los Angeles-Northeast Valley
	XLAN-14
	*

	Los Angeles-Eastside
	XLAES-14
	*

	Los Angeles-Harbor Area
	XLAHA-13
	*

	Madera
	XMDR-14-0001
	XMDR-14-9999

	Merced/Atwater
	XMR-14-0001
	XMR-14-9999

	Oakland
	XOKL-14-0001
	XOKL-14-9999

	Expired G-TEDA (cont.)

	Oroville
	XOR-14-0001
	XOR-14-9999

	Pittsburg
	XPTB-14-0001
	XPTB-14-9999

	Porterville
	XPR-14-0001
	XPR-14-9999

	Richmond
	XRC-14-0001
	XRC-14-9999

	Sacramento-Army Depot
	XSAD-14-0001
	XSAD-14-9999

	Sacramento-Florin/Perkins
	XSFP-14-0001
	XSFP-14-9999

	Sacramento-Northern
	XSCN-14-0001
	XSCN-14-9999

	Sacramento-Northgate
	XSN-14-0001
	XSN-14-9999

	San Diego-Metro
	XSDM-14-0001
	XSDM-14-9999

	San Diego-South Bay
	XSDS-14-0001
	XSDS-14-9999

	San Francisco
	XSF-14-0001
	XSF-14-9999

	San Jose
	XSJ-14
	*

	Santa Ana
	XSA-14-0001
	XSA-14-9999

	Santa Clarita 
	XSC-14-0001
	XSC-14-9999

	Shafter
	XSHF-14-0001
	XSHF-14-9999

	Shasta Metro
	XSM-14-0001
	XSM-14-9999

	Shasta Valley
	XSV-14-0001
	XSV-14-9999

	Stockton
	XSTK-14-0001
	XSTK-14-9999

	Watsonville
	XWTS-14-0001
	WTS-14-9999

	West Sacramento
	XWS-14-0001
	XWS-14-9999

	Yuba/Sutter
	XYS-14-0001
	XYS-14-9999

	Brawley (MEA)
	XMEAB-14-0001
	XMEAB-14-9999

	Calexico (MEA)
	XMEAC-14-0001
	XMEAC-14-9999

	Tulare (TTA)
	XTTAT-14-0001
	XTTAT-14-9999

	Castle Airport (LAMBRA)
	XLCA-14-0001
	XLCA-14-9999











 

ATTACHMENT B



Exhibit 1

HCD Regulatory Requirements
· Third-party agent agrees to comply with Article 14 of California Code of Regulations Title 25, Division 1, Chapter 7, Subchapter 21 
· Third-party agent certifies that it is free of any conflict of interest as defined by Article 14, Section 8461 and Section 8463.
· The [Name of Zone/Jurisdiction] will retain copies of all voucher applications and voucher certificates processed by [Name of third-party Vouchering Agent] per Article 14, Section 8463.
· Fee Remittance and Reporting requirements per Article 2.  







Third-Party Vouchering Agreement (sample)

[ Name of Zone/Jurisdiction ] and [ Name of third-party Vouchering Agent ]

(1) [Name of third-party Vouchering Agent] understands and agrees to perform the duties of a third-party Vouchering Agent as prescribed by the Department of Housing and Community Development (Department), effective [insert date] through [insert date],   By signing this agreement [Name of 3rd Party Vouchering Agent] agrees to comply with Article 14 of California Code of Regulations (Code), Title 25, Division 1, Chapter 7, Subchapter 21.  Furthermore, [Name of third-party Vouchering Agent] hereby certifies that it is free of any conflict of interest as defined by Article 14, Sections 8461 and 8463.  

(2) [ Name of third-party Vouchering Agent ] understands that under Article 14, Section 8463 [ Name of Jurisdiction ] is required to retain copies of all voucher applications with supporting documentation, voucher certificates processed by [ Name of third-party Vouchering Agent ]  and therefore agrees to provide this documentation to [ Name of Jurisdiction ] by complying with the following terms:
[Zone to insert its expectations regarding timeframes, delivery method, etc.]

The Vouchering Agent is required to use the State provided template for the Voucher Application and the Voucher Certificate.  (See http://www.hcd.ca.gov/fa/ez/vouchering.html)
[bookmark: _GoBack]												
(3) [Name of third-party Vouchering Agent] understands and agrees to comply with Article 2 of the Code requiring the remittance of a $15 fee to the Department for each application for voucher certificate it accepts.  The Vouchering Agent must comply with the procedure outlined in Section 8433; and must use the reporting template and report delivery process provided by the Department.  (See Management Memo 12-02 http://www.hcd.ca.gov/fa/ez/policies.html ).

(4) Failure to adhere to delivery of reports and fees may result in immediate suspension of the issuance of vouchers by the Vouchering Agent.


Additional Agreement Components for Jurisdictional Consideration:

· Jurisdictional Monitoring of third-party, compliance
· Terms for Vouchering Fees charged by the Vouchering Agent and/or fee sharing with the jurisdiction.
· Website maintenance requirements
This document is meant to serve as a sample and to suggest some of the verbiage that should be considered when drafting an agreement with a third-party agent.  Jurisdictions are strongly advised to consult legal counsel before entering into and third-party agreements.


ATTACHMENT C
Application Log
(State Recommended)

	Date Received
	Company Name
	Employee Name
	Determination
	Voucher Certificate

	
	
	
	Approved
	Denied
	Number Assigned
	Date of Issuance
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