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To Governor M. Jodi Rell and Members of the General Assembly:

In accordance with Public Act 05-191, the Department of Economic and Community
Development (DECD) submits its first comprehensive annual report on the department'’s
economic, community and housing development activities for the period of July 1, 2004
through June 30, 2005. This document is a consolidation of more than thirteen statutory
reports into one annual report. It seeks to expand upon the same information and
analyses DECD has provided in the past, but in separate reports. This report also
outlines the agency's progress in all our areas of responsibility.

When reading this report, it is important to note that it specifically covers the
department’s activities, efforts, performance and impact for the state fiscal year 2004-
2005 and represents the agency as it was as of June 30, 2005. As is true for all modern
organizations, DECD is a dynamic entity that is constantly evolving to meet the needs of
its customers and to address the challenges of an ever-changing world. So far in fiscal
year 2005-2006, DECD has modified its internal structure, separated its recruitment
function from its industry cluster efforts and merged it with the agency's Office of
Business and Industry Development. The agency has also created the Office of
Insurance and Financial Services located in the newly recast and refocused Office of
Strategic Competitiveness (formerly the Office of Industry Clusters and Business
Recruitment).

DECD is the state's lead economic development, community development and housing

development agency, and as such has a very broad mandate and constituency. DECD’s

mission is to develop and implement strategies to attract and retain businesses and jobs,

revitalize neighborhoods and communities, ensure quality housing and foster

appropriate development in Connecticut’s towns and cities. We have several line offices

dedicated to fulfilling the agency’s mission:

= The Office of Business and Industry Development promotes in-state business and
economic development, as well as out-of-state business recruitment, through use of
tax credits, financial and technical assistance, and enterprise zones.

= The Office of Strategic Competitiveness manages the agency’s Next Generation
Competitiveness Strategy, including all industry cluster development activities.
Included in this is the Office of BioScience that facilitates the growth of existing
Connecticut bioscience companies, encourages new company formation, and works
to make the state's policies and programs conducive to bioscience growth.

= DECD's International staff is dedicated to attracting foreign direct investment to
Connecticut and helping companies take advantage of export opportunities in the
global marketplace.
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= The Office of Infrastructure and Real Estate provides engineering, architectural and
construction management services, as well as financial oversight for large-scale real
estate development, including industrial park development and brownfield
redevelopment, making the best use of Connecticut's land and other material
resources, a key to successful economic development.

» The Office of Housing Finance promotes housing development through financial and
technical assistance using both state and federal resources.

= The Office of Municipal Development provides municipalities and non-profits with
financial and technical assistance for community development activities with a
special focus on building strong neighborhoods.

This new comprehensive annual report covers topics ranging from the social and
economic impact of DECD programs to a listing of DECD-funded community and
economic development and housing projects. The primary goal of this comprehensive
overview of the agency is to provide policymakers, and the various constituencies
served by the agency, with a greater understanding of the varied and complex nature of
DECD's responsibilities with regard to the state’s economic and community development
and housing mandates, mission, activities and initiatives.

Prior to this report's existence, DECD had more than thirteen mandated reports, each
narrowly focused on one aspect of the agency's operations. These reports, taken in
isolation, rendered an incomplete and at times distorted picture of the agency and its
contributions to the state’s economy and quality of life. DECD has a broad mandate and
a diverse constituency and the agency's actions, initiatives and investments have broad
and diverse impacts. Historically, legislative, media and public attention focused almost
exclusively on the job creation and retention performance of the agency’s business
assistance portfolio which accounts for only a portion of our portfolio.

The agency, much like the challenges it was created to address, is complex and not
easily explained or quantified. It is my hope that this report will clearly illustrate that all of
the agency's actions, programs, initiatives and investments lead to employment
opportunities for the citizens of our state. Whether it's in the area of affordable housing
development and preservation, community development, environmental protection,
brownfield remediation, municipal assistance, economic development or business
assistance, DECD's contributions to job creation and retention extend far beyond those
made by the agency'’s direct financial assistance to Connecticut businesses. For
example, DECD makes affordable housing development and infrastructure investments,
provides tax credit, brownfield remediation, export, municipal assistance and technical
assistance programs and supports industry cluster development. All of these activities
create and support employment opportunities in Connecticut and build stronger
communities.

This is exactly why we submitted legislation consolidating DECD’s statutory reporting
requirements during the 2005 legislative session. In this report you will see the



Page Three
February 1, 2006

connection between DECD’'s diverse mandates and all of the agency's actions,
programs, initiatives and investments.

| am proud of our accomplishments and | hope this consolidated report provides all of
Connecticut’s policymakers with a clearer understanding of what we do and how we do
it. If you should have any questions concerning this report, please contact Joseph Oros,
Legislative Program Manager at (860) 270-8186.

ZAbromaitis
ommissioner

Enclosure
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|. Description of the Report

The Department of Economic and Community Development (DECD) is the state’'s lead
economic development, community development and housing development agency, and as
such has a very broad mandate and constituency. This is the first comprehensive report that
examines the agency’s multiple functions and responsibilities and evaluates the performance of
the programs operated by the department. The primary goal of this comprehensive overview of
the agency is to provide policymakers and the various constituencies served by the department
with a greater understanding of the multiple statutory obligations and policy objectives for which
the department is responsible.

This document is a consolidation of humerous statutory reports into one annual report. It seeks
to expand upon the same information and analyses DECD has provided in the past, but in
separate reports. Under P.A. 05-191 the Department must submit this new report to the
Governor and the Legislature each February 1% beginning in 2006. Within 30 days after
submission, DECD must post the report on its website. Previous reports were also due
annually, but were narrowly focused, repeated information, were submitted at different dates,
and went to various agencies such as the state auditors, different legislative committees and the
Office of Policy and Management.

The new annual report covers topics ranging from the social and economic impact of DECD
programs to a listing of DECD-funded community and economic development and housing
projects. Several reporting requirements have been expanded over what was previously
required and can be found in this new document.

Reason for the Report:

During the 2005 legislative session, DECD submitted legislation requesting that the agency’s
numerous statutorily mandated reports be consolidated into a single agency annual report. The
legislation became P. A. 05-191, An Act Consolidating Department of Economic and Community
Development Reports.

Prior to the production of this report, DECD’s multiple activities were reported to the Legislature
by way of numerous focused (and often duplicative) reports. Because these reports were often
specifically focused on a single activity, program or constituency, the overall purpose of the
agency’s broad mandate was not made clear. In many cases, the data presented by some of
these past reports has often led to distorted interpretations of the agency’s asset utilization,
annual activity and performance. These past reports also failed to capture the larger picture of
DECD’s mission due to their limited context.

It is hoped that this new report will provide a better understanding of the varied and complex
nature of DECD’s responsibilities with regard to the state’s economic and community
development and housing mandates, mission, activities, initiatives.

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005



II. Overview of the Agency

A. HISTORY OF THE DEPARTMENT OF ECONOMIC AND COMMUNITY
DEVELOPMENT:

e In 1967, the Connecticut Legislature created the Department of Community Affairs
(DCA) that had responsibility for planning, community development and housing
development activities (P.A. 67-522).

o In 1973, The Department of Commerce was created when the Connecticut Development
Commission was separated into the Department of Commerce (a state agency) and the
Connecticut Development Authority (CDA, a quasi-public agency) (P.A. 73-599).

e In 1977, a general reorganization of state government resulted in the name of the
Department of Commerce being changed to the Department of Economic Development
(DED) (P.A. 77-614). The Executive Reorganization Act of 1977 also abolished DCA
and transferred its housing responsibilities to the newly established Department of
Economic Development.

e In 1979, the Department of Housing (DOH) was created under P.A. 79-598 as a cabinet-
level agency and became the lead agency for all housing matters in the state.

e In 1995, the Connecticut Legislature passed P. A. 95-250 that consolidated the
Department of Housing (DOH) with the Department of Economic Development (DED).
The new agency was named the Department of Economic and Community Development
(DECD) and became the lead agency for all housing, economic and community
development matters in the state.

e In May 2002, in a special session of the Connecticut General Assembly, the Legislature
authorized the transfer of housing assets from DECD to the Connecticut Housing
Finance Authority (CHFA) in return for $85,000,000 (P.A. 02- 5). These funds were used
to reduce the budget shortfall for the state.

e In January 2003, DECD and CHFA entered into a memorandum of understanding
(MOU) to carry out the transfer of housing assets. Under the agreement, on July 1,
2003, all servicing, administration and income from the housing assets belonged to
CHFA. However, the Commissioner must still approve any property dispositions.

e The Commissioner of DECD retains his statutory power to approve or reject any sale,
lease or transfer of any housing asset transferred to CHFA. Under an agreement with
the Office of Policy and Management, existing staff was reassigned to other duties within
the department.

e In August 2003, P. A. 03-6 transferred the Tourism and Film Offices from DECD to the
newly formed Connecticut Commission on Culture and Tourism (CCT).

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005



The Evolution of Connecticut's Economic, Community and Housing Development Agency

1967
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(DED) Development P.A. 02-5 Culture ad Tourism
P.A. 77-614 (DECD) P.A. 03-6
P.A. 95-250
The DCA is
Abolished. Its
Housing
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B. MISSION:

Agency Description:

The Department of Economic and Community Development develops and implements policies,
strategies and programs to enhance Connecticut's communities including the business and
housing environments. The Commissioner and/or his designee represent DECD on
approximately 73 economic, community and housing development related boards and
commissions throughout Connecticut.

Agency’s Mission:

DECD is in the business of creating opportunities in housing, community development and
economic development. It develops and implements strategies and programs to attract and
retain businesses and jobs, revitalize neighborhoods and communities, ensure quality
affordable housing, and foster appropriate development in Connecticut’s towns and cities.

The agency ‘s administrative functions, which include its business and fiscal functions, human
resource functions, and managerial oversight, are designed to support the execution and
fulfillment of the agency’s mission. The addition of Administration to the aforementioned core
responsibilities completes the overall mission capability of the agency.

C. STRUCTURE/ORGANIZATION:

The agency employed 141 people in fiscal year 2004-2005. The agency’s total administrative
budget for that period was $14,987,436.

During fiscal year 2004-2005, DECD had eight functional subdivisions or “Offices” including the
Office of the Commissioner, the Office of Finance and Administration, the Compliance Office,
Planning and Program Support, the Office of Housing Finance, the Office of Municipal
Development, the Office of Infrastructure and Real Estate, the Office of Industry and Business
Development, and the Office of Industry Clusters and Business Recruitment.

Agency Offices fall into two categories: line or administrative. Line Offices administer agency
programs and deliver agency services. Administrative Offices support the activities of the Line
Offices. Line Offices are further defined by their functional area(s).

AGENCY OFFICES:
1. Office of the Commissioner:

a. Legal Services
The Legal Services staff are responsible for providing legal services to the
Commissioner and the agency'’s offices. It also oversees the agency’s responsibilities
under the Freedom of Information Act, staffs the role of Ethics Liaison Officer
designated under P. A. 05-287, sec. 35(b) and provides a point of contact for the
Office of the Attorney General and the Office of State Ethics.

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005
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b. Communications and Government Relations
The Communications and Government Relations staff are responsible for all
legislative, regulatory, public relations, marketing and promotions associated with the
agency.

C. Internal Auditor
The Internal Auditor reports directly to the Commissioner and independently
evaluates the adequacy, effectiveness and efficiency of the systems of control within
the agency and the quality of ongoing operations.

d. International Trade and Export Assistance
The International Trade and Export Assistance staff serves as the lead facilitator and
strategic catalyst of international activity within the state. The mission of this office is
to advance a customer-focused export development initiative that helps Connecticut
companies to enter the exporting arena or expand their current export efforts.

e. Human Resources
The Human Resources is responsible for the agency’s Affirmative Action plan and
provides assistance to all DECD offices in all personnel matters. This includes
training and staff development, labor relations, workplace diversity, workplace safety,
personnel policy and directives.

f. Agency Operations
The Agency Operations Officer assists the Commissioner’'s Office with the overall
internal operations of the agency.

g. Workforce Development
The Workforce Development Director provides the Office of the Commissioner with
policy advice, and serves as a contact with other state, quasi-public and federal
agencies and workforce development boards to promote the linkage between
economic and workforce development.

Office of Industry Clusters and Business Recruitment (OICBR)

OICBR (now known as the Office of Strategic Competitiveness, OSC) is responsible for the
continued development of the agency’'s Next Generation Competitiveness Strategy,
including the work of Industry Clusters. This strategy involves a decision to strategically
invest a portion of the state’s economic development resources in certain industry clusters
and crosscutting issues associated with improving the state’s business environment. The
Office of BioScience, within OSC, was created to provide dedicated technical assistance to
those businesses involved in bioscience; a new Office of Insurance and Financial
Services, also within OSC, will do the same for insurance and financial services. As noted
above, as of the publication of this report, business recruitment functions have been moved
to OBID, so that OSC can focus its work to diversify Connecticut's economic base and
strengthen our competitiveness in the global economy by supporting Connecticut's key
industries. OSC works on improving the competitiveness of businesses within these
industries, thereby boosting Connecticut's economy.

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005
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Office of Business and Industry Development (OBID)

OBID is the agency’s statewide marketing and investment arm, and its central advocate for
business and economic development. This office is responsible for project management of
DECD-funded business and economic development projects and the delivery of DECD
business and economic development support services. OBID is the principal point of contact
for both Connecticut companies and out-of-state businesses seeking assistance from the
state. As of the publication of this report, OBID is charged with business recruitment, and
brings together all available resources to provide client-driven, customized packages of
benefits and assistance to businesses that are considering relocating their out-of-state
operations to Connecticut or expanding their existing operations in Connecticut. The Office
of Small Business is housed within OBID.

Office of Infrastructure and Real Estate (OIRE)

OIRE is the primary agency contact for large-scale real estate development and brownfield
revitalization projects statewide. This office manages a variety of agency funded real estate
initiatives, collaborating with municipalities, developers, business, and housing clients to
manage real estate development projects. OIRE also provides engineering and technical
assistance to other offices of the agency in the areas of project feasibility, environmental
remediation, architectural review, construction monitoring and civil engineering. All agency
environmental regulatory obligations, such as the Connecticut Environmental Policy Act
(CEPA) and the National Environmental Policy Act (NEPA), are also managed through this
office.

Office of Municipal Development (OMD)

OMD is the agency’s statewide marketing and investment arm, and its central advocate for
community development. This office is responsible for project management of DECD state
and federally funded community development projects. OMD is the principal point of contact
for Connecticut's municipalities and non-profits seeking financial and technical assistance
from the state for community development activities.

Office of Housing Finance (OHF)

OHF is the agency’'s housing investment arm and its central advocate for housing
preservation and development. This office is responsible for project management of DECD-
funded housing development projects and is the principal point of contact for Connecticut
housing developers seeking assistance from the state. OHF provides financial assistance in
the planning and implementation of housing development projects throughout the state.

Compliance Office and Planning/Program Support (COPS)

COPS is responsible for long-term compliance monitoring to assure adherence to statutes,
regulations and assistance agreements for community, housing and economic development
activities funded by the department. This office is also charged with the financial reviews of
community, housing and economic development projects to be funded by the department
and administers housing programs used to support other developments financed by the
department. COPS is also responsible for research and the development and the
implementation of policies and strategies that support the agency’s mission and administers
housing support programs.

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005
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8. Office of Finance and Administration (OFA)
OFA plans, organizes and coordinates the fiscal and administrative functions that support
the department’s activities. One of the top priorities is developing and maintaining a
technology-based information management system consistent with industry standards. OFA
also manages all activities in the Connecticut Building at the Big E on behalf of the
department.

AGENCY OFFICES BY FUNCTIONAL AREA:

Administrative Offices:

e Office of the Commissioner:

e Office of Finance and Administration

¢ Compliance Office and Planning/Program Support

Line Offices:

Housing Development - The following offices are responsible for DECD functions related to
Housing Development:

e Office of Housing Finance

e Office of Municipal Development

e Office of Infrastructure and Real Estate

e Compliance Office and Planning/Program Support

Community Development - The following offices are responsible for DECD functions related to
Community Development:

e Office of Municipal Development

o Office of Infrastructure and Real Estate

e Compliance Office and Planning/Program Support

Economic Development - The following offices are responsible for DECD functions related to
Economic Development:

e Office of the Commissioner:

o Workforce Development

o0 International Trade and Export Assistance

Office of Business and Industry Development

Office of Industry Clusters and Business Recruitment

Office of Infrastructure and Real Estate

Compliance Office and Planning/Program Support

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005

7



Agency Organizational Chart

As of June 30, 2005
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AGENCY BUDGET FISCAL YEAR 2004-2005:

Personal Services $ 6,154,384
Other Expenses $ 1,826,045
Equipment $ -
Other Current Expenses $ 569,333
GRANT PAYMENTS-OTHER THAN TOWNS $ 7,986,262
GRANT PAYMENTS-TO TOWNS $ 4,886,112
AGENCY TOTAL - GENERAL FUND $ 21,422,136
Carry Forward-FY 05 Lapse $ 374,011
Carry Forward Additional FY 05 Appropriation
Special Non-Appropriated Funds $ 5,789,289
Bond funds $ 1,549
Private Contributions $ 601,605
Federal Contributions $ 34,928,867
Total Additional Funds $ 41,695,321
Agency Grand Total $ 63,117,456

General Fund

Personal Services $ 934,654

Other Expenses $ 801,197
Grant Payments- Other Than Towns
Entrepreneurial Center $ 142,500
Total - General Fund $ 1,878,351
Federal Contributions

Fed Contaminated Property RLF Brownfields $ 166,681
Total - Federal Contributions $ 166,681
Additional Funds Available
Carry Forward Funding $ 374,011
Special Non-Appropriated Funds $ 2,450,755
Bond funds $ -
Private Contributions $ 574,634
Total-Additional Funds Available $ 3,399,400

Total- All Funds 72001 $ 5,444,432

Connecticut Department of Economic and Community Development
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Permanent Full-Time Positions GF/OF
General Fund
Personal Services $ 484,145
Other Expenses $ 309,037
Total - General Fund $ 793,181
Federal Contributions $ -
COMM.DEV.BLOCK GRANT $ 11,682,399
COMM.DEV.BLOCK ADMIN $ 873,866
SECTION 8 Reserve $ 131,347
Total - Federal Contributions $ 12,687,612
Additional Funds Available
Special Non-Appropriated Funds $ 228,719
Bond funds $ 1,549
Private Contributions $ 6,460
Total-Additional Funds Available $ 236,728
Total - All Funds 74001 $ 13,717,521
Permanent Full-Time Positions GF/OF
General Fund
Personal Services $ 585,034
Other Expenses $ 191,022
Equipment
Elderly Rental Registry and Counselor $ 569,333
Grant Payments- Other Than Towns
Subsidized Assisted Living Demonstration $ 854,300
Congregate Facilities Operation Costs $ 5,029,671
Housing Assistance & Counseling $ 560,000
Elderly Rent Subsidy $ 1,399,791
Grant Payments- To Towns
Tax Abatement $ 2,131,112
Payment in Lieu of Taxes $ 2,755,000
Total - General Fund $ 14,075,263
Federal Contributions
LOWER-INCOME HSG Sec 8 New Const Subs Rehab- Admin $ 12,479
LOWER-INCOME HSG Sec 8 New Const Subs Rehab $ 10,446,612
HOME $ 9,649,001
HOME ADMINISTRATIVE EXP $ 870,888

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005
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SHELTER PLUS CARE GRANT
COMM.DEV.BLOCK ADMIN
Total - Federal Contributions
Additional Funds Available
Carry Forward Funding
Special Non-Appropriated Funds
Bond funds
Private Contributions
Total-Additional Funds Available

Total - All Funds 51005

$ 79,961

$ 36,910
$ 21,095,851
$ -
$ 2,602,799
$ -
$ 2,602,799
$ 37,773,913

General Fund
Personal Services
Other Expenses
Equipment
Total- General Fund
Federal Contributions
HOME ADMINISTRATIVE EXP

SECTION 8 RESERVE
SHELTER PLUS
COMM.DEV.BLOCK ADMIN
Total - Federal Contributions
Additional Funds Available
Carry Forward Funding
Special Non-Appropriated Funds
Bond funds
Private Funds
Total-Additional Funds Available

Total - All Funds 14000

LOWER-INCOME HSG Sec 8 New Const Subs Rehab- Admin

4,150,551
524,789

4,675,340

BB B B

376,784
342,726
49,573
5,948
203,691
978,722

R E I A O R A

507,016

20,511
527,527
6,181,589

AP B B B B

TOTAL ALL FOUR PROGRAMS

$ 63,117,456
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BOND FUNDS: FUND BALANCE FY 04-05 BALANCE COMMITMENTS NET
As of 7/1/04 ACTIVITY AVAILABLE Y '04-05 AVAILABLE
+1() . BC BALANCE
APPROVAL S OF 6/30/05
e RLF (USE/
RETURN)
s BCCAP
MANUFACTURING ACT (MAA)
AUTHORIZATIONS:
FY '00-01 $ 3,117,306 |$ - |8 3,117,306 |$ 3,117,306($ -
FY '01-02 $ 30,000,000 |$ - |$ 30,000,000 |$ 1,732,694|$ 28,267,306
FY '03-04 ($10M AUTHORIZATION RESCINDED) $ - |8 - |3 - |s -1$ -
MAA - UBS WARBURG $ 20,000,000 |$ - |$ 20,000,000 |$ -|$ 20,000,000
BC CAPITALIZATION (BC 9/28/01) INDUSTRY CLUSTERS $ 842,000 |$ - |3 842,000 |$ 50,000($ 792,000
BC CAPITALIZATION (BC 11/20/03) MAA $ 2,000,000 |$ - |3 2,000,000 |$ 580,000($ 1,420,000
BC CAPITALIZATION (BC 9/27/02) MAA $ 376,500 |$ - |3 376,500 |$ 370,000($ 6,500
CDA SEAMLESS DEALS (BC 9/28/01) $ 5,740,000 |$ - |3 5,740,000 |$ -|$  5740,000
MAA - DEFENSE DIVERSIFICATION $ - |8 - |3 - |3 -1$ -
RESERVES - DECOMMITTED (GRANT) $ 709,846 |$ - |3 709,846 |$ -1$ 709,846
RESERVES - DECOMMITTED (LOAN) $ 2,836,912 |$ 4,000,000 |$ 6,836,912 |$ 5,900,000($ 936,912
RESERVES - DECOMMITTED - BC CAP LOAN $ 155,000 |$ L 155,000 | $ -1$ 155,000
RESERVES - DECOMMITTED - BC CAP GRANT $ 1 (s - |8 1)$ -1$ 1
SUB-TOTAL $ 65,777,565 |$  4,000000 |$ 69,777,565 |$ 11,750,000($ 58,027,565
REVOLVING FUND (MAA)
BC CAPITALIZATION $ - |8 - |3 - |3 -1$ -
PRINCIPAL & INTEREST $ 28,436,027 [$ 7,599,213 |$ 36,035,240 |$ 3,122,920[$ 32,912,320
TOTAL $ 94213592 [$  11,599.213 |$  105812,805|$ 14,872,920[$ 90,939,885
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BOND FUNDS: FUND BALANCE FY 04-05 BALANCE COMMITMENTS NET
As of 7/1/04 ACTIVITY AVAILABLE FY '04-05 AVAILABLE
+1() BALANCE
AS OF 6/30/05
ENERGY CONSERVATION LOANS
PRINCIPAL (DOH) $ 576,428 |$ 24,881 |$ 601,309 | $ -$ 601,309
PRINCIPAL (DED) $ 4,448,923 |$ 1,903,565 |$ 6,352,488 | $ 1,862,000 | $ 4,490,488
TOTAL $ 5,025,351 [$ 1,928,446 |$ 6,953,797 |$ 1,862,000 |$ 5,091,797,
URBAN ACTION
AUTHORIZATIONS:
FY '03-04 DECD ($7M AUTHORIZATION RESCINDED) $ - $ - % - 1% -$ -
FY '04-05 OPM $ - $ 20,250,415 |$ 20,250,415 |$ 20,250,415 | $ =
FY '04-05 OPM - ADMIN $ - |8 375,000 |$ 375,000 | $ 375,000 | $ =
RESERVES (OPM) $ 5,506,784 |$ 283,221 |$ 5,790,005 | $ 5,506,783 | $ 283,222
RESERVES (DECD) $ 1,435,802 |$ 18,517 |$ 1,454,319 |$ 1,435,802 |$ 18,517
TOTAL $ 6,942,586 |$ 20,927,153 |$ 27,869,739 |$ 27,568,000 | $ 301,739
NAUGATUCK VALLEY REV. FUND
PRINCIPAL & INTEREST $ 1,933,360 |$ 9,874 |$ 1,943,234 |$ 348,959 | $ 1,594,275
DRY CLEANING $ 3,396,515 |$ 800,124 |$ 4,196,639 | $ 283,633 |$ 3,913,006
OTHER PRIOR BF RESERVES $ 510,534 |[$ - % 510,534 |$ -$ 510,534
S.T.E.A.P. (Small Town Economic Assistance Program)
FY 04-05 $ - % 11,914,636 |$ 11,914,636 | $ 11,914,636 | $ =
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BOND FUND STATUS REPORT Continued
BOND FUNDS: FUND BALANCE FY 04-05 BALANCE COMMITMENTS NET
As of 7/1/04 ACTIVITY AVAILABLE FY '04-05 | AVAILABLE
+/1() BALANCE
AS OF 6/30/05
HOUSING ASSISTANCE BOND FUND (HABF)
AUTHORIZATIONS:
FY '98-99 SA 97-1, SEC 28-31 $ 83,723 |$ - % 83,723 |$ 83,723 (% =
FY '98-99 SA 01-02 JSS, SEC 85, SUPP. HSG. $ 6,192,500 |$ - |8 6,192,500 | $ 5,166,277 |$ 1,026,223
FY '99-00 PA 99-242, SEC 9 $ 963,200 |$ - % 963,200 | $ 672,000 | $ 291,200
FY '00-01 PA 99-242, SEC 28 $ 718,000 |$ - |8 718,000 | $ 450,000 | $ 268,000
FY '02-03 SA 01-2, JSS, SEC. 23-26 $ 100,000 |$ - % 100,000 | $ - 1% 100,000
FY '04-05 SA 04-2, SEC 9(a) $ 15,000,000 |$ - |8 15,000,000 | $ 1,000,000|$ 14,000,000
FY '04-05 SA 04-2, MSS, SEC 9(a)&106, WTBY. CONG. $ 2,500,000 |$ - % 2,500,000 | $ - 1% 2,500,000
FY '04-05 SA 04-2, MSS, SEC 9(a)&106, SUPP. HSG. $ 3,000,000 |$ - |8 3,000,000 | $ - 1% 3,000,000
* CONTINGENCY FUNDS (1801) - BC APP. 6/24/94 $ 218,486 |$ - % 218,486 |$ - % 218,486
RESERVES (1801/1802) $ 1,059,792 |$ 3,294,088 |$ 4,353,880 | $ - % 4,353,880
TOTAL $ 29,835,701 |$ 3,294,088 |$ 33,129,789 |$ 7,372,000 | $ 25,757,789
HRRLF (HSG. REPAY'T & REV. LOAN FUND)
PRINCIPAL & INTEREST $ 8,183,361 |$ 6,009 |$ 8,189,370 | $ 268,728 [$ 8,458,098
RESERVES (1601-090) $ 50,708 |$ 44,448 |$ 95,156 | $ - % 95,156
BF CONSOLIDATION 1602-050 $ 45,008 |$ 612 |$ 45,620 |$ -8 45,620
* CONTINGENCY FUNDS (1601-080) - BC APP 3/31/95 $ 6,000 |$ - % 6,000 | $ - 1$ 6,000
TOTAL $ 8,285,077 |$ 51,069 |$ 8,336,146 | $ 268,728 ($ 8,604,874
OTHER - PRIOR BF (HOUSING) RESERVES (RESTRICTED) $ 826,473 [$ - % 826,473 |$ - 1$ 826,473
GRAND TOTAL $ 150,969,189 |$ 50,524,603 |$ 201,493,792 |$ 64,490,876 |$ 137,540,372
* These funds can be used to provide additional funding to projects previously approved by State Bond Commission (up to $100K and no more than 10% of allocation). The eligible
programs are: Rental Rehab, LBLT, LEC, MHA, HH, Cong., HE, AH, and MR.
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D. PROGRAM INVENTORY:

DECD Programs and Services:

Under the provisions of Section 8-37r and 32-1b of the Connecticut General Statutes, DECD is
designated the lead agency responsible for community, economic and housing development,
including the preparation of the HUD Consolidated Plan.

DECD offers programs to improve the human environment, to promote job creation, and to
develop and revitalize housing, neighborhoods and communities in Connecticut. DECD staff
members manage projects and coordinate programs to assist companies, developers and
municipalities with business development assistance, community development projects,
brownfield redevelopment and housing assistance. The following is a brief description of DECD
programs and services:

Business Programs and Services:

Dry Cleaning Establishment Remediation Fund provides grants to eligible dry cleaning
business property owners and operators for the assessment, cleanup, containment, or
mitigation of pollution due to chemicals used in dry cleaning. Administered by the Office of
Infrastructure and Real Estate.

Economic Development and Manufacturing Assistance provides loans and loan guarantees
to businesses for job retention or expansion, funding and tax credits for new machinery or
equipment, acquisition of real property, infrastructure improvements and renovation or
expansion of facilities. Administered by the Office of Business and Industry Development and
the Office of Infrastructure and Real Estate. Grants are provided under this program to
municipal clients for planning, real estate development projects and site preparation through the
Office of Infrastructure and Real Estate.

Executive Education Alliance provides rapidly growing inner city entrepreneurs with the
advanced business skills necessary for continued success in a competitive economy.
Administered by the Office of Strategic Competitiveness.

Enterprise Zone Program provides benefits (including incentives, tax credits and deferrals) to
designated areas in Targeted Investment Communities for business relocation/expansion
projects within the zone. Eligible businesses include manufacturers, warehouse distributors
(new construction/expansion only) and certain designated service-related businesses.
Administered by the Office of Business and Industry Development.

Export Assistance provides assistance for Connecticut companies entering the global market,
including foreign market analysis, international trade and market data and export statistics.
Administered by International Trade and Export Assistance in the Office of the Commissioner.

Industrial Parks Program provides planning and development funding assistance statewide to
renovate or demolish vacant industrial buildings, and to assist municipalities to develop
industrial and business parks. Administered by the Office of Infrastructure and Real Estate.

Inner City 10 highlights and celebrates 10 of the fastest growing, privately owned companies
located in inner cities throughout Connecticut. Administered by the Office of Strategic
Competitiveness.
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Inner_City Business Strategy Loan Guarantee Program is a loan guarantee program for
eligible businesses that conduct business in key industries located in one of five eligible cities
(Bridgeport, Hartford, New Britain, New Haven and Waterbury). Administered by the
Community Economic Development Fund with oversight by DECD through the Compliance
Office and Planning/Program Support.

Insurance Reinvestment Fund Credit provides tax credits for investments made in
Connecticut companies engaged in the insurance business or providing services to insurance
companies. Administered by the Compliance Office and Planning/Program Support.

Micro Loan Guarantee Program for Women and Minority Owned Businesses is a special
loan guarantee program, offered in conjunction with the Community Economic Development
Fund, that helps women- and minority-owned businesses obtain flexible financing for startup of
a new business or the growth of an existing one. Administered by the Community Economic
Development Fund with oversight by DECD through the Office of Business and Industry
Development.

Naugatuck Valley Revolving Loan provides funding for manufacturers and eligible wholesale
distributors of certain Connecticut communities for acquisition, construction, renovation,
rehabilitation and purchase/installation of equipment and machinery. Administered by the Office
of Business and Industry Development.

National Foundation for Teaching Entrepreneurship (NFTE) Program teaches
entrepreneurship to young people from low-income communities to enhance their economic
productivity by improving their business, academic and life skills. NFTE’s strategy for achieving
this mission is to partner with schools, universities and community-based organizations; to
create innovative, experiential curricula, to train and support teachers and youth workers and to
provide supportive alumni services. Coordinated by the Office of Strategic Competitiveness.

Research provided by the department is a central source of economic and demographic
information about the State of Connecticut, its towns, its regions, and neighboring areas. DECD
publishes numerous informative demographic, economic and housing publications annually,
either online or in print form, or both. Provided by the Compliance Office and Planning/Program
Support.

Office_of Small Business helps small businesses in securing financing, entrepreneurial
training, technical business assistance and contract opportunities. Administered by the Office of
Business and Industry Development.

Small Cities Community Development Block Grant Program (CDBG) provides federally
funded grants annually on a competitive basis to eligible municipalities to use in revitalizing
neighborhoods, expanding affordable housing and economic development opportunities, and/or
improving community facilities and services. Administered by the Office of Municipal
Development and the Office of Infrastructure and Real Estate.

Special Contaminated Property Remediation and Insurance Fund (SCPRIF) is a brownfield
revitalization program that provides loan assistance with investigating the environmental
conditions of a site to ultimately encourage redevelopment that is beneficial to the community.
Administered by the Office of Infrastructure and Real Estate.
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Surplus Property Program examines excess state land holdings, or interests therein, for use
as transitional facilities for the homeless and/or for the construction or rehabilitation of housing
for families with low and moderate incomes. Administered by the Office of Infrastructure and
Real Estate.

Turnaround Management Assistance provides technical assistance for businesses
experiencing significant difficulties. Coordinated by the Office of Business and Industry
Development.

Urban Action Grant Program provides funds to improve and expand state activities that
promote community conservation and development and improve the quality of life for urban
residents of the state. Administered by the Office of Municipal Development and the Office of
Infrastructure and Real Estate.

Urban Sites Remedial Action Program is the state’s primary brownfield redevelopment
program that provides funds for site investigations, remedial action plans and implementation of
the site remediation. This program is co-managed with the Department of Environmental
Protection and is administered by the Office of Infrastructure and Real Estate.

Urban and Industrial Site Investment Tax Credit Program provides tax credits of up to 100%
of an investment made by an eligible investor in an urban or industrial site development project.
Investments must be certified by DECD in order to be eligible. Administered by the Office of
Business and Industry Development and the Office of Infrastructure and Real Estate. Economic
Impact Analyses and financial analyses prepared by the Compliance Office and
Planning/Program Support.

Workforce Development promotes the linkage between economic and workforce development
on behalf of the department, provides the Office of the Commissioner with policy advice, and is
a liaison with other state, quasi-public and federal agencies and workforce development boards.
Workforce Development technical assistance provides employers with information regarding
workforce development and education and training programs and services; provides workforce
development organizations and educational institutions with information about the needs of
industry and creates linkages between economic development strategies and workforce
development programs, policies and strategies. Coordinated by the Office of the
Commissioner’'s Workforce Development Director.

Housing Programs and Services:

Affordable Housing Appeals List DECD annually promulgates a list containing each
municipality in the state and identifying those municipalities in which at least ten percent (10%)
of all dwelling units in the municipality are considered “affordable” because they are:
governmentally-assisted housing; have mortgages currently financed by Connecticut Housing
Finance Authority; or are subject to deeds containing covenants or restrictions which require
that such dwelling units be sold or rented at, or below, prices which will preserve the units as
affordable housing, as defined in section 8-39a of the Connecticut General Statutes, for persons
and families whose income is less than or equal to eighty (80%) percent of the area median
income. Prepared by the Compliance Office and Planning/Program Support.

Affordable Housing Program (FLEX) provides financial assistance for a variety of housing
development activities, expands the state’s ability to serve the needs of housing applicants
(municipalities, nonprofit organizations, local housing authorities and for-profit developers), and

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005

17



allows the state to provide partial or “gap” financing. Administered by the Office of Housing
Finance with technical support from the Office of Infrastructure and Real Estate.

Congregate Facilities Operating Cost (Congregate) — Subsidy Program provides grants to
housing authorities and nonprofit corporations who own and/or operate state-financed
congregate rental housing for the elderly to offset the cost of social and supplementary services.
Administered by the Compliance Office and Planning/Program Support.

Elderly Rental Assistance Program provides rental assistance to low-income elderly persons
residing in DECD-assisted rental housing for the elderly. DECD contracts with not-for-profit
organizations as well as housing authorities that provide rental subsidies in accordance with an
approved contract. Administered by the Compliance Office and Planning/Program Support.

Elderly Rental Reqgistry and Counselor Program (also known as the Resident Service
Coordinator Program) provides grant funds to sponsors of DECD-assisted rental housing for
the elderly to hire a Resident Services Coordinator to perform an evaluation of all tenants.
Administered by the Compliance Office and Planning/Program Support.

Energy Conservation Loan Program provides low-interest loans to homeowners of one-to-
four-unit residential buildings for energy conservation. Loans are limited to borrowers with
incomes at or below 150 percent of the area median. Administered by the Office of Municipal
Development.

HOME Investment Partnership Program provides financial assistance to developers, housing
authorities and individuals for a variety of activities to develop and support affordable housing.
Administered by the Office of Housing Finance with technical support from the Office of
Infrastructure and Real Estate and the Compliance Office and Planning/Program Support.

Housing Assistance and Counseling Program — Assisted Living in _Federal Facilities
(ALFF) — Subsidy Program in a joint effort with the Department of Social Services and with the
assistance and direction of the Office of Policy and Management, develops and implements a
demonstration program that brings assisted living services to residents of four federal facilities.
These facilities, originally funded by the United States Department of Housing and Urban
Development under either the Section 202 elderly housing developments or Section 236 elderly
housing program, agreed to participate with DECD and the Department of Social Services in
providing assisted living services to their residents. Administered by the Compliance Office and
Planning/Program Support.

Moderate Rental PILOT (Payment In Lieu Of Taxes) Program provides grants to
municipalities in which DECD-assisted moderate rental housing developments are operated by
local housing authorities. This program is currently not open to new applicants and is
administered by the Compliance Office and Planning/Program Support.

Research provided by the department is a central source of housing and demographic
information about the State of Connecticut, its towns, its regions, and neighboring areas. DECD
publishes numerous informative demographic, economic and housing publications annually,
either online or in print form, or both. Administered by the Compliance Office and
Planning/Program Support.
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Section 8 New Construction/Substantial Rehabilitation (Section 8 NC/SR) — Federal
Project-Based Rental Subsidy Program provides project-based federal rental assistance to
35 projects throughout Connecticut. HUD provides Section 8 project-based assistance to public
housing authorities (PHAS) or private owners for up to 20 or 40 years after completion of the
construction or substantial rehabilitation of rental housing. Administered by the Compliance
Office and Planning/Program Support.

Small Cities Community Development Block Grant Program (CDBG) provides federally
funded grants annually on a competitive basis to eligible municipalities to use in revitalizing
neighborhoods, expanding affordable housing and economic development opportunities, and/or
improving community facilities and services. Administered by the Office of Municipal
Development with technical support from the Office of Infrastructure and Real Estate and the
Compliance Office and Planning/Program Support.

Tax Abatement Program is designed to assist in the financial feasibility of privately owned non-
profit and limited dividend low and moderate-income housing projects by providing
reimbursement for taxes abated up to $450 per unit per year for up to 40 years. The abatement
of taxes enables the owners to maintain the rents at an affordable level for the tenants.
Administered by the Compliance Office and Planning/Program Support.

Urban Action Grant Program provides funds to improve and expand state activities that
promote community conservation and development and improve the quality of life for urban
residents of the state. Administered by the Office of Municipal Development with technical
support from the Office of Infrastructure and Real Estate.

Community Development Programs and Services:

Connecticut _Main _Street Program provides funds to refurbish Connecticut's classic
downtowns by creating new storefront facades, renovating town greens, and making other
streetscape improvements, and is funded in part by DECD. Administered by the Office of
Municipal Development.

Economic Development and Manufacturing Assistance provides loans and loan guarantees
to businesses for job retention or expansion, funding and tax credits for new machinery or
equipment, acquisition of real property, infrastructure improvements and renovation or
expansion of facilities. Administered by the Office of Business and Industry Development and
the Office of Infrastructure and Real Estate.

Small Cities Community Development Block Grant Program (CDBG) provides federally
funded grants annually on a competitive basis to eligible municipalities to use in revitalizing
neighborhoods, expanding affordable housing and economic development opportunities, and/or
improving community facilities and services. Administered by the Office of Municipal
Development with technical support from the Office of Infrastructure and Real Estate and the
Compliance Office and Planning/Program Support.

Small Town Economic Assistance Program (STEAP), an Office of Policy and Management
program that is at times administered by DECD (for certain types of projects), provides funds for
economic development, community conservation and quality of life projects for towns that are
ineligible to receive Urban Act Funding. Administered by the Office of Municipal Development
and the Office of Infrastructure and Real Estate.
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Surplus Property Program examines excess state land holdings, or interests therein, for use
as transitional facilities for the homeless or for the construction or rehabilitation of housing for
families with low and moderate incomes. Administered by the Office of Infrastructure and Real
Estate and the Compliance Office and Planning/Program Support.

Urban Action Grant Program provides funds to improve and expand state activities that
promote community conservation and development and improve the quality of life for urban
residents of the state. Administered by the Office of Municipal Development and the Office of
Infrastructure and Real Estate.

Additional information on DECD programs is available in the appendix of this report and on the
agency’s website www.decd.org.
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lll. Economic Development Performance

A. ECONOMIC DEVELOPMENT INTRODUCTION:

This section begins with a review of the economic conditions that existed in fiscal year 2004-
2005 and is followed by a brief overview of economic development in Connecticut and DECD’s
economic development mission and strategic direction. DECD’s economic development and
business assistance investment standards and underwriting criteria are stated and defined as
are the measures and measurement methodology used to gauge the agency’s performance.

This section culminates with an analysis of the performance of DECD’s:
Business Assistance Portfolio

Business Recruitment Activities

International Trade And Foreign Direct Investment Activities
Industry Cluster Initiative

Enterprise Zone Program

Urban And Industrial Site Reinvestment Tax Credit Portfolio
Insurance Reinvestment Tax Credit Portfolio

Agency Supported Economic Development Organizations

B. CONNECTICUT'S ECONOMY DURING 2004-2005:

Following in the footsteps of a tenuous national recovery, the Connecticut economy faces a
number of challenges and opportunities in adjusting to an increasingly global market place.
Connecticut residents earn the highest income, yet poverty rates in the state continue to grow.
Connecticut boasts one of the most well trained labor forces in the country, yet its core
industries (insurance and manufacturing) continue to erode. While the complex development of
Connecticut’'s economy may leave onlookers with many questions, this summary seeks to
outline the data and trends behind the economy’s major drivers and lend some insight to their
interrelationships.

Demographics & Labor:

The demographic characteristics of a state offer a wealth of information about the participants
within the economy, and how their contributions and behaviors interact with the private and
public sectors. Not only a snap-shot of the current environment, the nature and distribution of a
state’s population holds keys to making good policy decisions for the years ahead.

Table 1 shows population in each of the counties of Connecticut as well as compared with the
rest of the New England region and the U.S. over the last five years. Connecticut’s population
is concentrated in its three most urban counties: Fairfield, Hartford, and New Haven. However,
every county has experienced population growth over the last four years.
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2000 2001 2002 2003 2004
Fairfield County 884,786 890,073 894,820 899,683 903,291
Hartford County 858,531 862,185 867,072 873,001 875,602
Litchfield County 182,665 184,431 186,414 187,961 189,246
Middlesex County 155,651 157,269 159,586 161,637 162,295
New Haven County 825,062 829,565 834,856 841,445 845,694
New London County 259,483 260,795 262,718 265,184 266,466
Tolland County 136,889 138,978 142,390 145,285 146,667,
\Windham County 109,195 109,947 111,150 112,764 114,343
Connecticut 3,412,262 3,433,243 3,459,006 3,486,960 3,503,604
Rest of New England 10,540,752 10,612,798 10,671,308 10,713,694 10,735,284

Source: U.S. Census

Table 2 tracks the change in major population age cohorts: 0-17 (school-age), 18-64 (working-
age) and 65+ (retirement-age) by county over the last five years. Looking at the cohorts as % of
county population, there is little shift in the composition of population distribution, except
possibly in a small transfer from the school-age cohort in many counties to the working-age
cohort. It is uncertain whether this change is led by migration, changes in birth rates, or simply

aging.

2000 As % 2001 As% 2002 As% 2003 As% 2004 As%
Fairfield
0-17 226,051 26%| 226,432 25%| 227,234 25% 228,087 25%| 229,833 25%
18-64 541,344 61%| 546,130 61% 550,277 61% 554,163 62%| 555,897 62%
65+ 117,391 13% 117,511 13% 117,309 13%] 117,433 13%]| 117,561 13%
Hartford
0-17 210,841 25%| 209,702 24% 209,164 24% 208,305 24% 207,986 24%
18-64 521,965 61%| 527,477 61% 533,085 61% 539,540 62% 542,161 62%
65+ 125,725 15%| 125,006 14% 124,823 14%| 125,156 14%]| 125,455 14%
Litchfield
0-17 44,859 25%| 44,479 24%) 44,126 24%| 43,644 23%| 43,236 23%
18-64 111,821 61% 113,712 62% 115,917 62%| 117,689 63%]| 119,111 63%
65+ 25,985 14%| 26,240 14%| 26,371 14%| 26,628 14% 26,899 14%
Middlesex
0-17 36,122 23%| 36,149 23%| 36,266 23%| 36,430 23% 36,511 22%
18-64 98,396 63%| 99,882 64%] 101,742 64%) 103,376 64% 103,685 64%
65+ 21,133 14%| 21,238 14%| 21,578 14%| 21,831 14% 22,099 14%
New Haven
0-17 201,668 24%) 200,894 24% 200,713 24% 200,357 24% 200,799 24%
18-64 504,116 61%) 510,194 62% 516,468 62% 523,247 62%| 526,923 62%
65+ 119,278 14%| 118,477 14% 117,675 14%| 117,841 14%| 117,972 14%
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New London

0-17 63,575 25%| 63,055 24%| 62,953 24% 62,924 24%| 62,961 24%)
18-64 162,118 62%)| 163,990 63%) 165,715 63%| 167,836 63%| 168,705 63%
65+ 33,790 13%| 33,750 13%| 34,050 13% 34,424 13%| 34,800 13%
Tolland

0-17 31,567 23%| 31,415 23%| 31,180 22% 30,976 21%| 30,760 21%
18-64 91,337 67%| 93,190 67%| 96,511 68% 99,223 68%)| 100,432 68%
65+ 13,985 10%| 14,373 10% 14,699 10% 15,086 10%| 15,475 11%
Windham

0-17 27,409 25%| 27,092 25%| 26,930 24% 26,682 24%| 26,702 23%)
18-64 68,339 63%| 69,458 63%| 70,843 64% 72,671 64% 74,209 65%
65+ 13,447 12%| 13,397 12% 13,377 12% 13,411 12%| 13,432 12%

Source: U.S. Census

In addition to the age distribution of a region’s population, educational attainment measures the
quality of training of the underlying population, and purports to the overall quality of the labor
force and the likelihood that value-added intensive and technology-focused job opportunities will
be attracted to the area. Table 3 contains educational attainment levels by county grouped into
three major categories: pre-college (grades k-12), pre-graduate (high school graduate and any
form of college schooling) and post graduate (bachelor’'s degree or higher degree).

Fairfield | Hartford |Litchfield |[Middlesex| New New Tolland |Windham
Haven | London

Population Over Age 25 561,662 571,139 118,444 97,227 535,378 164,459 78,846 64,920
Grades K-9 7.80% 9.00% 7.40% 6.60%  9.00% 7.60% 5.60% 13.20%
Grades 9-12 11.10% 13.20% 11.80% 10.80% 13.40% 11.50% 9.60% 15.70%
High School or more 81.10% 77.70%  80.90% 82.60% 77.60% 80.90% 84.90% 71.10%
High School Graduate 25.80% 29.60%  30.90% 29.90% 31.30% 33.10% 29.80%  33.40%
Some College, No Degree 15.30% 15.50%  17.50% 16.80% 15.60% 18.80% 17.60%  15.00%
IAssociate Degree 5.80% 6.90% 7.50% 7.80% 6.50% 7.30% 8.10% 6.00%
Bachelor's Degree or more  34.30% 25.80%  25.10% 28.20% 24.20% 21.80% 29.30% 16.80%
Bachelor's Degree 20.60% 15.70%  15.40% 17.60% 13.80% 13.30% 16.80% 9.50%
Graduate or Prof. Degree 13.70% 10.10% 9.60% 10.60% 10.50% 8.40% 12.50% 7.30%

Source: U.S. Census
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White [Black / Afr.| American | Asian |Hawii /| Other | Two or |Hispanic| White
‘ Amer. Indian Pac Isl More |& Latino| non

(In thousands Ethn Hispanic
Less than 9th grade 95.3 11.9 0.7 3.7 0.0 16.6 4.6 33.2 81.2
9th to 12th grade, no

diploma 171.5 33.9 1.2 4.1 0.1 173 6.8 34.4 157.4
High school graduate (or

equiv.) 553.3 59.4 15 6.9 0.2 20.9 11.0 45.9 532.0
Some college, no degree 343.2 36.1 1.1 4.8 0.1 103 7.0 24.2 3315
IAssociate degree 132.9 10.1 0.4 2.5 0.0 2.6 2.4 6.8 129.4
Bachelor's degree 378.7 14.7 05 145 0.1 3.7 4.5 10.7 372.1
Graduate or professional

degree 274.2 9.4 04 155 0.1 1.9 2.8 7.7 268.8
Total: 1949.1 175.5 58 52.0 0.7 734 39.1 163.0 1872.3

Source: U.S Census

While the range of attainment for High School education and more is relatively uniform, all
counties being within 6-7% of the 77% mark, population frequency for attainment of collegiate
degrees varies more widely with Fairfield county’s populace attaining these types of degrees at
over twice the rate of those in Windham county.

Chart 1 expands this view to a larger regional level, and compares the change in rates of
educational attainment over time. Focusing on graduation of either High School or College as
benchmarks, this visual compares the state of Connecticut against the rest of the New England
Region and the United States.

There is a similar trend in both types of educational attainment. The state of Connecticut starts
out with higher levels of its population attaining both High School graduation and Bachelor level
or higher degrees, but New England has closed the gap in recent years. In fact the most recent
year of data shows that New England states are exceeded by the U.S. average. According to a
recent report by the National Center for Public Policy and Higher Education “the average level of
education of Connecticut's workforce and the income of its residents are projected to decline
over the next two decades, unless the state can increase the number of Hispanics/Latinos and
African Americans going to college and getting degrees.” The report further states that “among
working age adults, about 40% of Hispanics/Latinos and 20% of African Americans do not have
a high school credential” and 16% of Hispanics/Latinos and 21% of African Americans have a
college education.
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Chart 1: Educational Attainment by Region
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Chart 2 examines population changes over time, again, comparing Connecticut to the larger
geographic regions of the rest of New England and the United States. Since the absolute levels
of population are different by orders of magnitude (i.e. the U.S. population is roughly 100 times
as large as the state of Connecticut) it is useful to compare the changes to population level over
time on an indexed basis. This means for each region’s population, the first year is the base
year (equaling 1.0) and changes can be tracked from year to year. It is important to note that
these are not in fact population growth rates, but indexed population levels.

Chart 2 shows a clear trend of increasingly higher population in the United States relative both
to Connecticut and to the rest of New England. This is not entirely surprising given the mature
nature of development in the New England region, the older (hence usually more static)
population, and the more mature economies of the New England states.
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Table 4 delineates the basic parameters of labor markets. The relative health of an economy
can be judged in some respects by the willingness of its population to enter the workforce. The
labor participation rate is derived by comparing the labor force (those actively seeking

employment) to the population level. This can be thought of as a ‘supply’ concept.

From the

other side - the number of jobs demanded - the number of people employed in an economy

compared to the labor force as the employment rate.

unemployment rate, a common measure of economic health.

The inverse of this number is the

Table 4

Labor Market Data by County

Pop. Partic. Labor Emp. Unemp.

Level Rate Force Level Rate
Fairfield 903,291 50.3% 454,667 434,724 4.4%
Hartford 875,602 50.1% 438,416 414,489 5.5%
Litchfield 189,246 54.3% 102,669 97,924 4.6%)
Middlesex 162,295 54.7% 88,819 85,135 4.1%
New Haven 845,694 50.8% 429,670 407,286 5.2%
New London 266,466 53.8% 143,277 136,917 4.4%
Tolland 146,667 54.4% 79,856 76,640 4.0%
Windham 114,343 52.4% 59,972 56,723 5.4%
Connecticut 3,503,604 51.3% 1,797,346 1,709,838 4.9%

Source: Bureau of Labor Statistics

Chart 3 compares the labor force in the larger regional context, and again, uses an indexed
comparison due to difference in size of absolute data between regions.
population change over time, Connecticut labor force changes faster than the rest of the country

Almost opposite of
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in the middle years, but then converges (where population change diverges) in the most recent
years.

Chart 3: Labor Force by Region
Index (2000 = 1)
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Chart 4 tracks employment changes at the regional level. Often employment change can be a
leading indicator of labor force movement; this is due to the fact that increased demand for
employment can induce people to be more optimistic about employment opportunity and re-
enter the labor force.

The years of data for Chart 5 reflect the most recent cycle of recession in the U.S., and illustrate
the common trend of Connecticut to respond to adverse economic conditions more severely and
for a longer period than the rest of the country.
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Chart 4: Employment by Region
Index (2000=1)
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Connecticut’s job losses during the recession began earlier and were more prolonged than
national job losses. The state lagged most of the nation coming out of the recession, and won't
recover all of the 61,400 jobs it lost from July 2000-September 2003 until April 2007, however a
recent FDIC report for Fall 2005 states that Connecticut currently ranks 26th in the nation for job
growth, which is up from previous quarters - indicating that Connecticut is moving, albeit slowly,
in the right direction.

While complete data for 2005 isn’t available yet, 1% and 2™ quarter reports indicate that the
recovery in Connecticut continues at a measured pace. Much like in previous recessions,
however, Connecticut probably won't recapture its lost employment (back to pre-2000 levels) for
a number of years.

Table 4.1
Connecticut Labor Force Statistics by Ethnicity
(In thousands) Labor |Part. Rate [Employment| Unemployment | Unemployment
Force Rate
White 1,562 95.4% 1,490 4.6% 72
Black or Afr Amer 162 92.0% 149 8.0% 13
Asian 43 97.7% 42 2.3% 1
Hispanic or Latino 160 91.3% 146 9.4% 15
Total 1,790 95.1% 1,702 4.9% 88

Source: Bureau of Labor Statistics

Business Characteristics:

In addition to looking at populations and labor markets in aggregate, it is important to assess the
composition of firms within the economy. Connecticut is home to thousands of firms of various
sizes and characteristics. Table 5 provides detail on the characteristics of businesses in
Connecticut.
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(Only includes firms with paid employees)* # Of firmg
Firms by size of employment |
Firms with 0-99 employees 73,963
Firms with 100-499 employees 1,791
Firms with 500+ employees 2,101
Total 77,855
Firms by gender of ownership |
Female 11,053
Male 49,871
Equally male-/female-owned 7,238
Total 68,162
Firms by race of ownership |
White 64,802
Black 734
American Indian and Alaska Native 139
Asian 2,455
Native Hawaiian and Other Pacific Islander N/A
Total 68,130
Hispanic/Non-Hispanic ownership |
Hispanic 1,281
Non-Hispanic 66,881
Total 68,162

Source: U.S. Census

Note: The totals for each do not equal due to data suppression
issues within the various categories. The total number of firms
represented in the “Firms By Size Of Employment” does equal the
total number of firms in Table 6.

*Paid employment consists of full- and part-time employees,
including salaried officers and executives of corporations, who are on
the payroll in the pay period including March 12. Included are
employees on paid sick leave, holidays, and vacations; not included
are proprietors and partners of unincorporated businesses. The
number of establishments with 1 to 19 employees is as of March 12.

N/A — Not Available

It is interesting to note that the overwhelming majority of firms in Connecticut are small firms
with fewer than 100 employees. Cultivating a dynamic culture of small businesses and
entrepreneurship is important to the overall health of the economy.
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Table 6 shows a more granular break out of the sizes of Connecticut firms and their payrolls. It
is clear that not only are a large majority of Connecticut firms fewer than 100 employees in size,
but in fact, nearly half employ fewer than five people.

Table 6
Connecticut Firms by Size

Employment size of enterprise Firms Paid Annual

Emp Payroll (M)
Firms with no employees 8,213 0 $ 473
Firms with 1 to 4 employees 35,927 75,430 $ 2,561
Firms with 5 to 9 employees 13,847 90,663 $ 3,104
Firms with 10 to 19 employees 8,521 112,930 $ 4,187
Firms with 20 to 99 employees 7,455 275,444 $ 10,732
Firms with 100 to 499 employees 1,791 225,246 $ 9,370
Firms with 500 employees or more 2,101 775,501 $ 38,494
Firms with 500 to 999 employees 390 67,973 $ 3,288
Firms with 1,000 to 1,499 employees 238 38,997 $ 1,597
Firms with 1,500 to 2,499 employees 295 69,604 $ 3,047
Firms with 2,500 employees or more 1,178 598,927 $ 30,562
All firms 77,855 1,555,214 $ 68,920

Source: U.S. Census

* Payroll for firms with no paid employees represents wages paid to
principals of the firm. Firms with no paid employees include independent
individual contractors.

In addition to the distribution of the size and characteristic of firms, business churn is an
important indicator of economic health. Business churn is defined as (firm birth + firm death) /
total firms. Chart 5 shows the business churn as compared to that of rest of New England and
the U.S. as a whole.
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Chart 5: Business Churn in US Regions
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Manufacturing Analysis:

The manufacturing sectors of an economy are tracked with particular interest due to two
characteristics of these types of industries. First, manufacturing jobs, traditionally, have been
associated with high value-added output and therefore high standard of living.
manufacturing sectors incorporate more parts of the supply chain; meaning that they have a
high degree of interrelation with other sectors in the local economy. Both of these factors have
become less and less substantial due to globalization of markets and stretching of the supply

chain.

Table 7 shows levels of employment, payroll for all manufacturing workers, employment and
wages of production workers, value added, cost of materials, and value of shipments for all

manufacturing sectors across regions.

Table 7
Manufacturing Statistics by Region
Connecticut Rest of NE United States
Manufacturing Emp (1,000) 194.5 575.9 13,866
Total Payroll ($M) $ 9,248 $ 25072 $ 564,771
Production Mfg Emp (1,000) $ 117 $ 372 $ 9,795
Total Wages ($M) $ 4,478 $ 12,424 $ 329,730
Value added ($M) $ 25,771 $ 73,563 $ 1,909,616
Cost of materials ($M) $ 15,686 $ 54,886 $2,071,185
Value of shipments ($M) $41,587 $ 128,275 $ 3,977,165

Source: U.S. Department of Commerce, 2003 Annual Survey of

Manufacturers
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Looking at the individual manufacturing sectors in more detail, Table 8 lists the manufacturing
industries at the 3-digit NAICS (North American Industry Classification System) level. The
Connecticut levels are compared against the United States, and then the relative frequency of
the industry within manufacturing as a whole is compared.

Table 8
Manufacturing Employment by Sector, CT vs US

3-digit NAICS Sector CTEmp Rel. % of Mfg US Emp
311 Food 9,384 4.9% 10.6%1,468,455
312 Beverage and tobacco 0 0.0% 1.1% 150,955
313 Textile mills 1,791 0.9% 1.8% 247,497
314 Textile product mills 1,058 0.6% 1.2% 170,187
315 Apparel 0 0.0% 2.1% 297,780
316 Leather and allied products 0 0.0% 0.3% 40,416
321 Wood products 1,921 1.0% 3.7% 511,684
322 Paper 4,874 2.5% 3.3% 461,233
323 Printing and support activities 9,714 5.1% 49% 677,818
324 Petroleum and coal products 0 0.0% 0.7% 101,497
325 Chemical manufacturing 7,309 3.8% 5.9% 822,153
326 Plastics and rubber products 8,297 4.3% 6.7% 933,879
327 Non-metallic mineral products 2,927 1.5% 3.3% 462,666
331 Primary metal 3,275 1.7% 3.3% 455,576
332 Fabricated metal products 33,713 17.6% 10.7%1,483,420
333 Machinery 17,771 9.3% 7.9%1,098,974
334 Computer and electronics 19,426 10.1% 8.4%1,163,493
335 Electrical equipment 10,133 5.3% 3.3% 452,285
336 Transportation equipment 43,156 22.5% 11.4%1,581,477
337 Furniture and related products 3,704 1.9% 4.0% 556,560
339 Miscellaneous manufacturing 13,459 7.0% 5.2% 727,802

191,912 100.0% 100.0% N/A

Source: U.S. Department of Commerce, 2003 Annual Survey of Manufacturers

Some of the more conspicuous components of the list are the heavy share of Connecticut
manufacturing in the fabricated metals and the transportation equipment sectors, where
Connecticut is nearly twice the U.S. average.

Gross regional product is the total value of finished (manufacturing) goods sold in a particular
region. Table 9 delineates how gross product changes over time in Connecticut compared to
rest of New England and the United States. The comparison of indexed levels reveals that the
product of the manufacturing sector has grown in recent years.
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Table 9
Manufacturing Gross Regional Product by Region

Mfg GRP

($M) 2000 2001 2002 2003 2004

Connecticut $ 20,782$% 21,313$ 21,003$ 21,325% 22,652
New England $ 77,3813% 71566% 70,285% 72,437% 76,171
US $1,426,218 $1,341,330 $1,347,159 $1,402,317 $1,494,026

Mfg GRP Indexed

(2000 = 1.00) 2000 2001 2002 2003 2004

Connecticut 1.00 1.03 1.01 1.03 1.09
New England 1.00 0.92 0.91 0.94 0.98
US 1.00 0.94 0.94 0.98 1.05

Source: Bureau of Economic Analysis

Compared with population and employment, the growth of manufacturing product has been
quite strong in Connecticut in the last five years. Productivity growth due to technological
advances and streamlining of processes in the face of more global competition are likely causal
factors.

Average hourly wages are an important measure of the manufacturing sector as they show the
level of compensation of labor in the manufacturing process. It follows that higher hourly wages
signify a more productive labor force. Chart 6 compares both fixed and nominal manufacturing
wages for Connecticut and the United States. The difference between the two concepts is that
fixed wages account for changes to prices due to inflation over time. In other words, while
hourly wages continue to rise over time, both in Connecticut and the U.S., the actual purchasing
power of the wages earned remains relatively constant, and in some years declines, due to
prices increasing at similar or faster rates than wage increases.
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Chart 6: Mfg Avg Hourly Wage
(for production workers)
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Whereas Chart 6 shows the rate of pay of manufacturing employees, Chart 7 tracks the amount
of hours worked per week by manufacturing workers. The U.S. manufacturer’s workweek
remains relatively constant at 38-39 hours per week, but Connecticut workers face a dramatic
shift over the years data is available.
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Chart 7: Mfg Weekly Hours
*2002 values are estimates
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It was noted earlier that Connecticut manufacturing employees are compensated with a higher
weekly wage than the U.S. average. Using value-added per employee as an approximation of
productivity, it is difficult to explain this difference. Connecticut manufacturers’ value-added per
employee is largely the same as the U.S. average. In fact, in the most recent years, it looks as
though the U.S. may be moving towards surpassing Connecticut in the value-added of its
workforce (See Chart 8).
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Chart 8: Mfg value-added per (all) employees
*2002 values estimated
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Gross State Product:

As mentioned in the previous section, gross product is the total value of final goods sold in a
region. This is important as an economic indicator since it captures the end result of a long
chain of conversions of raw materials with value added at each step until it's sold to the final
user. Along with illustrating the productive capabilities of a region, it also marks the wealth
associated with this process.

In Table 10 Gross Regional Product (GRP) is broken out by both region and industry. Further,
the % of total GRP of each industry is computed to compare industry composition across
regions. For example, Table 10 shows that Connecticut (and to a lesser extent, the rest of New
England) has a strong finance and insurance industry base relative to the United States
average. However, the three regions have a uniform presence of arts, entertainment, and
recreation.
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Table 10
Gross Regional Product 2004 (M

of Nominal $)

Industry CT % Of Tot RoONE % Of Tot us % Of Tot
IAgriculture, forestry, fishing, and hunting $ 303 020%% 2,227 030%$ 116,589 1.00%
Mining $ 54 0.00%$ 263 0.00%%$ 147,502 1.30%
Utilities $ 3570 1.90% $ 11,532 1.70% $ 241,236 2.10%
Construction $ 6,459 350% $ 30,713 4.60% $ 541,414 4.60%
Manufacturing $ 22,652 12.20% $ 76,171 11.50% $ 1,494,026 12.80%
Wholesale trade $ 9,842 530% $ 37,405 5.60% $ 688,096 5.90%
Retail trade $ 11,507 6.20% $ 42,582 6.40% $ 797,638 6.80%
Transportation and warehousing, excluding postal service $ 3,007 1.60% $ 11,319 1.70% $ 338,643 2.90%
Information $ 7,360 4.00% $ 27,674 4.20% $ 547,191 4.70%
Finance and insurance $ 30,916 16.60% $ 83,126 12.50% $ 972,393 8.30%
Real estate, rental, and leasing $ 24,370 13.10% $ 89,041 13.40% $ 1,451,288 12.40%
Professional and technical services $ 13,896 7.50% $ 54,128 8.20% $ 792,133 6.80%
Management of companies and enterprises $ 5512 3.00% $ 14,215 2.10% $ 213,639 1.80%
Administrative and waste services $ 4,769 2.60% $ 16,848 250% $ 335,580 2.90%
Educational services $ 2554 1.40% $ 12,343 1.90% $ 99,503 0.90%
Health care and social assistance $ 13,820 7.40% $ 54,745 8.30% $ 804,397 6.90%
Arts, entertainment, and recreation $ 1,705 090% $ 5,669 0.90% $ 111,758 1.00%
\Accommodation and food services $ 3,328 1.80% $ 16,016 2.40% $ 308,058 2.60%
Other services, except government $ 3,830 2.10% $ 14,015 2.10% $ 275,491 2.40%
Government $ 16,348 8.80% $ 62,376 9.40% $ 1,389,018 11.90%
Total $185,802 100% $662,408 100% $11,665,593 100%

Source: Bureau of Economic Analysis

Chart 9 compares indexed levels of GRP in order to assess the relative change to levels across
regions. The changes to GRP are largely the same with the U.S. growing at a slightly faster clip
than the rest of New England, and Connecticut lagging slightly behind.

Chart 9: Gross Regional Prod
Index (2000 = 1)
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As GRP is often seen as an aggregate measure of productive capabilities in an economy, and
as a sign of the overall wealth of an economy, per capita GRP can be useful as a means to
compare the relative wealth creation of different size economies. Chart 10 illustrates the fact
that Connecticut's per capita GRP compares quite favorably with the U.S. average, but still lags
the rest of New England. The visual perhaps doesn't accurately emphasize the fact that the per
capital GRP of the rest of New England is roughly 55% greater than the U.S. average.

Chart 10: Per Capita GRP by Region
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Business Costs:

As economic competition grows in geographic scope, the relative cost advantage for businesses
becomes a more and more important part of location decisions. One of the largest components
of businesses’ costs are taxes. In Table 11 the most significant types of state taxes are listed
as well as how various states rank relative to each other. Connecticut is highlighted, and for
comparison, averages of the rest of New England states and the U.S. are calculated at the
bottom. Connecticut, long viewed as a high-cost state, does not compare favorably with the rest
of the country or with its New England peers.

Table 11
State Tax Rates and Ranks
Corporate

Personal Income Income Sales Gasoline

Rate Rank Rate Rank Rate Rank Rate Rank
ALABAMA 3.50 16 650 20 400 7 18.00 12
ALASKA 0.00 1 5.20 9 0.00 1 8.00 2
ARIZONA 3.96 23 6.97 27 5,60 29 18.00 12
ARKANSAS 4.00 23 3.75 2 6.00 31 21.50 29
CALIFORNIA 5.15 41 8.84 38 725 51 18.00 12
COLORADO 4.63 32 4.63 5 290 6 22.00 30
CONNECTICUT 4.00 28 750 30 6.00 31 25.00 40
DELAWARE 4.08 29 8.70 37 0.00 1 23.00 33
DIST. OF COLUMBIA 7.00 48 998 45 575 30 2250 32
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Table 11 Continued

FLORIDA 0.00 1 5.50 11 6.00 31 1450 4

GEORGIA 3.50 15 6.00 12 4.00 7 750 1

HAWAII 4.83 39 5.40 10 4.00 7 16.00 6

IDAHO 4.70 34 7.60 32 6.00 31 25.00 40
ILLINOIS 3.00 11 7.30 29 6.25 43 20.10 24
INDIANA 3.40 14 8.50 35 6.00 31 18.00 12
IOWA 4.67 34 9.00 39 5.00 18 20.50 25
KANSAS 4.98 40 4.00 3 530 27 24.00 37
KENTUCKY 4.00 23 6.13 16 6.00 31 17.40 10
LOUISIANA 4.00 23 6.00 12 4.00 7 20.00 20
MAINE 5.25 43 6.22 18 5.00 18 25.20 42
MARYLAND 3.38 13 7.00 28 5.00 18 23.50 36
MASSACHUSETTS 5.30 44 9.50 43 5.00 18 21.00 26
MICHIGAN 3.90 22 50 6.00 31 19.00 18
MINNESOTA 6.60 47 9.80 44 6.50 45 20.00 20
MISSISSIPPI 4.00 23 400 3 7.00 48 18.40 16
MISSOURI 3.75 18 6.25 19 4.23 13 17.03 9

MONTANA 4.45 31 6.75 24 0.00 1 27.00 46
NEBRASKA 4.70 36 6.70 23 550 28 26.30 44
NEVADA 0.00 1 47 6.50 45 23.00 33
NEW HAMPSHIRE 0.00 1 8.50 35 0.00 1 19.50 19
NEW JERSEY 5.19 42 9.00 39 6.00 31 14.50 4

NEW MEXICO 3.85 20 6.20 17 5.00 18 18.90 17
NEW YORK 5.85 46 750 30 425 14 23.20 35
NORTH CAROLINA 7.13 50 6.90 26 450 15 26.85 45
NORTH DAKOTA 3.82 19 480 6 500 18 21.00 26
OHIO 4.12 30 6.80 25 6.00 31 26.00 43
OKLAHOMA 3.58 17 6.00 12 450 15 17.00 8

OREGON 7.00 49 6.60 22 0.00 1 24.00 37
PENNSYLVANIA 3.07 12 9.99 46 6.00 31 30.00 50
RHODE ISLAND 0.00 1 9.00 39 7.00 48 31.00 51
SOUTH CAROLINA 4.75 36 5.00 7 5.00 18 16.00 6

SOUTH DAKOTA 0.00 1 0.00 1 400 7 22.00 30
TENNESSEE 0.00 1 6.50 20 7.00 48 21.40 28
TEXAS 0.00 1 48 6.25 43 20.00 20
UTAH 4.65 33 5.00 7 475 17 24.50 39
VERMONT 9.50 51 8.38 34 6.00 31 20.00 20
VIRGINIA 3.88 21 6.00 12 5.00 18 17.50 11
WASHINGTON 0.00 1 49 6.50 45 28.00 48
WEST VIRGINIA 4.75 38 9.00 39 6.00 31 27.00 46
WISCONSIN 5.68 45 51 5.00 18 29.10 49
WYOMING 0.00 1 7.90 33 4.00 7 14.00 3

REST OF NEW ENGLAND 2.86 20 8.37 34 3.29 17 22.24 28
UNITED STATES 3.75 25.5 6.8025.54.87 255 21.0025.5

Source: Federation of Tax Administrators
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Wages and Income:

Though GRP is sometimes used as a measure of economic wealth in a region, it still represents
final goods sold by firms (and government product), and does not represent the actual dollars
earned by households. Wages and income are the actual monetary compensation for labor,
and serve as better indicators of wealth generation at the household level.

In Table 12 wages are tracked both by county and across industry. Wage differences across
county may reflect the differences in sub-sector mix among major industries, differences in
quality of workers (productivity, educational attainment, etc), and labor market forces. Wage
differences across industry usually reflect higher specialization, more complex skill sets, or

higher value-added needed for a particular job.

Table 12
Annual Wage by County and Industry
County Total $ 67234$ 49892% 36,765$% 45234 $ 43,007 $ 41,443 $ 35152 $ 35,039
Industry Fairfield Hartford Litchfield Middlesex New HavenNew London  Tolland Windham
IAgriculture, forestry, fishing and hunting $ 31,082% 25118 % 22,093$ 26,333 $ 24949 $ 26,731 $ 23,679$% 20,922
Mining $ 47,342 $ 53,295% 62,127 * * $ 46,028 % 45121 $ 49,972
Utilities $ 152,349 $ 80,323 $ 87,994 % 93,798 $ 79,941 * *$ 82,606
Construction $ 52,860% 50,016 $ 46,603 $ 46,767 $ 50,048 $ 46,854 $ 43,045$% 42,107
Manufacturing $ 71,409% 59911 % 46,543 % 62,976 $ 54254 $ 73,419$% 45872$ 47,107
\Wholesale trade $ 82510% 55853% 53453 % 49,880 $ 58441 $ 49,958 $ 56,380 $ 43,628
Retail trade $ 33613$% 26,637$% 27546$% 26,382 $ 26,747 $ 24,684 % 25246 % 24,261
Transportation and warehousing $ 52,428% 36,476$% 30,032 $ 33544 $ 34998 $ 31,401$ 23,132$ 29,256
Information $ 71,706 $ 60,034 $ 40513 $ 45924 $ 55047 $ 40,661 $ 56,027 $ 43,822
Finance and insurance $ 203,198 $ 88,054 $ 46,693 $ 77,658 $ 64,101 $ 50,933 % 48,999 % 41,113
Real estate and rental and leasing $ 62,317$% 40,811 % 35104 $ 28537 $ 36,743 $ 30,403 $ 30,989 $ 23,460
Professional and technical services $ 86,906 % 67,146$% 43354 3% 54871 $ 67,342 $ 71,008 % 47,151 % 60,930
Management of companies and enterprises $ 145,410 $ 114961 $ 53,637 $ 56,120 $ 89,309 $ 33,879 *$ 35,837
IAdministrative and waste management $ 34,416$% 29,951% 24550% 33,991 $ 25968 $ 29,186 $ 22,059 $ 20,383
Educational services $ 37,620% 35527 % 36,674$% 46389 $ 53989 $ 36,348% 20,910% 33,066
Health care and social assistance $ 44,173% 41398% 34,898% 36649 $ 39,752 $ 38,059% 32,433$% 33,263
Arts, entertainment, and recreation $ 31849% 17609% 27500% 26358 $ 17,700 $ 22,220% 16,768 $ 13,558
IAccommodation and food services $ 19860% 15889% 14,300% 15963 $ 14,810 $ 15582 % 13,521 $ 13,349
Other services, except public administration $ 28865% 28,612% 23536% 23,785 $ 25258 $ 22,128 $ 25553 $ 21,278
Total government $ 50,771$% 51501$ 41875% 48981 $ 47512 $ 39,365$% 41,630$ 41,112
Nonclassifiable establishments $ 48,435% 46,527 $ 81,590 * * * *$ 18,771

Source: Connecticut Department of Labor

In Table 13, basic income statistics are compared at a higher regional level in order to see how
Connecticut stacks up to the rest of New England and the U.S. Connecticut ranks 2™ in the

U.S. for median income and average income.

values are used due to the extreme (high highs and low lows) nature of income values.

Often times in income comparisons median
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Table 13
Income Statistics by Region

Household Income Median Total
Rank Region  Median Average Per Capita Age Households
2 CT $58,438  $91,303 $35,624 38.30 1,357,133
20 RoONE $47,467  $63,556 $25,606 38.92 4,260,401
25.5 US $44,791  $60,304 $23,735 36.57 112,708,665

Source: CERC

However, when we look at indexed income at the aggregate level we see that the U.S. and
especially the rest of New England are outpacing Connecticut in growth. As this is an absolute
level, the population growth may be the reason for the U.S. having higher increases in the most
recent years. However, since the rest of New England’'s population isn’'t growing at a
significantly higher rate, the gap here is due to actual growth to income levels in the other New
England states. (See Chart 11)

Chart 11: Income by Region
Index (2000 = 1)
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Price and Inflation:

Changes to the costs of goods affect both households and businesses. With regard to incomes
and wages, growth in nominal wages may be offset by increased costs of everyday goods such
as gas, food, or clothing. If wage growth doesn’t grow at least as fast as prices, then
households lose purchasing power and their standard of living decreases.

Chart 12 tracks the changes in the Consumer Price Index (CPI), one of the measures of price
change, for the Northeast urban areas vs. the U.S. city average. There are small discrepancies,
but largely the two regions’ prices follow a similar path. The aggregate level of prices in the
Northeast urban areas is clearly higher than U.S. cities on average.
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Chart 12: CPI US vs. Northeast Urban
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The CPI tracks prices for a ‘bundle of goods’ that is developed from detailed expenditure

information provided by families and individuals on what they actually bought. The CPI

represents all goods and services purchased for consumption by the reference population and

Bureau of Labor Statistics has classified all expenditure items into more than 200 categories,

arranged into eight major groups. Major groups and examples of categories in each are as

follows:

e Food And Beverages (breakfast cereal, milk, coffee, chicken, wine, service meals and

snacks)

Housing (rent of primary residence, owners' equivalent rent, fuel oil, bedroom furniture)

Apparel (men's shirts and sweaters, women's dresses, jewelry)

Transportation (new vehicles, airline fares, gasoline, motor vehicle insurance)

Medical Care (prescription drugs and medical supplies, physicians' services, eyeglasses and

eye care, hospital services)

Recreation (televisions, pets and pet products, sports equipment, admissions)

e Education And Communication (college tuition, postage, telephone services, computer
software and accessories)

e Other Goods And Services (tobacco and smoking products, haircuts and other personal
services, funeral expenses).

While households must conform wages and income to changes in the prices of goods they buy,
businesses also confront changes to their intermediate input costs. The Producer Price Index
(PP is the corollary index for measuring changes to prices in intermediate markets (See Chart
13). For example, if the price of raw steel increases on the world market, the PPI will reflect the
increased cost to construction firms.
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Chart 13: US Intermediate Materials, Supplies and
Components Prices
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C. ECONOMIC DEVELOPMENT OVERVIEW:

As part of the agency’s overall mission, DECD works to maximize economic opportunities
through the creation and retention of jobs, workforce development, business expansion,
recruitment and retention, export assistance and direct foreign investment in the state. The
department also develops and implements comprehensive long-term economic development
strategies such as Connecticut’'s Next Generation Strategy.

Economic Development:

Economic development is more than providing financing; it is about creating opportunities and
fostering and sustaining prosperity. Economic development provides and enhances the
foundation from which economic growth occurs, and is a key element in sustaining
competitiveness, increasing personal wealth, growing employment opportunities and providing
upward mobility for low and moderate-income families.

The primary objective of any public economic development program, initiative, or effort is to
build stronger, better communities. To achieve this, economic development organizations
employ strategies that seek to create employment opportunities, expand the tax base and
diversify the economy.

Economic development has four components: 1) providing business and development financing,
2) offering development services, 3) building and enhancing the development infrastructure and
4) reducing urban sprawl through the reuse of brownfields. These four components make up a
comprehensive economic development strategy aimed at improving both businesses and
communities. They are combined for the purpose of increasing private investment, achieving
increases in private sector employment, enhancing development capacity, strengthening the
state's economic climate, and achieving the state’s public policy goals and objectives.

It is often assumed that business financing is synonymous with economic development.
However, there are two important distinctions: 1) financing is only one of many tools used for
economic development; and 2) economic development includes both business and community
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development. A narrow focus, limited strictly to business financing, shows only a small portion
of the economic development activities of Connecticut agencies.

Lowering business costs is one of the best ways to attract investment and spur business
expansion and job growth in Connecticut. Survey after survey indicate that companies are
deterred by the relative high cost of doing business in the state — a fact that clearly hampers
economic development efforts at the state level.

Given that Connecticut is at such a severe competitive disadvantage, when it comes to cost, it is
imperative that agencies like DECD support business retention and creation through the use of
customized business financing and tax incentives. The competition for quality jobs is fierce and
these types of assistance can ultimately “tip the balance” in Connecticut’'s favor as companies
make critical decisions as to where to locate or expand.

Economic Growth Requires a Comprehensive Approach:

Nurturing economic growth requires a comprehensive and holistic approach. An economy is a
dynamic system. Forming its foundation are numerous interconnected factors whose condition
can either foster economic growth or constrain it. These factors include not only access to
capital for businesses but also the supply and affordability of quality housing, the functionality
and quality of transportation and education systems, access to and the affordability of
healthcare, the supply and affordability of energy, and the preservation and support of the
state’s culture and arts assets. As such, it must be recognized that these factors are inextricably
linked and that the success or failure of an economy is determined by the quality, vitality and
strength of its underlying foundation. (Housing affordability and economic growth is discussed
in greater detail in housing section of this report).

Economic Development and Business Assistance in Connecticut:

As the lead economic development agency for the state, DECD provides the policy framework
for economic development in Connecticut. DECD also administers a broad array of economic
development and business assistance programs, ranging from direct business assistance
financing to tax credits and abatements to technical business assistance. DECD also provides
fiscal support to other economic development organizations that provide specialized assistance.

The state also has two specialized economic development agencies, the Connecticut
Development Authority (CDA) and Connecticut Innovations, Inc (Cl). CDA specializes in
business financing, while CI specializes in equity and mezzanine financing for technology
companies. The Commissioner of DECD sits on the board of each of these organizations, thus
enhancing coordination and continuity between the agencies.

The state does not act alone in providing economic development and business assistance. Its
efforts are augmented and enhanced by the efforts and activities of many other organizations.
Other practitioners and providers of economic development and business assistance in
Connecticut include:

e Other State Agencies:

Connecticut Commission on Culture and Tourism

Department of Agriculture

Department of Banking

Department of Consumer Protection

Department of Education

Department of Environmental Protection

O O0OO0OO0OO0OOo
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Department of Higher Education
Department of Insurance
Department of Labor
Department of Public Utilities Control
Department of Revenue Services
Department of Transportation
Office of Policy and Management

o Office for Workforce Competitiveness
¢ Quasi-Public State Agencies

o Connecticut Development Authority

o Connecticut Innovations
o Federal Agencies:
Department of Agriculture (USDA)
Department of Commerce (DOC)
Department of Housing and Urban Development (HUD)
Environmental Protection Agency (EPA)
0 Small Business Administration (SBA)
Business Associations
Chambers of Commerce
Community Groups
Municipal Agencies
Not-for-Profit Economic Development Organizations
Private Lending Institutions
Regional Planning Organizations
Universities and Colleges
Utility Companies
Workforce Investment Boards

O O0OO0OO0OO0OO0OO0o

O O0OO0Oo

ECONOMIC DEVELOPMENT AND DECD’S MISSION:

DECD’s Economic Development Mission:

DECD’s Economic Development Mission is to improve the state’s long-term competitive position
through the diversification of the state’s economy, the provision of targeted strategic
investments in key industries and the provision of technical and financial business assistance to
Connecticut’s businesses.

Over-Arching Goal:
Improve the state’s long-term competitive position.

Mission Implementation:

DECD has adopted a comprehensive approach to economic development that uses both short-
term and long-term strategies and addresses the primary issues of job creation/retention and
economic expansion. Since there is no single solution or method to achieving sustainable
growth and economic prosperity, the department uses this approach to maximize the holistic
and synergistic effect these efforts have on one another.

As such, DECD’s economic development efforts are divided into two functional areas that
encompass the agency’s short-term and long-term economic strategies: (1) Business
Assistance & Economic Infrastructure Development and (2) Strategic Competitiveness. Agency
offices with economic development responsibilities directly support these functions. In turn,
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these help achieve the agency's economic development goals of job creation/retention,
economic expansion, and improving the long-term competitive position of the state.

DECD monitors and analyzes the state, regional, and national economies, and develops
policies, strategies, programs, and services to meet its goals. DECD uses many state and
federally funded economic development programs and services to address economic, business
and workforce development issues and to create employment, training, business expansion and
infrastructure improvement opportunities.

Functional Components:
DECD’s economic development goals are supported by short-term and long-term strategies.

The short-term strategy centers on servicing the needs of individual businesses on a project-by-
project basis. The activities under this effort fall into the categories of Business Assistance and
Economic Infrastructure and include: recruitment of new businesses to the state; expansion and
retention of existing Connecticut businesses; promotion of exports; targeting foreign direct
investment in the state; and planning, regulation, coordination and implementation of complex
real estate development projects including brownfields and tax incentive programs.

Connecticut's Next Generation Competitiveness Strategy is the state’s long-term economic
development and competitiveness strategy. It focuses on key industry clusters and is based on
the economic premise that clusters of industries, not individual companies, will drive
Connecticut's economy, and that the expansion of quality jobs and wealth will occur only where
large number of companies can successfully compete in the global marketplace. The ultimate
goal of this strategy is to increase the competitiveness of Connecticut's businesses, to identify
and nurture industry clusters and, for the businesses involved in these clusters, to make a high
level of commitment to help strengthen the economic foundations and environment in which
they compete. This initiative represents a decision to strategically invest a portion of the state’s
economic development resources in certain industry clusters.

The state’s economic development and business assistance efforts are guided and/or
influenced by Connecticut’'s Plan for Conservation and Development, Consolidated Plan for
Housing and Community Development and Partnership for Growth Il: A Competitiveness
Agenda for Connecticut.

The following DECD offices directly support both the short-term and the long-term strategies of
business assistance and economic development:

Office of Business & Industry Development

Office of Infrastructure & Real Estate

Office of Municipal Development

Office of Strategic Competitiveness

Office of the Commissioner

0 International Trade & Export Assistance

o0 Workforce Development Assistance

e Compliance Office and Planning/Program Support

DECD Economic Development and Business Assistance Tool Box:
DECD administers many economic development and business assistance programs, including:
e Economic Development and Manufacturing Assistance
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Enterprise Zone Program

Export Assistance

Industrial Parks Program

Inner City Business Strategy Loan Guarantee Program

Insurance Reinvestment Tax Credit Program

Micro Loan Guarantee Program for Women and Minority-Owned Businesses
Naugatuck Valley Revolving Loan

Participation loans with the Connecticut Development Authority

Small Business Assistance

Small Cities & Section 108 Programs

Small Town Economic Assistance Program (STEAP)

Special Contaminated Property Remediation and Insurance Fund (SCPRIF)
Technical Business Assistance Programs

Turnaround Management Assistance Program

Urban Action Grant Program

Urban and Industrial Site Investment Tax Credit Program

Urban Sites Remedial Action Program

Workforce Investment Act

Measuring Performance:

When measuring the performance of the agency in terms of meeting its economic development
mission, DECD considers two general performance categories: compliance with programmatic
statutory requirements and the performance of the agency’'s economic development and
business assistance investments.

Programmatic Statutory Compliance and Meeting Legislative Intent:
To determine whether DECD’s investments have met the requirements and objectives of the
various funding sources and programs DECD utilizes and/or administers.

Measuring Investment Portfolio Performance:

The measures used are:

¢ Maximization of DECD financial resources as demonstrated by leveraging ratios.

e The number of jobs created and retained as a result of DECD’s investments.

e The quality of the jobs created and retained as a result of DECD’s investments (as
represented by the average compensation paid by businesses within DECD’s active
portfolio and percentage covered by health insurance coverage).

e The number of businesses successfully recruited to relocate to Connecticut as a result of
DECD'’s recruitment efforts.

Measuring Economic Impact:

The measures used are:

o The effect of DECD’s investments on gross state product, personal income and state tax
revenues

e Increase in property values as indicated by the value of capital expenditures in a given
community and the growth in property tax revenue

e Productivity

Economic Impact Analysis (EIA):
DECD’s economic impact analysis is designed to conservatively estimate the following:
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Gain in Total State Output

This dollar amount represents the contribution to final goods and services as a result of both
state and private spending. It is the direct effect and the sum of state investment plus
leveraged amounts.

New Personal Income

This is the collective gain in the aggregate of all income received in total by state residents
as a result of the initial spending. The amount is based on multiplier effects and summation
of income from all sources including income that may accrue to state residents from out-of-
state sources. It includes proprietor's income, income from rent, wages and salaries, and
other sources. This is pre-tax income. Per classical economic theory based on a traditional
production function, about two-thirds of output is paid to labor; thus, this is about two-thirds
of output.

New State Revenues

This is an estimate of new state revenues based on the fiscal output of the REMI Policy
Insight Econometric Model’'s fiscal module. Depending on the policy variables used in
running an economic simulation, the fiscal module estimates the direct and/or indirect tax
revenue to the state.

The model estimates the effects that the project will have on various governmental revenue
variables

State and local revenue sources include: Property Tax (Residential & Non-Residential),
General Sales Tax, Motor Fuel Sales Tax, Alcoholic Beverages Sales Tax, Tobacco Sales
Tax, Public Utility Sales Tax, Other Sales Tax, Individual Income Tax, Corporate Income
Tax, Motor Vehicle License, Other Tax, and various governmental expenditure variables.

State and local expenditures include: Higher Education, Elementary & Secondary
Education; Libraries, Welfare, Health, Transportation, Police, Fire, Correction, Natural
Resources, Parks, Housing, Sewerage, Solid Waste, Administration & Unallocable, Interest
on Debt, Utilities, Transit).

The model then aggregates the revenues to generate the New State Revenues and
aggregates the expenditures to generate the New State Expenditures. The model outputs
this data by year. The department then aggregates the multi-year data to generate the
aggregate New State Revenues figure and aggregates the multi-year state expenditure data
to generate the aggregate New State Expenditures figure. Any state concessions (State and
local concessions include: Financing, property tax abatements and other tax relief) are then
added to the New State Expenditures figure that is then subtracted from the Aggregate New
State Revenues figure to generate the Aggregate Net New State Revenues figure.

Revenue and expenditure estimates by region are calculated within the model by multiplying
the state-specific revenue or expenditure rate by the appropriate local base data. State and
local government finance estimates utilized by the model were obtained from the U.S.
Census Bureau. State-specific average rates were then calculated for 21 major revenue
categories and 13 major expenditure categories by dividing the state-specific revenues or
expenditures by an appropriate base. Local-specific rates were determined by adjusting the
state rates to reflect local differences in spending per capita. The state revenue and
expenditure rates were calculated separately from the local rates. The bases are calibrated
to state or local data and then used as growth factors.
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e Increasein Property Values
Estimated property tax liability is used as a proxy for property value. Based on project
construction and personal property expenditures, property tax liabilities resulting from these
expenditures are estimated by multiplying the total expenditure by an assessment rate of
70% and then by multiplying the assessed value by the mill rate of the municipality in which
the project expenditures occur.

e Gain in Productivity
Productivity is the Gross State Product gain divided by employment gain.

Economic Impact Methodology and Modeling Assumptions:

Regional Economic Models, Inc.’s (REMI) Policy Insight Econometric Model (Version 7.0) was
used to estimate the impact DECD’s investments will have on the Connecticut economy (See
Economic Impact Analysis Methodology in the Appendix).

The REMI model estimates the impact DECD projects will have on Gross State Product,
Personal Income, Direct and Indirect Job Creation, and State Revenue Generation.

Productivity gain is calculated by dividing the gain in Gross State Product (estimated by the
REMI model) by the Direct and Indirect Job Creation (also estimated by the REMI model).

Property Value gain is determined by aggregating construction and personal property
expenditure components of DECD investment projects. These values are then allocated to the
municipality in which they are to occur. A property tax estimate is then prepared by applying an
assessment rate of 70% to the local property value followed by the multiplication of the
assessed value by the appropriate local mill rate.

Investment Standards:

Economic development and community development financial assistance and non-financial
assistance are awarded based, in part, on the standards identified, but assistance is not limited
to those standards. DECD’s investments are made for the purpose of fulfilling the agency’s
mission and furthering the state’s public policy objectives. These include, but are not limited to:
Preservation, expansion and enhancement of the state’s workforce

Preservation and expansion of state and local tax base

Infrastructure improvement

Redevelopment of brownfield sites

Urban renaissance and revitalization

Creation and preservation of affordable housing

DECD is primarily a gap financer. The department, as a part of its underwriting process,
routinely conducts a basic economic impact analysis to determine a project’'s economic benefit
to the state. This analysis determines the internal rate of return on an investment, the payback
period, and the projected incremental increase in tax revenues to the state as a result of the
investment. DECD'’s projects typically have a payback period of less than three years. Payback
is a combination of principal and interest payments and the incremental increase in tax
revenues generated by the state’s investment.

DECD'’s due diligence process includes three primary components:
e Project Feasibility Review

e Financial Analysis

e Basic Economic Impact Analysis
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Financial Analysis Process:
DECD employs a comprehensive due diligence process that includes, but is not limited to:

Information Collection

e Pre-Application

Threshold Projects Form
High-Performance Workplace Form
Project Description

Source and Use Statement

Financial Statements - 3 consecutive years:

e Balance Sheets

Income Statements

Associated Schedules

Notes to Financial Statements

Annual Reports or 10K for a Publicly Traded Company

Projections - 3to 5 consecutive years:
e Projected Balance Sheets

e Projected Income Statements

e Projected Employment

0 Type of Jobs

o Payrall

Projected Taxes

Corporate Taxes Paid to Connecticut
Payroll Taxes Paid to Connecticut
Sales Taxes Paid to Connecticut
Taxes Generated by the Project

Financial Analysis:
The Financial Analysis consists of three separate, but interrelated, steps including:

1. Spreadsheet Analysis — DECD utilizes FISCAL, a financial statement analysis software
that provides:
o Ratio Analysis

Trend Analysis

Cash Flow Analysis

Operational Analysis

Industry Comparison

2. Credit Risk Rating — DECD utilizes an internally developed Excel Credit Risk Rating
spreadsheet that produces a risk rating based on several key financial and operational
factors.

3. Economic Impact Analysis — DECD utilizes an internally developed Excel cost/benefit
analysis spreadsheet to estimate a project’s preliminary economic impact and payback
period. (A more detailed description of an economic impact analysis appears later in this
document.) As the project develops, the DECD conducts a more extensive economic impact
analysis utilizing the REMI Policy Insight Econometric model or other economic model as
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required or an externally generated, third party REMI analysis and/or other contracted third
party economic analysis.

DECD Due Diligence Includes:

Background Checks:

In some cases it may be necessary, as part of the department’'s due diligence, to initiate
background checks. These checks may include a tax check with Department of Revenue
Services (DRS), credit bureau checks, character/reference checks, additional research using
reference materials and the Internet.

The Financial Write Up:

DECD projects receive a Financial Write Up Report based on the results of the department’s
due diligence process. The Financial Write Up consists of the following categories: Summary
Information, Issues/Risks, Company Overview, Products, Market Outlook, Project Description,
Eligibility, Public Policy Objectives, Financial Analysis, Repayment Sources, Collateral,
Management, Employment Analysis, Economic Impact Analysis, Credit Risk Rating and Deal
Structure Sources. The Financial Write Up is used as part of the financial assistance decision-
making process.

Economic Impact Analysis:

The primary goal of economic development policy must be to build stronger and better
communities through sustained economic growth. Sound public policy begins with a firm
understanding of the challenges and opportunities that exist within the geo-political-economic
environment. Within that context, DECD has a fiduciary responsibility to the taxpayers of
Connecticut to invest their tax dollars in an efficient and responsible manner, while also
maximizing economic and social benefit.

It is important to realize that a principal reason for doing many economic and community
development projects is to achieve public policy objectives other than job creation and retention
— such as brownfield remediation and redevelopment, urban revitalization, infrastructure
improvements, job training, cultural/quality of life improvements, promoting economic diversity,
and maintaining and expanding the state and local tax base. While job creation and retention is
certainly one of the more important goals of a government’s economic development efforts, it is
not the only goal. The other socio-economic benefits derived from economic and community
development investments must not be overlooked. To ensure that public funds are appropriately
directed, government has, at its disposal, numerous tools in which to gain insight into the needs
of its citizens and to construct and test public policy alternatives.

In an effort to quantify the impact of a proposed project on a city, a region and the state, the
department prepares an economic impact analysis utilizing various econometric models and
economic multiplier systems. Economic Impact Analysis (EIA) studies are used to determine the
economic development need of a project and its return on investment and, ultimately, to justify
public funding. These studies are an assessment of the likely impacts of proposed actions
and/or possible events or the economic activity associated with past or current actions on the
economy. Such studies are used in the assessment of many types of projects, such as business
expansion, business retention, industrial or commercial park development, transportation
(highways, rail, airports, ports), downtown revitalization, or the impact of state and/or local tax
policies, environmental remediation, and community development projects.
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Based on an EIA, governments can develop a Fiscal Impact study that determines the
cost/benefit ratio of an action or activity. A "fiscal impact" is an effect on government finances
resulting from or related to economic policies or activities. Fiscal impacts, while related to
economic impacts, are not the same, and the differences between the two should be noted. A
Fiscal Impact study can assist decision makers in making informed decisions on the highest and
best use of public funds.

Many modeling methodologies exist to assist in the preparation of an economic impact
assessment and range from simplistic, accounting based, pencil-driven cost benefit formulations
to complex, equation-intensive, computerized econometric models. These tools can be used in
conjunction with one another, or independently. Currently, DECD uses two of these tools,
together and independently, in its formal EIA process: RIMS Il and the REMI Policy Insight
Econometric Model.

Economic Impact Analysis Using RIMS Il Economic Multipliers:

The Bureau of Economic Analysis’ Regional Input-Output Modelling System (RIMS) offers one
method of estimating economic impact. This system was developed in the 1970’s as a method
for estimating regional multipliers for employment, output, and final demand. RIMS Il is the
updated version of this approach that focuses on the trade relationships between industries, and
uses both national and regional data to develop the multipliers.

RIMS Il consists of lists and tables of multipliers for specific regions, industries, and variables.
The multipliers fall into three categories: final demand, earnings and employment. Depending
on the nature of the primary data, the multipliers can be used to yield the desired results. For
example, there are employment multipliers that use both employment and output as the primary
data, but both will give the results in terms of employment generated from the primary effect.
For more details on how RIMS Il works, see the Appendix.

Economic Impact Analysis Utilizing The REMI Policy Insight Model:

The primary model employed by DECD is a statewide and eight-county version of Regional
Economic Models, Inc.’s Policy Insight econometric model of Connecticut. This configuration of
the REMI Policy Insight model can localize economic impacts to the county level (not, however,
to the municipal level). Local level impacts must be calculated separately — off model or
aggregated to the larger geographic area.

Dr. George Treyz founded Regional Economic Models, Inc. (REMI) in 1980. REMI constructs
models for specific geographic regions that reveal the economic and demographic effects that
any policy initiatives or external events may cause on a local economy. REMI is a dynamic
model, which forecasts how changes in the economy and adjustments to those changes will
occur on a year-by-year basis. The REMI Policy Insight model provides a dynamic
representation of the economic activity that occurs within the state’s economy along with the
rest of the nation and world. REMI’s Policy Insight model has become a standard within the
industry for doing dynamic economic impact analysis of economic development projects.

The REMI model is structured to rely on a solid grounding in economic theory. A “control”
forecast is the basis for comparison with the “simulation” forecast. Differences between the two
constitute the “economic impact” of a given project or development.

As input variables are modified, their impact on other variables, such as personal income (the
aggregate of new income for the whole state or county), gross state product (a measure of final
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output state or county-wide), total employment (after taking into account multiplier effects), and
the tax revenues (plus or minus) after the model takes into account induced state and local
spending, can be examined. Population, for example, is one of the dynamic variables. Users
are sometimes surprised to find that population expands in a rapidly growing economy. This
may, in turn, induce changes in local government spending as towns meet new demand for
schools, fire, police, and other municipal services.

Marketing Efforts:

Between July 1, 2004 and June 30, 2005, DECD initiated a variety of marketing and outreach

tactics many in collaboration with CERC. The department spent a total of $170,098 to reach the

business and economic development community. The following information details those
efforts:

o Implemented promotional events in the form of either sponsorship, a trade show booth or
staff representation for the Connecticut Venture Group, the Community Economic
Development Fund (CEDF), the Connecticut Minority Supplier Development Council
(CMSDC) and the World Affairs Council. In addition, the first Governor's Manufacturing
Symposium was hosted by DECD at the Legislative Office Building. And the department
also supported the annual National Foundation for Teaching Entrepreneurship (NFTE) and
You Belong in Connecticut Business Plan competitions.

o Placed advertisements in publications including the Connecticut Technology Council
(CTC) Membership Directory, the Hispanic Yellow Pages, the Small Business Administration
Resource Guide, the Spanish Small Business Resource Guide, the YWCA Dinner Program,
the Manufacturers Alliance of Connecticut (MAC) Dinner Program, the New England Real
Estate Journal, Business New Haven’s Cookbook and SPG Media Limited (International).

e Secured public relations services from Cashman & Katz to promote DECD’s cluster-
based economic development efforts.

e Upgraded state collateral pieces, printed slipsheets, created posters for Shoreline East
trains and reproduced tax guides.

e Increased communication through the You Belong in Connecticut website as well as
launched the first issue of the Business and Industry Digest newsletter.

At the direction of Governor Rell, DECD, the Connecticut Development Authority (CDA) and
Connecticut Innovations (Cl) have begun working more closely together, both at the executive
and staff levels, to better coordinate the delivery of services to customers. In a new,
coordinated effort to attract and retain jobs and businesses in Connecticut, we are focusing on
improved communication and collaboration between agencies as well as creating a more clear
and consistent message to prospective business clients.

Ultimately, this “One Voice” approach will improve the collective economic development efforts
of our three organizations. Plans to continue this approach include having a unified presence at
trade shows, coordinating joint marketing and sponsorship opportunities and conducting
interagency training.

D. ECONOMIC DEVELOPMENT PORTFOLIO ANALYSIS:

Business Assistance:

The State of Connecticut has many business assistance programs and incentives. Incentives
include direct financing in the form of loans and grants, loan guarantees, equity investments, tax
credits and tax abatements. The state also provides technical assistance to businesses.
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Connecticut provides these products and services through three economic development
agencies — the DECD, the Connecticut Development Authority (CDA) and Connecticut
Innovations (Cl) — as well as through their agents and partners including participating banks,
regional revolving loan funds, CEDF, CONNSTEP, PTAC, the Connecticut Small Business
Development Centers, etc. Connecticut also provides business through other state agencies
such as the Department of Revenue Services (tax credits), the Department of Labor (labor
training and employment services) and the Office for Workforce Development. A complete list of
Connecticut’s business tax credits appears in the Appendix of this report.

Economic Development and Public Sector Financing:

DECD lends money, but it is hot a bank; it is a government agency. As such, it lends money to
support various public policies, some of which put receiving a direct monetary return behind
laudable social goals and objectives such as: inner city revitalization, brownfields remediation,
inner city job creation, job retention or preservation, workforce development, quality of life
enhancements.

The primary purpose of a bank is to provide access to capital in exchange for compensation for
the use of that capital. The compensation that the bank requires comes in the form of fees
collected and interest charged on the principal amount. Herein lies the major difference
between public economic development financing and private business financing. A bank's
primary consideration in providing access to capital is to make a profit for the bank ownership.
A bank's existence rests on the ability to collect its contracted return, so a bank must fully
secure its loaned capital against the possibility of the customer defaulting on its obligations.
Again, the bank’s overriding motivation is making the largest profit possible. When public sector
financing is employed, it must be flexible in order to meet the unique needs that often
accompany the types of projects the department is called upon to finance.

As a “gap” financer, DECD is the glue that pulls and holds a project together. A “gap” often
occurs because there is not enough security available for a conventional lender, or a quasi-
public agency like CDA, to provide all of the funding necessary for a project. Under funding a
project is, in most cases, “throwing good money after bad.” Without someone to fill the “gap,”
these projects may not go forward. DECD funding fills the gap and allows the projects to go
forward. Economic development investments are meant to be financially sound, but they are
also intended to implement public policy by benefiting the public good. It is, therefore, the
responsibility of economic developers to balance financial risk and return with the fulfillment of
public policy. Most government economic development programs seek to balance risk with
public purpose. They tend to accept higher levels of risk than those programs that are
exclusively privately financed.

Economic development financing programs vary according to risk. There is a spectrum of
financing products that fall onto a Risk Continuum. At one end is private financing, which uses
financial return on investment as the sole criterion for financing. At the other end is the public
grant, which measures return in public purpose and the direct and indirect financial benefits that
accrue to the state and local community.

In Connecticut, this spectrum of risk absorption is apparent in the range of economic
development financing programs. The state’s three economic development agencies are
responsible for different pieces of the comprehensive overall economic development strategy
utilized by the state. Each of Connecticut’s economic development agencies provides financing;
the financial tools differ from agency to agency due to each agency’s structure, specialization
and overall mission objective.
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Cl focuses on the development of new technology by emerging companies and research
institutions, as well as the application of new technologies by existing firms. CI's financial
programs are most similar to those of a venture capital firm, with an emphasis on technology
development as well as a financial return on investment. CI is accountable for high-risk
technology development investments because public policy has recognized technology
development as a high priority.

CDA specializes in business finance. Its operations and procedures are closest to those of a
traditional bank, as they tend to focus on the "least risk" loan. This structure is necessitated by
the fact that CDA is a self-sustaining organization and must earn a minimum return.

DECD provides the policy framework for economic development in Connecticut. The
department has a variety of finance programs complemented by services. In providing
financing, DECD operates primarily as “gap” financier or lead financier for higher risk projects
targeted by state public policy priorities, such as loans to businesses in low-income urban
centers. DECD also provides development financing and public investment in economic
foundation projects, such as human and capital infrastructure investments. These investments
create and/or enhance the economic environment, making development possible. Development
and public investment projects have substantial economic and social benefits, and often must
be made before business financing can take place.

Financial assistance from DECD to businesses, including loans and grants to individual
companies, was created to augment the CDA (particularly when financial risk is beyond the
CDA's traditionally accepted risk rate) and designed to be flexible so as to meet financial needs
that cannot be met through conventional or CDA financing. Many of these financial needs, such
as labor training, are not self-securitizing like a hard asset. One of DECD’s greatest strengths is
its ability to provide financing for intangibles, an area that is ignored by private sector financiers.
DECD is neither a bank nor a philanthropic organization and is expected to fund and provide
services to higher risk, and sometimes troubled companies if their economic impact on the
community is deemed to be substantial. One of DECD'’s statutorily mandated obligations is to
venture into lending territory where conventional lenders fear to tread. In many cases, the
department has become the lender of last opportunity, working with companies that show
potential for turnaround and growth, but will not qualify for conventional or CDA financing.

Because of the higher risk of certain projects that DECD patrticipates in, it is not always possible
to attain the same level of security in an investment as a conventional lender. For these
projects, DECD endeavors to identify and mitigate existing risks to the fullest extent possible. If
security were available on these projects, conventional lenders and/or the CDA would take them
on and DECD would not have to get involved.

If a project is risky and the security protection is not available, why does DECD provide
financing? The answer is that these projects have high socioeconomic benefits and fulfill
important public policy goals and objectives. It is also important to note that if DECD does not
undertake these types of projects, no one will, and the state’s public policy goals will go unmet.
DECD evaluates each project and finance recipient in much the same way as any other lending
organization. However, DECD has a responsibility to go one step further and evaluate the
project’s potential economic and social impact/benefits as well as its ability to meet the state’s
public policy goals and objectives; and then consider these factors in the department’s lending
decision-making process.
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DECD began providing financing in the early 1990's with passage of the Economic
Development and Manufacturers Assistance Act (MAA). Programs such as MAA were relatively
new in the U.S. at the time (especially to Connecticut), and the state was in the throes of a
severe economic downturn. The state was learning how to administer this type of program
while, at the same time, trying to address the lack of available credit and deal with a wave of
faltering companies. In short, there has been a learning curve.

Over the years, DECD has become more sophisticated in its lending practices, its
underwriting and its assistance agreements. An assistance agreement entered into
today is vastly different from one of 10 years ago. Reporting criteria to the legislature
has also changed over the past decade. Unfortunately, the department’s portfolio still
contains deals from that earlier period. Older assistance agreements are not as
sophisticated as today's agreements, and do not contain language that calls for the
submission of certain information to DECD, nor do they have language that provides
DECD the ability to demand it. As new reporting requirements emerge, DECD adjusts its
contracts to include those requirements, and that ensures that the required information,
going forward, is reported on. It is, however, difficult for DECD to impose these
requirements retroactively.

DECD does, at times, provide funding to companies in financial trouble. This is done in an
attempt to save the companies and preserve Connecticut jobs. DECD has also provided
funding to early stage companies in an effort to create jobs in urban areas and to renovate and
remediate inner city properties. In all cases, DECD identified the risks associated with these
investments. DECD does not go into these deals blindly. In conjunction with the Connecticut
chapter of the Turnaround Management Association (CT-TMA), DECD developed a pro-bono
program where turnaround management professionals assess a troubled company’s health,
problems, and chances for survival. They then make recommendations to the company and to
DECD. This is done in addition to DECD's normal due diligence.

Sometimes, the state’s efforts are successful, and the companies do turn around and grow.
Sometimes, companies fail despite all of the agency’s efforts. Other times, the best that can be
hoped for is to keep the company going long enough for other economic development efforts to
create employment opportunities so that when the company does fail, there is a place for its
employees to go.

Business Assistance and Accountability:

DECD has policies and systems in place to safeguard the state’s investments. In accordance
with Section 32-701 of the Connecticut General Statutes and the department’'s past practices,
DECD requires businesses receiving financial assistance from the agency to commit to the
creation and retention of jobs. DECD ensures that those commitments are enforced through the
use of penalties and claw back provisions within assistance agreements.

Section 32-5a requires all businesses that receive state financial assistance to retain operations
in the state for a period of not less than 10 years. Failure to meeting this provision automatically
requires the assistance recipient to immediately repay the financial assistance they received
plus a minimum 5% penalty. DECD routinely requires that the recipients pay a 7.5 % penalty.

In addition, DECD assistance agreements generally contain special requirements and/or
additional terms and conditions (including penalties) unique to a specific project and/or
assistance recipient in order to ensure that the taxpayers’ dollars are adequately protected. Any
renegotiating of DECD contracts is done with the goal of preserving jobs and taxpayer dollars.
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In cases where a contractual job obligation is not met, DECD has, in accordance with the
assistance agreement between DECD and the assistance recipient, the right to impose
penalties that include an increase in the interest rate of the loan for the remainder of the life of
the loan and or require a dollar per job penalty repayment. However, in some cases, DECD wiill
need to work with a client that has failed to meet its contractual obligation and come to a
suitable resolution. DECD actively encourages financial assistance recipients to notify us of any
potential or pending non-attainment of the jobs obligation of the agreement. In such cases,
DECD makes every effort to help the company meet its contractual obligation. This is done so
that we may work together to ensure the long-term viability of the company and to protect
current jobs and the company's employees.

DECD understands that businesses are subject to market forces and that an adverse change in
a given business’ market or industry, or in the general economy, may preclude an assistance
recipient from meeting the negotiated job levels. DECD is sensitive to the unpredictable
fluctuations that occur in economic markets. We also understand that imposing onerous
penalties on a company experiencing difficult times could make a bad situation worse. DECD
will, depending on the circumstances, restructure the job creation and retention requirements by
changing the job attainment/retention level, extending the creation/retention period or
restructuring the penalty. When there is no justification to support a change in the contractual
obligations, DECD actively enforces the claw back of funds from companies not meeting their
contractual obligations.

DECD assistance agreements may require companies to repay all or a portion of their financial
assistance and/or have their loan interest rates increase as a result of failing to meet job goals
on time. The department considers requests to modify a company’s employment obligation
and/or its related penalty when a company fails to reach its target. As part of the review
process, DECD evaluates several factors before making any changes to the terms and
conditions. These factors may include, but are not limited to, financial capacity and ability to
repay, economic conditions that impact job growth, and market conditions of their industry. In
addition, DECD considers the potential impact on the workforce that may occur as a result of
penalties being imposed.

In situations where modifications are made, DECD typically seeks to obtain additional
commitments or requirements from the company, such as additional time commitments to
Connecticut beyond the statutory 10-year obligation, additional capital investments, additional
job commitments, or alternative penalties. Any contractual revisions are intended to preserve
the current workforce.

COPS is responsible for tracking contract requirements and has procedures in place for
conducting job audits, including appropriate guidelines related to non-compliance with
employment obligations. They also conduct project audits and have appropriate guidelines
related to non-compliance with project expenditures.

DECD utilizes the Office of the Attorney General when the agency is unsuccessful in securing a
remedy to any default by the assistance recipient. As such, DECD assistance agreements are
enforced through the courts when necessary and with the help of the Attorney General’s Office
when the agency has exhausted its ability to collect from a defaulting funding recipient.

BUSINESS ASSISTANCE PROGRAMS/SERVICES:
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DECD administers numerous economic development and business assistance programs and
provides several types of business assistance products and services.

Financing:

DECD’s direct business assistance efforts include direct financing programs, in which loans
and/or grants are provided to eligible companies to assist them with fulfilling eligible projects.
Eligibility varies according to funding source. Business Assistance projects make up the
agency’s Business Assistance Portfolio. The composition and performance of DECD financial
business assistance is reported in the Business Portfolio section.

Enterprise Zone and Urban Jobs Program Benefits:

DECD administers the state’s Enterprise Zone Program. The recipients of the Enterprise Zone
and Urban Jobs Program benefits make up the agency’s Enterprise Zone and Urban Jobs
portfolio. The composition and performance of DECD’s Enterprise Zone and Urban Jobs
portfolio is reported in the Enterprise Zone and Urban Jobs portfolio section.

Tax Credits Administered:

DECD administers two tax credit programs, the Urban and Industrial Site Reinvestment Tax
Credit Program and the Insurance Reinvestment Tax Credit Program. Under these programs,
tax credits are provided to eligible businesses, developers and/or project investors to assist with
the fulfillment of an eligible project. Urban and Industrial Site Reinvestment Tax Credit projects
make up the agency’'s Urban and Industrial Site Reinvestment Tax Credit portfolio and
Insurance Reinvestment Tax Credit projects make up the Insurance Reinvestment Tax Credit
portfolio. The composition and performance of DECD’s tax credit portfolios is reported in the
Urban and Industrial Site Reinvestment Tax Credit portfolio and the Insurance Reinvestment
Tax Credit portfolio sections, respectively.

Technical Assistance:

Because not all businesses need financial assistance to enhance their projects, DECD staff is
also responsible and available for brokering services and technical assistance on behalf of
businesses. The range of services includes: 1) access to turnaround management
intervention; 2) facilitating state permitting processes with various regulatory agencies; 3)
coordinating project development that may include major infrastructure improvements with the
Department of Transportation; 4) access to a myriad of assistance programs that help
companies modernize their facilities, including transfer technology and 5) linkage to workforce
development, education and training resources and programs.

Business Assistance Portfolio:

DECD’s Business Assistance Portfolio is composed of loans and grants that were provided to
Connecticut businesses by DECD to assist them in the fulfillment of specific projects that, but for
state assistance, would not have occurred. This portfolio only contains active investments, that
is, companies in the portfolio still have contractual obligations with the state such as the 10-year
residency requirement under Sec. 32-5a of the statutes and in many cases, job requirements.
Companies are removed from the Business Assistance portfolio when they have completed
their contractual obligations, have had their obligations discharged from bankruptcy or have
gone out of business. In some cases, there are projects that have on-going contractual
obligations (e.g. loan payments) due to the state that go beyond the 10-year period and those
are noted in the report. As such, the composition of this portfolio is dynamic — changing from
year to year with new companies joining and older ones with completed obligations retiring.
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The DECD Business Assistance Portfolio as of June 30, 2005 spanned the period from 1992
through June 2005. During that period, Connecticut and its economy experienced:

e A banking and credit crisis (early 90's)

A collapse of Connecticut's real estate market (early 90's)

A severe contraction in Connecticut's defense industry (early 90's)

A protracted recession (Feb 1989- Dec 1992)

A state budget crisis (early 90's)

Emergence of electronic commerce

The DOT.COM collapse

A severe contraction of the technology sector (primarily IT and Communications)
A severe downturn in the stock market

9/11

Another recession (July 2000- Sept 2003)

Another state budget crisis (2000-2004)

Corporate scandals (Enron, Tyco, World Com)

The Afghanistan and Iraq Wars

Unprecedented national and global natural disasters with equally unprecedented insurance
claims and payouts

The rapid growth of the Chinese and Indian economies

Rapidly accelerating technological change

A sharp increase in energy prices

Unprecedented gains in productivity

Few foresaw these events, but they all have impacted the economy in significant and profound
ways. The events listed above, and many others, directly influence DECD investment priorities
and policies. Because the economy is fluid, DECD’s investment and assistance policies must be
flexible enough to meet the economic needs of the state and its businesses as they emerge and
change. Because DECD'’s investments have occurred over time, the performance of the DECD
business assistance portfolio cannot be viewed solely through the prism of current economic
conditions and market forces. In order to accurately and appropriately judge the performance of
the DECD business assistance portfolio, the economic conditions that existed at the time each
investment was made, as well as those existing in subsequent years, must be considered.

Multiple Financing:

Some companies have more than one assistance agreement with DECD. This is primarily due
to companies’ expanding over time and making requests for additional funds to support their
growth.

For example, a company may need to purchase machinery and equipment to support increasing
sales, but conventional financing will only provide a certain amount of funds based on their
lending criteria. DECD would help to fill that financing gap, as well as to lower the borrowing
costs for the company. In the future, this company may come back to DECD with another
project to expand its facility and that may require additional gap or low-cost financing.

Job Audits:

Typically, DECD'’s financial assistance agreements with companies require them to create
and/or retain jobs as of a specific date as a condition of financial assistance. Companies that
have these requirements may have from two to five years within which to reach the agreed-
upon job goals. DECD or an independent public accountant conducts job audits required by
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contract that cover a specific period in which the companies are required to have these
positions in place.

Business Assistance Portfolio Summary:

Detailed information regarding the DECD Business Assistance Portfolio is located in the report
Appendix. What follows is an analysis of the DECD Business Assistance Portfolio as of June 30,
2005. As of that date the financial default rate for this portfolio was 2%.

Fiscal Year 2004-2005 Business Assistance Portfolio Activity:

In fiscal year 2004-2005 the DECD provided $755,000 in financial business assistance to three
Connecticut companies. DECD’s investment leveraged $2,375,000 in additional private
investment. Additional information regarding these investments is located in the Appendix of this
report. Also during fiscal year 2004-2005, the DECD recovered more than $619,000 in funds
related to companies that relocated outside of Connecticut.

Fiscal Year 2004-2005 High Performance Work Organizations:
DECD did not have any High Performance Work Organization projects during fiscal year 2004-
2005.

ANALYSIS OF THE BUSINESS ASSISTANCE PORTFOLIO:

DECD Business Assistance Portfolio as of June 30, 2005:

Detailed information regarding the DECD Business Assistance Portfolio is located in the report
Appendix. What follows is an analysis of the DECD Business Assistance Portfolio as of June 30,
2005.

Composition of the Business Assistance Portfolio:

Total Number of Projects 133 100%
Total Number of DECD Projects 113 85%
Total Number of DECD/CDA Seamless Projects 20 15%

Seamless Projects:

In order to encourage economic growth within Connecticut and in accordance with P.A. 32-222,
DECD and CDA offer low cost capital to Connecticut businesses. As part of this initiative to
assist businesses in accessing this low cost capital and to facilitate a borrower friendly loan
approval and provide for one funding process, DECD or CDA may propose that they participate
in certain loan transactions together. These transactions are called seamless projects.

Business Assistance Project funding can be in the form of a loan, grant, loan
guarantee, asset transfer or any combination thereof:

Projects Funded by Loan Only 79 59%
Projects Funded by Grant Only 43 32%
Projects Funded by Combination of Grant and Loan 10 8%
Non-Monetary Deals 1 1%

Non-Monetary Deals include such non-monetary transactions as transfer of state land to a project
applicant.

Total value of DECD Business Assistance Investments:
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Total Portfolio Value $ 178,195,982 100%
Loans $ 116,983,199 66%
Grants $ 61,212,783 34%
It has been DECD’s policy since FY 1996 that financial assistance to businesses is, primarily, in
the form of a low-interest loan. Seventy percent of the grants included in the DECD Business
Assistance portfolio made to businesses were made prior to FY 1997 (see Table 14).

$ Value of
FY Grants % Of Total Cuml %

1993 $ 3,750,732 6% 6%
1994 $ 14,664,200 24% 30%
1995 $ 16,774,301 28% 57%
1996 $ 8,023,550 13% 71%
1997 $ 2,350,000 4% 74%
1998 $ 3,100,000 5% 79%
1999 $ 5,050,000 8% 88%
2000 $ 5,000,000 8% 96%
2001 $ - 0% 96%
2002 $ - 0% 96%
2003 $ - 0% 96%
2004 $ 2,500,000* 4% 100%
2005 $ - 0% 100%
Total $61,212,783 100%

Source: DECD
*OPM Urban Action Grant administered by DECD

Table 14.1 provides the percentage distribution of grants in each of the portfolio years.

FY # Of Grants % Of Total Cuml %
1993 2 4% 4%
1994 5 9% 13%
1995 14 26% 40%
1996 16 30% 70%
1997 7 13% 83%
1998 4 8% 91%
1999 3 6% 96%
2000 1 2% 98%
2001 0 0% 98%
2002 0 0% 98%
2003 0 0% 98%
2004 1 2% 100%
2005 0 0% 100%
Total 53 100%

Source: DECD
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Note the figures in tables 14 and 15 include the grant
portion of 10 projects that received both a loan and a
grant.

Project Funding Sources:

The Economic Development and Manufacturers Assistance (MAA) is DECD’s primary funding
source for providing direct financial assistance to businesses. MAA was created by the
legislature in 1990 to strengthen the state’'s economy by providing financial assistance to
manufacturers and economic-based businesses for eligible economic development projects.
Table 15 provides a break down of funding by funding source.

Dollar Value %
MAA $ 163,495,982 91%
NVRLF $ 400,000 <1%
UA $ 14,300,000 9%

Source: DECD

Table 15.1 provides a break out of loans and grants for MAA. Seventy-one percent of MAA
funds used for business assistance projects were provided in the form of loans.

Dollar Value %
MAA $ 163,495,982 100%
Loans $ 116,583,199 71%
Grants $ 46,912,783 29%

Source: DECD

Table 15.2 provides a break out of loans and grants for the Naugatuck Valley Revolving Loan
(NVRLF). One hundred percent of the fund was used for business assistance projects provided
in the form of loans. The NVRLF, being a revolving loan fund can only provide loans.

Dollar Value %
NVRLF $ 400,000 100%
Loans $ 400,000 100%
Grants $ - 0%

Source: DECD

Table 15.3 provides a break out of loans and grants for Urban Action Grant funds. One hundred
percent of Urban Action Grant (UA) funds used for business assistance projects was provided in
the form of grants. By statute UA funding must be in the form of a grant.
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Dollar Value %
UA $ 14,300,000 100%
Loans $ - 0%
Grants $ 14,300,000 100%

Source: DECD

Leveraging:

As a result of DECD'’s business assistance investments of $178 million, an additional $1.2 billion
in private funds were invested in Connecticut's economy. In other words, for every dollar
invested by DECD, 6.9 dollars was invested by private industry. (See Table 15.4)

Total Amount Invested in Projects $ 1,409,028,605 100%
Total Non-DECD Invested in Projects $1,231,131,891 87%
Total DECD Invested In Projects $ 178,195,982 13%
Leverage Ratio 6.9

Source: DECD

Industrial Composition of the DECD Business Assistance Portfolio:

Table 16 shows the industry mix of the DECD Business Assistance portfolio as a percentage of
total DECD investment. Fifty-four percent of DECD business assistance funding was invested in
Connecticut manufacturers and thirty percent invested in businesses in the finance and
insurance sector. Note: NAICS is the acronym for the North American Industry Classification
System. NAICS was developed jointly by the U.S., Canada, and Mexico to provide new
comparability in statistics about business activity across North America.

NAICS Total DECD %
Investment

22-23 Utilities/Construction $ 1,150,000 1%
31-33 Manufacturing $ 95,496,732 54%
42  Wholesale $ 8,015,000 4%
44-45 Retail Trade $ 2,500,000 1%
48-49 Transportation and Warehousing $ 4,625,000 3%
51 Information $ 4,500,000 3%
52 Finance and Insurance $ 53,692,250 30%
53 Real Estate and Rental and Leasing $ 3,200,000 2%
54 Professional, Scientific and Technical Services $ 3,567,000 2%
56 Administrative and Support Services $ 1,200,000 1%
61 Educational Services $ 250,000 0%
Total $178,195,982 100%

Source: DECD
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Rate of DECD Participation:

DECD'’s average financial participation in the projects in its business assistance portfolio is 13%.
Eighty-one percent of business assistance grant dollars went to Connecticut manufacturers
while forty-five percent of business assistance loan dollars went to finance and insurance sector
businesses. Thirty-nine percent of business assistance loan dollars went to Connecticut
manufacturers.

Business Assistance Portfolio Mix of Investment Instruments:
Table 17 provides a tabular illustration of the mix of financial instruments used in the provision
of business assistance. These financial instruments include grants, loans and loan guarantees.

Loans make up sixty-six percent of DECD’s business assistance portfolio. Twenty-eight percent
of DECD’s business assistance investment occurred in the form of grants to Connecticut
manufacturing businesses.

Thirty percent of DECD’s business assistance investments occurred in the form of loans to
finance and insurance industry sector businesses. Connecticut manufacturers invested fifty-
three percent of funds privately invested in DECD assisted projects.
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22-23 Utilities/Construction 3 % - $ 1,150,000 $ 1,150,000 6% $ 20,160,508

31-33 Manufacturing 95 $49,562,783 $ 45,933,949 $ 95,496,732 13% $ 752,131,024

42 Wholesale 10 $ 1,450,000 $ 6,565,000 $ 8,015,000 9% $ 89,697,534

44-45 Retail Trade 2 $ - $ 2,500,000 $ 2,500,000 19% $ 13,061,000

48-49 Transportation and Warehousing 5 $ 4,200,000 $ 425,000 $ 4,625,000 6% $ 82,171,139

51 Information 2 $ - $ 4,500,000 $ 4,500,000 14% $ 32,800,000

52 Finance and Insurance 4 $ 1,100,000 $ 52,592,250 $ 53,692,250 14% $ 374,510,000
Real Estate and Rental and

53 Leasing 3 $ 2,700,000 $ 500,000 $ 3,200,000 57% $ 5,600,000
Professional, Scientific and

54 Technical Services 6 $ 2,000000 $ 1,567,000 $ 3,567,000 11% $ 31,505,000
Administrative and Support

56 Services 2 $ 200,000 $ 1,000,000 $ 1,200,000 20% $ 6,088,400

61 Educational Services 1 3 - $ 250,000 $ 250,000 19% $ 1,304,000

Total 133 $61,212,783 $116,983,199 $178,195,982 13% $1,409,028,605
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22-23
31-33
42
44-45
48-49

51
52
53

54

56

61

Wage Analysis:

Weighted Average $ 63,617
Straight Average $ 49,203

High $ 117,079
Low $ 16,640
Median $ 43,000
Mode $ 50,000

Table 18 provides the results of a portfolio wage
analysis. Companies in DECD’s active portfolio paid
an average annual salary of $63,617. The most
recent data from US Department of Labor states that
the average annual compensation in Connecticut for
all industries is $51,004. Note: the weighting factor
used in this analysis was employment.

Table 19 provides the portfolio wage data, stratified
over the portfolios industry mix. The highest average

wage paid by companies in the DECD Business Assistance portfolio come from those
businesses in the real estate industry followed by those in the finance and insurance
industry. The lowest wages come from those businesses in the administrative and

support services industry.

Utilities/Construction
Manufacturing

Wholesale

Retail Trade
Transportation and
Warehousing

Information

Finance and Insurance
Real Estate and Rental and
Leasing

Professional, Scientific and
Technical Services
Administrative and Support
Services

Educational Services

HH B B AP BB R P

62,473 $ 73,458 $ 62,473 $ 62,473 $
56,338 $ 61,070 $ 106,468 $ 16,640 $
32,710 $ 68969 $ 59,310 $ 19,968 $
52,257 $ 28534 $ 53,000 $ 19512 $
35052 $ 38,827 $ 45022 $ 23400 $
35006 $ 60,964 $ 41,406 $ 30,838 $
83,653 $ 118,506 $ 106,000 $ 70,374 $
117,079 $ 44476 $ 117,079 $ 117,079 $
88,615 $ 73206 $ 96,612 $ 40,352 $
26276 $ 31,334 $ 37,880 $ 22,880 $
69,950 $ 44444 $ 69,950 $ 69,950 $

62,473
42,300
35,515
45,000

35,275
36,122
87,604

117,079
72,950

30,380
69,950

Source: Bureau of Labor Statistics

Note: DECD'’s Active Portfolio is composed of businesses from every industry sector and region of the state. Jobs
range from blue-collar workers to white-collar professionals to corporate officers and owners. Therefore there is a
high disparity between the low and the high wages noted in the table above.

Benefits Analysis:

The majority of companies in DECD’s Active Business Assistance Portfolio provide
health benefits to their employees. Of 109 respondents to questions regarding
healthcare benefits, 107(98%) state that they provide healthcare benefits to their full-
time employees and 30 (28%) provide healthcare benefits to their part-time employees.
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Employment Summary:

DECD’s business assistance portfolio represents less than 12% of the total financial
assistance covered in the department’s economic, community and housing development
portfolios.

It is DECD’s practice to make job creation and retention a requirement in business
assistance agreements with companies but it is important to note that not every
investment in DECD’s business assistance portfolio carries such a requirement. The
primary reason for doing this is that many projects are financially supported to achieve
other public policy objectives such as brownfields remediation and redevelopment, urban
revitalization, infrastructure improvements, job training, cultural/quality of life
improvements, etc. While job creation and retention is certainly one of the most
important goals of the state’s economic development efforts, it is not the only goal.

When business assistance is offered, DECD negotiates employment obligations with its
client companies that are based on employment levels the company and DECD projects
will exist as a result of increased economic activity facilitated or generated from the
state’s investment.

As mentioned earlier in this report, DECD began providing financing in the early 1990s
with passage of the Economic Development and Manufacturers Assistance Act (MAA).
Programs such as MAA were relatively new in the nation at the time (especially to
Connecticut), and the state was in the throes of a severe economic downturn. The
department was charged with addressing the lack of available credit and stemming the
growing wave of faltering companies throughout the state.

Over the years, DECD has improved on its lending practices, underwriting contractual
requirements and monitoring. A contract entered into today is vastly different from one
of ten years ago. Older contracts are not as sophisticated as today's contracts, and do
not contain language that calls for the submission of certain information to DECD, nor do
they have language that provides DECD the ability to demand it.

In addition to these improvements, reporting criteria to the state legislature has also
changed over the past decade. It is important to remember that the department’s
business assistance portfolio still contains projects from that earlier period.  As new
reporting requirements emerge, DECD adjusts its contracts to include those
requirements, and ensures that the required information, going forward, is reported on.

The terms and conditions of DECD'’s financial assistance are negotiated on a case-by-
case basis and those negotiated terms and conditions are stipulated in contracts with
clients. Job creation and/or job retention requirements are one of several negotiated
conditions. The job creation/retention clause in DECD’s business assistance agreements
carries with it a specific level of jobs to be created and/or retained and an attainment or
retention date. In an iterative process, DECD works with companies in establishing
reasonable goals that are obtainable based on the most current information. These
goals are tied to specific timeframes that typically range from two to ten years, in which
specific employment goals need to be met. There are some instances where
companies have multi-year employment obligations and their final contract
performance cannot be determined until all years have been reviewed.
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When recipients of DECD business assistance have jobs to be created and/or retained,
the attainment/retention date is also stipulated in their contract. It is very important to
note that the business is not required to meet their jobs created and/or retained
obligations prior to or post the contractual attainment/retention date.

In the period prior to the contractual attainment/retention date, DECD monitors a
company’s employment levels. DECD does this to keep apprised of a company’s
performance as it approaches its goal and contractual attainment/retention date so that
problems can be addressed as early as possible should any arise during that period.
Once the contractual attainment/retention date is reached, a one-time audit of the
company’s payroll and personnel records is conducted by DECD. DECD also tracks a
company’s employment level, via an annual survey, in the post attainment/retention date
period.

In cases where a contractual job obligation is not met, DECD has, in accordance with
the contract between DECD and the recipient, the right to impose penalties that include
an increase in the interest rate of the loan for the remainder of the life of the loan and a
previously negotiated penalty payment per job not attained/retained, as the case may
be. DECD, however, makes every effort to work with the client to come to a suitable
resolution and actively encourages our financial assistance recipients to notify the
department of any potential or pending non-attainment of the jobs obligation of the
agreement.

In such cases, DECD makes every effort to help the company meet its contractual
obligation, including, but not limited to, technical assistance, such as turnaround
management, lean manufacturing, procurement assistance, etc. This is done to ensure
the long-term viability of the company and to protect the company’s employees. DECD
recognizes the fact that businesses are subject to market forces and that an adverse
change in a given businesses market or industry or in the general economy may
preclude a recipient from meeting its contractual job levels. The DECD is equally
cognizant of its fiduciary responsibility to Connecticut taxpayers. Unfortunately,
enforcing all contractual penalties on a recipient that is experiencing difficult times can
quickly make a bad situation worse.

DECD contracts may require recipients to repay all or a portion of their financial
assistance and/or have their loan interest rates increase as a result of failing to meet job
goals on time. Depending on the circumstances, including but not limited to, financial
capacity, ability to repay, economic conditions that impact job growth, market conditions
for their industry, and/or potential impact on the workforce that may occur as a result of
penalties being imposed, DECD may consider contractual modifications such as
reducing or modifying the financial penalty, revised job targets, extension of the time to
create/retain jobs, or waiving all or a portion of the penalty and job requirement. DECD
may also allow for payment of a penalty to occur over a period of time. In some
instances, the original contract may not have included a penalty, which could occur in
older agreements. In situations where modifications are made, DECD typically seeks to
obtain additional commitments or requirements from the recipient, such as additional
time commitments to Connecticut beyond the statutory 10-year obligation, additional
capital investments, additional job commitments, or alternative penalties. Any
contractual revisions are intended to preserve the business and the current workforce.
When all other reasonable remedies are exhausted, the DECD actively enforces the
“claw back” of funds from recipients not meeting their contractual obligations. The DECD
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takes its fiduciary responsibilities seriously and as such does not take contractual
defaults lightly. It is important to note that the department makes changes to executed
assistance agreements only after careful and informed consideration, including multiple
levels of internal review and consideration. The DECD views the modification of
executed assistance agreements to be a serious undertaking and should a dialogue
between the assistance recipient and the department become unproductive, the matter
can ultimately be referred to the Office of the Attorney General for legal action, including
collection of any amounts owed to the department per the terms of the financial
assistance agreement.

DECD'’s Job Creation and Job Retention Performance:

The DECD business assistance portfolio needs to be judged by its performance as a
portfolio and not solely by the performance of its individual investments. As with any
portfolio, there are performers and non-performers. Given the nature of the type of
projects the DECD is called upon to invest in, it is inevitable that the business assistance
portfolio will contain some poor performers. As indicated earlier, it is important to
consider and understand that job creation/retention, though important, is not the only
way in which success should be measured. DECD’s investments generate many other
benefits to the state, such as increased revenues via corporate, sales, and personal
income taxes, increased economic activity, indirect job creation, increased property
taxes to local communities, brownfield remediation and urban redevelopment, to name a
few. Another salient point that must be acknowledged is that the DECD is often the
lender of last resort and, without state financial assistance, companies in this position
would most likely fail. In these situations, DECD provides financial assistance with a full
understanding of the risks involved in an attempt to save a company and, more
importantly, preserve jobs.

Job Audits:

The following information is the status summary of job audits that have been conducted
as of June 30, 2005. This information represents the results of the companies in
DECD’s Business Assistance Portfolio that have contractual employment obligations
which, per the terms of their respective contacts, must be satisfied on or before
June 30, 2005. It is important to note that DECD’s Business Assistance Portfolio
accounts for only 12% of DECD'’s total investment portfolio (All DECD investments —
Business Assistance, Economic Development, Community Development and Housing
Development).

Table 20
Business Assistance Portfolio Job Audit Results as of June 30, 2005

% Of Contract
# Of Contract Actual Jobs | Requirement
Companies Jobs Retained Jobs Created Total Per Audit Attained
Met Job Goal 55 12,010 4,340 16,350 21,087 129%
Did Not Meet Job Goal 43 12,131 3,125 15,256 12,682 83%
Total 98 24,141 7,465 31,606 33,769 107%

Source: DECD

As noted in Table 20, of the 55 companies that met their goal, their results actually
exceeded their obligation by 29% (attained/retained more than the required number of
jobs). Companies that did not meet their obligation had an 83% attainment rate.
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Table 21 illustrates the fact that, in terms of job creation, the DECD Business Assistance
portfolio in aggregate has produced 7% more jobs than the assistance recipients were

contracted to produce.

Table 21
Business Assistance Portfolio
Job Goal Attainment

Total Jobs Total Jobs
% of # Of Required Based on
Target Companies By Contract Job Audit
>150% 9 1,384 3,751
141-150% 2 2,660 3,901
131-140% 1 80 105
121-130% 7 1,668 2,104
111-120% 7 2,704 3,165
101-110% 13 4,763 4,968
100% 16 3,091 3,091
99-90% 5 9,414 8,770
89-80% 9 1,726 1,437
79-70% 8 1,711 1,294
69-60% 7 600 385
59-50% 5 1,081 5901
<50% 9 724 205
Source: DECD

Fifty-six percent of the companies that have undergone their contractually obligated job
audit met or exceeded their job goals. Seventy-nine percent met seventy percent or
more of their contractually bound jobs commitment. As of June 30, 2005, overall
contractual employment targets have been exceeded by 7%. This number will fluctuate
from year to year, due to new companies being added to the portfolio and companies
that have fulfilled their obligations dropped off the report. There are also several
companies that have multi-year employment obligations, so their numbers will rise and
fall over time and the overall performance of the contractual employment targets will

change.

Recoveries associated with companies that did not meet their job targets total $5.5
million. Recoveries include prepayments of loans, interest rate assessments, and partial

repayments of grants.

Dollar Per Job Analysis:

Table 22 provides the cost to the state per job created and retained.
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Table 22
DECD Dollar Cost Per Job Based on Actual Job Audit Results

Total Total Total Actual Jobs DECD Dollar
Grant Loan Assistance Created/Retained Cost Per Job
Met Job Goal $ 28,125,000 $ 83,067,750 $111,192,750 21,087 $ 5,273
Did not Meet Job Goal |$ 16,247,000 $ 17,586,044 $ 33,833,044 12,682 $ 2,668
Total $ 44,372,000 $ 100,653,794 $145,025,794 33,769 $ 4,295

Source: DECD

It is important to note that each person employed as a result of DECD business
assistance pays income tax to the state. Assuming each of the 33,769 jobs noted in
Table 22 earned the median* portfolio wage of $43,000 and paid 3% of their wages in
income taxes, the jobs created and retained by DECD business assistance represent
approximately $43 million in annual tax revenue to the state. Based on this figure alone,
the state recoups DECD'’s investment in a little over three years (and a little over two
years if the average portfolio wage is used in the calculation).

*Note: The median portfolio wage was used for the purpose of making a conservative estimate.
The average portfolio wage is $63,617. Using the average portfolio wage in previous calculation
would have yielded a larger annual tax revenue figure. Also, the figures above represent a rough
estimate of the direct personal income tax impact of direct employment only — no multiplier was
used.

Business Assistance Portfolio Survey:

In an effort to meet all of this report’s statutory reporting requirements, DECD contracts
with a certified public accounting firm to survey active business portfolio recipients
regarding their employment and wage levels. The data collected in this survey is
located in the appendix of this report. The survey data represents a “snapshot in time”.
Businesses and markets are dynamic. Factors such as sales volume, interest rates and
production and employment levels fluctuate over the course of a year and also over a
period of years.

As stated above, contractual job creation and retention performance is determined by a
formal audit; survey data is reviewed and included in this report per statutory
requirements. This has created a great deal of confusion in recent years.

The job information obtained from surveys is utilized for this report and is not
used in determining compliance with the recipient’s contract and is therefore not
discussed in this section of the report.

Economic Impact Analysis:

Using the REMI Policy Insight Econometric model the DECD estimated the impact of its
Business Assistance Investments. The following table illustrates the significant impact
DECD'’s investments have had on the state’s economy.
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Table 23
Business Assistance Portfolio
Economic Impact

PORTFOLIO FISCAL YEAR

AGGREGATE 2005
Gross Regional Product $ 1,373,678,834 $ 111,712,050
Income $ 1,120,109,800 $ 92,470,000
State Net Rev. $ 76,074,982 $ 2,155,237
Local Net Rev. $ 11,334,744 $ 2,039,178

Source: DECD

Note: The impact expressed in this section is based solely on the
investment of capital that resulted from DECD’s business
assistance. It does not take into consideration the impact that
has resulted from the direct job creation that has occurred as a
result of DECD’s investments. It is therefore a conservative
estimate.

Employment Impact:

Using the Business Assistance Portfolio data, discussed on pages 69 through 80, and
the REMI Policy Insight econometric model, DECD estimates that the business
assistance investments have created and retained approximately 56,000 direct and
indirect jobs in Connecticut's economy. Table 24 provides a breakout of these jobs in
terms of created, retained and construction related.

Table 24
Business Assistance Portfolio
Direct and Indirect Job Impact

Created 16,029
Retained 32,408
Construction Jobs 7,639

Source: DECD

DECD used the REMI Policy Insight Model to estimate the direct and indirect
employment generated by DECD’s Business Assistance projects and the indirect
employment generated by the direct jobs created and retained by DECD assistance
agreements.

It is also important to note that this analysis does not take into consideration all of the
DECD investments that are no longer in the agency’s Business Assistance portfolio.
Projects are removed from the portfolio once businesses’ contractual obligations have
been met.

Productivity Contribution:

In the last fourteen years, DECD has used this program on 104 occasions to assist firms
across thirty-five different industries. Over this span, marginal productivity has increased
by 24% for new employment associated with these investments.

In order to identify the “productivity of recipients of financial assistance as a result of the
department's investment occurring in the preceding state fiscal year” DECD has
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employed the REMI model, and used the same data resulting from the EIA of the
Economic Development portfolio.

Productivity, or more specifically, marginal productivity, is defined as the change in
output per employee for new employment created by DECD investments. These
changes are tracked by industry, and over time, with summaries for both categories
given in the results. Since these changes are results of the REMI EIA, they refer to
changes to these parameters relative to the baseline (no change) economic forecast,
and therefore, reflect productivity changes to new employees, and do not describe the
existing employment base.

Estimated Increase in Local Property Values and Property Tax Revenues as a
Result of DECD’s Business Assistance Investments:

Table 25 provides the estimated impact that DECD business assistance investments
have had on property values in the municipalities in which the investments were made.

FY 2004-2005 Projects $ 1,137,500
Portfolio Impact $ 730,519,210

Represents Estimated Assessed Value: 70% of Investment Made In Real and Personal
Property

Source: DECD

Table 26 provides the estimated property taxes generated by DECD’s business
assistance investments.

FY 2004-2005 Projects $ 66,184
Portfolio Aggregate Annual Impact $ 22,123,475
Portfolio Cumulative Impact (FY 1992 -FY 2005) $ 156,037,906

Source: DECD

Economic And Competitive Conditions Affecting Connecticut's

Businesses:

DECD asked each of the companies in its Business Assistance portfolio to rate their
concern regarding several competitiveness concerns that the department has noted to
be of interest to Connecticut businesses and/or have been discussed in the media or in
the legislature. Table 27 provides a breakdown of the responses received.
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Table 27

Competitiveness Concerns
Companies were asked to indicate their level of concern regarding the several
specific competitive issues.
Property Taxes State Regulations
\Very Concerned 49%| [Very Concerned 43%
Somewhat Concerned 43% [Somewhat Concerned 44%
Not Very Concerned 8% [Not Very Concerned 12%
Not Concerned 0% |Not Concerned 1%
Finding Skilled Workers Healthcare Costs
\Very Concerned 40%| [Very Concerned 88%
Somewhat Concerned 53% [Somewhat Concerned 11%
Not Very Concerned 6% [Not Very Concerned 1%
Not Concerned 1%| |Not Concerned 0%
State Business Taxes Transportation/Highway Congestion
\Very Concerned 51% [Very Concerned 30%
Somewhat Concerned 41%| [Somewhat Concerned 44%
Not Very Concerned 7% [Not Very Concerned 23%)
Not Concerned 1%| |Not Concerned 3%
Workers Compensation Costs Energy Prices
\Very Concerned 63%| [Very Concerned 80%
Somewhat Concerned 35%| [Somewhat Concerned 17%
Not Very Concerned 1% |Not Very Concerned 2%
Not Concerned 1%| |Not Concerned 0%

DECD Business Outreach and the Economic and Competitiveness
Concerns of Connecticut Businesses:

In an expansion of last year's pilot Business/Industry Outreach Program, DECD
representatives are making on-site visits to a variety of industries to assess their needs
and offer ways the department can be of assistance. Staff of the Office of Business and
Industry Development (OBID) identified the industries in the state that have high location
qguotients, high employment and high job multipliers as the “drivers” of the Connecticut
economy. Targeted industries include aerospace and defense, chemicals, electronics
and energy, information technology, insurance and financial services, machine
manufacturing, medical devices, metals and plastics.

In an effort to assist those industries, OBID was reorganized to take a proactive role in
working with Connecticut businesses. Staff was assigned to provide outreach to the
targeted industries and the outreach program identified several issues that are common
among these industries: 1) high cost of insurance (health, worker’'s and unemployment
compensation); 2) cost of living; 3) increasing taxes (both business and personal
property); 4) aging and shrinking workforce in the manufacturing industry and lack of a
large labor pool to draw from; 5) the congestion of Connecticut’'s highway system; 6)
high utility rates; 7) lack of mass transit; 8) cumbersome process for compliance with
state regulations; 9) lack of private funding for small businesses, particularly for working
capital and 10) outsourcing.

Based on those findings, OBID prioritized the issues by identifying solutions that are
quicker to implement. As a result of that, the agency created the Small Manufacturers
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Competitiveness Fund to help Connecticut's small manufacturers. The $1 million fund
will allow DECD to assist small manufacturers in financing projects that will make them
more efficient and, therefore, more competitive. Through the fund, DECD can provide
technical assistance as well as loans for inventory, working capital, equipment,
machinery, etc. In addition, OBID utilized DECD resources to fund businesses that need
assistance with their training needs through the Department of Labor.

Additional “plus factors” of the outreach program implemented by OBID are the
opportunities for staff to build better relationships with businesses and the ability of staff
to enhance industry awareness, develop new partnerships, and develop a specific point
of contact for each business. In addition, during an outreach visit, staff can make
businesses aware of the various other programs (financial and/or technical assistance)
available to them through other state agencies, non-profit organizations and private
resources. Most importantly, this initiative fills a gap for those small businesses that are
not able to maneuver within the local and state bureaucracies. Staff will continue to
research additional assistance programs that can be used to meet some of the problems
identified above.

Small Businesses and Minority Business Enterprises Analysis:

The OBID is the agency’s statewide marketing and investment arm and its central
advocate for business and economic development. Housed within OBID is the Office of
Small Business (OSB) established under CGS 32-9n. Responsibilities of OBID and
OSB include technical assistance to business and economic development customers
and the development of partnerships with advocacy groups, businesses, communities
and developers as well as state and federal agencies.

Two important customers of OBID are small businesses, and businesses owned by
women and/or minorities. During 2004-2005, the department created the Office of Small
Business to enhance DECD outreach efforts to small and mid-size businesses. In
addition, the department joined the Eastern Connecticut Chamber of Commerce, the
Greater New Haven Chamber of Commerce, the Middlesex Chamber of Commerce and
the Greater Waterbury Chamber of Commerce. Staff from OBID attends Chamber
business networking events on a regular basis as a way of building partnerships with
Connecticut businesses.

OBID also assisted minority business enterprises in a number of ways during 2004-2005
including: 1) attending events of the Connecticut Minority Suppliers Development
Council (CMSDC); 2) funding the Woman/Minority Businesses Loan Guarantee Program
at the Community Economic Development Fund (CEDF) and 3) funding a loan program
to the Spanish-American Merchants Association (SAMA) in Hartford.

OBID participated in numerous outreach events to encourage business and industry
development in Connecticut: 1) the Connecticut Department of Labor Manufacturers
event, with 75 attendees; 2) the Small Manufacturers Association dinner, with 100
attendees; 3) the Town of Windham Developers Day, with 40 attendees; 4) the
Governor's Manufacturing Day, with 200 attendees; 5) a presentation given for the
Cheshire Economic Development Commission, with 12 attendees; 6) a panel
presentation at the Small Manufacturers Association annual meeting, with 120
attendees; 7) the Northwest Chamber of Commerce Manufacturers Coalition, with 25
attendees; 8) the same group, with another 25 attendees and 9) the Connecticut
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Business Expo, with 5,000 attendees. Small businesses and minority business
enterprises also participated in these events.

Programs Used to Support Small and Minority-Owned Businesses:

The DECD has a number of initiatives to assist small and minority-owned businesses.
P.A. 99-208 (CGS Section 32-9n), as amended, created a micro-loan and loan
guarantee program for businesses owned by women and minorities. DECD committed
$200,000 in support of the loan guarantee program for this initiative, which leveraged
another $600,000 in loan funds. An additional $400,000 has been committed to the
program that will again leverage another $1,200,000. DECD, working with the
Community Economic Development Fund (CEDF), provides a 30% guarantee on loans
of up to $50,000 to eligible women and minority business owners.

Another program administered by the DECD is the Inner City Business Strategy
Guarantee Program. DECD committed $300,000 in the form of an Economic
Development and Manufacturing Assistance (MAA) loan guarantee that will leverage
$1,000,000 in direct financing by CEDF. Direct loans of $5,000 to $250,000 will be
made by CEDF to eligible business applicants, and these loans will be supported by the
30% loan guarantee provided by DECD (with the aggregate amount of loan guarantees
not to exceed $300,000). Eligible businesses must be located in one of five eligible
cities: Bridgeport, Hartford, New Britain, New Haven and Waterbury. Consideration will
be given to eligible loan recipients that conduct business in key Industry Clusters that
provide opportunities for growth and economic stability in the inner cities. The goal of
this program is to assist entrepreneurs in developing market-based opportunities for
inner-city growth that can create jobs, income and wealth for local residents. The
Connecticut Inner City Business Strategy, launched by the Governor's Competitiveness
Council, supports the types of efforts and opportunities that will be provided through this
program. Another program that directly assists small businesses is the Dry Cleaning
Establishment Remediation Fund. This program provides direct grants to eligible dry
cleaning businesses to conduct the environmental remediation of site contamination
caused by the dry cleaning operations. This program was amended by the legislature
during the 2005 session to raise the maximum grant award to $300,000 and to amend
some of the application conditions to make the program easier for small businesses to
access.

Business Assistance Portfolio Small Businesses:

Table 28 provides the breakout of small businesses within the DECD Business
Assistance Portfolio. Of the 109 respondents to DECD’s Business Assistance portfolio
survey approximately 59 percent fall into the small business category (as defined as
having fewer than 100 employees).

Table 28
Business Assistance Portfolio Small Businesses
# Of Small Businesses (less than 100 jobs and based 64
on Respondents)
# Of Small Businesses (less than 50 jobs and based on 40
Respondents)
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E. BUSINESS RECRUITMENT

Business Expansion, Recruitment and Retention:

During 2004-2005, the Office of Industry Clusters Initiative and Business Recruitment
was responsible for all out-of-state business expansion, recruitment and retention
activities. This office is now known as the Office of Strategic Competitiveness (OSC).
As of August 2005, the functions of business expansion, recruitment and retention are
the responsibility of the Office of Business and Industry Development (OBID). However,
information presented in this 2004-2005 agency annual report comes from the activity of
OscC.

DECD staff responsible for out-of-state business expansion, recruitment and retention
bring together all available resources to provide client-driven, customized packages of
benefits and assistance to businesses that are considering relocating their out of state
operations to Connecticut or expanding their existing, in-state operations.

Responsibilities include:

e Recruiting businesses to locate, expand or remain in Connecticut through the use of
prospect identification/targeting and state incentives

o Client intake, client assessment, project feasibility review, assistance identification
and packaging, product and service delivery (including real estate and site location
assistance)

e Collecting and maintaining performance data on the business and economic

development projects executed by staff

Leveraging DECD assistance funds

Linkage to workforce development, education and training resources and programs

Out of state marketing

Business development and outreach

Deal negotiations and structuring

Project monitoring and pipeline reports

During fiscal year 2004-2005, the number of Business Response Center referrals
answered was 106 and the number of businesses visited was 25.

Table 29 illustrates additional business recruitment activity during that period:

Table 29
2004-2005 Business Recruitment Activity

Letters of Interest # Issued Value Capital Investment Jobs Retained/Created

6 $83,000,000 $388,000,000 1,555/1,333
Business Proposals # Issued Value Capital Investment Jobs Retained/Created

4 $36,000,000 $164,000,000 917/1,019
Business Agreements # Executed Value Capital Investment Jobs Retained/Created

3 $32,000,000 $142,000,000 366/840

Highlights in Business Expansion/Recruitment/Retention for 2004-2005:

The following information details specific accomplishments during the fiscal year:

e Awarded $5 million in Urban Reinvestment Tax Credits to Eppendorf Manufacturing,
Inc. to establish a new manufacturing operation in Enfield. The company occupied
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and refurbished a 190,000 square-foot vacant facility. The capital investment made
by Eppendorf exceeded $23.1 million and will create 115 new jobs within five years.

e Awarded $20 million in Urban Reinvestment Tax Credits to the Lowe’s Co. to build a
new distribution center in Plainfield. The capital investment the company made in
Connecticut exceeded $80 million, and Lowe’s is committed to creating 525 new jobs
for the state.

e Awarded $7 million in Urban Reinvestment Tax Credits to Factset Research
Systems, Inc. for a retention and expansion project in Norwalk. The company’s
capital investment exceeded $36 million while retaining 356 jobs and committing to
create an additional 200 jobs.

¢ Retained Synapse Group, Inc., the leading independent provider of customer service
and management services for publishers of consumer magazines in the United
States. This company consolidated its corporate headquarters in Stamford instead
of Westchester, N.Y. The project consisted of 80,000 square feet, with costs around
$12 million. Some 295 jobs were retained and 45 new jobs will be created. Although
offered a $500,000 loan, Synapse did not accept any state assistance.

2004-2005 Business Relocation Efforts:

o Based on (preliminary) information from the Connecticut Economic Resource Center
(CERC), over 23 companies relocated to Connecticut in calendar year 2004 creating
over 277 new Connecticut jobs, and over 2lcompanies in calendar year 2005
creating over 218 new Connecticut jobs.

e The top three places in Connecticut where companies relocated to in calendar year
2004 were Greenwich, Stamford and Milford, respectively. The top places in
Connecticut where companies relocated to in calendar year 2005 were Danbury,
Stamford and Norwalk.

e The top three places where relocated companies came from in calendar year 2004
were New York, Massachusetts, Rhode Island and Vermont respectively. The top
three places where relocated companies came from in calendar year 2005 were New
York, Massachusetts and Florida.

e The 23 companies that relocated to Connecticut in calendar year 2004 located in the
following municipalities: Avon, Bristol, Clinton, Danbury, East Hartford, Farmington,
Greenwich, Milford, New Haven, Norwalk, Oxford, Plainfield, Redding, Roxbury,
Stamford, Waterbury, Windham.

e The 21 companies that relocated to Connecticut in calendar year 2005 located in the
following municipalities:  Bridgeport, Cheshire, Clinton, Danbury, East Granby,
Greenwich, Guilford, New Canaan, New Milford, Norwalk, Putnam, Stamford,
Stonington, Suffield, West Hartford, Westport, Wilton, Windsor.

F. INTERNATIONAL TRADE AND FOREIGN DIRECT
INVESTMENT

Overview of Connecticut Exports for Fiscal Year 2004-2005:

Exports increase a state’s GSP and lead to job creation. In 2004, Connecticut registered
$8.56 billion in exports, up from $8.14 billion in 2003. Year-to-date third quarter 2005
figures from the World Institute for Strategic Economic Research (WISER), the most
recent available data, indicate that Connecticut exports are up 11.54% over the same
time last year. Top export sectors continue and are projected to be transportation
equipment and optical and medical instruments. As in the past, Canada continues to be
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Connecticut's top export destination. Growing Connecticut export markets to watch
include Belgium, Brazil, China, Malaysia and the Netherlands.

Although Connecticut is a small state geographically, the state’s export sector is sizable,
and outperforms national export figures. According to a recent report prepared for the
Eastern Trade Council, Connecticut’s trade value in dollars increased 40% between
1996-2004, while the U.S. figure increased 31% over the same time. Connecticut’s
continued growth in exports is a positive for the state’s economy.

The growth in Connecticut’'s exports is a double-edged sword, however, in that it makes
Connecticut’'s economy more susceptible to international pressures. A volatile global
market place could easily translate into increased volatility in Connecticut’'s economy.

Chart 14: Connecticut's Exports Trend Upward
(Billions $)
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Chart 14 puts Connecticut’s exports in perspective. From 1997 to 2005, exports are on
a long-term upward trend. As reported by the World Institute for Social and Economic
Research (WISER), and measured by the North American Industry Classification
System (NAICS) — used since 1997 — Connecticut exports increased from $7.06 billion in
1997 to $8.56 billion in 2004, a 21 percent increase. In FY 2004-2005, Connecticut’s
exports reached an all-time quarterly high. In Q2 2005 (the last quarter of FY 2004-
2005), Connecticut’s exports of $2.35 billion alone have exceeded the previous quarterly
peak of $2.31.
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Chart 15: CT Quarterly Exports by Fiscal Year 1997- 2005
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New England exports from 1997 to 2005 increased 25 percent, while U.S. exports
increased 19 percent. Through the second quarter of 2005, second quarter (Q12005 +
Q2 2005), Connecticut’s exports totaled $4.66 billion. Should this trend continue in the
second half, 2005 will post a new all-time high as well.

Chart 15 plots Connecticut’'s quarterly export totals by fiscal year. As noted, FY 2004-
2005 shows very strong export growth. From FY 1996-1997 through the first quarter of
FY 2000-2001, the upward trend is barely noticeable and very uneven. However, from
the second quarter of FY 2000-2001, a steep decline occurs through Q3 and Q4 that
continues into FY 2002-2003 until the fourth quarter when a turn-around begins. This
coincides with the national economic recession that occurred from mid-2000 through
early 2003, as well as the events of September 11 and its economic impact on the airline
industry. Through FY 2002-2003, export volume is relatively flat. However, this decline
and unsteady trend is reversed beginning in FY 2003-2004. The upward trend is clearly
evident and steady in both FY 2003-2004 and more so in 2004-2005.

Chart 16 compares export volume by fiscal year quarters. It demonstrates how in FY
2004-2005 (blue bars) the state’s exports rise steadily and above any other single
quarter. Thus, it can be concluded that the national recovery and the increased
business and consumer confidence that ensued, along with improving world demand,
have helped drive Connecticut’'s export performance to a new level.
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Chart 16 --Connecticut Exports by Fiscal Year
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In an increasingly global economy, Connecticut's exports, since exceeding defense
spending in 1990, significantly increased their role in the state’s economy. In 2004,
annual exports grew 5.2 percent - from $8.14 billion to $8.56 billion. The export share of
Gross State Product (GSP) was also sustained at an estimated 5.0 percent of GSP in
2004, up from 4.4 percent of GSP in 2003.

Based on historic trends, the New England states’ export growth levels are projected in
order to bring the time series from the actual most recently reported year (2002) to the
present. It is important to remember that these are trend-based estimates only for lack
of more current data. Connecticut is only second to Massachusetts in its volume of total
merchandise exports among the New England states. The relative strength of FY 2004-
2005 exports bodes well for both the current and future growth of the Connecticut
economy. (See Chart 17).
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Chart 17: Connecticut & US Export Trends
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Connecticut’'s export composition has remained remarkably stable (Chart 18). In 2004,
transportation equipment, machinery, computer and electronic products, chemicals, and
other miscellaneous manufactured commodities ranked as Connecticut’'s top five
exporting industries. Electrical equipment, fabricated and primary metals, plastics and
paper products round out the top ten. Transportation equipment’s dominating share still
ranked first in 2004 at 37.1 percent. Industrial machinery and computers remained
Connecticut’'s second largest export at 12.9 percent in 2004.

The mix of Connecticut's international trading partners has also exhibited consistency
over the years. In 2004, Canada was the number one destination for Connecticut
exports, however this share has eroded as more and more developing economies enter
the global market place. The balance of the top ten export destinations are France,
Germany, Mexico, United Kingdom, Japan, Singapore, Netherlands, Belgium, and
Switzerland.
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Chart 18: Connecticut 2004 Export Shares
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Overview of Foreign Direct Investment In Connecticut:

Foreign direct investment (FDI) is any major investment by foreign companies, such as
construction of new plants, or ownership of property and equipment in the United States.
FDI is important because it creates new jobs, leads to the adoption of advanced new
technologies, or management and workforce practices. For example, Japanese
automobile plants in the Midwest sparked American companies to adopt more advanced
manufacturing technologies.

According to the Organization for International Investment, U.S. subsidiaries of
Connecticut now employ 104,900 Connecticut workers, an increase of 17% over 5
years. U.S. subsidiaries provide the livelihood of 7% of Connecticut's private sector
workforce. Oll data shows that Connecticut ranks 4™ in the country in the share of its
workforce supported by U.S. subsidiaries.

Foreign direct investment has increased in the United States and around the world since
the 1970s. In the United States, incoming FDI has grown from $134 billion for all of the
1970s to $1,181 billion in 2002. A large share of FDI in Connecticut comes from
Canada and Europe, but South America, Japan, and Asia have also made significant
investments. Charts 20 and 21 show the actual and projected growth rates of foreign
investment by state compared with New England and the U.S. Connecticut is in the
“middle of the pack,” slightly above the U.S. growth pattern, but below New England as
a whole. Vermont leads all New England states perhaps because of the well-publicized
IBM border trade with Canada. New Hampshire and Massachusetts -- in part because
of their major port cities -- are also doing well.
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Chart 20: Growth Index Forecast Based on Trend
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Chart 21: Projected Foreign Direct Investment by State
(millions $)
40,000
_A
35,000 1 -
30,000 1 —
25,000
20,000 -
15,000 0/‘/_’/4
10,000 -
—a
+
[ +| __o— —0
5,000 - o ) .
0
2003 2004 2005 2006
—&— Connecticut —— Maine —a&— Massachusetts
—=— \Vermont Rhode Island —&— New Hampshire

Source: Organization for International Investment

To provide some indication of the actual magnitude of FDI in Connecticut and New
England, projections are made (Chart 22) — again based on historic trends only — to
update them to the present.

Summary of DECD’s International Efforts:
The role of the International Trade and Export Assistance Unit within the Office of the
Commissioner is to facilitate all international activity in the State of Connecticut.

Responsibilities are:

e Provide individual export assistance and trade promotion to small to medium-sized
Connecticut companies

e Organize and lead trade missions and research international trade shows
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e Promote foreign direct investment in Connecticut by providing assistance to foreign
companies interested in expanding or relocating to Connecticut

e Promote Connecticut abroad as an ideal business location and serve as the main
point of contact for any questions or issues involving Connecticut’s foreign-owned
companies

e Serve as the protocol liaison for ambassadors, consul generals and foreign
delegations visiting Connecticut.

Foreign Direct Investment/Business Assistance Projects:

During 2004-2005, the International Trade and Export Assistance Unit issued three
letters of interest valued at a total of $5 million. No actual business proposals and/or
agreements issued or executed were accepted.

A key highlight in foreign direct investment and business assistance during 2004-2005
involves Eppendorf, a German high-tech, biotechnology company. This company made
a $23.1 million capital investment in Connecticut and will manufacture its products in an
approximately 190,000 square foot facility in Enfield. The company has an agreement
with the Town of Enfield to double the facility’s size in the next 10 years and will employ
115- 135 individuals. Pending qualifications, Eppendorf could receive up to $5 million in
URA tax credits through the Office of Business and Industry Development after the third
year of operation.

Expansion and Relocation Projects:
The following eight foreign-owned companies, listed in Table 30, established a presence
in Connecticut in 2004-2005:

Table 30
Foreign Owned Companies Establishing a Presence in Connecticut in Fiscal
Year 2004-2005
Company Town Country of Industry Type of
Origin Assistance
Sintec Keramik Bridgeport Germany High-Tech Ceramics Technical
USA Inc.
Westfalia Inc. Bristol Germany Flexible Tubing Technical
Manufacturing
Mabanatft Inc. Darien Germany Services Technical
Bielomatik- South Germany Manufacturing/Machinery | Technical
Jagenberg Windsor Maintenance
FM Industries LLC | South Germany Services/Distributor Technical
(USA) Windsor
ITC Secure LLC Stamford United IT/Software Technical
Kingdom
Fibrelite Corp. Stonington United Manufacturing Technical
Kingdom
Kampf Machinery | Windsor Germany Manufacturing/Machinery | Technical
Corp. Maintenance

Source: DECD

Once fully established, these companies will create 150-250 jobs and invest $12-14
million in Connecticut.

International staff continued to organize the quarterly roundtable meetings of
Connecticut's German companies during 2004-2005 and approximately 60 German
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companies attended each meeting. These meetings have provided many business
leads and referrals.

International Trade Delegations:

During 2004-2005, International staff scheduled, hosted, met and secured arrangements
for nine delegations from the following countries: China (3), the Dominican Republic (1),
India (1), Korea (1), Nigeria (1), Puerto Rico (1) and Vietnam (1).

These visiting delegations learned about economic development and business practices
in Connecticut as well as bilateral trade relations between Connecticut and their
respective countries. Areas of cooperation, including trade leads, were also frequent
topics of discussion. Delegation membership varied widely, ranging from small business
owners to provincial government officials. The Ambassador of Vietham met with DECD
Commissioners to talk about Connecticut’s business climate. DECD enlisted the support
of the State Department of Education, Central Connecticut State University, the
Connecticut World Trade Association and the World Affairs Council for specific
programmatic assistance.

China’s multiple delegations to Connecticut underscore the 20-year sister-state
relationship between Connecticut and China’s Shandong Province. Our agreement with
China has served as an important catalyst to promote each partner's economic,
educational, social and cultural agenda/activity. This partnership has functioned to
create jobs, exchange trade leads, enhance development in both countries and train
Chinese provincial officials in Western government practices.

Trade Missions:

During the past fiscal year, Connecticut planned and coordinated trade missions to
Krakow and Warsaw, Poland and to China. Both missions were organized through the
Eastern Trade Council (ETC), an organization of 10 Northeastern states whose mission
is to promote trade opportunities and collaboration on a regional level. The ETC is an
arm of the Council of State Government's Eastern Regional Conference. Chair
membership rotates, and Connecticut currently is chair of the organization.

Of the two missions planned, only the October 2004 trade mission to Poland was
conducted. The China trade mission was postponed due to scheduling difficulties. A
new mission, with a redesigned agribusiness focus, is planned for the future.

Poland’s admission to the European Union in May 2004 presented new customers and
business opportunities. The ETC sent 12 companies from 10 member states to Poland,
including two companies from Connecticut. The focus of the industries participating cut
across various sectors. Connecticut sent companies whose products are applicable to
the automotive, medical and safety/security industries. In addition to business
matchmaking appointments in both cities, participants received country and market
briefings and met with the U.S. Ambassador to Poland.

Technical Assistance and Outreach:

DECD'’s International staff provided approximately 2,375 hours of technical assistance
during 2004-2005. Staff fielded more than 1,900 commercial inquiries, ranging from
referrals to providing technical advice, direct marketing assistance, export financing and
grant requests.
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Outreach in 2004-2005 included responses to 38 referrals from the CERC Business
Response Center and site visits to 54 Connecticut businesses. Additional outreach was
implemented through seminars, trade reports, videoconferences, workshops and other
events. One integral piece of the department’s international outreach continues to be
the Export Assistance Program.

Export Assistance Program:

DECD works with the U.S. Department of Commerce (USDOC) Middletown Export
Assistance Center to offer the Export Assistance Program. This is a reimbursement
program designed to help Connecticut's small and medium-sized companies explore
global market opportunities. In 2002, Connecticut signed a cooperative agreement with
the USDOC that allows DECD to reimburse Connecticut companies 50% up to $1,000
during a 12-month period for the participation fees in USDOC programs. These
programs include one-on-one business appointments with foreign companies (Gold Key
Service), partner searches/contact lists (International Partner Search), international
company background checks (International Company Profile) and advertisements in
Commercial News USA, a publication that is available only abroad. Participation fees
vary by program and country and reimbursement is not provided for company travel,
lodging, meals, etc.

To qualify for the Export Assistance Program, a company must have fewer than 500
employees, manufacture 51% of its product in Connecticut, have been in operation for
two years and have a business plan. Application to the program is required. Following
program participation, companies are surveyed to gauge client satisfaction and
determine whether market successes were achieved.

In 2004-2005, the Export Assistance Program provided $5,475 in reimbursements to 11
companies in 15 programs. Companies often participated in more than one program.

FY 2004-2005 Export Assistance Program Participation:

Companies used the Export Assistance Program in a host of countries, including Brazil,
Canada, France, Germany, Japan, Mexico and Spain. This program aided companies in
the location of agents, distributors, representatives and joint ventures in order to achieve
lasting business relationships, not merely one-time sales to an end-user. Connecticut
companies gain trade leads and information about key trade shows from patrticipation in
the program as well as from contact with DECD and USDOC staff.

The Export Assistance Program is cost-effective not only to Connecticut companies but
to DECD as well. The department does not maintain paid staff offices in foreign
countries and, through the Export Assistance Program, has achieved direct access to
the USDOC worldwide network of offices and contacts in approximately 90 countries.

Connecticut is the first state to have such a cooperative reimbursement program with
USDOC and, in 2004-2005 several states studied our model for adoption in their
respective states because it is an excellent way to leverage limited resources.

Table 31 provides a tabular illustration of activity for the Export Assistance program in
fiscal year 2004-2005.
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Table 31

Export Assistance Program Participation Fiscal Year 2004-2005

Program Number of Program Participants

Gold Key Service 2
International Partner Search 5
Commercial News USA 7
Other (i.e., trade fair) 1
Total 15

Source: DECD

Videoconferences:

During 2004-2005, DECD organized and hosted two free videoconferences with USDOC
Commercial Service Officers in Brasilia and Sao Paolo, Brazil. One focused on the
aerospace industry, the other on medical devices. Fourteen companies and 17
attendees participated in the sessions. The videoconferences give Connecticut
companies an opportunity to talk via video-link with market specialists to learn about a
country’s business opportunities. They can “get their feet wet” in a new market without
incurring the travel and lodging expenses. Participants receive country and industry
briefings, legal pointers, trade leads and trade event information. Following the
conferences, one company in Connecticut, whose product is applicable to both the
aerospace and medical device industries, successfully located a Brazilian distributor.
Three to five videoconferences, with different market and industry focuses, are planned
for the next fiscal year.

Workshops and Seminars:

DECD’s International Trade staff co-sponsored three half-day export documentation
seminars attended by a total of 42 companies and 60 individuals. These seminars
focused on the logistics of exporting — paperwork, freight forwarding, regulations and
licensing — and were a must for any company new to exporting. Two documentation
seminars are scheduled for the upcoming fiscal year.

Staff also presented export and international material at three “new-to-export”
workshops; total attendance was 45. The sessions were organized by the University of
Connecticut's Center for Small Business Development and were held at the Middletown
and Simsbury public libraries as well as at Oxford Airport. Companies who attended are
experienced in domestic sales only. Through the sessions, they learned about
international resources, marketing, cultural issues and export controls. DECD will work
to schedule future workshops on these topics in the next fiscal year.

Other Outreach Events:

In addition to the outreach described above, DECD International staff co-sponsored and
organized other events, such as business roundtable sessions, including a successful
American Chamber of Commerce (AmCham) Korea event that focused on the South
Korean aerospace market. Twenty-nine attendees from 23 companies attended this
presentation on doing business in Korea. AmCham Korea's President and a top
executive from Boeing led the presentation that included a segment by the Executive
Director of Connecticut’'s Aerospace Components Manufacturers.
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DECD also sponsored and maintained a booth at the Stamford Chamber of Commerce
International Trade Day attended by more than 250 participants.

G. ENTERPRISE ZONE PROGRAM:

Enterprise Zones:

Enterprise Zone programs originated in Great Britain in the late 1970’s and began
appearing in American states in the early 1980's. Connecticut was the first state to
enact an Enterprise Zone program in 1981. Currently, 39 states have Enterprise Zone
programs, as shown in the table below. The mix of incentives associated with the many
Enterprise Zone programs throughout the U.S. varies from state to state, but the
programs all operate under the general premise of stimulating economic activity in
distressed areas by providing economic incentives (primarily tax concessions) to
encourage firms to locate or expand their businesses in targeted geographic areas.
Table 32 provides a list of all of the states that have an enterprise zone program.

Table 32
State Enterprise Zone Programs
State Program(s) State Program(s)
Alabama Enterprise Zone Credit Minnesota Enterprise Zone Program
Arizona Enterprise Zone Program Missouri Enterprise Zone Credit
Arkansas Arkansas Enterprise Zone Program Nebraska Enterprise Zone Act
Incentives
California Enterprise Zones New Jersey Urban Enterprise Zone
Colorado Enterprise Zone Credits New Mexico Enterprise Zones
Connecticut Targeted Investment Community Benefits, |[New York Economic Development Zone (EDZ) Tax
Enterprise Corridor Zone Benefits Credit, Economic Development Zone
Incentive Credit, EDZ Wage Tax Credit,
EDZ Capital Credit, EDZ Sales/Use Tax
Credit, EDZ Real Property Tax Credit
Delaware Targeted Area Tax Credits North Carolina Development Zone Enhancements
Florida Florida Enterprise Zone Program Ohio Enterprise Zone Program
Georgia Job Tax Credit Oklahoma Enterprise Zones
Hawaii Enterprise Zone Program Oregon Enterprise Zone Program
lllinois Corporate Income Enterprise Zone Pennsylvania Enterprise Zone Credit
Incentives, Sales Tax Enterprise Zone
Incentives
Indiana Indiana Enterprise Zone Program Rhode Island Enterprise Zones Tax Incentives
lowa Enterprise Zone Program South Carolina Economic Impact Zone Investment Tax
Credit
Kansas Enterprise Zone Incentives Tennessee Enterprise Zone Contributions
Kentucky Enterprise Zone Program Texas Enterprise Zone Program
Louisiana Enterprise Zones Utah Enterprise Zones
Maine Pine Tree Opportunity Zones Virginia Enterprise Zone Program
Maryland Enterprise Zone Tax Credits, Enterprise Washington Community Empowerment Zone
Zone "Focus Area" Tax Credits
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Table 32 Continued

Massachusetts Economic Development Incentive Program |Wisconsin Enterprise Development Zone

Michigan Michigan Renaissance Zone Program

Source: Office of Program Policy Analysis and Government Accountability, Florida State Legislature,
Information Brief, March 2004, Report No. 04-24 and 2005 Area Development Online - State Incentives
Guide

National Enterprise Zone Performance:

In preparation for this report, agency staff conducted a literature search on performance
of Enterprise Zone programs administered throughout the nation and how the
performance of these programs has been measured. The conclusion drawn from this
review is that results nationwide have been mixed and inconsistent, and that the data
needed to truly measure the performance of these programs is not readily available for
analysis. It is therefore, difficult to conduct a definitive analysis. However, there are
some recurrent themes identifiable within the studies. The following excerpts from some
of the studies reviewed by DECD are provided to illustrate some of those recurring
themes. A bibliography of the studies reviewed for this section appears in the appendix
of this report.

“There are few studies that use reliable evaluation methods to estimate
the EZ impacts. Most studies rely on job creation figures reported by EZ
administrators. Even if these figures are accurate, they neglect the direct
and indirect impact of EZ incentives on other zone businesses. Without
comparable information on similar non-zone areas, it is difficult to
determine whether employment increases are due to EZ policies or to
unrelated policies or market forces.”

Engberg/ Greenbaum 2000.

“Although the economic development literature often discusses the
potential effects of enterprise zones, empirical research on, or analysis of
zone programs is somewhat limited. The modest amount of empirical
research is due to two basic constraints: (1) the lack of reliable
guantitative data to evaluate zone performance and (2) the difficulty of
isolating the effects of zone designation and incentives from those of
other economic development factors and initiatives.

Every study that examined data from multiple cases revealed variable
outcomes. Variability in job growth and investment was found between
state programs, as well as between zones within the same state.”
Rubin/Wilder 1996

“When Redfield tried to determine whether benefits from economic
development in enterprise zones outweighed costs, he concludes that
there is too little data to make a determination.”

Klemens 2003

“Local economic development programs are notoriously difficult to
evaluate.
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The experience of Florida and Virginia suggest that these programs will
not lead to job creation in blighted areas of inner cities, but have the
potential to increase home ownership and decrease vacancy rates.

We find that none of the three programs raise housing prices. In
Pennsylvania, the enterprise zone program had no detectable impact on
housing markets or labor markets. In contrast, program-induced
decreases in employment in Florida and Virginia are accompanied by
increases in home ownership and home occupancy, respectively. It
appears that zone benefits in these two states have had a greater
influence on housing demand than on business activity.

However, the programs do not appear to have increased local property
values to maintain property tax revenues.”
Engberg/ Greenbaum 1999.

The results of the analysis show that the EZ programs analyzed
(California, Kentucky, New York, Pennsylvania and Virginia) do not have
a noticeable impact on the employment growth of the local neighborhoods
immediately surrounding the zone areas. Bondonio 1999

“... the study found that qualifying as an enterprise zone had a positive
effect on a county’s rate of job creation.”

Couch/Atkinson/Smith

Again, these are recurrent themes found through our research and are not the definitive
statement on Connecticut's Enterprise Zone Program. Reports from the Office of
Legislative Research (OLR) over the past five years indicate a sustained interest in the
Enterprise Zone program. Proposed geographic expansions and broader applicability of
benefits (for example, to service sector businesses) indicate that, as an economic
development concept, the Enterprise Zone program continues to work in promoting job
creation, retention and business relocation. Connecticut continues to show demand for
the Enterprise Zone program through applications pending for the program.

Connecticut’s Enterprise Zone Program:

The Connecticut Enterprise Zone Program, along with various business-related incentive
subprograms, is administered within the Office of Business and Industry Development
(OBID). The Enterprise Zone Program is the core program on which many of these other
incentive programs are based. Program staff provides guidance to DECD business
expansion, retention and recruitment teams as well as to municipal officials who
coordinate the program application process at the local level.

Connecticut was the first state to establish Enterprise Zones, with the passage of P.A.
81-445 (Sec 32-70). In 1982, zones were designated in six communities. There are
currently 17 Enterprise Zones in Connecticut.

Enterprise Zone Goals and Objectives and Performance Measures:

Current statement of goals for enterprise zones desighated under Section 32-70
The goal of the enterprise zone program is to include, but not be limited to, increasing
private investment, expanding the tax base, providing job training and job creation for
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residents of enterprise zones and reducing property abandonment and housing blight in
enterprise zones.

The enterprise zone program is a state funded tax incentive program used to encourage
businesses to locate in urban areas. The program targets manufacturing companies as
well as selected service sector businesses. The benefits include a five-year local
property tax abatement on real and personal property and a 10-year corporate business
tax credit. There are seventeen targeted investment communities with enterprise zones
and two enterprise corridor zones located in the northeastern part of the state along I-
395 and in the Naugatuck Valley along Route 8.

Measures of performance include:

¢ Number of companies certified;

¢ Number of jobs created by industry and by town: and

e Square footage leased, purchased, expanded or renovated

Enterprise Zones (E2):

Connecticut General Statute 32-70 designates the establishment of the state's
Enterprise Zones. The zone itself consists of a census tract or several contiguous tracts
within a community. In order to be eligible to establish a traditional Enterprise Zone, a
community must meet certain criteria related to social and economic conditions.

Primary census tracts must meet at least one of the following:

e A poverty rate of at least 25%

e An unemployment rate of two times the state average

o At least 25% of the tract's population receives public assistance

Secondary census tracts must meet lower thresholds:

e A poverty rate of 15%

¢ An unemployment rate of at least 1.5 times the state average

o At least 15% of the tract's population receives public assistance

East Hartford, Groton and Southington were designated Enterprise Zone municipalities
in special legislation due to the impact of severe defense industry cutbacks. Each town
had lost a minimum of 2,000 positions. The above poverty criteria did not apply.

Connecticut Enterprise Zone Communities:
The following communities have been designated as Enterprise Zones:

Bridgeport Meriden Norwich
Bristol Middletown Southington
East Hartford New Britain Stamford
Groton New Haven Waterbury
Hamden New London Windham
Hartford Norwalk

Enterprise Corridor Zones (ECZ):

Enterprise Corridor Zones are located along Route 8 in the Naugatuck Valley and along
Interstate 395 in Eastern Connecticut. The benefits available in an Enterprise Corridor
Zone are the same as in an Enterprise Zone, and are subject to similar qualifying terms
and conditions. To obtain the enhanced 50% level of corporate credits, a company must
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fill 30% of its new full-time positions with residents who are JPTA-eligible and who live in
the community where the project takes place.

Municipalities in the Enterprise Corridor Zones are not classified as Targeted Investment
Communities, and are therefore not eligible to extend Urban Jobs Program benefits.
Benefits for eligible projects in an Enterprise Corridor Zone are identical to those in an
Enterprise Zone.

Enterprise Corridor Zone Communities:
The communities located in the Enterprise Corridor Zones are:

Ansonia Killingly Putnam Thompson
Beacon Falls Lisbon Seymour

Derby Naugatuck Sprague

Griswold Plainfield Sterling

Note: As a result of P. A. 05-194, Torrington and Winsted were authorized to act as
Enterprise Corridor Zone Communities.

Urban Jobs Program (UJ):

The Urban Jobs Program provides benefits to eligible companies with suitably induced
projects that are located in a Targeted Investment Community but outside the Enterprise
Zone. These companies are not impacted by any of the newly designated Enterprise
Zone level benefit areas described above. Urban Jobs benefits are lower than
Enterprise Zone level benefits, but require generally the same qualifying criteria.

Equivalent Zone Designations:
By statute, a municipality may have only one Enterprise Zone. However, a Targeted
Investment Community may, if certain conditions are met, designate other areas within
the municipality as having the equivalent of Enterprise Zone level benefits. Such
designations include:
e Contiguous Municipality Zone (CMZ) (Sec 32-70b CGS)
Defense Plant Zone (DPZ) (Sec 32-56 CGS
Entertainment District (ED) (Sec 32-76 CGS)
Manufacturing Plant Zone (Sec 32-75c CGS)
Qualified Manufacturing Plant (QMP) (Sec 32-75c CGS)
Railroad Depot Zone (RDZ) (Sec 32-75a CGS)

Benefits - Enterprise Zone Program:

Incentive benefits are provided for eligible business relocation/expansion projects within
the zone. Eligible clients for this program include manufacturers, warehouse distributors
(new construction/expansion only), service sector businesses and entertainment related
businesses.

There are basically two business incentives associated with an enterprise zone location:

o A five-year, 80% abatement of local property taxes on qualifying real and personal
property, subject to the property’s being new to the grand list of the municipality as a
direct result of a business expansion or renovation project, or in the case of an
existing building, having met the vacancy requirement. The property tax abatement
is for a full five-year period and takes effect with the start of the first full assessment

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005

94



year following the issuance of a "Certificate of Eligibility." Statutory reference to
these benefits can be found in CGS '32-9p, '32-9r, '32-9s, '12-81(59) and '12-81(60).

o A 10-year, 25% credit on that portion of the state's corporation business tax that is
directly attributable to a business expansion or renovation project as determined by
the Connecticut Department of Revenue Services. The corporation tax credit is
available for a full 10-year period and takes effect with the start of the first full fiscal
year of the business following the issuance of a "Certificate of Eligibility." The
corporate tax credit increases to 50% if a minimum of 30% of the new full time
positions is filled either by zone residents or by residents of the municipality who are
JTPA eligible. The statutory reference for this benefit is Section 12-217(e) of the
CGS.

As of January 1, 1997, newly formed corporations located in a zone qualify for a 100%
corporate tax credit for their first three taxable years, and a 50% tax credit for the next
seven taxable years. This is subject to the requirement that the corporation has at least
375 employees, at least 40% of whom are either zone residents or are residents of the
municipality and who qualify for the Job Training Partnership Act, or has fewer than 375
employees, at least 150 of whom are zone residents or are residents of the municipality
and who qualify for the Job Training Partnership Act.

Under P.A. 96-264 (Sec 32-229 CGS), any businesses engaged in biotechnology,
pharmaceutical, or photonics research, development or production, with not more than
300 employees, are eligible for Enterprise Zone benefits if they are located anywhere in
a municipality with (1) a major research university with programs in biotechnology,
pharmaceuticals, or photonics and (2) an Enterprise Zone. Benefits are subject to the
same conditions as those for businesses located in an Enterprise Zone.

The maximum amount the Connecticut Development Authority can lend to an Enterprise
Zone business under the Connecticut Growth Fund is increased from $250,000 to
$300,000.

Benefits - Urban Jobs Program:

The benefits associated with the Urban Jobs Program in a Targeted Investment

Community, but outside of the Enterprise Zone, are provided at the discretion of the

Commissioner of Economic and Community Development, and are:

o A five-year, 80% property tax abatement

e A 10-year, 25% corporation business tax credit to qualified manufacturing
businesses.

o Property tax benefits for real estate and/or equipment are provided for qualifying
service facilities, located outside of an Enterprise Zone in a Targeted Investment
Community, on a sliding scale basis. The minimum investment is $20 million to
gualify for a five-year, 40% tax abatement. This benefit increases to an 80%, five-
year tax abatement for projects with an investment greater than $90 million. The
equipment qualifies only if it is installed in a facility that has been newly constructed,
substantially renovated or expanded.

o Corporate business tax credits are provided for qualifying service facilities, located
outside of an Enterprise Zone in a Targeted Investment Community, on a sliding
scale based on new full time jobs created. The minimum tax credit of 15% is allowed
for service companies creating 300 or more but fewer than 599 new jobs. The
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benefit increases to 50% for such companies creating 2,000 or more new jobs at the
eligible facility. The eligibility period for this tax credit is 10 years.

A business may not initiate a project that could qualify for incentives without first
requesting and obtaining the approval of the Commissioner of the Department of
Economic and Community Development. The preferred method is a letter from the
municipality to the Commissioner requesting approval of benefits on behalf of the
company for a specific project.

Approval is dependent upon the ability of the business to demonstrate 1) that the
incentives are an inducement and 2) that the business has an economic need that the
incentives will alleviate or that the project will represent a net economic benefit to the
state and/or municipality. (Sec 32-9r CGS.)

Connecticut Enterprise Zone Performance During SFY 2004-2005:

During the 2004 Enterprise Zone program year (October 2, 2003 to October 1, 2004),
DECD certified 66 companies for Enterprise Zone-related incentive benefits. This
represents a 4.8% increase in certification activity from the 2003 level for companies in
designated zone municipalities. Another 40 pre-applications were received and
reviewed in anticipation of certifications in 2005. The gross floor space of all the projects
certified in 2004 was 1,355,064 square feet. In addition, 2,530 jobs were retained and
1,074 new positions were projected by certified businesses.

Tables 33 and 34 provide details on Connecticut's EZ Program Activity during 2004-
2005:

Area |Existing Jobs|Projected Jobs |Total Jobs
Total Construction 215,718 563 136 699
Total Leased Property 825,289 1,519 794 2,296
Total Purchased Property 220,000 213 39 252
Total Renovated Property 61,887 150 39 189
Total Expansion Property 32,170 85 66 150
Grand Total 1,355,064 2,530 1,074 3,586

Source: DECD Office of Business and Industry Development

Location EZ uJ ECZ RDZ MPZ ED

Ansonia 3

Beacon Falls 1

Bloomfield
Bridgeport 8 2 1
Bristol 1
Derby

East Hartford
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Table 34 Continued

Griswold
Groton 1

Hamden 1
Hartford 1 1
Killingly 2

Lisbon

Meriden
Middletown

Naugatuck

New Britain

New Haven 1 1

New London
Norwalk 5 2
Norwich

Plainfield
Plainville

Putnam 3

Seymour

Southington 4

Sprague
Stamford 10 1
Sterling 1

Thompson
\Waterbury 11 4
\Windham
Total = 66 42 13 10 1
Source: DECD Office of Business and Industry Development

The most active municipalities for 2004 were the cities of Bridgeport, Stamford and
Waterbury, with a total of 38 new certifications. These represent 761,519 square feet
and 605 new jobs in these communities. There are an additional nine pre-applications
for 2005 currently in the pipeline for these communities.

Property Tax Abatement:

For fiscal year 2004-2005, the state’s portion of the total property taxes abated was
$7,454,831. This figure represents 40% of the total eligible property tax liability for
companies within Connecticut’'s Enterprise Zones and zone communities. The total
eligible property tax can be estimated by reversing the abatement formulation equation.
Based on this approach, the total eligible property tax liability for the fiscal year was
approximately $18,637,077. Under the program, 80% of this total was abated
($14,909,662). Companies receiving the abatement paid 20% of their eligible property
tax liability that amounted to $3,727,415. The state reimbursed the enterprise zone
communities 40% of the total amount abated ($7,454,831). In total, enterprise zone
communities forgo $7,454,831 in property tax revenue. Table 35 details the amount paid
to each participating municipality during the program year.
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Distressed Municipality Exemption Program

Table 35

Payments based on the 2003 Grand List as certified

December 1, 2004

The total amount paid for 2004/2005

$ 7,454,830.96

Payee Name

Total Payment
With All
Adjustments

Ansonia
Beacon Falls
Bloomfield
Bridgeport
Bristol

Derby

East Hartford
Griswold

Town of Groton
Groton-Sewer Dist.
Hamden
Hartford
Killingly
Meriden
Middletown
Naugatuck
New Britain
New Haven
New London
Norwalk
Norwich
Plainfield
Plainville
Putnam
Seymour
Stamford
Sterling
Thompson
Waterbury
Windham
Groton-PoqckBr. FD
Dayville FD
Dyer Manor FD
Central Village FD
Plainfield FD
Wauregan FD
Sterling FD

Old Mystic FD
City of Groton

36,050.18
31,362.06
27,601.13
128,729.05
185,586.12
25,879.44
197,649.05
29,620.88
1,156,728.44
67.16
76,271.09
58,186.79
86,630.40
68,090.03
104,317.13
80,419.29
191,322.10
369,002.07
1,559,280.84
455,331.63
128,339.40
9,291.76
36,559.85
21,880.53
18,203.89
1,639,408.87
4,774.98
404.32
384,473.22
82,830.96
149.81
6,227.85
102.59
160.61
379.19
116.92
292.56

$ 177.00
$ 250,390.42

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
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Table 35 Continued
Bor. of Jewett City $ 2,5641.35

Total $ 7,454,830.96
Source: Connecticut Office of Policy and Management

Upcoming Legislative Initiatives:
As mentioned in the brief review of the performance of Enterprise Zones nationally, the
data needed to adequately measure the performance of enterprise zones is generally
not available or collected. This is also an issue for Connecticut and, as such, DECD
currently has insufficient data to make any significant determination as to the actual
performance or impact of this program.

To remedy this, DECD will be exploring future improvements to the program in the area
of data collection so that the necessary information is being provided to the DECD to
adequately assess the performance of each of the enterprise zone programs. DECD
views this as a necessary next step in improving the accountability for this program.

H. TAX CREDIT PROGRAMS:

DECD directly administers two tax credit programs, the Urban and Industrial Site
Investment Tax Credit program and the Insurance Reinvestment Tax Credit Program.

Urban and Industrial Site Investment Tax Credit Program:

As outlined under section 32-9t of the Connecticut General Statutes, the Urban and
industrial Sites Investment program is designed to encourage development and
redevelopment activities in eligible communities and to eliminate brownfields and
encourage private investments in environmentally contaminated properties in urban
areas.

Urban Site:

An eligible Urban Site Investment Project is defined as an investment that will add
significant new economic activity, increase employment in a new facility and generate
significant additional tax revenues to the municipality and the state. Communities that
may participate in the Urban and Industrial Site Investment Tax Credit Program are
those that have an enterprise zone, have been designated as a distressed municipality
or have a population in excess of one hundred thousand.

Investments can be made either directly by the taxpayer or indirectly through an
investment fund. The investment fund must have a minimum asset value of $60 million.
The fund must have been established for the specific purpose of making investments
under this program and must be managed by a certified Program Fund Manager. The
minimum amount for direct investments is $5 million except for mixed-use development
where the minimum is $2.5 million. There is no minimum investment amount for indirect
investments made by certified Fund Mangers.

Industrial Site:

The state allows a business to claim up to $100 million in business tax credits for the
amounts they invest in projects in designated towns or in redeveloping contaminated or
potentially contaminated properties. A business can invest the funds directly in a project
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or through a fund manager registered under the act. Those making direct investments
qualify if the investment exceeds $5 million. Businesses investing through a fund
manager qualify if the fund's total value exceeds $60 million in the first year they claim
the credits. Investments can be in the form of a loan made to the fund for the benefit of a
taxpayer who guarantees the loan.

Credits:

Credits equal 100% of the invested amount spread out over 10 years from when it was
made. A business can begin claiming the credits three years after that date. It can claim
10% per year during the next four years and 20% during the last three. Businesses can
carry forward, for up to five consecutive years, tax credits they cannot use during the
year in which they can be claimed. They can do this until the full amount is used. An
investor in an eligible project may be eligible to receive a dollar for dollar corporate tax
credit of up to 100% of their investment up to a maximum of $100,000,000.

Credit Timing and Revenue Neutrality:

The tax credits are performance based and distributed over a ten-year time frame, which
gives the state the time value of money advantage. Unlike "cash" incentives, the credits
are awarded only after the company has made its investment. This program is designed
to be revenue neutral or revenue positive to the state. The credits must be earned each
year. If the company does not meet performance requirements they do not get the
credits (which includes tax revenue generation as well as job creation and retention
targets). The bulk of any tax credits the company may be eligible for are in the final 3-
years of this project.

Legislation Passed During SFY 2004-2005:

Public Act 05-276, An Act Concerning the Governor's Competitiveness Council
Recommendations makes changes to the Urban and Industrial Sites Reinvestment
Program and makes it easier for businesses to invest in small projects by lowering the
existing investment threshold from $20 million to $5 million. P.A. 05-276 also further
lowers the threshold to $2 million for investments in projects that preserve and redevelop
historic facilities for mixed use including housing units.

Urban and Industrial Site Tax Credit Program Portfolio:

The Urban and Industrial Site Tax Credit Program Portfolio is detailed in Tables 36, 37
and 38. Table 36 provides information on tax credit projects closed in fiscal year 2004-
2005. Table 37 provides the same level of information for the entire portfolio (all program
projects for which an assistance agreement has been executed). Table 38 provides
detail on the timing and estimated value of the credits that are potentially available to the
applicable taxpayer for each project. The tax credit amounts are “potential” amounts, as
each credit must be earned in order for the taxpayer to claim it on his tax return. In order
to earn the tax credits, the taxpayer must meet the statutory requirements outlined
above as well as any unique requirements or conditions set forth in each individual
assistance agreement.
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Company NAICS Municipality Total Total Leverage Credits FY Jobs To Jobs To Total
Development Authorized Ratio Taken Be be Jobs
Cost Tax Credits To Date Retained Created
FactSet Research Systems, Inc. 518210 Norwalk $ 36,050,000 $ 7,000,000 515 $ - 2005 365 180 545
Lowe's Home Centers, Inc. 493190 Plainfield $ 80,000,000 $ 20,000,000 4.00 $ - 2005 525 525
Total $ 116,050,000 $ 27,000,000 $ - 365 705 1,070

Source: DECD

Company NAICS Municipality Total Total Leverage Credits FY Jobs To Jobs To Total
Development Authorized Ratio  Taken Be be Jobs
Cost Tax Credits To Date Retained Created
Diageo North America, Inc. 312130 Norwalk $ 107,100,000 $ 40,000,000 2.68 $ - 2004 700 300 1,000
FactSet Research Systems, Inc. 518210 Norwalk $ 36,050,000 $ 7,000,000 515 % - 2005 365 180 545
Lowe's Home Centers, Inc. 493190 Plainfield $ 80,000,000 $ 20,000,000 4.00 $ - 2005 525 525
Portfolio Total $ 223,150,000 $ 67,000,000 $ - 1,065 1,005 2,070

Source: DECD

Company

Diageo North
America, Inc.
FactSet Research
Systems, Inc.
Lowe's Home
Centers, Inc.

Total Auth. 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Tax Credit

$ 40,000,000 $ - $ - $ - $4,000,000 $4,000,000 $4,000,000 $4,000,000 $8,000,000 $ 8,000,000 $ 8,000,000 -
$ 7,000,000 $-8% -3 - $ 700,000 $ 700,000 $ 700,000 $ 700,000 $ 1,400,000 $ 1,400,000 $1,400,000
$ 20,000,000 $-8% -9 - $2,000,000 $2,000,000 $2,000,000 $2,000,000 $ 4,000,000 $ 4,000,000 $4,000,000
$67,000,000 $ - $ - $ - $4,000,000 $6,700,000 $6,700,000 $6,700,000 $10,700,000 $13,400,000 $ 13,400,000 $5,400,000

Source: DECD
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Economic Impact of the Urban and Industrial Site Investment Tax Credit

Program Portfolio:

The economic impact of the Urban and Industrial Site Tax Credit Program portfolio is
outlined in Table 39. From this table it can be seen that the state will derive significant
economic benefit from the application of this economic development tool.

Impact Summary (total for three projects)

$1,826,782,228
$1,177,075,257

Gross State Product
NPV of Disposable Personal Income

Diageo Factset Lowes Total
FISCAL IMPACTS:
State: 10 Year 10 Year 10 Year 10 Year
Aggregate Net New State Revenue $ 56,228,101 $ 20,781,711 $ 35,401,329 $ 112,411,141
NPV Net New State Revenue $ 45,044,614 $ 15,291,048 $ 27,385,102 $ 87,720,764
Average per year Net New State Revenue $ 5,622,810 $ 2,078,171 $ 3,540,133 $ 11,241,114
Local (Regional): 10 Year 10 Year 10 Year 10 Year
Aggregate Net New Local Revenue $ 1,346,557 $ 2,551,757 $ 1,084,866 $ 4,983,180
NPV Net New Local Revenue $ 1,346,220 $ 2,111,644 $ 838,305 $ 4,296,170
Average per year Net New Local Revenue $ 134,656 $ 255,176 $ 108,487 $ 498,318
ECONOMIC IMPACTS:
Gross Regional Product: 10 Year 10 Year 10 Year 10 Year

Aggregate $662,719,727 $443,069,459 $720,993,042 $1,826,782,228
NPV $510,542,078 $335,222,106 $537,620,079 $1,383,384,264
Per Year Average $ 66,271,973 $ 44,306,946 $ 72,099,304 $ 182,678,223
Disposable Personal Income: 10 Year 10 Year 10 Year 10 Year
Aggregate $683,258,058 $548,385,618 $332,138,062 $1,563,781,738
NPV $520,310,904 $409,656,910 $247,107,443 $1,177,075,257
Per Year Average $ 68,325,806 $ 54,838,562 $ 33,213,806 $ 156,378,174
Employment: 10 Year 10 Year 10 Year 10 Year

Per Year Average 782 526 710 2,017

Source: DECD
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Insurance Reinvestment Tax Credit Program:

The Insurance Reinvestment Tax Credit Program (CGS 38a-88a) was established under P.A.
94-214 and the intent of the program was to capitalize on the base of local insurance
expertise/people layed off after the massive restructuring of the insurance industry; to
encourage small insurance startup and speciality insurance businesses in Connecticut; and to
create new jobs by investing in Connecticut companies engaged in the insurance business or
providing services to insurance companies.

This program is not revenue neutral — the potential impact, on state revenues, of investments
cannot be considered as part of the credit approval process. The fact that this program does
not have a revenue neutral requirement is seen as a serious program flaw by the DECD.

The program was originally administered by the Connecticut Insurance Department. Under P.A.
97-292, CGS 38a-88a was amended to make modifications to the original program. In addition,
this act transferred responsibility for administration of the program to the Commissioner of the
Department of Economic and Community Development.

Tax credits may only be claimed for the income year for which a certificate of continued
eligibility is issued by DECD. To maintain eligibility, the business in which the investment was
made must annually submit to DECD required information to determine whether the statutory
occupancy and employment requirements were met. Only investments made through an
approved fund manager from an approved fund are eligible for the tax credit.

Under this program there are six approved fund managers:
Conning & Company

Dowling & Partners

Northington Partners

Prospector Partners, LLC

Schupp & Grochmal, LLC

Stamford Financial Group*

*Has not been active in the program

Investors in the fund may apply the credit to any of the following taxes:

e Insurance companies, hospital and medical services corporations taxes
Health care center tax

Corporate business tax

Income tax

Surplus line tax

The taxpayer may assign the tax credit to another person and any unused credit balance may
be carried forward for the 5 immediately succeeding income years until the entire credit is taken.
No carryback is allowed. Under the current statute, no tax credit will be granted for investments
made in an insurance business after December 31, 2015.

Insurance Reinvestment Tax Credit Program Portfolio Fiscal Year 2004-2005
Activity:

One new investment was made in fiscal year 2004-2005. The investment of $1,570,000 was
made by Fund Manager Schupp & Grochmal, LLC in Noble View, LLC. The Company had zero
employees at application. The fund manager has stated that the company will create 90 new
Connecticut jobs. Per statute the company must only create one new Connecticut job for the
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fund investors to be able to claim tax credits awarded under this program. The investment of
$1,570,000 potentially represents an equal amount of tax credits disbursed over the ten-year
period following the date of investment.

Insurance Reinvestment Tax Credit Program Portfolio:

The Insurance Reinvestment Tax Credit Program Portfolio is composed of investments made by
approved program fund managers in insurance and insurance related businesses. As of June
30, 2005 the aggregate amount of capital available to be invested under this program was
$788,104,090. Approved investments as of that date totaled approximately $290 million. Actual
investments made as of that date totaled approximately $184 million. The investment figure of
$184 million represents the total potential tax credits that may be claimed by fund investors
under this program as of June 30, 2005. The tax credits are referred to as “potential” as they
have not yet been claimed or earned. The companies invested in by the approved fund
managers must continue to meet criteria established by the statute (Sec 38a-88a CGS),
including increasing employment by 25%. As with all job creation programs, there is a risk that a
company receiving an investment under this program may not meet the job creation
requirements and therefore render the tax credits associated with that investment unavailable to
the investors. The DECD, however, views this possibility as remote due to the fact that many of
the companies receiving investments under this program are either new entities or are
relocating to Connecticut from out of state and as such, under the statute, need only create and
maintain one new Connecticut job in order for the tax credits to be claimed.

If fund investors claim all $184 million of the potential credits, the cost per job of this program to
Connecticut’'s taxpayers ranges from $172 thousand (based on the number of jobs that fund
managers state the investments will create) to $1.1 million based on the number of jobs the
investments must create per statute.

Additional information regarding the Insurance Reinvestment Tax Credit Program Portfolio
appears in the Appendix of this report.

DECD Comments and Recommendations Regarding the Insurance Reinvestment

Tax Credit Program:

e The Commissioner has no discretion to turn down individual projects if they meet the
eligibility requirements under the act, regardless of the lack of benefit to the state.

No cap on the amount of tax credits allowed per created job.

¢ No job retention requirement in law.

e Companies that are new to Connecticut have to create only one new job, which can be part-
time, if they did not have existing operations in the state.

e Fund managers state that they believe the legislative intent of the bankruptcy exemption for
job creation was to allow for credits to be provided for the length of the bankruptcy
proceeding or for the entire tax credit period, thereby guaranteeing 100% of the tax credits.

e The current statutory definition of an “insurance” or “insurance related” business is too broad
to determine eligibility under the statute.

e Program allows for many different types of monetary “investments” other than equity,
including loans — a loan can be made for a short period (as little as 24 hours), be repaid in
full and count as the investment, thereby making the project eligible for these tax credits.

e The cost vs. benefits to the state has not met the original intent of the legislation. If
investment tax credits are to be the economic development tool in the future, and given that
the pool of available taxes is limited, the state should focus on the investment tax credits
that allow for the broadest range of applications and have the larger return on investment
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(i.e., Urban and Industrial Site Investment Tax Credit Program vs. Insurance Reinvestment
Tax Credit Program).

e The DECD has made several legislative attempts at revamping this program to be more
targeted to the insurance industry as well as make some modifications to make this program
more beneficial to taxpayers. These attempts at legislative changes have been unsuccessful
to date.

. AGENCY SUPPORTED ECONOMIC DEVELOPMENT
ORGANIZATIONS:

Economic Development Organizations Funded by DECD:

Because of the diverse nature and size of companies in Connecticut, DECD has developed the
capacity to work with and fund other economic development organizations so that they can
initiate programs to assist a wide variety of small businesses across the state. In this way, the
DECD has been able to extend its outreach efforts and help these companies with special
technical assistance through the organizations discussed below.

Department funding supports four economic development organizations: the Community
Economic Development Fund (CEDF), the Connecticut State Technical Extension Program
(CONNSTEP), the Procurement Technical Assistance Program (PTAP) and the Entrepreneurial
Centers in Bridgeport and Hartford.

A short description of each of these organizations follows, and includes an overview of DECD

assistance to the organization during SFY 2004-2005:

e The Community Economic Development Fund (CEDF) was created by P.A. 93-404 with
a mission to revitalize Connecticut’s distressed neighborhoods by providing flexible financial
and technical support to small businesses, community organizations and initiatives in
targeted communities and to low and moderate-income individuals throughout the state.
CEDF has provided millions of dollars in loans to small businesses, created and retained
hundreds of jobs for the state’s residents, and funded numerous community planning efforts.
CEDF also provides ongoing business support after the loan is closed to assist each
borrower to reach the goals of the business plan and to address issues that might get in the
way of success.

o0 During SFY 2004-2005, DECD provided 15 loan guarantees to CEDF that enabled
micro-loans totaling $469,000 to be awarded to four woman-owned, two minority-
owned and nine woman/minority-owned small businesses. DECD exposure for the
total loan amount was $140,700 (total guarantee amount).

e The Entrepreneurial Center Program was established in 1985 and has a mission to help
Connecticut men and women of all income levels achieve financial independence through
self-employment. This unique training program provides self-assessment workshops,
comprehensive small business training, assistance with business plan development,
guidance when seeking capital, access to a team of business advisors, networking, referrals
to professional services and pre-planning and advanced business training. There are two
centers in Connecticut. One is at the University of Hartford and includes the SBA Women’s
Business Center. The other is at the Greater Bridgeport Occupational Industrial Center.

o During SFY 2004-2005, DECD funding of $150,000 assisted these Entrepreneurial
Centers to provide training and technical assistance to 198 individuals to create 106
new jobs through 43 new businesses developed by program graduates during this
fiscal year.
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e The Connecticut Procurement Technical Assistance Program (CT PTAP) provides
marketing and procurement assistance to Connecticut businesses interested in selling their
goods to federal, state or local governments. Services include one-on-one business
counseling, bid-match services, registration with government agencies, bid and proposal
preparation, post-award assistance, electronic business information, subcontracting
opportunities, education on laws and regulations, and other training that may assist an
organization in obtaining or performing on government contracts or subcontracts. An
organization must be in business for at least two years and have e-mail and Internet access
to become a CT PTAP client. The five CT Procurement Technical Assistance Programs are
located in Bridgeport, Hartford, New Britain, New London and Waterbury.

o0 During SFY 2004-2005, DECD funding support enabled the CT PTAP to help
primarily women and minority-owned small businesses secure $206 million in
government contracts that resulted in the creation and/or retention of 5,801 jobs and
generated approximately $11.9 million in tax revenue for Connecticut.

e The Connecticut State Technical Extension Program (CONNSTEP) was established in
1994 and operates as Connecticut's Manufacturing Extension Center under the USDOC
National Institute of Standards and Technology (NIST) Manufacturing Extension Partnership
Program. The mission of CONNSTEP is to help small- and mid-sized Connecticut
manufacturers improve their businesses by applying advanced manufacturing and
management techniques to become more competitive. Field engineers from CONNSTEP
provide on-site technical assistance, conduct detailed assessments, outline potential
solutions and identify, review and manage external service providers. They also coordinate
opportunities to defray client costs.

o During SFY 2004-2005, DECD funding support enabled CONNSTEP to visit 214
companies, which resulted in 305 projects that created and/or retained 824 jobs and
generated approximately $2.5 million in tax revenue for Connecticut.

Economic Impact Of Manufacturing Extension Programs:

The DECD Research Unit collaborated with six other states that employ the Regional Economic
Models, Inc. (REMI) Policy Insight model in a joint effort to measure the economic impacts of
the each state’s various “Manufacturing Extension Programs” (MEPs). The Connecticut State
Technology Extension Program (CONNSTEP) is Connecticut's MEP. The project was initiated
by ACCRA (formerly American Chambers of Commerce Association) and the Office of Applied
Economics at the National Institute of Standards and Technology (NIST). The study of state-
level economic impacts of assistance given by CONNSTEP was done to quantify the
contribution it makes -- particularly to Connecticut’'s smaller manufacturers. The study was
based on a survey of client firms participating in 597 assistance projects completed by
CONNSTEP over four years between Q1 1999 and Q1 2003. The surveys were conducted
between Q1 2000 and Q1 2004, and covered direct business performance changes of client
firms as a result of extension services. The reporting period—the interval between project
completion and survey date—was one year. The performance measures covered in the survey
included (1) new and retained sales, (2) cost savings, and (3) new and retained employment
generated by the CONNSTEP assistance. Table 40 outlines the impacts of the program as
reported to DECD by CONNSTEP.
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Table 40
Reported Client Impacts of Assistance Projects
Completed between Q1 1999 and Q1 2003

Performance Measure Total

New and retained sales $317.9 million
Cost savings $24.5 million
New and retained employment 2,430

Source: MEP surveys

Table 40 shows, by performance measure, the totals of the impacts reported by client firms over
the whole analysis time period. The survey data indicate that CONNSTEP has helped its clients
create or retain $317.9 million in sales, save $24.5 million in costs, and create or retain 2,430
jobs.

The REMI macroeconomic model of Connecticut was used to estimate the total effect of these
assistances on the Connecticut state economy. The impacts are assumed to start at project
completion and last until two years after the survey date. The individual survey responses are
grouped by the two-digit SIC industry classification of the client firm and then simulated in REMI
as changes in the performance of entire industries. The Appendix offers details on how the
REMI model was applied to these data.

Table 41
Seven-Year State Impacts Resulting from Assistance Projects
Completed Between Q1 1999 and Q1 2003

1999 2000 2001 2002 2003 2004 2005 Total
Gross State Product ($
millions -1996 dollars) $ 1250 |$ 74.40 $ 127.20| $ 223.60| $ 313.10| $ 284.20| $ 174.00| $ 1,209.00
Employment $ 187.00 |$ 960.00 | $1,622.00| $2,980.00| $4,115.00| $3,595.00| $1,924.00| N/A
Manufacturing $ 78.00 |$ 385.00 $ 684.00| $1,309.00| $1,869.00 $1,684.00 $ 974.00 N/A
Durables $ 71.00 |$ 352.00 $ 596.00| $1,142.00| $1,589.00 $1,396.00| $ 777.00 N/A
Non-durables $ 7.00 |$ 33.00 $ 87.00] $ 167.00 $ 280.00| $ 288.00/ $ 196.00 N/A
Non-manufacturing $ 109.00 |$ 575.00 $ 0939.00| $1,671.00| $2,246.00| $1,911.00 $ 951.00 N/A
rI:wtleILSo?\ns?l Income ($ $ 810 |$ 4520 | $ 81.30 $ 150.70 $ 215.90| $ 206.60, $ 134.30 $ 842.20

Source: DECD
Note: Dollar values are in constant 1996 dollars rounded.

Table 41 shows the results of the REMI simulation displaying the estimated seven-year
economic impacts on the Connecticut state economy of CONNSTEP’s assistance, between
1999 and 2005, in constant 1996 dollars. It is based on initial simulations of the Connecticut
economy applying the REMI model to the reported performance measure data of Table 1. Gross
State Product (GSP) increases by a total of $1.2 billion. Personal income increases by $842
million. These results are likely conservative and may even understate the actual economic
impact for several reasons. First, projects completed prior to Q1 1999 or after Q1 2003 are not
included in the analysis. The earlier projects would be expected to generate benefits in the
1999-2001-analysis period, and the later projects would be expected to generate benefits in the
2003-2005-analysis period. Secondly, of the 597 projects that reported sales, cost savings, or
employment impacts on the survey, many did not provide usable quantities; and further, most
but not all of those usable answers were from firms in the manufacturing sector, a requirement
for this analysis. Last, the study assumes that client benefits persist for a total of three years;
they often last much longer. For example, new investment in capital equipment can result in
employment and sales impacts that last for 10 to 20 years.
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CONNSTEP’s contribution has been positive, and its impact on the overall economy is
quantifiable by the $1.2 billion in added GSP over the seven-year analysis period. Likewise,
personal income increases to state residents by $941 million.

Technical Notes/Modeling Approach:

Each reported client impact is for a one-year period. The one-year period is assumed to start
from the end of the quarter in which the assistance project was completed. The impact is
allowed to persist for an additional two years. How each type of impact was handled is
described below.

To avoid double counting, when a record contains both sales and employment impacts, only the
sales impacts are used. For records with a change in employment but no sales impacts, the
employment impacts are used. Reported cost savings are always included in the analysis,
regardless of other impacts.

Sales:

Reported changes in sales (new sales plus retained sales) for each two-digit-SIC industry are
adjusted to 1996 dollars, using the price index for the year in which the survey was taken. The
impact is assumed to occur evenly over the entire one-year survey period. Because the change
in sales typically spans calendar years, the impact is adjusted based on the length of time it
existed in each calendar year.

For example, a survey is taken in the third quarter of 2003 and reports $100 in sales (after
adjusting to 1996 dollars). The survey period is one year, so the survey period lasted from the
end of the third quarter in 2002 to the end of the third quarter in 2003. Therefore, 25 percent of
the impact ($25) occurred in 2002, and 75 percent ($75) in 2003. This impact is repeated twice,
so that, in the second year of the impact, $25 is entered in 2003, and $75 in 2004. The third
year has $25 in 2004, and $75 in 2005. To summarize, the total impacts in each year are $25 in
2002, $100 in 2003, $100 in 2004, and $75 in 2005.

Employment:

Reported changes in employment (new employment plus retained employment) are assumed to
occur evenly over the entire one-year survey period, as were sales changes. Similarly, the
impact is adjusted based on the length of time it existed in each calendar year.

Cost Savings:
Reported cost savings were adjusted for inflation, and modeled as changes in industry
production costs.

Finally, the individual MEP-survey responses are grouped by the two-digit SIC industry
classification of the client firm and then simulated in REMI. In the REMI model, sales changes
were simulated using the “firm sales” policy variable, and employment changes were simulated
using the “firm employment” policy variable. These two policy variables “assume that the firm
entering or leaving the home area (or expanding or contracting in the home area) will change
the share for home area by augmenting or diminishing that region's share by an amount that
accounts for the displacement or augmentation of the sales of other firms competing with the
firm in question in the home or multi-regional markets in the model” (REMI Policy Insight 5.5
Help). Therefore, only the net increase in sales or employment is used.
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DECD Sponsored Revolving Loan Funds:

Section 32-7 of the CGS grants DECD the approval to promote and fund regional economic
development programs. It further states that financial assistance can be provided to expand or
establish the capacity for planning and implementation of regional economic development
programs. The law permits the use of financial assistance for strategic economic development
plans, establishment of regional economic data bases, regional marketing programs for
business retention and recruitment, as well as the coordination of economic development efforts
with local, regional, state and federal agencies.

The DECD is charged with assisting in the formation of regional economic development
organizations, revolving loan funds and/or other eligible applicants. DECD is also charged with
making financial and technical assistance available to organizations that are working on
planning and implementing programs that would enhance the ability of the state and its
communities to compete in a global business environment.

Regional organizations, revolving loan funds or other eligible applicants are selected to cover a
geographic area conforming to one or more planning regions designated by DECD. Initially, a
grantee will be funded in each geographic area. In some cases, regions are encouraged to work
together and/or consolidate where regional coverage would increase the effectiveness or
efficiency of the services to be provided.

Eligible Activities:

Financial assistance can provide the regional organization, revolving loan fund or eligible
applicant with funding to expand or establish the region’s capacity for:

e Business planning and recruitment

Comprehensive community development projects

Financial credit availability

Infrastructure enhancements

Labor force development

Funding can also be used for economic development projects as set forth in Sec 7-136 and 7-
137 CGS or any other provision of the general statutes or related special acts. EXxisting services
provided within the region by state or other regional, local or private entities should not be
duplicated; however, coordination and enhancement of existing services is permitted.

Eligible Organizations:

Allows for financial assistance to be rendered upon a contractual arrangement between DECD,
the regional organization, revolving loan fund or eligible applicant. All applications for assistance
must include documentation and proof that the applicant has sufficient staff and the expertise in
regional and in economic development projects to prepare and effectively plan and market
services in the region.

Eligible organizations funded under this program have elected to establish businesses as
corporations functioning as subsidiaries to the non-profit corporations that received the initial
funding. The non-profit and/or the regional corporation/loan fund are charged by DECD with
carrying out the objectives described in the statutes.
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Approval:

Gives approval to the Commissioner of DECD to grant financial assistance on the basis of an
organization’s ability to administer financial assistance and carry out the objectives of the
statute.

General Lending Information:

Type of Loans:

o  Business expansion/growth

o Lines of credit and bridge loans
e  Machinery and equipment

e  Working capital

Loan Amount:
¢ Amount of funding is based on use of funds and term; from $500 to $250,000

Interest Rate:
¢ Interest rate will vary based on the use of funds and term of the loan
e Most rates are based on Prime Interest Rate plus 1% to 3%

Term and Interest Rate:
e Six months to five years use or application dependent
e Fixed or variable percentage based on use of funds

Security:

e Business or personal collateral equal to the loan amount
e Business guarantee

e Personal guarantee

Application:

e All requests for loans require a loan fund application (fee/no-fee varies)
Credit report (fee charged)

Personal credit report

Business or project plan

Business financials and/or tax returns (prepared by an accountant)
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ACTIVE REGIONAL REVOLVING LOAN FUNDS:

Table 42 provides detail on the various regional revolving loans funds funded by DECD.

DECD

505 Hudson Street
Hartford, CT 06106

Alexander
Carpp
Director

Naugatuck
Valley
Revolving Loan
Fund

1979

The program provides funding to assist
manufacturers and wholesale distributors.
The maximum loan amount is $200,000.
All loans must be approved by a Board of
Directors composed of community leaders
in the 34 cities and towns that make up
the Naugatuck Valley Revolving Loan
Fund. Funds are available to companies
located in the Naugatuck Valley or
relocating to the Naugatuck Valley for
machinery, equipment and working
capital.

Ansonia, Barkhamsted,
Beacon Falls, Bethlehem,
Bridgeport, Bristol,
Burlington, Canaan,
Cheshire, Colebrook,
Cornwall, Derby, Easton,
Fairfield, Goshen,
Hamden*, Hartford*,
Hartland, Harwinton,
Litchfield, Mansfield,
Meriden*, Middlebury,
Milford, Monroe, Morris,
Naugatuck, New Britain*,
New Hartford, New
Haven*, Norfolk, North
Canaan, Norwich*,
Oxford, Plymouth,
Prospect, Salisbury,
Seymour, Sharon,
Shelton, Southbury,
Stratford, Thomaston,
Torrington, Trumbull,
Waterbury, Watertown,
West Haven*,
Winchester, Wolcott,
Woodbury
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Community 430 New Park Donna Micro Loan 1994 | DECD, partnering with CEDF, provides Statewide
Economic Avenue Wertenbach, Guarantee loan guarantees on direct loans offered
Development West Hartford, CT President Program for through CEDF, to foster business
Fund (CEDF) 06110 Women and development and employment growth for
Minority-Owned women and minority-owned businesses
Business that cannot access financing through
conventional means.
Revolving Loan | 1994 | Loans and technical assistance are Statewide
Fund provided to small businesses and non-
profits. Loans are from $5,000 to
$250,000.
Eastern 2005 | Loans and technical assistance are Eastern Connecticut
Connecticut provided to businesses located in Eastern
Segmented Connecticut.
Loan Fund
(Regional)
Community 177 State Street, Ann Robinson, | Revolving Loan | 1997 | This program represents a partnership Bridgeport
Capital Fund Bridgeport, CT Executive Fund between the City of Bridgeport, the State
(CCF) (formerly 06604 Director of Connecticut and three banks and
the Grow financial institutions to offer flexible,

Bridgeport Fund
and the
Bridgeport
Neighborhood
Fund)

affordable financing to healthy, small
businesses and community based
organizations that need additional capital
to reach their full growth potential or to
complete commercial projects that benefit
Bridgeport’s neighborhoods.

112

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005




Hartford 15 Lewis Street Samuel South Hartford 1997 | The SHI Commercial Loan program provides South Hartford
Economic Hartford, CT Hamilton, Initiative high risk capital to small businesses in south
Development 06103 Executive Economic Hartford. The program is unique in that SHI is
Corporation Director Development neither a direct lender (like HEDCo) nor a
(HEDCo)/Greater Fund guarantor (like CDA’s Urbank) of small
Hartford business loans. Instead, SHI buys
Business participation in bank-originated loans,
Development assuming the ‘unbankable’ portion of the
Center (GHBDC) credit risk (SHI's investment in the bank
originated loan is subordinate to the bank’s
interest).
Small Business | 1995 | Neighborhood Economic Development Funds | Hartford
Loan Fund are administered by HEDCo and provide
Capital Region loans, financial management and technical
Economic assistance to small businesses located in
Development Hartford. Eligible organizations include:
Fund Asylum Hill Organizing Project, Park Street
(Neighbor-hood Development, Spanish American Merchants
Economic Association and the Urban League of Greater
Development Hartford.
Fund Project)
Central 1995 | This revolving loan fund was designated to Berlin, Bristol,
Connecticut encourage and stimulate the creation and Burlington, New

Revolving Loan

retention of jobs within small and mid-sized
industries and businesses. The loans can
potentially be used for acquisition/renovation
of commercial or industrial real estate,
purchase of machinery and equipment,
inventory and working capital. Loans are
available to businesses located in Enterprise
Zones and all other areas within the Central
Connecticut Planning Region. The fund is to
take greater risk than conventional lenders in
order to stimulate the economy in these
areas. HEDCo administers funds.

Britain, Plainville,
Plymouth,
Southington

113

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005




Spanish 95 Park Street Julio Mendoza, | Business 2005 | This program provides below-market rate Hartford, Meriden
Americans Hartford, CT Executive /Community loans for up to $150,000 and targets small and New Britain
Merchants 06106 Director Loan Fund and businesses located in the cities of Hartford,
Association Technical Meriden and New Britain that might not
(SAMA): Assistance typically qualify for a bank loan. The
program provides a loan pool partnership
with SAMA and DECD, in conjunction with
HEDCo, and provides loan administration,
servicing and reporting services. The
program also provides technical assistance.
Waterbury 24 Leavenworth Michael Regional 1994 | RBIF was established in November 1994 by | Beacon Falls,
Development Street O’Connor, Business a grant from DECD'’s Regional Bethlehem, Cheshire,
Corporation Waterbury, CT President Investment Capitalization Program. A DECD grant and | Middlebury,
(WDC) (Formally | 06702 Fund (RBIF) a Naugatuck Valley Development Naugatuck, Oxford,
Naugatuck Valley Corporation cash match capitalized the Prospect, Southbury,
Development fund. The program provides loans to Thomaston,
Corporation) manufacturers in the Naugatuck Valley Waterbury,
area. Woodbury, Wolcott,
and
Watertown/Oakville.
The Information 1999* | The Information Technology Zone (ITZ) and | Waterbury ITZ/DDIF

Technology
Zone Incentive
Fund (ITZIF)
and The
Downtown
Development
Incentive Fund
(DDIF)
Revolving Loan
Fund

the DDIF received a grant from DECD in
January 1999. ITZIF and DDIF are sources
of capital specifically targeted for
businesses committed to locating or
expanding in downtown Waterbury. The
Naugatuck Valley Development Corporation
received a second grant from DECD in
December 2000 to continue the marketing
and financing of companies located within

Waterbury's ITZ/DDIF.
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MetroHartford 31 Pratt Street John Schemo, | Connecticut 1994 | Connecticut Capitol Region Metro Fund has | Andover, Avon, Bloomfield,
Alliance Hartford, CT Vice President | Capitol a dual purpose to provide loans to Bolton, Canton, Coventry,
06103 Region businesses in the Capital Region (Metro Cromwell, East Granby,
Infrastructure Fund) and to make grants available to East Hampton, East
Development municipalities for infrastructure and real Hartford, East Windsor,
Fund and estate related projects (CT Capital Region Ellington, Enfield,
Metro Fund Infrastructure Development Fund). This Farmington, Glastonbury,
(Regional fund is operated by the Greater Hartford Granby, Hartford, Hebron,
Funding) Business Development Center, d/b/a Manchester, Mansfield,
HEDCo and the Metro Hartford Growth Marlborough, Newington,
Council. HEDCo is responsible for loan due | Rocky Hill, Simsbury,
diligence while Metro Hartford takes on Somers, South Windsor,
marketing the available fund. Stafford, Suffield, Tolland,
Vernon, West Hartford,
Wethersfield, Windsor,
Windsor Locks.
Metro 1997 | The Metro Hartford Growth Fund began Andover, Avon, Bloomfield,
Hartford with $2,000,000 to mirror the DECD Bolton, Canton, Coventry,
Growth Fund Manufacturing Assistance Act (MAA) that Cromwell, East Granby,
Revolving defined eligible funding projects as East Hampton, East
Loan Fund manufacturing and distribution companies, Hartford, East Windsor,

economic based companies and
infrastructure uses. In 2001, the use of
funds was expanded to include financial
services, health care, tourism and
entertainment, recycling, pollution
prevention, and Connecticut Inner City
Business Strategy Initiative companies (The
Hartford Urban Initiative). The maximum
lending amount was increased from
$200,000 to $350,000, with a maximum per-
job loan of $20,000 per full-time job. The
Metro Hartford Growth Council administers
the fund.

Ellington, Enfield,
Farmington, Glastonbury,
Granby, Hartford, Hebron,
Manchester, Mansfield,
Marlborough, Newington,
Rocky Hill, Simsbury,
Somers, South Windsor,
Stafford, Suffield, Tolland,
Vernon, West Hartford,
Wethersfield, Windsor,
Windsor Locks.
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Northeast 83 Windham St., | Roberta Dwyer, | Northeast This revolving loan fund provides loan Ashford, Brooklyn,
Connecticut ECSU Executive Alliance guarantees and direct loans. Applicants Canterbury, Chaplin,
Economic Willimantic, CT Director Regional must demonstrate that there is little Columbia, Coventry,
Alliance 06226 Revolving prospect of obtaining the conventional Eastford, Hampton,
Loan Fund project financing requested from a bank or Killingly, Mansfield,
public source of funding within the region, Plainfield, Pomfret, Putnam,
and little prospect of obtaining adequate Scotland, Sterling,
project financing from private sources of Thompson, Union,
capital. In the case of a loan guarantee, the | Willington, Windham and
applicant must demonstrate that there is Woodstock.
little prospect of obtaining project financing
without the loan guarantee. There must be
a substantial likelihood that the project will
create and/or retain permanent jobs.
Northeast 1996 | This loan program was specifically created Windham Mills Technology
Technology to provide financial assistance to growing Center
Enterprises and emerging companies located at
at Windham Windham Mills Technology Center. Funds
Mills were made available for machinery,
Revolving equipment and working capital.
Loan Fund
South East 190 Governor Paul Regional 1993 | The SECTER revolving loan fund promotes | Bozrah, Colchester, East
Connecticut Winthrop Blvd. Brindamouir, Revolving primarily manufacturing and processing Lyme, Franklin, Griswold,
Enterprise New London, CT | Director Loan Fund businesses that increase or support Groton, Lebanon, Ledyard,
Region 06320 regional development. Generally, a loan of | Lisbon, Lyme, Montville,
(SECTER) from $25,000 to $300,000 is combined with | New London, North

funds from banks, government sources and
owner equity. The fund will consider
meeting other fund goals including the
following: to help those expanding or
locating in Southeastern Connecticut, to
encourage business growth, modernization,
new equipment, leaseholds and working
capital.

Stonington, Norwich, Old
Lyme, Preston, Salem,
Sprague, Stonington,
Voluntown and Waterford
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Small Business | 1994 | The SECTER loan fund promotes Bozrah, Colchester, East
Loan Fund primarily manufacturing and processing Lyme, Franklin, Griswold,
Revolving Loan businesses that increase or support Groton, Lebanon,

Fund regional development. Generally, a loan Ledyard, Lisbon, Lyme,
of $25,000 to $300,000 is combined with Montville, New London,
funds from banks, government sources North Stonington,
and owner equity. The fund seeks a Norwich, Old Lyme,
target of $5,000 to $10,000 per job Preston, Salem, Sprague,
created and/or retained. The fund will Stonington, Voluntown
consider meeting other fund goals and Waterford
including the following: to help those
expanding or locating in Southeastern
Connecticut, to encourage business
growth, modernization, new equipment,
leaseholds and working capital.

Southeast 1996 | The SECTER Regional Development Bozrah, Colchester, East

Regional Fund promotes primarily manufacturing Lyme, Franklin, Griswold,

Development
Fund Revolving
Loan Fund

and processing businesses that increase
or support regional development. Loans
of $10,000 to $2 million, at below-market
fixed interest, are available for projects
from $50,000 to $20 million. The fund
seeks a target of $5,000 to $10,000 per
job created and/or retained. The fund will
consider meeting other fund goals
including the following: to help those
expanding or locating in Southeastern
Connecticut, to encourage business
growth, modernization, new equipment,
leaseholds and working capital.

Groton, Lebanon,
Ledyard, Lisbon, Lyme,
Montville, New London,
North Stonington,
Norwich, Old Lyme,
Preston, Salem, Sprague,
Stonington, Voluntown
and Waterford
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Fund (CEDF)

06110

Fund

Middlesex 393 Main Street Taren Middlesex 1997 | This revolving loan fund provides loans to | Middlesex County -

County Middletown, CT McKinney, County small businesses in Middlesex County. Chester, Clinton,

Revitalization 06457 Director Revitalization The maximum loan amount is $50,000. Cromwell, Deep River,

Commission Commission HEDCo administers the funds on behalf of | Durham, East Haddam,

(MxCRC) Revolving Loan MxCRC. East Hampton, Essex,

Fund Haddam, Killingworth,

Middlefield, Middletown,
Old Saybrook, Portland,
Westbrook.

Community 430 New Park Dimple Desali, Connecticut 2004 | The Remediation of hazardous waste Hartford

Economic Avenue Program Brownfield

Development West Hartford, CT Manager Revolving Loan

Source: DECD

*Additional funds provided by DECD in 2004
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Table 43 provides a short description of how each function of each fund is handled (either directly or through referral):

Dept. of Economic and Community Referral Direct Referral Direct Referral Statewide
Development (DECD)

Community Economic Development Referral Direct Referral Direct Referral Statewide
Fund (CEDF)

Community Capital Fund (Bridgeport) Referral Direct Referral Referral Referral Regional
(CCF) Bridgeport
Hartford Economic Development Direct Direct Direct Direct Referral Regional
Corp.(HEDCo) Referral Hartford Area
Greater Hartford Business Direct Direct Direct Direct Referral Regional
Development Corp. (GHBDC) Hartford Area
Spanish American Merchants Direct Direct Direct Direct Direct Regional
Assaociation (SAMA) Hartford Area
Waterbury Development Corporation Referral Direct Referral Referral Referral Regional
(WDC) Waterbury
Metro Hartford Alliance — Metro Referral Direct Referral Referral Referral Regional
Hartford Growth Fund Hartford
Northeast CT Alliance Regional Referral Direct Referral Direct Referral Regional
Revolving Loan Fund North East
Central Connecticut Regional Referral Direct Referral Referral Referral Regional
Revolving Loan Fund Central CT
South Eastern CT Enterprise Region, Direct Direct Direct Direct Direct Regional
Corp (SECTER) South East CT

Source: DECD
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J. ECONOMIC CLUSTERS

In August 2005, DECD realigned some of its business and economic development functions
and created the Office of Strategic Competitiveness (OSC). This office of the DECD
continues to work towards creating a “high performing” economy through Connecticut's Next
Generation Competitiveness Strategy. This new strategy supports Connecticut’s nine industry
clusters:

e Aerospace Components Manufacturers (activated in 1999)
e Agriculture (activated in 2002)

e Bioscience (activated in 1990)

e Insurance and Financial Services (activated in 2002)

e Maritime (activated in 2000)

¢ Metal Manufacturing (activated in 2002)

e Plastic Manufacturing (activated in 2001)

o Software/Information Technology (activated in 1999)

e Tourism

The staff of OSC works to broaden Connecticut's economic base and strengthen our
competitiveness in the global economy by supporting key industries within Industry Clusters.
The focus is on improving businesses within these industries, thereby boosting Connecticut’s
economy.

Responsibilities include:

Staff support to Governor's Competitiveness Council
Cluster identification and activation

Cluster development and administrative support

Cluster initiative marketing, communication and education
Inner cities initiative

Workforce development initiatives

Contract management of support activities

Project monitoring and pipeline reports

DECD’s Next Generation Competitiveness Strategy is accelerating the work of the Industry
Cluster Initiative by defining benchmarks, issues and possible solutions in order to design future
strategic activities. In an effort to improve Connecticut's competitiveness among leading
technology-driven states, the Governor's Competitiveness Council created the Technology
Transfer and Commercialization Advisory Board. DECD and the board developed a plan to
strengthen Connecticut's performance based on study of best practices from around the world
in the areas of technology transfer and commercialization. Their recommendations formed the
basis of new, DECD-sponsored legislation that eventually became law (Public Act 05-165).

To encourage the growth of economic clusters, the department took the following measures

over the last year:

e Administered a 2-year, $2 million Aerospace and Defense Supplier Initiative to make
Connecticut’s small and medium-sized aerospace and defense companies more competitive
through lean manufacturing techniques. These techniques improve manufacturers’
efficiency by studying the flow of information and materials on the shop floor. This particular
initiative offers a wide variety of training programs conducted by local and national experts in
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lean manufacturing. Connecticut and California are the only two states that provide a
nationally recognized program for supplier development.

Received $600,000 in federal aid from the Economic Development Administration, in
conjunction with the Connecticut Economic Resource Center (CERC), to provide technical
assistance to 54 Connecticut manufacturers. These companies are actively engaged in
significant progressive manufacturing projects and, after the technical assistance, reported
productivity improvements of 25% and more.

Began to lay the groundwork for the creation, in the next fiscal year, of an Office of
Insurance and Financial Services (IFS) that will form public policy, mobilize resources,
employ state and local leaders, and devise a strategy to retain, create and attract insurance
and financial services jobs in Connecticut.

Created a project team with the Community College system to plan cluster-based, economic
development strategies, including the creation of cluster resource centers.

Worked to catalyze the clusters by conducting intensive work sessions with six of the nine
cluster organizations through 16 individual sessions over a five-week period, with 100
companies participating, and through 60 hours of dedicated DECD staff time.

Funded the National Foundation for Teaching Entrepreneurship (NFTE) Youth
Entrepreneurship Program to teach at-risk, inner-city youth to successfully develop and
manage a business. The purpose of this effort is to reinforce and increase entrepreneurial
energy in Connecticut’s inner cities. Since the program's inception, 3,800 inner-city high
school students have participated and 107 teachers are now Certified Entrepreneurship
Trainers (CETS). NFTE programs are located in Bridgeport, Bristol, Danbury, Hartford,
Meriden, Middletown, New Britain, New Haven, Norwalk, Stamford and Waterbury.
Experienced progress through NFTE when the NFTE student first place winner of
Connecticut’s fifth annual BizPlan Competition went on to win first place in the New England
competition; and through linking NFTE to Capitol Community College through an articulation
agreement to create college credit for NFTE graduates. Subsequently, 91% of students
tested were awarded college credit.

Worked with 17 schools offering entrepreneurship programs in 24 classrooms training 529
students with 30 teachers trained to teach the programs. Three community organizations
have entrepreneurship programs. Twelve classroom business plan competitions were held
and two city/statewide business plan competitions were held for 250 attendees.
Recommended improved agreements with the Office for Workforce Development, the
Connecticut Technical High School System and the Community College System to facilitate
the matriculation of high school students to post-secondary education.

Key tasks for the future include:

Continue to support and invest in the state’s industry clusters through Connecticut’'s Next
Generation Competitiveness Strategy.

Assess, benchmark and monitor the state’s cluster portfolio in order to ensure that
Connecticut cultivates a diverse economy.

Provide leadership, facilitation and investment in the area of technology transfer and
commercialization through Connecticut's Innovation Network. The state’s technology
transfer and commercialization effort is designed to stimulate Connecticut’s research and
development strengths at its universities and research institutions, to encourage corporate
collaboration and to enhance the state’s entrepreneurial climate. DECD will support
Connecticut’'s Innovation Networks to implement these strategies through state policy,
programming and investments.

Assist small manufacturing enterprises (SME) in the areas of continued expansion of the
use of progressive manufacturing techniques and advanced technologies, business
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development and identification of new markets and workforce development. OSC will work
in conjunction with the Progressive Manufacturing Advisory Board of the Governor's
Competitiveness Council on this effort.

e Pilot a NFTE Summer BizCamp for up to 20 high school students that will link
entrepreneurial classroom training and paid internships. This will be done in conjunction
with Capitol Community College and Capitol Workforce Partners (the Workforce Investment
Board for North Central Connecticut).

e Develop an alumni program for NFTE graduates that harnesses the entrepreneurial
momentum students and teachers have built with the NFTE program by providing access to
a network of peer mentors, business and community leaders and experiential education
opportunities.

o Work with the Aerospace Components Manufacturers Cluster to develop a Connecticut
Mech-Tech Apprenticeship Program for high school students and graduates and offer a
rotational process for practical training in precision machining, CNC manufacturing and
engineering/design.

Legislation Passed During SFY 2004-2005:

The following legislation, passed in 2005 affected the Next Generation Competitiveness
Strategy including Industry Clusters: P.A. 05-165, An Act Concerning Establishment of an
Innovation Network for Economic Development requires the state’s economic development
agencies, in consultation with higher education institutions such as the University of Connecticut
(UConn) and the Connecticut State University System (CSU), to recommend a plan and a
budget for promoting technology transfer in Connecticut. As part of the plan, several of the
agencies and UConn may use up to $10 million of their existing resources to try to stimulate at
least $40 million in additional private resources.
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V. Community Development Performance

A. COMMUNITY DEVELOPMENT INTRODUCTION:

This section begins with a brief overview of DECD’s community development mission and
strategic direction. The measures and measurement methodology used to gauge the
performance of DECD’s community development investments and activities are stated and
defined.

Community development activities create the environment necessary for sustainable economic
growth, stable neighborhoods and healthy communities. Community development activities
address the “quality of life” issues that create and reinforce the foundation which effective
economic and housing development depend upon for success. Community development forms
the nexus between housing and economic development and, as such, often overlaps and
complements economic development and housing development. Community development
activities, therefore, provide the critical link between these two different and distinct activities.

Community development provides communities with quality of life improvements such as:

e Cultural arts and entertainment, recreation venues and activities and aesthetic
improvements that enrich the quality of life for all members of the community.

e Integration of large-scale developments into the fabric of a community, including
infrastructure improvements that stabilize neighborhoods and encourage safe environments.

As mentioned in the economic development section of this report, economic and community
development requires a comprehensive and holistic approach. Community development
activities often form the nexus between business and industry assistance and those factors
affecting and forming the foundation upon which an economy is supported. It is at the
community development level that factors such as the adequacy, reliability and quality of
transportation and education systems, the affordability of housing, the preservation of historical,
cultural or arts assets or access to affordable healthcare are addressed through state policy and
development initiatives.

B. COMMUNITY DEVELOPMENT OVERVIEW:

Community Development Mission:

DECD’s community development mission is to sustain our cities and towns as vibrant, diverse,
healthy communities that are centers of culture, commerce, learning, the arts, history and
prosperity.

Over-Arching Goal:

DECD’s community development goal is to develop and implement community-based initiatives
that create an environment that sustains economic growth, promotes positive social and cultural
development and nurtures healthy and diverse neighborhoods that offer economic opportunities
and quality affordable housing to everyone.

Mission Implementation:

DECD utilizes a number of programs, services and strategies to improve the quality of life in
Connecticut’'s communities. Community development activities undertaken include the
identification and remediation of contaminated sites; the coordination and technical
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management of large scale, multi-faceted development and infrastructure improvement projects;
the support and development of recreational, cultural and artistic venues and events; the
aesthetic renovation and/or construction of commercial and residential mixed use facilities;
home-owner rehabilitation; facade restoration/renovation; streetscape improvements; renovation
and/or construction of community facilities; and the support of community programs and
services.

DECD uses many state and federally funded community development programs and services,
as well as state bond funds, to improve the quality of life in Connecticut’s cities and towns and
provide infrastructure improvement opportunities. Some of these programs and services are:
Economic Development and Manufacturing Assistance

Industrial Parks Program

Industrial Site Investment Tax Credit Program

Main Street Program

Small Cities Community Development Block Grant Program

Special Contaminated Property Remediation and Insurance Fund

Small Town Economic Assistance Program (STEAP)

Urban Action Grant Program

Urban Site Investment Tax Credit Program

Urban Sites Remedial Action Program

Functional Components:
The department’s community development goals are supported by long-term and short-term
strategies.

The short-term community development strategy centers on servicing the immediate amenity
and infrastructure needs of Connecticut’s communities through individual development projects
that result in a broad social impact upon the various constituencies within a community. This
strategy is executed on a project-by-project basis and may be initiated in conjunction with an
economic development project, a housing development project, or both, or as a stand-alone
activity.

The long-term community development strategy is governed by the comprehensive amenity and
infrastructure needs of Connecticut's communities and regions as communicated to DECD by
each community and or region. The goals and objectives set forth in Connecticut's
Consolidated Plan for Housing and Community Development reflect community needs and
focus on the building of broad community foundations that enhance quality of life and support
further economic expansion and quality affordable housing development. The state’s Plan for
Conservation and Development also provides development and land use guidelines and policy
for Connecticut.

Two agency offices primarily support DECD community development efforts:
o Office of Municipal Development (OMD)
e Office of Infrastructure & Real Estate (OIRE)
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COMMUNITY DEVELOPMENT GOALS, OBJECTIVES AND MEASURES:

Measuring Performance:

When measuring the performance of the agency in terms of meeting its community
development mission, the agency considers two general performance categories: compliance
with programmatic statutory requirements, and the performance of the agency’'s community
development investments.

Programmatic Statutory Compliance and Meeting Legislative Intent:
o Determine whether DECD’s investments have met the requirements and objectives of the
various funding sources and programs DECD utilizes and/or administers.

Measuring Economic Impact:

Measures used include:

o The effect of DECD investments on gross state product, personal income and state tax
revenues

e Socio-economic benefits of DECD'’s investments

DECD’s economic impact analysis is designed to conservatively estimate:
e Gain in total state output

¢ New personal income

e New state revenues

Marketing Efforts:

Accomplishments in community development outreach by the Office of Municipal Development

during fiscal year 2004-2005 included the start of a new publication to reach community

development partners and customers. Details are:

¢ Initiated and published two issues of Small Cities Quarterly, a newsletter specifically
targeted to community development professionals throughout the state that highlights topics
including:

0 Program updates from the federal government on the Community Development
Block Grant (CDBG), the Small Cities Program and other issues related to federal
funding;

o0 Training provided by DECD on environmental issues, fair housing, HUD-required
performance measures for CDBG and various other topics identified by
municipalities participating in the Small Cities Program;

0 Technical issues the department wishes to communicate, for example, requirements
for project signs at Small Cities construction sites, groundbreaking ceremonies,
spending thresholds, program monitoring schedule and the like.

o Conducted forums specific in title to meet the needs of Community Development grantees
and to share information on how to better conduct the programs, for example, residential
rehabilitation

o Future sessions will include financial management information, including program
income and other topics identified by grantees for information sharing and additional
training

e Conducted trainings under Small Cities topics specifically related to state and/or federal
HUD requirements under this program
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C. COMMUNITY DEVELOPMENT PORTFOLIO ANALYSIS:

Two offices of DECD provide services in the area of community development: the Office of
Municipal Development (OMD) and the Office of Infrastructure and Real Estate (OIRE).

OMD provides municipalities and non-profits with financial and technical assistance for
community development activities.

OMD also supports the following special community development activities:

e The Energy Conservation Loan (ECL) Program provides state funds for energy
conservation measures through a contract with the Community Housing Investment Fund,
Inc. (CHIF) for low-interest loans to homebuyers and owners of one-to-four unit residential
buildings. Loans are limited to borrowers with incomes at or below 150 percent of the area
median.

e The Connecticut Main Street Program provides technical support through the Connecticut
Main Street Center to help communities revitalize their downtowns or neighborhood
commercial districts.

Table 44 describes the activity of the OMD during fiscal year 2004-2005:

Assistance Agreements (State &

Proposals 35 $15,551,290 [ Federal) 42 $22,091,790
Small Cities

Applications 34 20 STEAP Applications 19 6
Urban Act

Applications 7 N/A Main Street Applications® 1 2
[ Received Approved | Organizations Visited 17

Special Act

Applications 1 1 Municipalities Visited 120

Source: DECD Office of Municipal Development

Note: 1. Main Street Application was received late in fiscal year 2003-2004 and approved during 2004-
2005. 1 application was received and approved in fiscal year 2004-2005.
2. Urban Action Projects are approved by OPM.

During 2004-2005, OMD also provided federal Small Cities Community Development Block
Grant (CDBG) training sessions on environmental training (51 participants), grants management
(55 participants) and fair housing training (57 participants).
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Key tasks for OMD in the future include:

Small Cities Technical Assistance Outreach Program that will include informational forums
and training sessions for eligible municipalities. An educational forum on economic
development will be presented with an updated manual for use by staff and grantees.
Continue the Small Cities Quarterly newsletter to provide program updates and improve
communication with DECD community development clients.

Workshop on HUD performance measures to assist grantees in becoming more familiar with
requirements around this and to review upcoming changes to application documents.
Technical assistance to non-profits to help them with their ongoing operational needs so
construction projects funded by DECD have a long-term positive impact.

Outreach to communities to improve program knowledge and help them envision how their
immediate projects can enhance their overall community and organizational goals, including
taking a more comprehensive approach to downtown revitalization.

OIRE provides municipalities and the state’s business community with financial and technical
assistance to realize their economic and community development objectives. OIRE provides
financial and technical assistance for community development activities through the following
programs:

The Connecticut Brownfields Revolving Loan Fund, an EPA grant to DECD to provide loans
for environmental cleanup of Hartford properties purchased after 9/11/02.

The Dry Cleaning Establishment Remediation Fund provides grants to eligible dry cleaning
business owners and operators for the cleanup, containment or mitigation of pollution.

The Economic Development and Manufacturing Assistance Program provides loans and
loan guarantees to businesses for job retention or expansion including funding of tax credits
for new machinery or equipment, acquisition of real property, infrastructure improvements
and renovation or expansion of facilities.

The Industrial Parks Program provides planning and development services, assistance to
renovate or demolish vacant industrial buildings, and technical assistance to help
municipalities develop industrial parks.

The Special Contaminated Property Remediation and Insurance Fund (SCPRIF) provides
assistance with investigating the environmental conditions of a site so that redevelopment
beneficial to the community can take place.

The Urban and Industrial Site Investment Tax Credit Program provides tax credits of up to
100% of an investment made by an eligible investor in an urban or industrial site
development project.

A special review function conducted by OIRE includes:

The Connecticut Environmental Policy Act (CEPA) evaluation identifies and evaluates the
impacts of proposed state actions that may significantly impact the environment and the
National Environmental Policy Act (NEPA) evaluation identifies and evaluates the impact of
proposed federal actions that may significantly impact the environment. Both processes
provide information necessary for deciding whether to proceed with a project, and also
provide the opportunity for public review and comment.

A CEPA/NEPA review is required for each state agency action supported with state, federal
or other funds that could have a major impact on the state’'s land, water, air or other
environmental resources and the built environment.

A CEPA/NEPA review does not apply to: 1) emergency measures undertaken in response
to an immediate threat to public health or safety and 2) activities in which state agency
participation is administrative in nature and involves no exercise of discretion.
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Table 45 shows activity during fiscal year 2004-2005 by OIRE:

Assistance Agreements

Letters of Interest

$13,651,800 $29,951,147

Assistance Proposals 34 $39,717,000 | Businesses Visited
Source: DECD Office of Infrastructure and Real Estate

Presentation of the Portfolio:

The DECD Community Development Investment portfolio contains DECD’s investments in a
diverse set of community development projects, organizations and programs. This portfolio
contains DECD'’s investments in infrastructure, brownfields, arts, cultural and entertainment
projects, museums, libraries, revolving loan funds, technical assistance programs and other
community development activities throughout the state. The total value of this portfolio is
$972,015,751. In fiscal year 2004-2005 the DECD invested $63 million in community
development projects across Connecticut.

Table 46 outlines the department’s community development investment activity during fiscal
year 2004-2005. Table 46.1 provides project type definitions used in this section of the report.

Project Total Total DECD Total Leverage
Category Number of Investment Development Ratio
Projects Cost

Total 60 $63,621,152 $163,250,061 2.57
AC&E 6 $ 2,655,000% 9,151,939 3.45
BF 10 $ 600,000 % 1,142,550 1.90
TPS 3 $ 1,950,000 % 5,120,000 2.63
RLF 1 $ 3,000,000% 6,700,000 2.23
INF 30 $38,923,152% 13,836,072 2.92
LIB 1 $ 4,500,000 % 8,500,000 1.89
MU 9 $11,993,000% 18,799,500 1.57

Source: DECD
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AC&E
BF
TPS
RLF
EDU
INF
LIB
MDP
MU
PL
SPF

Arts, Culture and Entertainment Projects

Brownfields & Environmental Remediation/Protection Projects
Technical Program Support

Revolving Loan Funds

Education Related Projects

Economic and Community Development Infrastructure Projects
Library investment Projects

Municipal Development Plan Projects

Museum Investment Projects

Economic and Community Development Planning Projects
Sports Facilities Investment Projects

Source: DECD

Analysis Of The Portfolio:
DECD Community Development Investment Portfolio as of June 30, 2005. Detailed information
regarding the DECD Community Development Investment Portfolio is located in the report
Appendix. What follows is an analysis of the DECD Economic and Community Development
Investment Portfolio as of June 30, 2005.

Total Number of Loans 16
Total Number of Grants 550
Total Number of Grant and Loan Combination 2
Total Number Loan Guarantees 2
Total Number of Projects 570

Source: DECD

Table 47 provides the composition of the Community Development Investment Portfolio.
Community Development funding can be in the form of a loan, grant, loan guarantee, asset
transfer or any combination thereof. Table 47.1 provides the percentage break out of the
financial instruments used in the portfolio. Table 47.2 provides the break out of loans and grants

within the portfolio.

Loan Only 16 3%
Grant Only 550 96%
Combination of Grant and Loan 2 >1%
Loan Guarantee 2 >1%
Projects 570 100%
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Loans $ 10,069,426 1%
Grants $ 961,346,325 99%
Loan Guarantee $ 600,000 >1%
Total Portfolio Value $ 972,015,751 100%

Funding Break Out:

DECD Community Development investments are made via numerous economic and community
development funding programs and special legislation. Definitions for the various funding source
acronyms in Table 46.1 also apply to this section of the report.

DECD invested $972 million in Community Development Projects including $961 million in the
form of community development grants and $10 million in the form of community development
loans. Table 48 outlines the breakout of community development investments by project type. It
also provides the amount of funds leveraged by DECD’s investment.

Project Type Total DECD Total Non- Total Project
Investment DECD Investment
Investment
AC&E $ 81,735,859 $100,752,257 $ 182,488,116
BF $ 8,814,260 $ 2,773,762 $ 11,488,022
TPS $ 44,055,198 $ 49,105,256 $ 93,160,454
RLF $ 26,021,500 $ 13,586,639 $ 39,608,139
EDU $ 5,412,000 $ 297,037 $ 5,709,037
INF $666,104,230 $510,255,301 $1,176,359,531
LIB $ 4,600,000 $ 4,122,000 $ 8,722,000
MDP $ 75,000 $ 77,178 $ 152,178
MU $ 72,800,904 $113,491,166 $ 183,317,070
PL $ 7,766,800 $ 3,003,754 $ 10,770,554
SPF $ 54,630,000 $ 31,699,917 $ 86,329,917
$972,015,751 $829,164,267 $1,798,105,018

Source: DECD

Table 49 provides the distribution of community development investments by funding source
and investment instrument. Thirty-five percent of projects in the DECD Community Development
portfolio were funded via the UA program. Twenty-six percent of the projects in the DECD
Community Development portfolio were funded via MAA. Forty-seven percent of DECD's
Community Development investments were funded via the UA program. Sixteen percent were
funded via Special Act Legislation and fifteen percent via MAA.
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Funding # Grants Loans Loan Total DECD
Source Projects Guarantees Investment
CBRLF 1 $ - $ 160,000 $ - $ 160,000
CCEDA 3 $ 42,963,750 $ - $ - $ 42,963,750
Dry Cleaning 35 $ 3,534,260 $ - $ - $ 3,534,260
HA 7 $ 461,000 $ - $ - $ 461,000
ICC 3 $ 6,000,000 $ - $ - $ 6,000,000
MAA 147 $140,357,514 $ 9,136,206 $ 600,000 $150,093,720
PA 00-167 1 $ 46,284,000 $ - $ - $ 46,284,000
REG 78 $ 96,978,500 $ - $ - $ 96,978,500
RPA 16 $ 1,030,500 $ - $ - $ 1,030,500
SA 40 $150,710,879 $ - $ - $150,710,879
SCPRIF 9 $ 40,000 $ 773,220 $ - $ 813,220
STEAP 32 $ 12,585,300 $ - $ - $ 12,585,300
UA 198 $460,400,622 $ - $ - $460,400,622

570 $961,346,325 $ 10,069,426 $ 600,000 $972,015,751

Source: DECD

Types of Community Development Projects Funded:

Table 50 provides the percentage distribution of community development investments by project
type. Out of the 570 community development projects funded by DECD, 245 were community
development infrastructure projects.

Project Type # Project % Projects
AC&E 74 13%
BF 42 7%
TPS 52 9%
RLF 15 3%
EDU 4 1%
INF 245 43%
LIB 2 0%
MDP 2 0%
MU 63 11%
PL 60 11%
SPF 11 2%
570 100%

Source: DECD
Table 51 provides the distribution of community development investments by type of project and
investment instrument. Of the $972 million DECD invested in community development projects,
$657 million was invested in community development infrastructure projects.
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AC&E $ 80,831,653 $ 904,206 $ - $ 81,735,859
BF $ 8,814,260 $ - $ - $ 8,814,260
TPS $ 44,055,198 $ - $ - $ 44,055,198
RLF $ 25,421,500 $ - $600,000 $ 26,021,500
EDU $ 5,412,000 $ - $ - $ 5,412,000
INF $ 656,939,010 $ 9,165,220 $ - $666,104,230
LIB $ 4,600,000 $ - $ - $ 4,600,000
MDP $ 75,000 $ - $ - $ 75,000
MU $ 72,800,904 $ - $ - $ 72,800,904
PL $ 7,766,800 $ - $ - $ 7,766,800
SPF $ 54,630,000 $ - $ - $ 54,630,000

$ 961,346,325 $10,069,426 $600,000 $972,015,751

Source: DECD

Sixty-eight percent of all community development grants and ninety-one percent of community
development loans were for economic and community development infrastructure projects.
Sixty-nine percent of DECD community development investments were made in community
development infrastructure projects.

Participation:

Table 52 outlines DECD’s project participation rates. The average rate of DECD patrticipation in
the funding of economic and community development projects fifty-four percent. Brownfield and
planning projects typically require the largest percent of DECD participation whereas projects on
arts, culture and entertainment and museum projects require the least.

Project Grants Loans Loan Total DECD
Type Guarantees Investment
AC&E 44% 0.5% 0% 45%
BF 7% 0.0% 0% 7%
TPS 47% 0.0% 0% 47%
RLF 64% 0.0% 2% 66%
EDU 95% 0.0% 0% 95%
INF 56% 0.8% 0% 57%
LIB 53% 0.0% 0% 53%
MDP 49% 0.0% 0% 49%
MU 40% 0.0% 0% 40%
PL 2% 0.0% 0% 2%
SPF 63% 0.0% 0% 63%
53% 0.6% 0% 54%

Source: DECD

Leveraging:

As a result of DECD’s economic and community development investment of $972 million, an
additional $829 million in non-DECD funds were invested in Connecticut’s economy. In other
words, for every dollar invested by DECD, 0.85 dollars was invested by non-DECD entities.
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DECD Participation and Leverage Ratios:
Table 53 provides participation and leveraging ratios for the different types of community
development projects funded by the DECD.

Total DECD Leverage
Project Type Investment Project Type Ratios
AC&E 45% AC&E 1.23
BF 7% BF 0.31
TPS 47% ED PROG 1.11
RLF 66% ED RLF 0.52
EDU 95% EDU 0.05
INF 57% INF 0.77
LIB 53% LIB 0.90
MDP 49% MDP 1.03
MU 40% MU 1.56
PL 72% PL 0.39
SPF 63% SPF 0.58
Total 54% Total 0.85

Source: DECD

Tables 54 and 55 provide a geographic perspective on DECD’s community development
investments.
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FAIRFIELD 104 $177,736,875 $ - $ 174,400 $177,911,275  $139,958,557  $ 317,869,832
HARTFORD 169 $265,742,709 $600,000 $ 985,326 $267,328,035  $325,134,191  $ 589,462,226
LITCHFIELD 30 $ 14,727,940 $ - $ - $ 14,727,940  $ 22,905,407 $ 37,633,347
MIDDLESEX 30 $ 19,310,965 $ - $ 357,000 $ 19,667,965 $ 9,639,132 $ 29,307,097
NEW HAVEN 130 $264,788,532 $ - $ 365,000 $265,153,532 $138,686,783  $ 403,790,315
NEW LONDON 74 $181,041,905 $ - $ 435,000 $181,476,905  $145,608,270 $ 327,085,175
TOLLAND 13 $ 19,254,835 $ - $ 55,700 $ 19,310,535  $ 30,469,657 $ 49,780,192
WINDHAM 20 $ 18,742,564 $ - $ 7,697,000 $ 26,439,564  $ 16,737,270 $ 43,176,834
TOTAL 570 $961,346,325 $600,000 $10,069,426 $972,015,751  $829,139,267  $1,798,105,018

Source: DECD

Type Of Fairfield Hartford Litchfield Middlesex New Haven New London  Tolland Windham
Project  Total Total Total Total Total Total Total Total
Investment Investment Investment Investment Investment Investment Investment Investment
AC&E $ 24,599,169 $ 21,865,413 $ 6,856,000 $ 3,967,000 $ 6,041,777 $ 15,706,500 $ - $ 2,700,000
BF $ 3,100,000 $ 1,180,000 $ 300,000 $ 50,000 $ 3,534,260 $ 650,000 $ - $ -
TPS $ 89,448 $ 26,875,750 $ - % 110,000 $ 4,550,000 $ 6,430,000 $ 6,000,000 $ -
RLF $ 1,000,000 $ 17,550,000 $ - 3 637,500 $ 3,500,000 $ 3,334,000 $ - % -
EDU $ 3,000,000 % - $ - % - $ 2,162,000 $ 250,000 $ - $ -
INF $ 99,636,658 $170,108,578 $ 7,167,440 $ 12,530,465 $ 230,842,495 $ 110,362,795 $12,710,535 $ 22,745,264
LIB $ - % - 8 - $ - % 100,000 $ 4,500,000 $ - $ -
MDP $ - $ - $ - % 75,000 $ - $ - % - $ -
MU $ 8,801,000 $ 20,206,294 $ - $ 2,188,000 $ 7,022,000 $ 34,043,610 $ 100,000 $ 440,000
PL $ 2,685000 $ 842,000 $ 304,500 $ 110,000 $ 2,571,000 $ 200,000 $ 500,000 $ 554,300
SPF $ 35,000,000 $ 8,700,000 $ 100,000 $ - $ 4,830,000 $ 6,000,000 $ - $ -
Total $177,911,275 $267,328,035 $ 14,727,940 $ 19,667,965 $ 265,153,532 $ 181,476,905 $19,310,535 $ 26,439,564

Source: DECD
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Economic Impact Analysis:

Using the REMI Policy Insight Econometric model, the DECD estimated the impact of its
Community Development investments. The following table illustrates the significant impact
DECD'’s investments have had on the state’s economy. Table 56 outlines the economic benefits
derived from DECD’s community development investments. It is important to note that this
analysis does not quantify or reflect the socio-economic benefits that community development
projects generate.

Table 56
Community Development Portfolio
Economic Impact

PORTFOLIO  FISCAL YEAR

AGGREGATE 2005
Employment 7,987 1,041
Gross Regional Product $1,338,938,455 $136,645,831
Income $1,437,540,000 $164,000,000
State Net Rev. $ 56,846,583 $ 2,158,292

Source: DECD

Note: The impact expressed in this section is based solely on the
investment of capital that resulted from DECD’s community
development assistance. It does not take into consideration the
impact that has resulted from the direct job creation that has
occurred as a result of DECD’s investments. It is therefore a
conservative estimate.

Small Cities Community Development Block Grant (CDBG) Program Portfolio:

The Small Cities Community Development Block Grant (CDBG) is administered by OMD. The
DECD is designated, by the United States Department of Housing and Urban Development
(HUD), as the principal state agency for the allocation and administration of this block grant
within the State of Connecticut.

The primary statutory objective of the CDBG Program is to develop viable communities by
providing decent housing, a suitable living environment, and by expanding economic
opportunities for persons of low and moderate-income. To achieve these goals, the CDBG
regulations outline eligible activities and national objectives that each activity must meet.

In 1981, Congress amended the Housing and Community Development Act of 1974 to give
each state the opportunity to administer CDBG funds for “non-entittement areas.” Non-
entittement areas include those units of general local government that do not receive CDBG
funds directly from HUD as part of the entitlement program. Non-entittement areas in
Connecticut are generally cities and towns with populations of less than 50,000 or, unless
designated a central city of an area. States participating in the CDBG program have three major
responsibilities: formulating community development objectives; deciding how to distribute funds
among communities in non-entitlement areas; and ensuring that recipient communities comply
with applicable state and federal laws and requirements.

Entittement communities receive annual grants directly from HUD as part of the entitlement
program. Listed below are Connecticut municipalities that are entittement communities and
therefore are ineligible for state administered CDBG funds.
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CDBG Entitlement Communities
(Municipalities Not Eligible For State Administered CDBG Funds)

Bridgeport Hartford New London
Bristol Manchester Norwalk
Danbury Meriden Norwich
East Hartford Middletown Stamford
Fairfield Milford (Town) Stratford
Greenwich New Britain Waterbury
Hamden (Town) New Haven West Hartford
West Haven

Note: Entittement communities receive CDBG funds directly from HUD

All other Connecticut municipalities are eligible for the state administered “Small Cities” CDBG
funds.

2004-2005 CDBG Activities:
Table 57 outlines the DECD’s CDBG program activity for fiscal year 2004-2005.

Table 57
CDBG Projects Awarded During Fiscal Year 2004-2005
Municipality Project Description Investment
Andover Town Hall ADA Improvements $ 500,000
Ashford Town Wide Housing Rehabilitation $ 400,000
Branford Housing Rehab - Parkside Village-Elderly $ 600,000
Brooklyn Rehab And Expansion Of Senior Center $ 750,000
Coventry Housing Rehabilitation Program $ 400,000
Durham Town Hall ADA Improvements $ 520,000
East Hampton Rehab Of 2 Elderly Housing Projects $ 500,000
East Haven Town Wide Housing Rehabilitation $ 200,000
Ellington Re-Capitalization Of Housing Rehab $ 500,000
Franklin Construction Of Senior Center $ 500,000
Griswold Drainage, Street & Sidewalk -Carely Ave $ 550,000
Harwinton Senior Center Renovation $ 500,000
Jewett City Waste Water Treatment Upgrades $ 510,000
Kent Rehabilitation Of Templeton Farms $ 600,000
New Milford Railroad St Reconstruction Phase li $ 550,000
North Branford Elderly Housing Rehabilitation $ 700,000
North Canaan Downtown Revitalization-Area Site Improvements $ 500,000
Old Saybrook Regional Senior Center Addition $ 700,000
Plymouth Housing Rehabilitation $ 300,000
Prospect Addition To The Senior Center $ 700,000
Sprague Baltic Heights Road Reconstruction $ 600,000
Suffield Reconstruction-Drainage Improvements $ 650,000
Torrington Health & Wellness Center Service $ 200,000
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Vernon Reconstruction Of Village Street $ 650,000
Westbrook ADA Improvements. To Town Library $ 525,000
Windham ADA Improvements. Police Station, Town Hall & Park $ 496,000
Total $13,601,000

Source: DECD Office of Municipal Development

CDBG Funding History:

The state began administering CDBG funds circa 1983. Since that time the state (acting
through DECD and its predecessor agencies) has invested approximately $228,724,103 in
community, housing and economic development projects throughout Connecticut. As of

June 30, 2005, DECD had 175 Small Cities projects with a total investment value of
$67,565,342.

D. BROWNFIELDS:

Summary of DECD’s Brownfield Efforts and Activities:

Brownfields are abandoned or underutilized sites where redevelopment is complicated by real
or perceived environmental contamination. Brownfields exist anywhere, and can often be
viewed as detrimental to site development because of the fear of unknown environmental
problems. Clean sites promote development and make our state safer by reducing
environmental pollution and lessening blight in urban and suburban neighborhoods.

The Office of Infrastructure and Real Estate (OIRE) is helping communities and businesses take
advantage of our highly successful and nationally recognized brownfield programs. OIRE
collaborates with municipal, business and housing clients to manage a variety of real estate
development projects.

DECD recognizes the importance of making the best use of Connecticut’s resources to ensure
positive economic growth. To that end, OIRE has assembled a technical support staff
consisting of land use planners, architects, engineers, construction specialists and economic
development professionals dedicated to project management.

Responsibilities of OIRE staff include:

e Technical assistance to internal and external customers, including environmental
engineering and architectural services and construction oversight

o Client intake, client assessment, infrastructure project management and feasibility review,
assistance identification and packaging, and product and service delivery (including real
estate/site location assistance)

e Collecting and maintaining performance data on the community and housing development

and business and economic development projects executed by OIRE staff

Brownfield and environmental remediation assistance

Deal negotiations and structuring

Project monitoring and pipeline reports

Business development and outreach
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Funding for these programs originates from a variety of sources, including state bond funds, tax
revenue and U.S. Department of Environmental Protection Agency grants. The department
offers flexible tools to deal with all brownfield issues. Financial assistance is available for
investigation, remediation and redevelopment. In addition, projects may also qualify for tax
credits. Brownfield redevelopments are often complex and require multiple private and public
funding sources over a period of several years. Table 58 details DECD brownfield projects
during 2004-2005:

Table 58
2004-2005 Brownfield Projects
Project Name Developer Project Location Municipality Acres DECD $ Other $
Super Stop & Shop City of Bridgeport Fairfield Avenue Bridgeport 7 $ 2,500,000
Triangle Wire & Cable Co. Town of Griswold Route 201 Griswold 17 $ 195000 $ 500,000
Colt Gateway Colt Gateway, LLC 149 Huyshope Ave. Hartford 18 $ 4,500,000 $60,500,000
Total: 3 projects $ 7,195,000 $61,000,000

Source: DECD Office of Infrastructure and Real Estate

A description of the projects DECD funded in this area during 2004-2005 follows:

e Super Stop & Shop: A $2,500,000 Urban Act grant was provided to Bridgeport for the
environmental cleanup and demolition of the former Evergreen Manor Apartments, a HUD-
owned, low-income-housing project. The grant also includes site improvements in
preparation for the private construction of a new 60,000 square foot supermarket. The
community will benefit from the transformation of the block from blight, local jobs and taxes
will be created, and area residents will have the convenience of a supermarket in their
neighborhood.

e Colt Gateway: One of Connecticut's most recognizable and significant properties, over
$60,500,000 of private and federal funds will be needed for the development of housing,
industrial and mixed use. The asbestos was removed and state funds will be used for
facade improvement.

e Triangle Wire: The Plastic Wire & Cable Company Property (aka Triangle PWC) is a
300,000 square-foot abandoned factory complex on 17 acres with frontage on Ashland
Pond. The buildings were continually added to the mill complex from its beginnings in the
late 19th and early 20th centuries; it was abandoned in the late 1990's. The Town of
Griswold secured a $200,000 grant from the U.S. Environmental Protection Agency (EPA)
for environmental investigation. DECD will provide a $195,000 grant to prepare a Municipal
Development Plan (MDP) that will include supplemental environmental investigation, market
analysis, land use planning and preliminary engineering. The property is a significant tract
of industrial property that the Town of Griswold would like to see reactivated.

Connecticut Brownfield Revolving Loan Fund Program (CBRLF):

In May 2004, DECD was awarded a $432,000 grant for the U.S. Environmental Protection
Agency (EPA) to operate a revolving loan fund for the remediation of hazardous waste. Since
the funds were originally awarded to the City of Hartford, only Hartford projects are eligible. By
April 2005, this complex program was set up and a $160,000 check was issued to Public
Housing Residents Going Places, Inc. DECD requested and was awarded supplemental
funding of $168,000 to assist with the remediation of the Colt Gateway site. Due to DECD’s
success with this program, the EPA has requested a proposal to operate a revolving loan fund
that was originally awarded to the Town of Berlin. The Berlin-only funds (under $450,000) will
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be available in 2006. In 2005, DECD requested, but was not awarded, funds for statewide use.
The department plans on reapplying for funding from EPA in 2006.

A description of the projects under the CBRLF for Hartford follows:

e Main & Pavilion: Public Housing Residents Going Places, Inc. is a non-profit organization
formed to benefit residents of Mary Shepard Place who took title to the property from the
City of Hartford for $1. The CBRLF funds were used to remediate the site prior to
development of a 39,900 square foot shopping center with a total development cost
estimated at $4.5 million and a December 2005 completion date. The shopping center is
100% pre-leased to a tenant mix that includes a 14,000 square foot supermarket, a
significant community benefit.

e Colt Gateway: $400,000 is targeted toward remediation of this complex site. These EPA
funds will be available in 2006.

Table 59 details 2004-2005 CBRLF projects with funding from the EPA:

Table 59
2004-2005 Connecticut Brownfield Revolving Loan Fund (CBRLF)
Funding through the U.S. Environmental Protection Agency (EPA)

Project Name Developer Project Location Municipality EPA $
Public Housing Residents

Main & Pavilion Going Places, Inc. Main & Pavilion Streets Hartford $160,000

Colt Gateway Colt Gateway, Inc. 140 Huyshoppe Avenue Hartford $400,000

Total: 2 projects $560,000

Source: DECD Office of Infrastructure and Real Estate

Special Contaminated Property Remediation and Insurance Fund:

OIRE also administers the Special Contaminated Property Remediation and Insurance Fund
(SCPRIF) in cooperation with the Department of Environmental Protection (DEP). The purpose
of this program is to encourage public and private partnerships to jointly investigate, remediate
and redevelop underutilized commercial and industrial properties that remain vacant as a result
of site contamination issues. The eventual remediation of any hazards and the reuse of the
property is the ultimate goal of the program. Proposals are reviewed for community and
environmental impact, as well as economic feasibility. The reuse of the property should
represent improvement for the local community.

OIRE provides financial assistance through low-interest loans (with a five-year term) to any
person, corporation, municipality or business who is either the current owner of the site or a
prospective owner or developer of the site, or the municipality in which the site is located. This
assistance, through DECD, is for environmental investigation. A recent legislative (P.A. 05-176)
change also allows some remediation costs. Applicants must demonstrate that they have the
financial and technical expertise and resources necessary to successfully undertake the site
investigation, remediation and redevelopment project. Municipalities are not required to have
the owner’'s consent if the site is abandoned or tax delinquent. The program allows the
applicant to conduct investigations and demolition.

The recipient of SCPRIF loan funds will repay the state upon sale or lease of the property, or
upon approval of a final remedial action report, in accordance with the terms of the program. In
the event the assessment determines that this redevelopment of the site is not feasible due to

Connecticut Department of Economic and Community Development
Annual Report for Fiscal Year 2004-2005

139



the cost of remediation, loans made under the program may be forgiven under certain
conditions. Table 60 shows activity under SCPRIF during fiscal year 2004-2005:

Table 60
2004-2005 Activity under the Special Contaminated Property
Remediation and Insurance Fund

Name of Applicant Location Municipality | Time Between Application/Decision Status
305 Knowlton Street LLC 1057 Broad Street | Bridgeport 2 weeks/approved Not closed yet
65 Burritt Street LLC 65 Burritt Street New Britain 2 months/approved Not closed yet
323 Clark Street LLC 323 Clark Street | Southington 2 weeks/approved filr?jgd; add

# Applications # Loans Amount Applications Approved/Denied
3 1 $50,000 3 approved/zero (0) denied

Source: DECD Office of Infrastructure and Real Estate

Descriptions of the projects are:

65 Burritt Street, LLC: a loan for $160,000 for environmental investigation and a
remediation plan will be provided to Atlas Concrete Products, the new owner of this site
formerly owned by the Stanley Works in New Britain. The 11-acre site includes four vacant
buildings and a wooden shed (250,000 square feet) that will house Atlas Concrete Products.
323 Clark Street: a $40,000 loan was increased to $50,000 for the additional
environmental studies required by DEP. The site, in Southington, was remediated and the
building was renovated and fully leased to a small manufacturing tenant that will take title.
305 Knowlton Street: Knowlton Street LLC hopes to purchase the former home of
Armstrong Manufacturing Company in Bridgeport, consisting of 1.75 acres and five buildings
totaling 70,000 square feet for lease to an auto manufacturer. After purchase, Knowlton
Street LLC will close on a SCPRIF loan of $100,000 for Phase Il and Phase Il
environmental studies and the remediation plan.

Legislation Passed During SFY 2004-2005:

P.A. 05-285, An Act Concerning the Special Contaminated Property Remediation and
Insurance Fund and Open Space and Economic Development in the City of Shelton,
expands the purposes for which SCPRIF loans can be used. The following are provisions of the
new act:

It allows the applicant to use loans to remediate the contaminated property

The commissioner of DECD may extend the periods for repaying these loans

It eliminates the SCPRIF Advisory Board’'s authority to approve loans, making the board
advisory only

It includes other technical changes to make SCPRIF more flexible to applicants’ needs and
to lower administrative costs to run the program
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E. DRY CLEANING:

Dry Cleaning Establishment Remediation Fund:

Different brownfield programs and incentives are offered by the state and federal governments
for different businesses — except for dry cleaning. Most dry cleaning establishments are family-
run businesses and therefore do not have adequate capital to fund a remediation project. They
need state assistance to fill the gap in funding required for remediation.

The Dry Cleaning Establishment Remediation Fund is a unique program that provides grants to
dry cleaners and their landlords who find that the property they lease or own is contaminated by
the solvent used in their business. The program helps dry cleaning business owners and
landlords to ease the burden of spending private money for site investigation and remediation
and allows an applicant to sustain his/her business, once he or she finds that there is a site
contamination. Based on the track record, the program covers almost 50% to 90% of the
remediation cost for most applicants.

Some dry cleaning businesses are located in sensitive groundwater areas, designated GA. This
designation signifies that the water is suitable for direct consumption. In these areas,
neighboring residents have their own potable water supply wells. When the dry cleaning
solvents contaminate these wells, the problem needs to be addressed immediately in order to
protect the health of residents. The Dry Cleaning Establishment Remediation Fund addresses
these contamination issues and, if necessary, provides funding to extend water supply lines or
provide potable water to affected residents.

A dry cleaning business is, by DEP definition, an establishment. This means that when a
business and/or the land is sold or transferred to another owner, the current owner must notify
DEP about the site condition. Even the banks require site investigation reports before
approving the loan application. The dry cleaning program provides the ability for a dry cleaner
or a landlord to conduct the necessary investigation and, if required, the follow up remediation,
which will thereby satisfy banks and/or DEP.

DECD, through the Office of Infrastructure and Real Estate (OIRE), can provide grants to
eligible dry cleaning establishments for the cleanup, containment, or mitigation of pollution
resulting from the release of chemicals used in dry cleaning. The grants may also be used for
measures undertaken to prevent such pollution and to provide potable drinking water when
necessary. Since January 1, 1995, dry cleaning establishments have been required to pay a
1% surcharge on the gross receipts at retail for any dry cle