AGENDA ITEM #2
May 7, 2009

Council Worksession

MEMORANDUM

May 5, 2009

TO: County Council

FROM: Justina J. Fer i1slative Analyst

SUBJECT: Worksession -

ecutive’s Recommended FY10 Operating Budget -
Department o

conomic Development (DED)

» The Planning, Housing and Economic Development Committee recommends Council
approval of the Department of Economic Development (DED) budget for $10,357,510
including a reduction of $1,339,860 submitted in the Executive’s Budget Adjustments. The
reduction is an Executive recommendation to accelerate and shift $1,339,860 in federal
economic stimulus aid from FY10 to FY09 based on more recent information provided by
the Maryland Department of Labor and Licensing. A supplemental appropriation will be
requested for FY05.

» The Committee will meet with the new Director to discuss the strategic plan — Vision for
Economic Development — together with other strategic items.

» DED will report to the Committee this fall with a plan outlining options for reducing or
stabilizing incubator costs.

Those expected for this worksession:

Steve Silverman, Director, DED
Tina Benjamin, Chief of Staff, DED

Peter Bang, Chief, Finance, Administration and Special Projects Division, DED
Jeremy Criss, Chief, Agricultural Services, DED

Barbara Kaufmann, Chief, Workforce Services

Jennifer Shovlin, Senior Financial Specialist, DED

John Cuff, Management and Budget Specialist, OMB

Karen Orlansky, Director, Office of Legislative Oversight

Sarah Downie, Research Associate, Office of Legislative Oversight

The Executive’s Recommended FY10 Operating Budget for the Department of Economic
Development (DED) can be found on pages 60-1 to 60-8 of the budget. A copy is attached at ©1.



Overview

For FY10 the Executive recommends an operating budget of $11,697,370 for the Department of
Economic Development (DED); this includes $4,039,860 in grant funding for Workforce
Services. The overall DED budget has increased $948,790 or 8.8 % from FY09; however, grant
funding is responsible for the increase. Grant funding increased from $2,700,000 in FY09 to
$4,039,860 in FY10. The operating budget of DED funded by the General Fund is down 4.9%.
Not included in the FY10 budget are $432,000 and 3.0 workyears charged to the CIP for the
Agricultural Preservation Program and $133,340 and 1.0 workyear charged to the Economic

Development Fund. An organizational chart is attached at ©49.

DED

FY08 FY09 FY10 CE % Change
DELC  (in $000's) Actual Approved Recommended FY09-FY10
Expenditures:
General Fund 8,115,693 8,048,580 7,657,510 -4.9%
Grant Fund * 2,618,779 2,700,000 4,039,860* 49.6%
TOTAL. Expenditures 10,734,472 10,748,580 11,697,370 8.8%
Positions:
Full-time 53 49 46 -8.1%
Part-time 6 3 3 0%
TOTAL Positions 59 52 49 -6.1%
WORKYEARS 50.8 45.6 40.8 -10.5%

*$1,339,860 of Grant funding for FY 10 is Workforce Investment Act Federal Economic Stimulus funding.

The Executive recommends a net decrease of 4.8 workyears. Total changes in departmental
workyears proposed in the budget are 40.8 workyears for FY10 compared to 45.6 workyears in
FY09. Lapse for the department is budgeted at $129,729 for 1.25 workyears. A crosswalk of
positions is at ©50.

Workyear Changes in DED Full-time Part-time Comments

New positions for FY10 0 0|No new positions
for DED

Abolished positions for FY10

0OSC in Workforce Services -1

Small Business Outreach position -1

Germantown Incubator position -1

Grant Funded - Workforce Serv. -1.2 )

Positions Allocated to Other Funds

Ag Services personnel to Ag Fund 0.4

| 15% of Senior Fin Spec to WIA Grant 0.2

Increase Lapse -0.5

Technical Adjustment 0.1

Net Change -4.8 0




DED Identified Service Impact Adjustments: i
Add Greater Washington Initiative Funding $ 25,000
Eliminate Intellectual Property Center Program $ (80,000)
Elminate 2 Business Dev.Specialist position $ (161,240)
| (Small Business Outreach and Germantown Incubator) -

NET SERVICE IMPACT ADJUSTMENT TOTAL $ (216,240)
DED Identified Same Services Adjustments:

Service Increment Adjustments $ 53,330
Additional lapse $ (50,000)
Annualization of FY08 Personnel Costs 3 17,780
Central Duplicating Deficit Recovery Charge $ (690)
Group Insurance Adjustments $ 4720
|Retirement Adjustment $ 5,660
Motor Pool Rate Adjustments $ 770 |
Printing and Mail Cost Adjustments $ 1,080
Increase Incubator operating costs $ 134,830
Allocate 0.2 wy of Senior Financial Specialist to Grant $ (17,340)
Allocate Weed Control & Deer Donation to Ag Fund 3 (40,000)
Allocate 0.4 wy to Ag Fund $ (69,200)
Decrease cost of Retirement Incentive Program $ (24,220)|
Reduce cost of MTDC and Rockville Incubators $ (106,290)|
Reduce World Trade Center Sponsorship $ (15,000)
NET SAME SERVICES ADJUSTMENT TOTAL $ {157,900)

OLO Report 2009-8

On February 2, 2009, the Council received and released Office of Legislative Oversight Report
2009-8, The Department of Economic Development: Review of Budget and Strategies. This
report presents an overview of DED’s mission, current organization and FY09 budget and
describes the major programs and activities of the department. See ©43 for the four-page
Executive Summary for Report 2009-8. Councilmembers may wish to bring a copy of the OL.LO
report to the worksession.

The Council adopted the recommendation of the OLO report that requests a companion document
to the “Vision for Economic Development” which provides the costs of the recommended action
items and places them in priority order. DED has indicated that it will address economic
development strategy including the “Vision” document after the new director is on board.

The Council also adopted the recommendation of the OLO report that identified four DED
programs for closer scrutiny. Subsequently, the Council transmitted a series of follow-up
questions to DED to facilitate the PHED Committee’s review of the FY10 Budget. On April 9,
DED transmitted a 28-page response. The complete DED response is at ©15 with a summary
cover memo prepared by OLO attached at ©9. The Council questions and DED responses are
incorporated into the packet as explained below.

_3-



Expenditure Issues

Council staff’s review of the Department of Economic Development’s FY 10 budget issues aligns
with DED’s six program areas, listed below. If the division administers a program the Council
identified for closer scrutiny, it is noted in parentheses.

Marketing and Business Development Division (Marketing and Outreach Activities)
Business Empowerment Division (Business Innovation Network)

Division of Workforce Services

Agricultural Services Division

Finance, Administration and Special Projects Program Division (Locally Funded
Contracts)

¢ Office of the Director

The budget reviews that follow reproduce the specific list of the Council’s follow-up questions,
along with cross references to information in the OLO cover memo and DED response.

The Department of Economic Development FY09 budget is analyzed below by division.

Marketing and Business Development Division (MBD)

$25,000 | Add Greater Washington Initiative funding | N | J
-$15,000 Reduce World Trade Center Institute sponsorship |

-$271,120; -2.5wy | Miscellaneous adjustments (includes 2 Business Development positions
shifted to Director’s Office in FY09 and an additional 0.5 lapse)

The Marketing and Business Development program conducts DED’s outreach and promotes the
assets, advantages and opportunities available within Montgomery County for domestic and
international businesses in an effort to increase the number of businesses and organizations
created, attracted, retained, and expanded in the county. This program coordinates with the
Maryland State Department of Economic Development and the Conference and Visitor’s Bureau.
The program is described in more detail on page 60-2 (©2) of the budget and on ©53.

Marketing FY10. In response to Council staff request for a description of the proposed FY10
Marketing Plan, DED states that it is currently finalizing its marketing and business development
plan for FY10. The details on focus areas, selected means of data gathering, trade
show/convention attendance, networking and partnership events, ad placement plan, and
associated costs will be finalized in early May 2009.

Marketing FY09. DED provided the following information on the FY09 Marketing Program:

The department marketed Montgomery County in a variety of coordinated ways
during FY09. The Division of Marketing and Business Development took the lead in
developing marketing and advertising. A number of printed collateral pieces were
developed during the period. A full-color, glossy piece to attract direct foreign
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investment was created prior to the County’s business development mission to China
and South Korea in October, 2008. The piece highlights the assets that make the
County attractive to international companies. In addition, testimonials from two of
the businesses featured in the “I Am Montgomery” advertising and marketing
campaign were included.

Another full-color, glossy piece was produced to market the County’s Business
Innovation Network of incubators. The brochure features photographs of the facilities
and highlights features unique to each of the five facilities. Now in its third printing,
the brochure is a popular and important tool used by all Incubator staff.

A number of ad placemenis were made during the fiscal year. These are itemized on
©54. The majority of advertising was done in the locally based Gazette of Business
and Politics. A few of the full-page ads that ran in the noted supplements featured
some of the larger “I Am Montgomery” companies, but—since the publication is
local—many of them were used to reach out to the County’s business community
regarding the Business Innovation Network, the Micro-Enterprise Loan Program and
the 2008 annual workforce awards breakfast.

The department made inroads in FY09 into taking the County’s message to a broader
audience, nationally and globally. The department was able to get a deeply
discounted rate for a half-page ad in Site Selection Magazine, as national publication
that targets one of the department’s principal audiences. Mid-Atlantic Real Estate
Magazine reached out to the department in January, and offered a special rate for a
placement in their annual economic deveiopment edition. DED received a three-
quarter page piacement in addition to editorial content that wrapped around the ad.

Finally, Maryland Life Magazine, a full-color lifestyle magazine with a focus on
business offered a discounted rate on an ad to be placed in a special edition of the
magazine that will be distributed at the 2009 Bio International Convention in Atlanta,
Georgia in May. The department is partnering with the Maryland Department of
Business and Economic Development to have a presence at the convention, and a
DED presence in the magazine, which will be distributed there, will increase the
County’s visibility to international convention attendees.

Updated information and funding for the following items is detailed beginning at ©55.

AT&T National — Tiger Woods Golf Classic
Biotechnology Annual Event — Atlanta, Georgia
International Trade Missions

BIO/Med Conference, Tel Aviv Israel, June, 2009
World Trade Center Institute

Chinese Biopharmaceutical Association (CBA)
Economic Advisory Council (EAC)

Technology Council of Maryland (TCM)
Biosciences Task Force

Green Initiative Task Force



Greater Washington Initiative. In response to Council staff questions about the Greater
Washington Initiative, DED responded as follows:

The Greater Washington Initiative is a regional organization charged with promoting
the Greater Washington area as an ideal location for locating or expanding business.
The County has been a funding partner in the past, but eliminated funding in FY06
because of budgetary pressures. However, during the current fiscal year, GWI has
reached out to the County to develop future strategies to better market the County’s
assets in bio-science, IT, and nanotechnology. With its new Executive Director Matt
Erskine, GWI has been focusing on developing a more focused localized marketing
program based on the profiles of member counties, within the framework of regional
niarketing. The County Executive was presented by the GWI, and believes that the
renewed partnership will benefit the County.

The funding is only a fraction of the $125,000 that the County contributed in the past,
but the $25,000 is an appropriate level of support to begin rebuilding the partnership
effort. With very limited marketing funds in DED, the $25,000 appropriation will
provide access to GWI’s important contacts and services to help market the County.

Follow-up OLO Report Questions and DED Responses. The Marketing and Business
Development Division administers Marketing and Outreach Activities, one of the programs that
the Council’s review of OLO Report identified for closer scrutiny. The questions the Council
posed to DED are listed below. For DED’s responses, see ©36; for the OLO summary memo see

©13.

Council Questions to DED on Marketing and Outreach Activities

1) Measuring Results. How does DED define “success” and measure the results from the
Department’s marketing and outreach activities?

2) Description of Activities. Describe in more detail the array of marketing, outreach, and
business support services currently provided by DED. In particular,

[ ]

What is the division of DED’s marketing and outreach efforts focused on
businesses/entrepreneurs currently located in Montgomery County vs. businesses not
yet located in the County?

Is workforce development a part of the marketing program? If so, is it possible to
place an estimated dollar amount on this effort?

3) Recommendations for changes to improve efficiency or effectiveness. Does DED
have any specific recommendations for improving how the Department conducts
marketing and outreach activities?

Council Staff Recommendation

The Marketing Director position has been vacant for a year and a % and a portion of the
Departmental lapse is in Marketing. Increase lapse for the Marketing Director at $100,000.
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PHED Committee Discussion/Recommendation

PHED Committee members discussed the lack of a marketing plan for FY10 and agreed the
plan should be placed on the list of strategic items to be discussed with the new Director.

Business Empowerment Division (DBE)

Y penditures: )9

-$161,240; -2.0wy | Eliminate Small Business Outreach vacant position and
Germantown Incubator position
$590 Miscellanecus adjustments

The Business Empowerment Program provides a variety of programs and services to the County’s
small and minority business community. This program manages the business incubator program
and small and minority business services programs. The program is described in more detail on
page 60-3 (©3) of the budget.

Incubator Program. The Montgomery County Business Innovation Network is a program
operated by the Department of Economic Development. The mission of the program is to create
a positive economic impact to the County by supporting the growth and development of local
businesses. These small businesses are located in the incubator facilities for a short period of
time with support on business training, access to resources and concentrated neiworking.

Currently, the incubator network includes five facilities (Shady Grove Innovation Center (f/k/a
Maryland Technology Development Center), Silver Spring Innovation Center; Wheaton Business
Innovation Center; Rockville Innovation Center and Germantown Innovation Center. The
Network also hosts a Virtual Incubator Program that is primarily used for companies waiting for
space to become available by recent graduates from the Network. Occupancy within the
incubator facilities ranges from 65% and 110%. Each facility is staffed with a Tenant Service
Coordinator (TSC) who manages the reception desk, schedules conference rooms, greets guests
and makes sure the facility runs well on a daily basis. Within the next two to three years, the
County is planning to open an additional incubator in the East County Science & Technology
Park. Tables with an overview of incubator costs and revenues are at ©47-48.

Incubator Study. DED advised that a contracted study of the incubator program has been
delayed due to budget constraints, and the department is reevaluating the scope and funding for
the study which may move forward in FY10.

Follow-up OLO Report Questions and DED Responses. The Business Empowerment
Division administers the Business Innovation Network, one of the programs that the Council’s
review of OLO Report identified for closer scrutiny. The questions the Council posed to DED
are listed below. For DED’s responses, see ©23; for the OLO summary memo see ©11.




Council Questions to DED on Business Innovation Network

1) Measuring Results. DED’s headline measures use the number of jobs created by
incubator tenants and several other outcomes to measure the success of the incubator
program. What do the data collected to date suggest about the strengths and weaknesses
of the County’s incubators? In addition:

e What did DED learn from the recent survey of incubator network tenants?
e What is the success/failure rate of graduate businesses?

2) Selection Process. What is DED’s process for selecting businesses to participate in
each of the incubators, to include:

e How does DED decide the type of business (e.g., professional services, biotech) and
mix of locally/internationally-based firms to target for each incubator?

e What are the main criteria used to decide whether a business is accepted into the
program and how are the terms of the arrangement determined? What are the
criteria for entrance into the virtual incubator program (to receive only support
services)? '

3) Incubator Finances: How does DED determine the level of county funding for the
incubator program each year? And related to this:

o How is the rent for each tenant determined? How are annual rent increases
calculated? Do participants pay to be part of the virtual incubator program?

e Does the County always absorb unanticipated cost increases, (e.g., increases in
utility costs)?

e What are the projected costs of the Business Innovation Network program for the
next three fiscal years, FY10-FY12?

4) Recommendations for changes to improve efficiency or effectiveness. Does DED
have any specific recommendations for changes to the Business Innovation Network to
improve the efficiency or effectiveness of the program?

Staff Recommendation

The cost of running the incubators increases each year and consideration should be given to
closing the least productive incubator(s). As an alternative, the PHED Committee should request
DED return to the Committee this fall with a plan outlining options for reducing or stabilizing
incubator costs.

PHED Committee Discussion/Recommendation

Committee members asked DED to return this fall with a plan outlining options for
reducing or stabilizing incubator costs.



Division of Workforce Services (DWS)

o

$1,169,860 ' Add Workforce Investment Act (WIA) Federal Economic

Stimulus Funds
$170,000 Summer Youth Employment Program funded with Stimulus
funds

-$17,340;-6.2 wy | Shift 15% of Workforce Services Senior Financial Specialist to
Administrative Grant under WIA

-$70,260; -1.0 wy| Abolish Office Services Coordinator vacant position

-$18,850° -1.2wy| Miscellaneous Adjustments (Eliminate one grant-funded
position)

The Workforce Services (DWS) division administers the funding tied to the Federal Workforce
Investment Act of 1998 and oversees the performance of the local workforce investment system.
This includes the administration of all federal workforce and job training funds and the oversight
of two one-stop career centers. DWS is advised by a Workforce Investment Board (WIB)
composed of business representatives and community leaders and public officials. The program
is described in more detail on page 60-3 (©3) of the budget and on ©60.

DWS funds support employment services offered at the two MontgomeryWorks One-Stop
locations. Services offered at these locations include vocational assessment, job readiness, job
training, job placement and job retention services. The One-Stops serve dislocated workers, low-
income adults, older workers, disadvantaged youth, and individuals with disabilities, as well as
small and large businesses. There are two locations - Westfield Mall (Wheaton Plaza South) and
Lakeforest Mall (Gaithersburg).

Stimulus Funds. DED advises the economic stimulus funds are to be received one-time in the
amount of $1,301,993 in budget year FY09. A supplemental appropriation request will be
submitted to the Council as soon as possible to encumber the funds for FY09. An amendment to
the FY10 budget will be included in the supplemental appropriation request which will reduce
grant funding in FY 10 by the budgeted stimulus amount ($1,339,860).

The County has until June 30, 2011, to expend the funds, but DED’s expectation is that stimulus
funds will be used quickly. A major project will be to provide summer work experiences to
youth, ages 14-24. (The economic stimulus legislation increased the age of youth from 21 to 24).
Funds for adults and dislocated workers will be used to expand training and other services
provided at the County’s One-Stop Career Centers.

Workforce Development Funding Sources for FY10




WORKFORCE DEVELOPMENT FUNDING SOURCES FOR FY10
FEDERAL WORKFORCE INVESTMENT ACT FUNDS

(ESTIMATED) $1,526,300
EARLY INTERVENTION (STATE/FEDERAL)YESTIMATED) 151,400
MARYLAND BUSINESS WORKS (FEDERAL) 47,000
DISABILITY NAVIGATOR (FEDERAL) (ESTIMATED) 156,860
RAPID RESPONSE (FEDERAL) (ESTIMATED) 5,000
MD SUMMER YOUTH (STATE/FEDERAL) (ESTIMATED) 9,518

TOTAL $1.896,078

MONTGOMERY COUNTY FUNDING

GENERAL ONE-STOP ACTIVITIES 122,000
ONE-STOP FACILITIES 122,100
SALES & SERVICE CENTER 160,000
COUNTY GANG PREVENTION CONTRACTED POSITION 62,500
YOUTH PROGRAM 50,000
SUMMER YOUTH EMPLOYMENT 50,000
TOTAL $566.600

Workforce Services programs and accomplishments for FY09 and proposed programs for FY10
are detailed on ©60 and ©61.

Staff Comments

Stimulus funds included in the FY10 Workforce Services budget will be resubmitted as
supplemental funding for FY09. Once the supplemental appropriation is received, the FY10
Workforce Services grant budget should be reduced accordingly. The Committee should approve
the budget with the understanding the FY10 budget for Workforce Services will be amended if the
stimulus funds are encumbered in fiscal year 2009.

PHED Committee Discussion/Recommendation

In response to questions, DED staff advised there will be federal accountability
requirements for the use of the stimulus funds and the focus will be on youth and adult
dislocated workers. County coordinating and implementation committees will manage the
funds. Contractors will implement workforce stimulus programs, and no additional County
staff will be hired.

The Committee agreed the appropriation for the stimulus funds could shifted from FY10 to
FY09.
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Agricultural Services Division

- -$1 ,060 " Shift (c,::)st of Weed Control to Ag Land preservatlon easements
Fund in the CIP
-$30,000 Shift cost of Deer Donation and Ag Initiatives to Ag Land

preservation easements Fund in the CIP
-$69,200; -0.4 wy | Shift personnel costs to Ag Land preservation easements Fund in

the CIP
-$18,850; -1.2wy | Miscellaneous Adjustments
$-24,000 Retirement Incentive Program savings

Agricultural Services promotes the preservation of farmland and the promotion of agriculture as a
viable component of the County business and economic sector. The Soil Conservation Service and
the Cooperative Extension Service are included in this program. For FY10 $432,000 and 3.0
workyears are charged to the CIP. The program is described in more detail on page 60-3 (©3) and
on ©61-62 and ©67-70.

Shift of funds to CIP. The budget proposes to shift funding to the Ag Land Preservation
Easement CIP for the Weed Control program ($10,000), the Deer Donation program ($30,000),
and 0.4 wy of the Ag Director ($69,200). In addition, funding for the Cooperative Extension
Partnership ($31,000) will be added to the CIP. This will total 3.0 workyears and $432,000
charged to the CIP. In FY09 $294,943 and 2.6 workyears were charged to the CIP.

DED was asked to explain the shifting of costs to the Ag Easement CIP, especially the legal
justification for charging the fund for the Weed Control and Deer Donation programs. DED’s
explanation follow:

The Agricultural Services Division portion of the DED operating budget is 12.6 % of
the total and it is appropriate for the Ag Services Division to contribute to the County
Executive’s 10 % savings mandate for the FY 2010. With these percentages in mind,
the County Executive proposes the shift of certain agricultural programs from the
operating budget to the Ag Easement CIP. The state law requires that Agricultural
Transfer Taxes be used by Counties to purchase agricultural easements and that only
10 percent of the annual fund balance can be used for administrative expenses for the
program. In the early 1990’s Montgomery County began to exceed the 10 percent
threshold and this outcome contributed to a change in County Policy. Prior to 1994,
the investment income from the Agricultural Transfer Tax went to the County
General fund and was used for all county government expenses. Starting in 1994 the
investment income was applied back to the CIP project with the Agricultural Transfer
Taxes. The investment income for the project has been used over the years for
easement purchases, 1997 drought assistance, and administrative expenses addressed
through the MOU between DED and OMB. DED is currently working on a new
MOU between OMB and the department that will change the policy and expand the
use of investment income beyond the administrative costs and help us to maintain the
level of service for agricultural programs while reducing the impact on the general
fund. There are no legal constraints with the use of investment income for
agricultural initiatives.
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Ag Services is comfortable with including Deer Management and Weed Control
because both of these programs fit in with the objectives to support agricultural
initiatives within the County. Additionally, the alternative the department is facing
was the possible elimination of the programs all together or agricultural services staff,
and the decision to shift the program provides the department with the opportunity to
continue these important and required and contractual services without impacting the
general fund. Again, prior to 1994, the investment income of amount of $7.7 million
funded everything from County roads to County schools s¢ there should be no
question as to the specific use of the investment income, which will be directly tied to
agricultural initiatives. Additional information is attached to the packet at ©67.

Deer Donation. DED provided the following status report on the Deer Donation Program.

The Deer Donation Program encourages an increased, productive deer harvest by
giving farmers and hunters a convenient place to drop off deer taken above and
beyond what can be stored for personal use. The program was developed in response
to farmer and hunter input that articulated the need for a deer donation or processing
location within the County along with public safety concerns related to the growing
number of deer in the County due to the off balance ratio of predator to prey. As of
2009, cars and trucks are the largest threat to deer in Montgomery County. The deer
population has been able to proliferate at a very rapid rate with the availability of food
sources even during the winter months when food resources are normally scarce and
the natural habitats for predators has eroded with increased development.

The program is entering its fifth year of operation, and continues to grow successfully
as more farmers and hunter opt to hunt and donate more deer, thus providing a
valuable service to local food banks, which are experiencing decreased levels of
donations because of the economy. As of February, 2009, the number of deer donated
to the program is 150, which equates to approximately 6,000 pounds of donated deer

meat to food banks.

Deer Donation Program - Deer Collected and Pounds of Venison Donated
2004-2005 Season 39 deer { 1,560_pounds
| 2005-2006 Season | 51deer | 2,040 pounds
2006-2007 Season 85 deer ; 3,400 pounds
2007-2008 Season (through January 7, 2008) §197 deer ! 7,880 pounds
2008-2009 Season (through February 4, 2009) 150 deer ; 6,000 pounds
Staff Comments

Council staff does not agree with shifting of operating funds for the weed control and deer
donation programs to the CIP. Shifting an additional 0.4 workyear for the Ag Director to the CIP
will result in full funding of the Director’s position from the CIP. The original rationale for
shifting 2.0 Ag program workyears and 0.6 workyear for Director to the CIP was that these
positions allocated that amount of time to agriculture preservation issues. It is difficult to
rationalize that the Director spends 100% of his time on preservation issues. '
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PHED Committee Discussion/Recommendation

The PHED Committee discussed the shift in funding for a position and programs from the
operating budget of the Agricultural Services Division of DED to the Ag Preservation Program in
the CIP. This will total 3.0 workyears and $432,200 charged to the FY10 CIP. In FY09, $294,943
and 2.6 workyears were charged to the CIP.

$292,000 Current CIP appropriation/expense: 1 wy BDS III, 1wy BDS I, 0.6 wy MII
$69,200 0.4 workyear MLS Manager 11
$30,000 Deer Donation Program
$10,000 Montgomery Weed Control Program
$31,000 Cooperative Extension Partnership
$432,200 FY10 Investment Income Expenditures

The PHED Committee agreed the Agricultural Land Preservation Easements Program was an
appropriate funding source for agriculture staffing and activities; however, the Committee
suggested a separate fund or more identifiable accounting be used for operating expenses drawn
from the Ag Preservation CIP. The PHED Committee approved the shift of funding to the CIP.

Subsequent to the meeting, Council staff conferred with OMB staff and the simplest way to
identify operating costs in the Agricultural Land Preservation Easements Program is to establish
a “Cost Center” in the Program. The “Cost Center” would provide better identification and
accounting of operating expenses and would keep expenses for the Ag Preservation program in
one place. Ag funding issues are complex, so establishing a separate fund for agricultural
operating costs would add to the complexity. Also, keeping all agriculture funds in one place
allows for flexibility in funding capital, operating, or any other agriculture costs the Council
deems necessary.

The PDF for the Agricultural Land Preservation Program was reviewed by the T&E
Committee on April 22. Staff recommended to the T&E Committee a specific “Cost
Center” be established in the Agricultural Land Preservation PDF to track operating
expenses charged to the program and recommended the Committee approve the
Agricultural Land Preservation Easement PDF as submitted. The T&E Committee agreed
and approved the shift of funding to the CIP for the Weed Control program, the Deer
Donation program, and 0.4 wy for the Ag Director and the addition of the Cooperative
Extension Partnership.

Finance, Administration and Special Projects Program

RS

$134,836 ~ | Increase 1n:)peratl;1g costs for Business Ihcﬁlﬂétdf‘PréAgr‘éin

-$106,290 Decrease operating subsidy for MTDC and Rockville incubators
$1,080 Printing and mailing adjustments
$770 Motor Pool adjustment
-$690 Central Duplicating Deficit Recovery Charge
-$80,000 Eliminate Intellectual Property Center Program
$45,900 Miscellaneous Adjustments
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The Finance, Administration, and Special Projects division provides all departmental
administrative efforts and provides direct services for fiscal and contract management, strategic
planning and special projects. It administers the five financing programs under the Economic
Development Fund. The program oversees the management of the Shady Grove Life Sciences
Center and planning for the new science and technology centers in Germantown and the East
County. The program is described in more detail on page 60-4 (©4) and tabies with an overview
of incubator costs and revenues are at ©47-48.

Council staff asked DED to explain the cost decrease of $106,290 for MTDC and Rockville and
the operating cost increase of $134,830 for the incubator program. DED’s explanation:

The department had requested as part of the FFI process additional funding support
for the incubators to cover increased rent costs and operating expenses. The County
Executive recommended increasing the Wheaton Innovation Center budget by
$34,830 to cover increased rent costs at the facility per the terms of the lease with
Westfield. In addition, the County Executive recommended an additional $50,000
each for the Rockville Innovation Center and the Germantown Innovation Center to
offset the increase in operating costs. The increased appropriation will cover the
increased operating costs.

The $106,290 reduction in the incubator results from DED displacing two out of five
tenant services coordinators (Contractor positions) that provide front desk and
administrative support to the Incubator tenants and County program staff at each of
the five facilities. Currently, these contract positions, hired through the management
company, were paid from the revenues of the respective incubator. Instead of
displacing DED administrative staff to meet the required FY10 savings plan, DED
recommended eliminating two contract positions while holding back corresponding
budget savings from the incubator grants. DED will transfer two existing office
services coordinators to fill the void.

Follow-up OLO Report Questions and DED Responses. The Finance, Administration, and
Special Projects Division administers locally funded contracts, one of the programs that the
Council’s review of OLO Report identified for closer scrutiny. The questions the Council posed
to DED are listed below. For DED’s responses, see ©37; for the OL.O summary memo see ©14.

Council Questions to DED on Locally-Funded Contracts

The following locally-funded contracts are managed by DED: Conference and Visitor's Bureau,
Latino Economic Development Corp, Alliance for Workplace Excellence, Small Business
Development Center, CoStar Realty Information, Inc., Technology Council of Maryland,
MD/Israel Development Center, World Trade Center Institute, and Montgomery County Weed
Control. While the Division of Workforce Services also manages three contracts funded by
County revenue, they have been excluded from the list because a large portion of each contract is
funded by state and federal grants and many of the services provided are mandated by federal law.
For each of the contracts:

1) Measuring Results. How does DED define “success” and measure the results from
each of these contracts?
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2) Selection. How are the contract recipients selected and what justifies the contracts
being awarded non-competitively?

3) Recommendations for changes to improve efficiency or effectiveness. Does DED
have any specific recommendations for changes to how these contract dollars are spent?

Staff Comments

» Ask DED to explore ways to reduce the number and costs of contracts.

» Request an update on the East County Center for the Science and Technology project.

» Reduce departmental operating expenses by $29,000 which is an additional 1% reduction from
FYO09 for a total operating expenditure reduction in FY10 of 3.7%.

PHED Committee Discussion

Committee members asked about the status of East County Center for the Science and
Technology project. DED staff advised that the objective for the County-owned site is a
technology office park. The site is under the Maryland voluntary clean up program and
testing is still underway to determine remediation efforts. Expressions of interest for the
development team for the Center have been suspended. Committee members wanted to
know the relationship of the site with the new FDA campus in White Qak, with other county
projects and whether it conflicted with the Science City project. The Committee agreed to
discuss these issues with the new Director and placed the East County Center for the
Science and Technology project on the list of strategic items for discussion.

Office of the Director Program

The Office of the Director provides overall direction and supervision for the Department of
Economic Development. The program is described on pages 60-4 and 60-5 (©4-5).

DED was asked to explain the large amount of miscellaneous adjustments at $247,520 within the
Office of the Director. DED explained the following:

This adjustment reflects the transfer of two positions from the Marketing and
Business Development Division to the Director’s Office. The transfer included two
positions that are responsible for the department’s overall public information and
communications outreach with the public, other County agencies, and the County
Council. Previously, the function of these two positions was contained in Marketing
and Business Development; however, the department shifted the positions to ensure
that public information was provided centrally through the Director’s Office, and in
close coordination with the County’s Public Information Office.
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PHED Committee Discussion

Councilmember Elrich stated that community and economic development tasks in the
Department. of Housing and Community Affairs should be placed in the Department of
Economic Development. He and Councilmember Leventhal will introduce legislation to
accomplish a comprehensive approach to economic development.

Councilmember Floreen suggested that DED review the legislation adopted to implement
the Home Energy Loan Program. This new program should generate jobs in the County.

Committee Chair Knapp suggested the Committee meet with the new Director to discuss the
strategic plan — Vision for Economic Development — and other strategic items including the
marketing plan for FY10; East County Center for the Science and Technology project,
revitalization efforts in Long Branch; and strategy for the Economic Development Fund.

Committee members agreed to shelve any reductions in the DED FY10 budget. They
wanted to give the new Director the opportunity to become familiar with the workings of the
department before making any reductions.

PHED Committee Recommendations

» The Planning, Housing and Economic Development Committee recommends Council
approval of the Department of Economic Development (DED) budget for $10,357,510
including a reduction of $1,339,860 submitted in the Executive’s Budget Adjustments. The
reduction is an Executive recommendation to accelerate and shift $1,339,860 in federal
economic stimulus aid from FY10 to FY09 based on more recent information provided by
the Maryland Department of Labor and Licensing. A supplemental appropriation will be
reguested for FY09.

» The Committee will meet with the new Director to discuss the strategic plan — Vision for
Economic Development — together with other strategic items.

> DED will report to the Committee this fall with a plan outlining options for reducing or
stabilizing incubator costs.

DED Budget Packet Attachments -
DED Operating Budget ©1
OLO Summary of DED’s Responses to Council Questions, April 13, 2009 ©9
DED Responses to Council Questions related to OLO Report, April 3, 2009 ©15
OLO Report 2009-8 Summary Pages ©43
Incubator Network Overview/Costs/Revenues ©47
DED Organizational Chart ©49
Crosswalk of DED positions FY09 to FY10 ©50
DED Response to Council Staff Budget Questions ©53

f\ferber\10 budget\fy10 operating budget\ded\ded\ded-cc 5-7-09.doc
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MISSION STATEMENT

The mission of the Department of Economic Development (DED) 1s to create, attract, retain and expand businesses in Montgomery
County, expand employment opporfunities for the residents of the County, enlarge the County’s economic base, enhance the
competitiveness of the businesses located in the County and promote Montgomery County as a SmartLocation for business - globally.

BUDGET OVERVIEW

The total recommended FY10 Operating Budget for the Department of Economic Development is $11,697,370, an increase of
$948,75G or 8.8 percent from the FY09 Approved Budget of $10,748,580. Personnel Costs comprise 40.9 percent of the budget for
46 full-time posttions and three part-time positions for 40.8 workyears. Operating Expenses account for the remaining 59.1 percent
of the FY 10 budget.

FYO08 actuals in the budget summary include costs associated with the Local Small Business Reserve Program which was shifted,
beginning in FY09 to the Department of General Services. FY09 budget, FY09 estimate, and FY 10 budget figures reflect the new
organizational structure.

LINKAGE TO COUNTY RESULT AREAS
While this program area supports all eight of the County Result Areas, the following are emphasized:

< A Responsive, Accountable County Government
<+ Healthy and Sustainable Neighborhoods

4+ Strong and Vibrant Economy

< Vital Living for All of Our Residents

DEPARTMENT PERFORMANCE MEASURES

This table presents the department's headline measures or submeasures that relate to multiple programs including projections
from FY09 through FY11. These estimates reflect funding based on the FY09 savings plan, the FY10 budget, and funding for
arable service levels in FY11.

Actual Actual Estimated  Projected Projected
2 ()] FY10 FY11
D involvemerﬂl‘ﬁ
Jobs created by new business attraction through DED involvement 1,000 800 1,200 700 1,000
Total new capital investment by newly attracted and started businesses 19 8 25 20 35
through DED involvement (in millions)
[Percent of prospecis in DED's active pipeline that are successfully closed 51% 38% 45% 41% 41%
Total new capital investment by businesses currently located in the 75 110 35 45 55
County through DED involvement {in millions)
Number of new jobs created by incubator companies during the 77 121 125 85 100
incubation period?
New commercial space occupied by newly attracted and started 89,919 190,987 87,300 107,670 122,220
businesses through DED involvement (sq. feet) '
New commercial space occupied by businesses currently located in the 896,318 890,094 414,200 490,500 654,000
County through DED involvement (sq. feet) ’
Number of new jobs created by incubator companies post graduation 54 52 46 63 73
Number of intellectual property issued to and amount of Federal research 65 57 65 58 59
grant and private equity financing received by incubator companies

} For Program Measures 1 through 5: FY10 numbers reflect the loss of two Business Development Specialists and market conditions, as well as
rexpanded capacity at the Germantown Incubator, which will create more jobs.
FY10 numbers reflect the loss of two Business Development Specialists and market conditions, as well as expanded capacity at the Germantown

Incubator, which will create more jobs.
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ACCOMPLISHMENTS AND INITIATIVES

¢ The Germantown Incubator opened in October 2008 and is the fifth facility in the Incubator Network. This
Incubator will add 25-30 new high-tech companies every 2-3 year cycle to the County's economic base. (

«» The Depariment is in the process of finalizing a new strategic plan to be deployed towards the end of FY09, and
confinves to work with the business communiiy fo identify strategies to mitigate the impact of the current economic
downturn.

- The Department created a 10 Point Green Tech Plan with the Sustainable Design Group that will identify ways the
County and businesses can implement green technology into business practices.

R/
0‘0

53

*

The Department implemented a Bio-Sciences Task Force that is charged with focusing efforfts on creating a
strategic approach to attracting and retaining bio-sciences firms in the County. Through this Task Force, the
Department will develop partners that can share the load of developing new initiatives, programs, and marketing
the County in biotech communities globally.

/7
0.0

Productivity Improvements

- The new Salesforce Database will be fully implemented by the end of FY09, and will increase reporting accuracy
for all data collected by the Department and create greater synergy with client based services.

PROGRAM CONTACTS

Contact Peter Bang of the Department of Economic Development at 240.777.2008 or Alison Dollar of the Office of Management
and Budget at 240.777.2781 for more information regarding this department's operating budget.

PROGRAM DESCRIPTIONS

Marketing and Business Development

This program promotes the assets, advantages, and opportunities available within Montgomery County for domestic and international
businesses. The division provides services that result in the attraction and retention of those businesses to the County. This includ’
industry sectors including telecommunications, biotechnology, information technology, advanced engineering, and profession.
services. Major focus of the program includes leads generated by the Department's business development specialists, and a business
visitation program to retain existing businesses. Busimess specialists meet with company representatives during business visits,
conferences, and other events to offer assistance. They also serve as liaisons to business organizations to help identify and assist new
and expanding companies. Assistance includes needs assessment, financial and traiing assistance, site identification, and expediting
and coordinating development. The program provides clients with land-use planning expertise, economic analysis, financing and
international trade assistance.

Promotional activities include media relations; event coordination; local, regional, national, and international advertising; and
development of informational and sales materials including the Department’s website. These efforts help to position the County in a
highly competitive environment, and they set the stage for direct contact.

Activities and materials are directed toward achieving balanced economic growth with a positive business climate and are often
closely coordinated with local, regional, and State partners, such as the Maryland State Department of Business and Economic
Development and the World Trade Center Institute.

Actual Actual Estimated  Projected  Proje
Program Performance Measures Yo7 FY08 FY09 FIY1 0 FIY‘IC‘: ed
Jobs created by existing business expansion through DED involvement! 822 378 380 400 600
Jobs created by new business attraction through DED involvement 1,000 800 1,200 700 1,000
Total new capital investment by newly attracted and started businesses 19 8 25 20 35
through DED involvement {in millions)
Percent of prospects in DED's active pipeline that are successfully closed 51% 38% 45% 41% A%
Total new capital investment by businesses currently located in the 75 110 35 45 55
County through DED involvement (in millions}
New commercial space occupied by newly attracied and started 89,919 190,987 87,300 107,670 122,220
businesses through DED involvement (sq. feet) '
New commercial space occupied by businesses currently located in the 896,318 890,094 414,200 490,500 654,01
County through DED involvement {sq. feet)
Total new prospects developed 100 132 120 110 110
Total jobs created by DED2 1,050 686 680 820 1,020

1 For Program Measures 1 through 5: FY10 numbers reflect the loss of two Business Development Specialists and market conditions, as well as
expanded capacity at the Germantown Incubator, which will create more jobs. @
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2FY10 numbers reflect the loss of fwo Business Development Specialisis and market conditions, as well as expanded capacity at the Germantown
Incubator, which will create more jobs.

D Recommened Changes -

‘ Expenditures
FY09 Approved 71,913,380
Add: Greater Washington Initiative Funding 25,000
Decrease Cost: Reduce World Trade Center Institute (WTCI) Sponsorship and Some Aciivities -15,000
Miscellaneous adjusiments, including negotiated compensation changes, employee benefit changes, changes -271,120
due to staff turnover, reorganizations, and other budget changes affecting more than one program
FY10 CE Recommended 1,652,260 9.5

Notes: Two Business Development Specialists were transferred from Marketing and Business Development to the Director's Office in FY09.

Business Empowerment

The Division of Business Empowerment provides a variety of programs and services to the County’s small and minority business
community, including technical publications and services, workshops and conferences, the business mentorship program, and events
targeted to areas such as procurement and contracting. This program serves as the resource base for small businesses within
Montgomery County through advocacy efforts that involve active short-and long-range economic development strategies that address
the unique needs of the small business community.

Also, this program manages the business incubator program and small and minority business services program. The County's
Business Incubator Network currently has five facilities in operation. These incubators, housed in over 100,000 square feet of space,
provide office space and lab facilities, high-level technical assistance, and innovative programming to over 90 budding
entrepreneurial businesses. The Germantown Incubator opened in October 2008 and the Department is currently seeking a developer
for Site II, which will house the East County Center for Science and Technology in the next few years. The program also operates a
virtual incubator that provides programs and services to participating businesses, without the added expense of renting office space.

Program Performance Measures ‘ VAchlggl Es'l':';‘:;e“ P"F’IYeIC;Ed Pr:|Ye1c‘:ed :

Number of new jobs created by incubator componies during the 77 121 125 85 100

incubation period!

Number of new jobs created by incubator companies post graduation 54 52 46 63 73
Number of intellectual property issued to and amount of Federal research 65 57 65 58 59
“|grant and private equily finoncing received by incubator companies

Number of businesses parficipated in DED's technical assistance 500 550 690 710 710

programs ’

TFY10 numbers reflect the loss of two Business Development Specialists and market conditions, as well as expanded capacity at the Germantown
Incubator, which will create more jobs.

FY10 Recommended Changes — Expenditures WYs
FY09 Approved 1,328,540 11.0
Eliminate: Yacant Small Business Outreach and Germantown Incubator Positions -161,240 20
Miscellaneous adjustments, including negotioted compensation changes, employee benefit changes, changes 590 0.0
due to staff tumover, reorganizations, and other budget changes affecting more than one program
FY10 CE Recommended i 1,167,890 9.0

Workforce Services
The Workforce Services (WS) program ensures that Montgomery County has a well-prepared, educated, trained, and adaptable

workforce to meet the current and future needs of business, and that the County’s workforce has the tools and resources to
successfully compete in a global economy.

The Workforce Investment Board (WIB) provides advice and oversight on workforce development activities and policy. The
30-member WIB is composed of business representatives (51%), community leaders, and public officials. The Board is appointed by
the County Executive in accordance with the Workforce Investment Act (WIA) of 1998 and Montgomery County Executive Order
No. 159-02. The WIB does much of its work through its committees, which include the Board Development, Communications and
Outreach, Executive, Finance, Program Operations and Oversight, and Youth Council committees. WS staff provide support to the
Board by implementing directives and policy mitiatives.

VS is funded by $3 million in Federal Government, State of Maryland, and Montgomery County funds. The majority of funding
-received is through WIA to implement the One-Stop career system. This system 1s operated locally as MontgomeryWorks, and
provides an array of vocational assessment, job readiness and job training, and job placement services to dislocated workers
low-income adults, older workers, disadvantaged workers, and youth. The WIB provides policy oversight and guidance for the’
expenditure of these funds, which enables local businesses and the public and private sectors to work collaboratively in meeting the

Economic Development @ Community Development and Housing 60-3




workforce development needs of Montgomery County. WS consists of a manager, two program managers, a fiscal specialist, and an
administrative support position that provide overall administrative support of the WIA grants, and are responsible for fiscal
menitoring and accounting, program monitoring and review, new program development and grants, legislative development, and
contract management of several service providers for the WIA and County programs. (

Services are provided at the MontgomeryWorks One-Stop Workforce Centers in Wheaton and Gaithersburg, and are operated as a
consortium with the Department of Licensing, Labor, and Regulation, the Career Transition Center, Inc., Maryland Job Service, and
other non-profit and local agency partners. MontgomeryWorks served over 11,000 adult and youth residents in FY08 with core
services, intensive counseling services, and occupational skills training. MontgomeryWorks also serves businesses. Youth services
are orovided through the Maryland Multicultural Center, which is operated by LAYC and by TransCen.

Actval . Estimated  Projected  Projected

[Program Performance Measures ‘ ' - FYos FY09. FY10 Y11

Number of employers assisted with training? 27 40 40 40 40

Number of employers assisied with recruitment 127 110 120 120 120

Number of DED job related placement for unemployed adults-dislocated, 11,287 15,797 13,775 12,650 12,650

older, and disadvantaged workers

1 For Program Measures 1 through 3: Numbers for FY10 and FY11 do not reflect the Federal Workforce Stimulus funding as these numbers are
not yet available.

FY09 Approved 3,820,080 6.0
Enhance: Workforce Investment Act funded wth Federal Economic Stimulus Grant Funds 1,169,860 0.0
Enhance: Summer Youth Employment Program funded with Federal Stimulus Youth Worlkforce Grant Funds 170,000 0.0

{programmatic use dependent upon regulajory guidelines yet to be established by U.S. DOL and MD DLLR)
Shift: Allocate 15% of Worldorce Services Senior Financial Specialist to Administrative Grant under WIA 17,340 0.2
Decrease Cost: Abolish Office Services Coordinator Position -70,260 -1.0
Miscellaneous adjusiments, including negotiated compensafion changes, employee benefit changes, changes -18,850 1.2
due to staff turnover, reorganizations, and other budget changes affecting more than one program
FY10 CE Recommended 5,088,170 4.0

Agricultural Services i
This program encompasses the promotion of agriculture as a viable component of the County's business and economic sector, as wel)
as the preservation of farmland as a resource for future agricultural production capabilities. The Department of Economic
Development co-sponsors farmers' markets, an annual farm tour, and other activities which promote agricultural products. The goal
of the Agricultural Preservation Program is to acquire easements to protect 70,000 acres of farmland in the Agricultural Reserve by
the year 2010. Agricultural Services also provides farmers with zoning and master plan technical assistance and coordinates the
County's Weed Control program.

The Montgomery Soil Conservation District (MSCD) is considered a political subdivision of the State and is staffed by County,
State, and Federal employees. Programs offered by MSCD include an array of technical advice for conservation and natural resource
planning, as well as a vanety of educational opportunities. MSCD staff assist farmers and landowners in the County with Soil
Conservation and Water Quality Plans, provide technical assistance for conservation practices, and administer a variety of Federal
and State cost-share programs which help fund projects to prevent soil erosion and improve water quality. Many of these programs
are designed to help protect local waterways and the Chesapeake Bay. The MSCD provides a number of programs that focus on
educating Montgomery County residents about the benefits of agriculture, conservation, and natural resources management. Other
services include small pond review, drainage advice for residential landowners, and administering the Cover Crop program in the
County.

The Cooperative Extension Office serves as the agricultural outreach education component of the University of Maryland. This
agency is funded cooperatively through local, State, and Federal governments. Farmers, families, and youth are the primary
audiences of the Extension Office. Educational programs for farmers include raising crops and livestock, protecting the environment,
farm and business management, marketing commodities, and pest management. Programs for families and youth include: home
horticulture, family budgeting, consumer education with a focus on promoting positive parenting skills and healthful diets and
lifestyles, leadership development, and traditional 4-H programs. The Extension Office's professional staff utilizes an extensive
network of volunteers to assist them in program delivery. Extension Office personnel manage a diverse group of over 3,000
volunteers to respond to over 100,000 information requests a year. Outreach education programs are delivered informally through
one-on-one contacts, telephone assistance, the internet, classes and workshops, field days, radio, TV, and print media. o
{
Actual Actual Estimated  Projected Projected

FY11
Cumulative farm acres protected 68,751 70,092 70,832 71,332 71,832

Program Performance Measures Y07 FY08 FY09 FY10
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LNumber of farm businesses assisied

'no Recommended Changes : REE B _ R ‘f_'i . Expendltures

FY09 Approved 1,003,670 7.2
Shift: Costs for Weed Control fo Ag Land Preservation Easements CIP #788911 -10,000 0.0
Decrease Cost: Retirement Incentive Program (RIP) Savings -24,220 0.0
Shift: Deer Donation and Ag Initiatives to Ag Land Preservaiion Easements CIP #788911 -30,000 0.0
Shift: Personnel Costs for Agriculiural Services to Ag Land Preservation Easements CIP #788911 -69,200 0.4
Miscellaneous adjustmenis, including negotiated compensation changes, employee benefit changes, changes -7,230 0.0

due to staff turnover, reorganizations, and cther hudget changes affecting more than one program

FY10 CE Recommended 863,020 6.8

Finance, Administration, and Special Projects

This program is responsible for all departmental administrative efforts, which enable direct services for fiscal and contract
management, strategic planning, and special projects. This program administers five financing programs under the Economic
Development Fund: the Economic Development Grant and Loan program, the Technology Growth program, the Impact Assistance
Fund, the Micro-Loan Program, and the Small Business Revolving Loan program.

This program also works in concert with Marketing and Business Development and Business Empowerment to promote the
development of high technology and professional services companies within Montgomery County. In addition, the program oversees
the development and management of the Shady Grove Life Sciences Center and planning for several new science and technology
centers in Germantown at the Montgomery College campus and East County in the White Oak area.

FY09 Approved 2,233,110 7.0
Increase Cost: Business Incubator Program - To Sustain Increased Operating Costs 134,830 0.0
Increase Cost: Printing and Mail Adjustments 1,080 0.0
Increase Cost: Motor Pool Rate Adjustment 770 0.0
Decrease Cost: Central Duplicating Deficit Recovery Charge -690 0.0
Eliminate: Intellectual Propery Center Frogram -80,000 0.0
Decrease Cost: Cost to Incubators — Reduce Operating Subsidy for MTDC and Rockville Incubators -106,290 00
Miscellaneous adjustments, including negotiated compensation changes, employee benefit changes, changes 45,900 0.0

due 1o staff turnover, reorganizations, and other budget changes affecting more than one program

FY10 CE Recommended 2,228,710 7.0

Office of the Director

The Department of Economic Development is organized to promote team-based approaches to implementing economic development
initiatives. This program provides overall direction and supervision for all programs, policies, and representation of the Department.
The Office of the Director functions as a liaison to local, State, Federal, and international governments; the community; small and

minority owned businesses; and private industry partners, and serves as the leader in developing and implementing economic
development opportunities for Montgomery County.

The major focus of the program is to establish and maintain high-level relationships with local government and private industry
organizations, State and Federal agencies, and national and international governments and organizations. These important contacts
are sought through meetings, trade shows and conferences, national and international missions, and other major events that provide
exposure and opportunities to market and promote the County's economic vision.

FY10 Recommended Changes Expenditures WYs
FY09 Approved 449,800 2.4
Miscellaneous adjustments, including negotiated compensation changes, employee benefit changes, changes 247,520 2.1
due to staff turnover, reorganizations, and other budget changes affecting more than one program
FY10 CE Recommended 697,320 4.5

Notes: Two Business Development Specialists were transferred from Marketing and Business Development to the Directors Office in FYD9.

<
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BUDGET SUMMARY

COUNTY GENERAL FUND EEm— _FV09. L YO \\

EXPENDITURES N
Salaries and Wages 3,448,332 3,916,980 3,664,780 3,693,300 -5.7%
Employee Benefits 980,280 1,161,010 973,120 1,073,920 -7.5%
County General Fund Personnel Costs 4,428,612 5,077,990 4,637,900 4,767,220 -6.1%
Operating Expenses 3,687,081 2,970,590 3,205,810 2,890,290 2.7%
Capital Outlay 0 o o] o) —
County General Fund Expenditures 8,115,653 8,048,580 7,843,710 7,657,510 -4.9%

PERSONNEL
Full-Time 52 48 48 46 -4.2%
Part-Time 5 3 3 3 —
Workyears 49.0 44.6 44.6 40.6 -9.0%

REVENUES
State Salary Reimb: Soil Cons District Mgr 76,254 48,710 48,710 48,710 —
County General Fund Revenves 76,254 48,710 48,710 48,710 —

GRANT FUND MCG

EXPENDITURES
Salaries and Wages o 57,470 0 13,060 -77.3%
Employee Benefits 0 18,320 0 4,280 -76.6%
Grant Fund MCG Personnel Costs 0 75,790 0 17,340 -77.1%
Operating Expenses 2,618,779 2,624,210 2,700,000 4,022,520 53.3%
Capital Outlay o o 0 o) —
Grant Fund MCG Expendifures 2,618,779 2,700,000 2,700,000 4,039,860 49.6%

PERSONNEL
Full-Time 1 1 1 0 —
Pari-Time 1 0 0 o] —
Workyears 1.8 1.0 1.0 02  -80.0%

REVENUES
Workforce Investment Act/Federal Economic Stimulus 0 0 0 1,339,860 -
Workforce Investment Act Grants 1,971,793 2,700,000 2,700,000 2,700,000 -
Disability Grant:Workforce Invest Serv 29,864 0 0 0 —
Disability Program Navigator 178,846 0 0 0 _
MD Incumbent Worker 192,625 0 0 0 —
Statewide 50% Training 722 0 0 0 _
MD Youth Demo -2,163 0 0 0 __
MD Neg Brac 100,000 0 0 0 -
MD Works Re-Eniry 137,596 0 0 0 _
MD Summer Youth Connection 9,496 0 0 ) —
Grant Fund MCG Revenves 2,618,779 2,700,000 2,700,000 4,039,860 49.6%

DEPARTMENT TOTALS

Total Expenditures 10,734,472 10,748,580 10,543,710 11,697,370 8.8%

Total Full-Time Positions 53 49 49 46 -6.1%

Total Part-Time Positions 6 3 3 3 _

Total Workyears 50.8 45.6 45.6 40.8 -10.5%

Total Revenues 2,695,033 2,748,710 2,748,710 4,088,570  48.7%
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FY10 RECOMMENDED CHANGES

"OUNTY GENERAL FUND

FYO9 ORIGINAL APPROPRIATION 8,048,580 44.6
Changes {with service impacts)
Add: Greater Washington Initiative Funding [Marketing and Business Development] 25,000 0.0
Eliminate: Intellectual Property Center Program [Finance, Administration, and Special Projects] -80,000 0.0
Eliminate: Yacant Small Business Qutreach and Germantown Incubator Positions [Business Empowerment] -161,240 -2.0

Other Adjustments {with no service impacts)

Increase Cost: Business Incubator Program - To Sustain Increased Operating Costs [Finance, 134,830 0.0
Administration, and Special Projects]
Increase Cost: Service Increment 53,330 0.0
Increase Cost: Annualization of FYQ9 Personnel Costs 17,780 0.1
Increase Cost: Retirement Adjustment 5,660 0.0
Increase Cost: Group Insurance Adjustment 4,720 0.0
Increase Cost: Printing and Mail Adjustments [Finance, Administration, and Special Projects] 1,080 0.0
Increase Cost: Motor Pool Rate Adjustment [Finance, Administration, and Special Projects] 770 0.0
Decrease Cost: Central Duplicating Deficit Recovery Charge [Finance, Administration, and Special Projects] -690 0.0
Shift: Costs for Weed Control to Ag Land Preservation Easements CIP #788911 [Agricultural Services] -10,000 0.0
Decrease Cost: Reduce World Trade Center institute (WTCI) Sponsorship and Some Activities [Marketing -15,000 0.0
and Business Development] ) ’
Shift; Allocate 15% of Worlkforce Services Senior Financial Specialist to Administrative Grant under -17,340 0.2
Workforce Investment Act (WIA)
Decrease Cost: Retirement incentive Program {RIP) Savings [Agricultural Services] -24,220 0.0
Shift: Deer Donation and Ag Initiatives to Ag Land Preservation Easements CIP #788911 [Agricultural -30,000 0.0
Services)
Decrease Cost: Lapse -50,000 -0.5
Shift: Personnel Costs for Agricultural Services to Ag Land Preservation Easements CIP #788911 -69,200 -0.4
[Agricultural Services]
Decrease Cost: Abolish Office Services Coordinator Position [Workforce Services] -70,260 -1.0
Decrease Cost: Cost to Incubators — Reduce Operating Subsidy for MTDC and Rockville Incubators -106,290 0.0
[Finance, Administration, and Special Projecis]
FYi0 RECOMMENDED: 7,657,510 40.6
GRANT FUND MCG
FY09 ORIGINAL APPROPRIATION 2,700,000 1.0
Changes (with service impacts)
Enhance: Workforce investment Act funded wih Federal Economic Stimulus Grant Funds [Workforce 1,169,860 0.0
Services] .
Enhance: Summer Youth Employment Program funded with Federal Stimulus Youth Workforce Grant 170,000 0.0

Funds {programmatic use dependent upon regulatory guidelines yet to be established by U.S. DOL
and MD DLLR) [Workforce Services]

Other Adjustmentis {with no service impacts)

Shift: Allocate 15% of Worldorce Services Senior Financial Specialist to Administrative Grant under WIA 17,340 0.2
[Workforce Services]
Technical Adj: Abolish grant funded position from Workforce Services and shift expenditures to operating 0 1.0
expenses under Workforce Investment Act (WIA)
Shift: Decrease in Operating Expenses to Allocate 15% of Workforce Services Senior Financial Specialist to -17,340 0.0
Administrative Grant under WIA
FY10 RECOMMENDED: 4,039,860 0.2

(z°
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PROGRAM SUMMARY

Marketing and Business Development 1,913,380 12.0 1,652,260 9.5\
Business Empowerment 1,328,540 11.0 1,167,890 9.0
Worlkforce Services 3,820,080 6.0 5,088,170 4.0
Agricultural Services 1,003,670 7.2 863,020 6.8
Finance, Administration, and Special Projects 2,233,110 7.0 2,228,710 7.0
Office of the Director 449 800 2.4 697,320 45
Total 10,748,580 45.6 11,697,370 40.8

CHARGES TO OTHER DEPARTMENTS

] FY09 RN 2 4 1')
Charged Department Charged Fund Total$ WYs Totals - WYs. "
COUNTY GENERAL FUND
CIP CIP 294,950 2.6 302,210 2.6
Economic Development Fund Economic Development Fund 122,400 1.0 132,340 1.0
NDA - Conference Center County General Fund 0 0.0 104,820 1.0
Total 417,350 3.6 539,370 4.6

FUTURE FISCAL IMPACTS

‘ ($000's) -
| Title - Y13 - - F14

This table is intended to present significant future fiscal impacts of the department's programs.
COUNTY GENERAL FUND
Expenditures
FY10 Recommended 7,658 7,658 7,658 7,658 7,658 7,658
No inflation or compensation change is included in outyear projections. L
Labor Contracts 0 26 26 26 25 26
These figures represent the estimated cost of service increments and associated benefits.
Subtotal Expenditures 7,658 7,684 7,684 7,684 7,684 7,684

60-8 Community Development and Housing FY10 Operating Budget and Public Services Program FY10-15



MEMORANDUM

April 13, 2009

TO: Planning, Housing, and Economic Development Committee

FROM Sarah Downie, Research Associate
Office of Legislative Oversight

SUBJECT: Department of Economic Development’s Response to Council’s Questions on
Strategies and Programs

In February, based on review of Office of Legislative Oversight Report 2009-8, the PHED
Committee generated a set of follow-up questions on selected Department of Economic
Development (DED) programs. These questions were endorsed by the Council and transmitted to
the Chief Administrative Officer.

On April 3, DED provided a 28-page response to the Council’s questions about tax credits, the
Business Innovation Network, the Economic Development Fund (EDF), and various other DED
activities. The Department of Finance jointly worked on the EDF and tax credit related answers.

This cover memorandum summarizes DED’s response, which includes information the PHED
Committee may find useful during FY 10 operating budget worksessions. DED’s full response is
attached (see table below for organization and circle references).

One of the Council’s requests to DED was for a companion document to the Vision for Economic
Development that provides the costs of the recommended action items and places them in priority
order. In response to this request, DED wrote: “DED is in a transition period pending the
appointment of a new Director. This question would be more appropriately addressed after the
new Director is appointed.”

Program or Activity l]))e légsr:ip;::;
A. Locally Authorized Economic Development Tax Credits 16
B. The Business Innovation Network (the County’s incubator program) 23
C. The Economic Development Fund 27
D. DED’s Marketing and Outreach Activities 36
IR E. DED’s Administration of Locally Funded Contracts 37




A. Locally Authorized Economic Development Tax Credits.

Four economic development tax credit programs provide incentives for qualifying businesses to
locate or expand in Montgomery County. The County is the primary administrator for the two
Jobs Tax Credit programs. The State Department of Assessments and Taxation (SDAT) works
with County and municipal officials to administer the Enterprise Zones and Arts and
Entertainment District Tax Credit programs. Some highlights from DED’s response follow.

e The Jobs Tax Credits require a recipient to maintain a minimum number of new jobs for a
specific period. The six-year New Jobs Tax Credit (NJTC) benefits businesses that expand
by at least 25 new jobs and 5,000 square feet of previously unoccupied space. The 12-year
Enhanced New Jobs Tax Credit (ENJTC) benefits large expansion projects in certain
industries that meet specified wage requirements. Since these tax credits were established,
the County has issued 82 credits valued at $15.6 million, including 76 NJTCs (six-year
credits) at a cost of $6.3 million, and six ENJTCs (12-year credits) valued at $9.3 million.

e The law authorizes the County to recapture the credits if the conditions are not met. The
three-year recapture period specified in law means NJTC recipients must maintain their
space and employment for three years after the six year period of the credit, and ENJTC
recipients must maintain space and new jobs for 15 years.

e DED reports that the Jobs Tax Credits give the County “a competitive and comparative
advantage” in situations where a prospect is considering “new” property. DED often
incorporates tax credit information in capability statements that it prepares jointly with the
State Department of Business and Economic Development. Recent projects where DED
proposed this tax credit include Hilton Hotels, Bechtel, National Public Radio, Microsoft,
and the Lockheed Martin Center of Learning Excellence.

e DED states that a limitation of the Jobs Tax Credits is that they are not available to
projects moving into existing space. If no new space exists at a prospect’s preferred
location, then the County’s lack of a tax credit for existing space can create a competitive
disadvantage. To address this, DED suggests revising the Economic Development Fund or
requesting the state legislature to revise the NJTC.

e The Enterprise Zone and Arts and Entertainment Tax Credit programs require
recipients in designated geographic areas to be certified, but they do not contain any
performance requirements. Since FY 1998, when the Enterprise Zone Tax Credit began, 58
credits valued at $10.9 million have been issued. Since A&E Tax Credit began in 2005, 14
credits valued at $15.4 million have been issued.

Economic Development Tax Credits Circle
For DED’s response about:
1. Enterprise Zone Tax Credits 16
2. Arts and Entertainment Tax Credits 17
3. New Jobs Tax Credits and Enhanced New Jobs Tax Credits 19




B. Business Innovation Network (the County’s incubator program)

DED describes the County’s Business Innovation Network as being “nationally recognized.” DED
reports that 88 companies have successfully graduated from the Innovation Network and that 80%
of the incubator graduates are still operating in Montgomery County, either as independent entities
or as subsidiaries of larger companies.

DED states that the Network is “marginally profitable due to increasing energy costs, and an
abundance of vacant commercial spaces offering below market rents, requiring increased
county funding.” Additional facts about the Networks that the PHED Committee may find
particularly relevant during FY 10 budget worksessions include:

e DED’s policy is to set rents at the prevailing market rate and structure tenant leases to
increase 10% annually to discourage long-term occupancy. DED temporarily abated the
2009 rent increase to support tenants during the current economic downturn.

e DED charges $200/month for its Virtual Incubator program, which offers the same
package of benefits that incubator tenants receive, but without the physical space.

e When unanticipated cost increases occurred in the past, they have been absorbed within the
incubator budget, with additional county funding, or through increased tenant
contributions. For example, according to DED, “The 30% increase in utility rates during
2006/2007 was absorbed in part by the companies and in part by the County.”

e DED’s recommendations for improving efficiency or effectiveness include: streamlining
management operations to eliminate duplication; investing in communication
improvements; ensuring adequate staffing at each facility; and increasing marketing efforts
to maintain occupancy levels.

e DED also recommends establishing a pool of funds “to support the operations of the
Innovation Network in lieu of specific appropriations for each facility.” OLO
recommends that DED explain further what currently constrains the Department
from implementing this practice.

Business Innovation Network Circle
For DED’s response about:
1. Strengths and weaknesses of the Business Innovation Network 23
2. The results of a DED survey of incubator tenants 24
3. How DED determines the type of business for each incubator and how 25
potential businesses are evaluated for acceptance to the program
4. The Network’s finances 26
5. DED’s recommendations to improve the program 27




C. Economic Development Fund (EDF)

The Economic Development Fund provides financial assistance to businesses with the goal of
creating new jobs, increasing the County’s property tax revenue, and spurring private capital
investment. DED responses include information on how DED determines which companies
receive financial assistance from each EDF program, and the terms and conditions of the
assistance. In sum:

e When considering companies for EDF assistance, DED uses criteria such as whether a
financial incentive is necessary to retain or attract a prospect company, and how valid the
offers of competing jurisdictions seem to be. DED also considers a fiscal impact analysis,
the company’s financial history and projections, debt repayment capacity, and an analysis
of the strategic significance of a project.

e The EDF Grant and Loan Program (the largest of the five EDF programs) is driven by
job creation, so recipients must meet certain job goals. If the company fails to meet these
goals, either a portion or the entire grant is converted to a loan. Contracts have specific
performance milestones and “claw-back” conditions if the milestones are not achieved.

o Asrequested by the Council, DED provides a table (© 33) of the 13 companies that have
received EDF assistance over $200,000. The table summarizes the conditions of the
grant/loan received and whether the company has met all the conditions. Five of the
thirteen companies were unable to meet job goals required under the terms of the
assistance and had to pay back a portion of the loan.

e The Technology Growth Program generally provides assistance structured as a
conditional grant; the grant is subsequently converted to a loan when a recipient generates
a certain amount of annual revenue or obtains equity financing within five years of the
financial assistance. Since 1999, the Technology Growth Program has not received new
funding; DED has instead used funding from the EDF Grant and Loan Program to provide
assistance to early-stage technology companies.

e The Impact Assistance program provides grants to businesses adversely affected by
County-initiated development; the grant generally does not have to be repaid unless the
business moves out of the County. The Small Business Revolving Loan Program
(SBRLP) and the Micro-Enterprise Loan Program both provide assistance in the form
of loans. The SBRLP typically requires repayment over five years with an interest rate
fixed at the prime rate, while the Micro-Enterprise Loan requires repayment over three
years with an interest rate fixed at the prime rate plus 2-4%.

OLO recommends that the PHED Committee ask DED how the Department developed its
FY10 funding request for the EDF. In addition, how does the Department anticipate
allocating available EDF resources for retaining businesses already located in the County vs.
attracting new businesses?

) @



Economic Development Fund Circle
For DED’s response about:

1. How DED measures results of the Economic Development Fund 27
2. How DED determines which companies receive assistance from the EDF and

" . 28

the terms and conditions of the assistance

3. Accountability and monitoring of loan/grant conditions 31
4. Projected FY 10 EDF Budget by Program 35

D. Marketing and Outreach

DED’s response summarizes the marketing and outreach activities that the Department carries out
to attract and support businesses. Highlights of DED’s response are summarized below.

Historically, 65% of DED’s marketing and outreach efforts were focused on
businesses/entrepreneurs currently located in Montgomery County; and 35% were focused
on businesses not yet located in the County. Since mid-FY08, DED has shifted to focusing
80% of their resources on businesses/entrepreneurs currently in the County.

DED is working to improve marketing and advertising by improving the Department’s
web presence. DED is exploring the use of online tools such as blogs and podcasts, using
search engine optimization techniques, and requesting permission to launch a web site
outside the County’s web site. DED also plans to expand the “I Am Montgomery
Program” to market the County to businesses.

Based on the performance measures that the Department identifies for its marketing and
outreach activities (© 36), OLO recommends that the PHED Committee ask DED to identify
the FY10 cost and anticipated results of its most and least “successful” marketing strategies.

Marketing and Outreach Circle
For DED’s response about:
1. A description of marketing, outreach, and business support services offered 36
and how DED measures results of these activities
2. Marketing for workforce development activities 36




E. Locally-Funded Contracts

The Council asked questions about nine locally funded non-competitive contracts administered by
DED (listed at © 38). DED also manages three competitive contracts for workforce services, but
these are largely funded by state and federal grants. In sum:

e In FYO09, DED administers $340K in contracts with three recipients of Community
Empowerment Grants: the Latino Economic Development Corporation, the Alliance for
Workplace Excellence, and the Maryland/Israel Development Center. DED would like to
be represented on the evaluation committee for the Community Empowerment Grant
proposals it will be administering. Alternatively, DED requests authorization to renegotiate
the scope of services for these grants if necessary to achieve the desired outcomes.

OLO recommends that the PHED Committee ask DED to discuss the comparable set
of grants proposed in the Executive’s Recommended FY10 Operating Budget.

e DED justifies its use of non-competitive contracts by stating that most of the contractors
selected are uniquely qualified to provide the desired set of services. DED also
summarizes the reporting requirements for each contract. See circles 39-42.

Locally-Funded Contracts Circle
For DED’s response about:
1. How DED measures results of each of these contracts 39
2. How DED selects non-competitive contract recipients 40
3. DED’s recommendations to improve how these contract dollars are spent 42

Attachment:  April 3, 2009 Memorandum from Acting Director, Department of Economic
Development, Tina Benjamin to Council President Phil Andrews
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DEPARTMENT OF ECONOMIC DEVELOPMENT

Isiah Leggett
County Executive

MEMORANDUM

April 3, 2009

TO: Phil Andrews, President, County Council

FROM: Tina Ben;j amin, Acting Director] W‘M—)
Department of Economic DévElgpment

SUBJECT: DED Response to February 20, 2009 PHED Committee
Recommendation to Council

I am pleased to transmit the attached packet to the Council addressing the
information requested by the PHED Committee. The Department of Economic Development
and the Department of Finance jointly worked on the Economic Development Fund and Tax
Credit related issues, and DED prepared responses to the remaining requests for information.

I sincerely appreciate the Council giving us an extension of time from the original
date of March 20, 2009 so that we could prepare a more comprehensive response.

Following your review, we will be happy to provide any additional information
that the Council may need to evaluate the Department of Economic Development’s budget and

programs. Questions about the attached packet can be directed to Peter Bang, who can be
reached on extension 7-2008.

Attachment

cc: Members of the Montgomery County Council
Kathieen Boucher, Office of the County Executive
Joe Beach, Office of Management and Budget
Jennifer Barrett, Department of Finance
Karen Orlansky, Office of Legislative Oversight

(B

111 Rockville Pike, Suite 800 + Rockville, Maryland 20850 = 240-777-2000 - 240-777-2046 TTY - 240-777-2001 FAX
www.montgomerycountymd.gov




Response to PHED Committee Recommendation of February 20, 2009

1 A companion document to the Vision for Economic Development that provides the
costs of the recommended action items and places them in priority order.

DED is in a transition period pending the appointment of a new Director. This question
would be more appropriately answered after the new Director 1s appointed.

2. A report on the County’s economic development tax credits.

a. The legislative and local implementation history.
The annual (and cumulative) cost of the credit since it was first implemented.
c. The accountability process in place for ensuring that the criteria (e.g., new jobs created)

for receiving the tax credit are met each year and an explanation of the consequences for
not meeting these criteria.

o

Enterprise Zone Tax Credit

Description

This tax credit is available to businesses that locate in designated areas of downtown
Silver Spring (until December 2011), Takoma Park/Long Branch (until June 2013), Wheaton
(until December 2013, unless it is exténded), and Gaithersburg (until June 2018), and is designed
to spur economic growth in these areas. This real property tax credit is available only for
nonresidential properties located within the Enterprise Zones and is based on growth in property
assessment. Under the Enterprise Zone law, personal property is not included. The “base year
assessment” is the real property assessment for the year before any new construction or
refurbishing is done. The credit is based on the increase in the assessment for each of the next 10
years compared to the base-year assessment. The credit itself will be given on the actual taxes
that result from the increase in assessment, using the following rate schedule:

Years 1 through 5: Credit = 80% of assessment increase versus the base year |
Year 6: Credit = 70% ’
| Year 7: Credit = 60%
Year 8: Credit = 50%
Year 9: Credit = 40%
Year 10: Credit = 30% (expires thereafter)

Cost of the Tax Credit:

Below is a table showing the cost of the Enterprise Zone Tax Credits since the beginning
of Enterprise Zones in Montgomery County (fiscal year 1998). For each fiscal year the table

shows the total number of properties given the Enterprise Zone Tax Credit, and the total amount
of the Enterprise Zone Tax Credit.
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Enterprise Zone Tax Credit

Fiscal

Year |# Credits Issued|Total Credit Amt
2009* 88 $2,268,750
2008 85 $2,095,063
2007 82 $1,749,710
2006 82 $1,750,938
2005 72 $1,406,975
2004 51 $532,275
2003 48 $428,204
2002 44 $354,503
2001 13 $162,747
2000 15 $95,750
1999 16 $56,560
Total 580 $10,901,475

* FY2009 credits are for all processed by
March 12, 2009
Accountability Criteria

There is no employment or other requirements to receive this tax credit—once the
property is certified by the County Enterprise Zone Administrator' and the State Department of
Assessments and Taxation (SDAT), the SDAT certifies the amount of the assessment to credit,
each year, for the full ten years of the credit. The State of Maryland also grants a tax credit for
businesses that locate in Enterprise Zones. However the State’s credit is for State income taxes
and is related to the number of new employees (in the Enterprise Zone) that a business hires.

Legal Authority

The Enterprise Zone laws in Maryland date back to 1982%. If a local jurisdiction requests
the Enterprise Zone is approved by the State, then the local jurisdiction must provide the
Enterprise Zone tax credits. There is no need for a County Enterprise Zone law.

Montgomery’s first zone was in Silver Spring, designated in December 1996. The Wheaton
Enterprise Zone followed in 1998, and Long Branch-Takoma was designated in 2003.
Gaithersburg requested and was approved for an Enterprise Zone designation for its historic
business district (known as the Old Towne Enterprise Zone) in 2008.

Arts and Entertainment District Tax Credit

Description

This tax credit is available to a taxpayer against the County property tax imposed on a
manufacturing, commercial, or industrial building that is located in an Arts and Entertainment
District and is wholly or partially renovated for use by a qualifying residing artist or an arts and
entertainment enterprise. Currently, there are Districts in Bethesda (designated in 2002), Silver
Spring (2002, and expanded in 2004) and Wheaton (2006).

' The Gaithersburg, or Olde Towne, Enterprise Zone has a City employee as the Zone administrator.
> Maryland Code: Tax-Property Article, § 9-103. Enterprise zones (Effective 1982)
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This real property tax credit applies for 10 years, providing that the building continues to
be used by a qualifying residing artist or an arts and entertainment enterprise. The tax credit is.
based on growth in property assessments. The “base year assessment” is the real property
assessment for the year before any renovation is done. The credit is based on the increase in the
assessment for each of the next 10 years compared to the base year assessment. The credit itself
will be given on the actual taxes that result from the increase in assessment. Except for properties

given an Enterprise Zone Tax Credit, the amount of the Arts and Entertainment District Tax
Credit shall be calculated as follows:

Years 1 through 5: | Credit = 80% of assessment increase versus the base year
Year 6: | Credit = 70%
Year 7: | Credit = 60%
Year 8: Credit = 50%
Year 9: Credit = 40%
| Year 10: Credit = 30% (expires thereafter)

For properties also granted an Enterprise Zone Tax Credit, the amount of the Arts and
Entertainment Tax Credit is 20% added to the Enterprise Zone Credit, as calculated above.

Cost of the Tax Credit:
Below is a table showing the cost of the Arts & Entertainment District Tax Credit since

the beginning of the program (fiscal year 2005). For each fiscal year, the table shows the total

number of properties given the Arts & Entertainment District Tax Credit, and the total amount of
the Arts & Entertainment District Tax Credit.

Arts & Entertainment District Tax Credit

Fiscal

Year # Credits Issued Total Credit Amt
2009* 4 $4,340.96
2008 4 $4,184 .85
2007 4 $3,739.61
2006 1 $1,766.52
2005 1 $1,413.21
Totals 14 $15,445.15

* FY2009 credits are for all processed by
March 12, 2009
Accountability Criteria

The only requirement for the Arts and Entertainment District Tax Credit is that the real
property that is credited be “capable for use” by a qualified resident artist or arts and
entertainment enterprise. The certifications of the artists/arts enterprises are made by the Arts and
Humanities Council in conjunction with the State Department of Assessments and Taxation

(SDAT) and the Maryland Office of the Comptroller, while the certification of the real property
is made by SDAT.
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Legal Authority

Maryland Code: Tax-Property Article § 9-240. Buildings located in arts and
entertainment district. (Effective 2001)
Montgomery County Code, Chapter 52, Article I, Section 52-18L (Effective 2002)
Qualified artists also have an income tax subtraction modification available to them——this
modification applies to both State and Ccounty income taxes (Maryland Code: Tax-General
Article §10-207(v)). Qualified artists and arts enterprises are also exempt from the County’s
Admissions and Amusement Tax (Maryland Code: Tax-General Article §4-104).

New Jobs Tax Credits
Description :
This program consists of the New Jobs Tax Credit and the Enhanced New Jobs Tax
Credit, and benefits businesses that are planning to increase both their space and staff. A

business seeking either credit must notify the County of its intent to claim the credit before the
expansion.

New Jobs Tax Credit

This is a six-year credit available to businesses that increase their space by at least 5,000 square
feet and their employee count by at least 25 new jobs. Businesses that are already residing in the
County or that are moving from outside of Maryland are eligible to apply. The credit is not
available to businesses that move to Montgomery County from another Maryland county or
Baltimore City, and it is not available to retailers. The 25 new jobs must be permanent full-time
positions and must last for at least 24 months. The new space must be occupied during the period
the business retains the 25 new employees. The credit is based on the increase in both real and

personal property tax assessments resulting from the business’s expansion. The credit decreases
over six years, as follows:

Years 1 & 2: Credit = 52% of the assessment for the space leased/owned
Years 3 & 4: Credit = 39% '
| Years 5 & 6: Credit = 28%

New Jobs Tax Credit recipients automatically receive an additional State of Maryland tax credit,

which uses the same calculation method. However, the State credit is given against one of the
following taxes:

« Corporate or personal income taxes
» Financial institutions franchise tax
= Insurance premiums tax

Enhanced New Jobs Tax Credit
This 12-year credit benefits large expansion projects and is available when businesses:
» Increase their space by at least 250,000 square feet,
»  Create 1,250 new permanent, full-time positions or 500 new permanent, full-time
positions in addition to at least 2,500 existing permanent, full-time positions,
= Pay all these employees at least 150% of the federal minimum wage.

To qualify for the Enhanced New Jobs Tax Credit, a business must be engaged in one of
the following industries:

manufacturing, mining, transportation, communications, agriculture, forestry or fishing
= research, development, testing or biotechnology
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computer programming, data processing, or other computer-related services
« central financial, real estate, or insurance services

operation of central administrative offices or a company headquarters

« public utility, warehousing, or business services

A business has six years from the notification date to create and fill the required number
of new jobs and acquire and inhabit the new space. When this is accompiished, the business will
begin receiving the credit. The Enhanced Tax Credit, like the regular New Jobs Tax Credit, is
given against the local real and personal property tax and is based on the amount of additional
taxes due as a result of the expansion. Unlike the regular New Jobs Tax Credit, however, the
Enhanced Tax Credit is calculated at the same rate for all 12 years. The rate is 58.5% of the
additional local tax liability. The State also will give a credit based on this additional local tax
liability. The State credit is 31.5% for each of the 12 years and is given against the same State
taxes as the regular New Jobs Tax Credit (corporate or personal income taxes, the financial
institutions franchise tax, or the insurance premiums tax). Both the regular and enhanced State
tax credits allow a business to “roll” the credit for up to five years. This means that if the State
tax credit is higher than the amount of taxes due in any given year, the business can claim the
difference for up to five years. Both tax credits also contain a “recapture” provision that requires
a business to repay the credits if they fail to maintain the job and space requirements for three
years. This provision is applicable to each individual year, so that if a business maintains the

requirements for 15 years, it will have to repay only the last year of the credit (see footnote 3 on
the next page).

Cost of the Tax Credit:
Below is a table showing the cost of the New Jobs Tax Credit since the first year of the

program (fiscal year 2000). For each fiscal year the table shows the total number of properties

given the New Jobs and Enhanced New Jobs Tax Credit, and the total amount of the New Jobs
and Enhanced New Jobs Tax Credit.

New Jobs Tax Credit

New Jobs Tax Credit Enhanced New Jobs Tax Credit

Fiscal

Year | # Credits Issued Total Credit # Credits Issued Total Credit

2009* 7 $326,025 1 $1,113,630

2008 9 $742,301 1 $1,732,223

2007 13 $828,822 1 $1,681,272

2006 13 $1,018,457 1 $1,743,535

2005 13 $1,136,172 1 $1,775,348

2004 11 $1,219,909 1 $1,246,078

2003 6 $863,011

2002 2 $109,749

2001 1 $35,220

2000 1 $30,137

Total 76 $6,309,804 6 39,292,086
Grand Total for Regular and Enhanced Credits: $15,601,890

* FY2009 credits are for all processed by March 12, 2009
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Accountability Criteria

This is the only tax credit for which the County is the primary administrator. The tax
credit requires (1) that a minimum number of jobs be kept for a specific period of time;> and )
that the space that is credited remain in the possession of the business that ultimately receives the
tax credit. If either of those conditions is not met in a given year, the County must recapture any
tax credits given during the preceding three years. In order to determine the eligibility of a
business for the tax credit, the County re-certifies the tax credits each year, both for the amount
of space that the bustness is using and for the number of employees that the business has in the
space. The County uses lease information (or proof of ownership in some cases) and State of

Maryland unemployment insurance filings made to the Department of Labor, Licensing and
Regulation to determine eligibility.

Legal Authority

Maryland Code: Tax-Property Article § 9-230. Businesses That Create New Jobs.
(Effective 1997)

Montgomery County Code, Chapter 52, Article X (Effective 1998)

d. An explanation of how the tax credit was or is currently used by DED staff to encourage
businesses to locate or expand in Montgomery County.

The tax credit is currently used in a proactive manner, and as a primary financial
incentive when providing potential prospects with information on general incentives to move to
Montgomery County, MD or in the case of an existing client company who is considering
expansion in the County. The tax credit requires a minimum of 5,000 SF or more of new or
previously unoccupied space and a least 25 or more new qualifying jobs during the qualifying

period. As such, all prospects whose project scope surpass or border these criteria are informed
at the earliest possible negotiation stage.

The tax credit information is normally included in our capability statement that DED
provides to prospects before a formal proposal is offered. In many cases our capability statement
is incorporated in a joint capability statement with DBED.

The following table shows the list of companies who have qualified and their current
status. A list of some of the companies where this was recently proposed as part of an attraction
included Hilton Hotels, International Baccalaureate, Bechtel, and National Public Radio. It was
also proposed to Banner Life for its potential expansion in Montgomery County. Currently it has
been proposed to Microsoft for its move into Chevy Chase, MD at One Wisconsin Place where
500-600 high paying jobs are being moved into the County. Another prominent project involving
the enhanced new jobs tax credit is the Lockheed Martin Center of Learning Excellence that
invested over $170 million and has created over 1000 jobs since December 2006. This
application is still being processed.

New Jobs Tax Credit and Enhanced New Jobs Tax Credit
FY 2000 through FY 2009 (To Date)

* The law specifies a three year recapture requirement, so the regular credit recipients must maintain their space and
employment for three years after the six year period of the program, while Enhanced credit recipients must maintain

them for a total of fifteen years.
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Company Total Tax Credits
Avendra LLC $289,649
Booz Allen Hamilton® 5161,726
Chevy Chase Bank $3,062,371
Children's Hospital $88,992
Discovery Communications (Enhanced Credit)* $9,292,086
First Federal Corporation $139,673
Health Extras Inc’ $108,275
Healthtrax, Inc. $106,930
institutional Shareholder Services $165,169
Marriott International $780,926
Pacific Gas & Electric (NEG) $84,250
ProFund $150,061
Qiagen Sciences $581,207
SoftMed $197,497
Thales Communications $235,800
The JBG Companies $157,276
TOTAILS $15,601,890

The New Jobs Tax Credit is a 6 year property tax credit.
The Enhanced New Jobs Tax Credit is a 12 year property tax credit.

Booz Allen Hamilton, Health Extras, Inc., and Discovery
Communications are the only companies that have not yet
completed their 6 or 12 year credits.

T company'’s last credit will be FY10
% Company's last credit will be FY11
3 Company's last credit will be FY15

e. The Executive’s general assessment of the tax credit as a tool for economic development
in Montgomery County and any recommendations for improving its effectiveness.

This tax credit has given the County both a competitive and a comparative advantage in
some situations where the prospect is considering or willing to consider “new” property vs.
existing property. This is particularly effective if the property is over 25,000 SF with the
necessary number of qualifying jobs. The major limitation to this tax credit, as an economic
development tool, is that it does not apply to attraction or expansion projects moving into
previously occupied existing space no matter how big the potential deal is or the number of jobs
created. Many times new space is not available in the preferred location and size needed in
communities such as Bethesda or Silver Spring. There are currently no other tax incentives
available for existing properties that have been occupied, and this puts the County at a
competitive disadvantage with other neighboring jurisdictions.
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An altemative to this tax credit for the attraction of new companies or the expansion of
existing companies where new or previously unoccupied space is not a viable option would be a
welcome addition to the incentives that are already available. Options could include expanding
or revising our current Economic Development Fund to meet this requirement or requesting that
the legislature revise the NJTC to provide an alternate tax credit, maybe at a lower percentage
rate, for previously occupied space similar to the tax credit for new space. An example might be
to set the rate at 50% of the NJTC rate paid out over the same period as the NJTC. Another
option could be to raise the space required above the current required 5,000 SF and raise the
required number of new jobs above the current required 25 or more new jobs for previously
occupied space only. This would maintain the current major focus on new space.

In situations where the prospect is considering or willing to consider “new” property vs.
previously occupied property this tax credit has given the County both a competitive and a
comparative advantage. This is more effective when the space requirement is over 25,000 SF
and includes substantially more than the 25 or more qualifying new jobs.

3. Further information and analysis on several DED programs.

Follow-up Questions — Major DED Programs -

A. Business Innovation Network

1) Measuring Results. DED’s headline measures use the number of jobs created by
incubator tenants and several other outcomes to measure the success of the incubator
program. What do the data collected to date suggest about the strengths and weaknesses
of the County’s incubators? In addition:

= What did DED learn from the recent survey of incubator network tenants?
What is the success/failure rate of graduate businesses?

Strengths:
e The Innovation Network is a regionally and nationally recognized successful model,
whose facilities are strategically located throughout the County.

e Strong resource and support services are available; training programs, networking

opportunities, Maryland Intellectual Property Legal Resource Center, financial consulting,
etc.

e Located in a knowledge based economy that encourages entrepreneurship.

e Presence of strong partnerships that support the innovation network operations, i.e.
University of Maryland, Tech Council of Maryland, World Trade Center Institute, etc.

Weaknesses:

e The network is marginally profitable due to increasing energy costs, and an abundance of

vacant commercial spaces offering below market rates, requiring increased county
funding.

e Due to market conditions, scarcities of investment funds are available to start up
companies.

e Lack of marketing funds to promote the network.
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¢ A void of telecommunications infrastructure that promotes conuectivity and natural

networking among tenant companies throughout the network.

‘What did DED leam from the recent survey of incubator network tenants?

In October of 2008, a survey was conducted of incubator tenants to determine their satisfaction
with the network. The survey consisted of 25 questions focused on four central topics:
admittance to the network, facilities, programs and graduation preparation.

Examples of responses received included:

Are the rent and fees reasonable for the facilities provided?
Yes- 82.5%

No -17.5%

» Have the training and networking programs been helpful?
Yes - 84.2%

No -15.8%

Through the Innovation Network, I have made valuable contacts with federal, research

institutions, business leaders, and/or other academic institutions that I would otherwise
not have the opportunity to connect with.

Yes - 50%

No -50%

Due to my participation in the Innovation Network, my business is well prepared to -
thrive after I leave the facility.

Yes —97.4%
No - 2.6%

Relative to the status of my business today, I could have done just as well with my
company without the assistance of the Innovation Network.
Yes —22.2%

No -77.83%

What is the success /failure of graduate businesses?

Over the past ten years the Innovation Network has successfully graduated 88 companies.
Today, 80% of those companies remain in operation, either as independent entities or as
subsidiaries of larger companies, in Montgomery County. The remaining 20% (5 companies)
have either closed or moved outside of the County.

Historically about 10% of the companies that entered the Innovation Network has left the
program early mainly due to: technology failures, lack of funding, or the emergence of stronger
competing technology. Given the rapid expansion of the Innovation Network, coupled with the
current economic climate, DED is acutely aware of these factors and is attempting to maintain
and/or improve the success rate for graduating companies.
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2) Selection Process. What is DED'’s process for selecting businesses fo participate in each

of the incubators, to include:

How does DED decide the type of business (e.g., professional services, biotech) and
mix of locally/internationally-based firms fo target for each incubator?

The admission process and criteria for admittance to the Innovation Network and the

Virtual Innovation Program are identical. The process includes the following steps:

The applicant company meets with staff to tour the facility and obtain a complete briefing
on all benefits, services, and programs of the Innovation Network. (Staff are expected to
gain an understanding of the applicant’s business and discuss eligibility requirements.)
The applicant company submits a Tenant Application and Business Plan.

The Tenant Application and Business Plan are reviewed by the innovation team for
completeness and quality.

The applicant makes a 30 minutes presentation to the Tenant Advisory Committee. (Each
incubator facility has a Tenant Advisory Committee).

Based on the strength of the application, business plan and presentation, the Tenant
Advisory Committee makes a recommendation regarding acceptance. Applicants are
notified within 24 hours regarding the decision.

A License Agreement (lease) is executed and the accepted firm is required to submit the

first month’s rent, a security deposit (equal to the first month’s rent) and a certificate of
insurance.

A move-in date is scheduled.

The focus of each incubator is influenced by several factors:

Location advantages, i.e. MTDC is located in the heart of the Shady Grove Life Sciences

Campus and surrounded by key resources for the biotechnology community (CARB, JHU
& TIGR)

Strategic Economic Development Goals, ex. SSIC and WBIC are both located in County
Enterprise Zones

The location of the CEO’s residence often influences which incubator is more convenient
for the company, regardless of the industry focus.

Funding from TEDCO influences the mix of technology vs. professional service firms,
through contractual agreement with TEDCO.

While each incubator has a particular industry focus, DED does not exclude companies

that have a high potential to create quality jobs. DED strives to create synergy by grouping
similar companies together.

e What are the main criteria used to decide whether a business is accepted into the
program and how are the terms of the arrangement determined? What are the

criteria for entrance into the virtual incubator program (to receive only support
services)?

The typical license agreements are for a one-year period, and allow either party to cancel

the agreement with 60 days notice. The Tenant Advisory Committees consider the following
factors when evaluating a new applicant company:
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The company’s potential to make a positive economic impact for Montgomery County
(job creation, equity attraction, local capital expenditures)

Potential and capacity to carry out the proposed business plan/model.

Sufficiency of funds in hand to reasonably support its operations until the company

obtains revenue, equity or grants—typically working capital to last a minimum of six
months 1s required.

e The background and credentials of the management team.

The market potential and status of the company’s technology and intellectual property (if
applicable).

The cuinpany’s potential “synergy” within the Network. Will the company contribute to
and take advantage of the resources within the incubator network.

The admission process and criteria for admittance to the Innovation Network and the Virtual
Innovation Program are identical.

3) Incubator Finances: How does DED determine the level of county junding for the
incubator program each year?

As most of the County incubators have been established using debt financing, County
funding is initially pre-determined to guarantee sufficient debt coverage (ratio of 1.2 is typically
required) after factoring in maximum license revenue and facility and program expenses. The
level of County funding is adjusted every few years to reflect market conditions. For instance,

from 2006 to 2007, the surge in energy costs (over 30%) caused an approximately $250,000
overrun in energy costs in just two incubator facilities.

e How is the rent for each tenant determined? How are annual rent increases
calculated? Do participants pay to be part of the virtual incubator program?

The starting rent at each incubator is set at the prevailing market rate. Rent is increased
10% per year to discourage long-term occupancy of the incubator and encourage graduation.
The 2009 annual rent increase was temporarily abated in an effort to support incubator
companies impacted by the current economic climate. The Virtual Incubator Program costs

$200.00 per month. The program offers the benefits and services of the Innovation Network with
the exception of physical space

e Does the County always absorb unanticipated cost increases, (e.g., increases in

utility costs)?

All anticipated costs are budgeted each year, for each facility. At times, unexpected cost
increases can be absorbed within the incubator budget and at other times county funding is
needed. Revenues and expenses for each facility are reviewed at monthly to maximize cost
savings. The 30% increase in utility rates during 2006/2007 was absorbed in part by the
companies and in part by the County. This was originally not anticipated in the budget.
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o What are the projected costs of the Business Innovation Network program for the next

three fiscal years, FY10-FY12?

FY10 FY11 FY12
MTDC $300,000 $300,000 $300,000
' RIC (Rockville) $324,719 $324,710 $324.710
SSIC (Silver Spring) | None None None
GIC (Germantown) $312,000 $400,000 $400,000
WBIC (Wheaton) $275,270 $283,528 $292,033
4) Recommendations for changes to improve efficiency or effectiveness. Does DED have

any specific recommendations for changes to the Business Innovation Network to
improve the efficiency or effectiveness of the program?

Establish a pool of funds to support the operations of the Innovation Network in lieu of

specific appropriations for each facility. This will allow greater flexibility to place
resources where they are needed.

Invest in communication improvements such as a well defined website for the Innovation
Network, including an intranet for companies within the Innovation Network to
communicate with each other.

Ensure adequate staffing at each facility.
Streamline management operations to eliminate duplication.
Increase the marketing effort to maintain the occupancy level of each facility.

B. Economic Development Fund (EDF)

1)

“Economic Development Fund Grant and e Number of jobs created or re
Loan Program

Measuring Results. How does DED define “success” and measure the results of the

Economic Development Fund? What do the data collected suggest about the strengths
and weaknesses of the EDF?

i e

ST Rt

ained
Private capital investment induced

e Amount of real and property taxes
collected

Technology Growth Program e Research grants received

e Revenue generated
e Equity financing raised

Small Business Revolving Loan Program e Ability of a borrower to maintain or

expand its operations
s Ability of a borrower to service the loan

Impact Assistance Fund e  Ability to financially support businesses
that experience adverse impact due to
County initiated development projects.

Micro-Enterprise Program e Ability of a borrower to start, maintain or

expand its operations.
e Ability of a borrower to service the loan.
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The Economic Development Fund Grant and Loan Program (EDFGLP) has achieved
notable results and continues to contribute to the economic well-being of the County. Twenty
two million dollars of EDGLP funding led to the creation and retention of 28,000 jobs in the
County. Over $12 million in property taxes were paid by the 145 EDGLP recipients in 2008.
Specifically, three recipients - Marriott, MedImmune, and Discovery Communications - paid
more than $4.4 million in property taxes in 2008. On average, every EDGLP dollar has triggered

$50 in private capital investment zince the program’s inception.

The Technology Growth Program (T'GP) has been instrumental in: taking early-stage

companies to the next level so that they could pursue research grants, ramp up sales efforts, or

attract private investment. During the past five years, aggregate TGP funding has leveraged
twice as much in state grants.

With its five sub-programs, the EDF has met the needs of businesses of various sizes and
industry types in the County. Recipients represent the diversity of County businesses and range
from a major employer to a hair salon. The EDF is an effective avenue through which the
County demonstrates its commitment to nurturing a supportive environment for businesses.
Moreover, highly-targeted programs such as EDFGLP and TGP have been instrumental in the
County’s efforts to maintain its competitive advantages. The EDF also enables DED to cultivate
long-term relationships with recipient businesses. DED makes frequent contacts with recipient
businesses for annual performance monitoring purposes. In doing so, DED intercepts early

market intelligence on company’s activities, and receives feedback on overall business climate of
the County.

Despite these positive aspects, low levels of funding remain a challenge to the EDF.
Since 1999, TGP has not received a new infusion of funds. In order to continue to provide the
funding crucial to the growth of early-stage technology companies, DED has been using
appropriations from EDFGLP. This in turn, often restricts the DED’s ability to provide
financial incentives to the businesses pursued by the County for attraction or retention.

The current level of staff support is extremely limited. There are more than 250
businesses in the EDF portfolio for two program staff members to track for retention and annual
performance monitoring purposes. As such, often times, we are not in the best position to

intercept companies’ trouble and proactively assist them. DED is currently evaluating options to
remedy the situation.

2) Recipient Selection and Terms. How does DED determine which companies receive a
loan or a grant, and how are the terms and conditions of the financial assistance

decided? What information does the company have to provide during the application
process?
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EDF program applications are screened and evaluated using the following criteria:
» Risk assessment: What are the chances of not retaining or attracting a prospect

company if a financial incentive is not offered? How valid are other competing
jurisdictions’ offers;

Fiscal impact analysis: Would this project have a positive fiscal impact for County?

¢ Technology and commercialization feasibility analysis: Is the proposed technology
proprietary? What is the market trend of this technology?

» Financial history and projections: Has the business been profitable? How has it been

funded?

¢ Company and management background: Who is the key management? What are
their backgrounds?

e Credit worthiness and debt repayment capacity analysis ~ Is the business principal
credit worthy? Does the company have the ability to service debt?

* Analysis of the strategic significance of a project — What is the strategic objective of
using the EDF? Is it retaining or attracting a business, providing an anchor tenant to a
large development project, or spearheading revitalization efforts?

Specifically, for EDFGLP transactions, DED gives priority considerations to the
prospects with significant employment growth as well as significant capital investment potential,
and the ability to leverage existing State and private sector financing programs. A company is
required to submit a copy of its executed lease for space in the County, verify the number of
employees in the County (and/or provide evidence of relocating employees from other region),
and submit a registered copy of Articles of Incorporation in order to receive funds. Because
EDFGLP is mainly driven by emplcyment, recipients are required to adhere to job goals. If a

company fails to reach these goals, either a portion or the entire grant will be converted to a loan
payable to the County.

A TGP applicant is required to submit a business plan and, financial statements incliding

a balance sheet and an income statement. A TGP applicdtion is rigorously screened using the
following criteria:

o Characteristics and proprietary position of the product(s) or service(s).

¢ Present and future markets for those products or services.

e Strategies for achieving and maintaining significant market penetration.

o Financial history and projections including balance sheets, income statements, and
cash flow statements.

o The background, experience and financial commitment of the company principal(s)
and key management personnel.

o Statement of the amount, timing and projected use of the County’s assistance and any
co-venture capital.

e Projected employment growth, and/or other positive economic impacts that the
County’s assistance will facilitate.

A TGP recipient is required to maintain a majority of its business interests for five years
after it receives a financial assistance from the County. Otherwise, it 1s required to repay the
County the entire grant amount. A TGP transaction is usually structured as a conditional grant.
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A grant is converted to a loan bearing the interest rate of 15% when a recipient generates agreed
upon annual revenue (usually $1-$3 million) or obtains agreed upon equity financing (usually
$1-$4 million) within five years after County’s financial assistance. If a business relocates a
majority of its business interests after the grant is converted to a loan, it is required to
immediately pay the outstanding principal balance and all accrued interest.

Small Business Revolving Loan Program

DED evaluates Small Business Revolving Loan applications using the following criteria:
the need for capital, company’s debt service capacity, and potential revenue increase due to the
injection of loan proceeds, collateral coverage, business/principal’s previous credit history,
management capabilities, and economic impact to the County. An applicant is required to
submit to DED three years of business tax returns, two years of perscnal tax returns, interim
financial statements, and a completed personal financial statement. For start-up companies or
existing businesses with a major expansion plan, a business plan is often required.

Loans are typically structured with a six month to a year of moratorium on principal and
interest payment, a repayment period up to five years and an interest rate fixed at the prime rate.
In most cases, a personal guarantee by the business principal(s) is required. For monitoring
purposes, DED requires that the borrower submit federal and state tax returns annually. Ifa
company sells or closes its business, or relocates a majority of its business interests outside the

County before a loan is completely repaid, it 1s required to repay the County the entire principal
balance and all accrued interest.

Impact Assistance Fund Program

The principal criterion used for a funding decision is whether a business has experienced
a decrease in revenues due to a County-initiated development, re-development or revitalization
project. All businesses wishing to be considered for this program must provide supporting
documentation evidencing that the business has been adversely impacted.

If a company relocates its business outside the County, or the sale or transfer of a
majority of its assets, ownership, or management control triggers the business to close its
operation for any reason other than bankruptcy within three (3) years of disbursement of the
grant proceeds, the company is required to immediately repay the County the entire grant amount.

Micro-enterprise Loan Program

In order to be considered for a loan from the Program, the applicant must provide DED
with the current personal financial statement, two years of personal returns, and a business plan.
DED also requests business tax returns for the applicant that has been in business for more than a
year. The application and supporting documents are reviewed by a loan review committee.

Before an application is submitted to the loan review committee, DED performs due diligence
using the following criteria:

Review the borrower’s debt payment history and outstanding financial obligations;
e Evaluate the borrower’s business skills and experience;

o Understand the specific purpose of the loan;
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= Understand the sources and plan for repayment;
e Evaluate all collateral and back-up sources of repayment; and

s Verify that the loan’s purpose, sources of repayment, and collateral are acceptable,

reasonable, practical and accomplishable within the normal framework in which the
borrower operates.

Loans are typically structured with a six month moratorium on principal and interest
payment, a repayment period up to three years and an interest rate fixed at the prime rate plus 2-
4%. In most cases, a personal guarantee by the business principal(s) is required. For monitoring
purposes, DED requires a borrower to submit federal and state tax returns annually.

3) Accountability and monitoring of loan/grant conditions. How does DED ensure that the
conditions of a loan/grant from the EDF are met (e.g., creation of a certain rumber of
Jjobs, remaining in the County for a certain period of time)? If the conditions are not met,

how does DED ensure repayment? Has the County ever waived the conditions of an
agreement?

EDFGLP requires recipient companies to adhere to specific job creation and retention
goals and to remain in the County for a minimum number of years after receiving a grant/loan
(typically five years). Each recipient company enters into a legally binding Economic
Development Fund Agreement (EDFA) with the County. EDFA stipulates specific performance
milestones and contains claw-back conditions if the milestones are not achieved.

After the disbursement of the EDF grant/loan, DED staff moenitors the status and progress
of EDF recipients through the following vehicles:

» Require recipients to submit annual verification documents as stated in EDFA.
Examples of required documents include employment reports, financial statements,
tax returns, and evidence of capital investment in the County.

¢ Collect information on real estate and personal property taxes paid by recipients each
year.

s Regularly conduct site visits, make phone calls, and monitor company websites.

* Request a copy of press releases from recipient companies.

s Monitor news reports from local business journals, newspapers, and the Internet. -

DED annually collects and reviews each EDF recipient company’s unemployment
insurance contribution reports and other pertinent documents to monitor satisfactory performance
and adherence to each company’s EDFA. The measurement period and duration of monitoring
differs for each company depending on the nature of each transaction. For example, if a
company is required to retain 50 employees and create 50 new jobs within three years of
receiving a financial assistance from the County, the retention of 50 employees will be verified
prior to the disbursement of the funds. The creation of 50 jobs, however, will be monitored at
the end of the performance monitoring period (typically three-year job creation period) or on
each anniversary date of EDF fund disbursement during the three-year period.

If the conditions are not met, DED will recall a part or the entire amount of the grant/loan
pursuant to the terms of EDFA. If the recipient cannot make the entire amount of the recalled
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grant/loan in onz lump sum payment, then a promissory note and other legal documents will be
executed and monthly or quarterly loan repayments will be arranged.

The County has waived the conditions of EDFA on a few cases based on extenuating
circumstances. An example is the loan made to Mayorga Coffee Roasters that was later forgiven
with the approval of DED and the Department of Finance, and consent from the County
Attorney’s Office. The loan was forgiven due to the collapse of the revenue base caused by the
Silver Spring Gateway Project. This project was initiated by the County and JBG Companies.
Although EDFA conditions have seldom been waived, DED frequently grants recipients
additional years to achieve the original goals specified in EDFA. For the 13 EDF transactions
over $200,000, no conditions of EDFA have been waived. The chart in the following page
shows detailed information on the 13 EDF transactions over $200,000.

Page 18 of 28
(32



MONTGOMERY COUNTY, MARYLAND
Economic Development Fund
EDF Transactions over $200,000 (1995 through

NI

R

Wheaton Plaza Regional $6,000,000
| Shopping Center years from the opening date,
easement to grant the County
non-exclusive right to use 400
parking spaces in the garage for
public parking.

2 | Marriott International, Inc. | $3,000,000 FY99 Attain 3,700 jobs, then forgive All conditions had N/A
$1M; attain 3,500 jobs, then been met and the
forgive another $1M; 4,200 jobs | conditional loan was
for two consecutive years before | converted to a grant,
2013, then forgive the remaining
$IM.

3 | Bethesda Cultural Alliance | $1,875,000 FY04 Not to cease operations of the Still under monitoring | N/A

(BCA) theater for more than 18 months,

equipment properly insured,
submit annual reports, a full
voting position on the Board of
BCA,

4 | Qiagen Sciences, Inc. $1,100,000 FY99 Stay in the County for 10 years, | Still in the County. $451,041 was repaid due to |

' create at least 80% of the Created 177 new jobs. | a failure to adhere to the

projected 300 jobs by the end of | 123 jobs short of the job goal. Case closed,
fifth anniversary of the loan job goal.
disbursement date. ‘

5 | Acterna, LLC $1,100,000 FY00 Build a new HQ building in Company filed for Sent to the County
Germantown, add 626 new jobs | bankruptcy in 2003. Attorney's Office for
to its 717 job base and maintain | Company is still collectior. $110,000
1,500 by the end of 2005. headquartered in collected. Case closed.

Germantown.
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Communications, Inc

ta in the

e . h i
County for 10 years
and add 364 new jobs to its 740
job base through 2008.

Job goal

met. 1,606 jobs were
reported at the end of
2008. The grant will
be permanently
forgiven on the 10°
year anniversary date
in September 2009.

and add 523 jobs to its 907 job
base.

7 | Choice Hotels 500,000 FY99 Stay in the County for 5 years All conditions had N/A
International, Inc. and add 42 new jobs to its 283 been met. The
job base through 2007. conditional grant was
permanently forgiven.

§ | Medlmmune 500,000 FYO01 Stay in the County for 5 years, All conditions had N/A
add 102 new jobs to the 311 job | beenmet, A
base by 12/31/2003 and conditional grant was
maintain 438 jobs through 2005. | permanently forgiven.

9 | SODEXHO MARRIOTT 250,000 FY98 Stay in the County for 5 years, All conditions had N/A
create 150 new jobs and been met. Conditional
maintain 350 jobs through 2003 | grant was permanently

. forgiven.

10 | Acacia 200,000 FY97 Stay in the County for 5 years Job goals had not been | $49,000 was recalled due
and relocate and maintain its 265 | met. $49,000 was to non-compliance. The
jobs through 2002. converted to a loan. amount was paid off. Case

- closed.

11 | BioReliance Corporation 200,000 FY98 Stay in the County for 5 years, All conditions had N/A
generate additional 162 new jobs | been met. The
and maintain 457 jobs through conditional grant was
2003. permanently forgiven.

12 | NASD 200,000 FY98 Stay in the County for 5 years Short by 146 jobs. The converted loan was

$21,666 was converted
to a loan.

paid off by NASD. Case
closed.
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3y

$ 200 000 Stay in the County through 119 JObS were reported
2010, employ and retain 108 at the end of 2007.
jobs through 2010, capital However, the
investment of $6M by 2007 company filed for
bankruptcy in fall of
2008.

Senttothe-County T
Attorney's Office for
collection. Case still open.

4) FY10 budget — EDF by Sub-Program

A pproved FYIO Bud et EDF b Sub—Pro

200 OOO

Beginning Balance $ E S 1000005 50000]$ $ $
Revenues
From General Fund 3 233,100 | $ - 3 - 3 50,000 | $ - $ 133,340 | § 416,440
Loan Repayment $ 40,000 | $ 15,000 | $ 131,000 | $ - $ - > - |'§ 186,000
Investment Income $ 50,000 ! b i 3 E&“&%ﬁﬁé&%ﬁ $ 50,000
State Grant 3 - 3 $ - b $ -
Total FY09 Resources (line 4+5)| $ 323,100 ] $ 15,000 t $ 231,000 | $§ 100,000 ( & 50,000 $ 133,340 { § 852,440
Appropriation/Expenditure $ 138,100 { § 200,000 | § 231,000 | $§ 100,000 | 50,000 | § 133,340 | § 852,440
Projected Fund Balance $ 185,000 | § (185,000)] $ - b - b - M - $ -
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C. Marketing and Ouitreach

1)

Measuring Results. How does DED define “success” and measure the results from the
Department’s marketing and outreach activities?

Depending on the medium and outreach method, different outcome measures are tracked.

The following illustrates the typical gauges for measuring success in marketing and outreach
programs:

]

2)

Trade Shows: Number of pre-scheduled and onsite prospect meetings, number of follow
up calls and meetings, number of successful closures.

Conference and Conventions: Number of prospect meetings, leads generated at the
booth, number of follow up calls and meetings, number of successful closures.
Training Events and Seminars: Number of attendees, survey results, follow up calls to
verify attainment of objectives by the attendees.

Networking Event: Leads generated, quality and quantity of intelligence gathering
International Missions: Number of successful match-making between County and
foreign companies, number of prospects developed, number of successful closures.

Webinar: Number of attendees, quality and quantity of intelligence gathering, number of
prospects developed.

Description of Activities. Describe in more detail the array of marketing, outreach, and
business support services currently provided by DED.

The above activities in targeted industries are conducted throughout the year with local,

regional, and national level.

In particular, what is the division of DED’s marketing and outreach efforts focused

on businesses/entrepreneurs currently located in Montgomery County vs. businesses
not yet located in the County?

Historically, DED’s marketing and outreach program efforts (staff resource and

expenditure) were allocated approximately 65% on businesses/entrepreneurs currently located in
Montgomery County and 35% on businesses not yet located in the County. Since the second

half of FY08, DED is allocating over 80% of resources to businesses/entrepreneurs cuirently
located in Montgomery County. '

Is workforce development a part of the marketing program? If so, is it possible fo
place an estimated dollar amount on this effort?

Although DED’s Workforce Investment Services division has separate program partners and
outreach programs to inform the general public and the target audience, we partner frequently
to inform general public and business communities of DED and County’s programs.
Workforce Annual Award Ceremony attended by over 300 businesses is a good example.

Annually, approximately $30-$40,000 is spent towards the workforce development part of
the marketing program.
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3) Recommendations for changes fo improve efficiency or effectiveness. Does DED have
any specific recommendations for improving how the Department conducts marketing
and outreach activities?

The Department of Economic Development, like almost all businesses and public-sector
agencies, finds that funding for marketing and advertising has largely evaporated. Consequently,

the department is engaging in a number of activities to create a coordinated marketing and
outreach strategy, as outlined below:

L Improving the department’s Web presence (see individual milestones)
a. Frequently refreshing content on department’s home page (being done now)
b. Making use of Web 2.0 elements
1. Producing podcasts highlighting department activities and successes of
‘ county businesses (already engaged)
ii. Sending out press releascs and media advisories through Twitter
(exploring)
iii. Using blogs to better connect with the county’s business community
(exploring)
1. Blog posts to promote programs and services, as well as to discuss.
business best practices
2. Making use of moderated comments section so that department’s
customers can provide feedback and share self-identified best
practices with peers
iv. Allowing business development specialists to use LinkedIn, Facebook,
etc., to better connect to and interact with the business community, both
locally and globally (engaged on limited basis, looking to expand)
c. Sending targeted e-mail newsletters to promote the county’s programs and
services (in planning)
d. Search engine optimization techniques to make it easier to get word about the
county out to site selection professionals and county businesses alike (under way)
e. Launching a cutting-edge Web site outside county portal site for attraction of
outside businesses via site selection consultants (request for exception being
submitted)
II. Expansion of “I Am Montgomery” program as a vehicle for enhanced outreach to

county businesses, as well as an advertising medium to a national and global audience
(under way)

III.  Better use of RSS feeds to allow target information (press releases to reporters, etc.)

D. Locally-Funded Contracts

The table below lists the locally-funded contracts managed by DED. While the Division of
Workforce Services also manages three coniracts funded by County revenue, they have been
excluded from the list because a large portion of each contract is funded by state and federal
grants and many of the services provided are mandated by federal law.

Contracts managed by the Department of Economic Development - FY(09
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Conference and Visitor's Bureau 695

Marketing and

Non-competitive .
P Business Dev.

Non-competitive

Latino Economic Development Corp. 255 (3 Community Business .
Grants) Empowerment
. Non-competitive )
Alliance for Workplace Excellence 60 (Community Grant) ‘Workforce Services
. Memorandum of Business
Small Business Development Center 50 Understanding** Empowerment
CoStar Realty Information, Inc. 28 Non-competitive Marketing and

Business Dev.
] i Marketing and
logy C 2 - t )
Technology Council of Maryland 5 Non-competitive Business Dev.
‘ Non-competitive Marketing and
MD tC 5 ! .
/lstael Development Center 2 (Community Grant) Business Dev.
World Trade Center Institute 25 Non-competitive Mar?cetmg and
Business Dev.
Montgomery County Weed Control* 10 Non-competitive Ag Services
( TOTAL $1,173
\

Source: FY09 Non-Competitive Contract List (FY09 Operating Budget); Department of Econormic Development
*Contract amount is $32,000; $22,000 funded by Department of Transportation budget

**DED entered into an MOU with the University of Maryland for the Small Business Development Center Network.

DED administers a number of contracts that are both competitive and non-competitive.
Most of DED’s non-competitive contracts are community empowerment grants, which are
awarded by the County Council to organizations that submit applications during the annual
budget process. Once the organization is awarded a grant, an administering department is
identified and charged with writing, managing, and monitoring the contract with the award
recipient, following the County’s good procurement practices.

In FY09, DED was assigned grants for the Latino Economic Development Corporation
(three grants), the Alliance for Workplace Excellence, and the Maryland Israel Development
Center. The department works to accommodate the requests of the organization without
compromising the County’s regulatory guidelines. As the administrator of these grants, DED
faces challenges in terms of helping awardees understand that they must provide all of the
information required as part of their contracts. Items like outcome measures, detailed budgets
and schedules are often daunting to recipients. In addition, timing is often a factor because many
of the organizations expect the funding to be available on July 1¥, with or without a contract.

Where appropriate, DED ensures that most contracts have compensation tied to the submission
of a report that must be accepted by the County prior to payment.
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For each of the contracts:

1) Measuring Results. How does DED define “success’ and measure the results from each
of these contracts?

Community Empowerment Grants — The contracts include a separate section for reporting,
which helps to ensure that the program’s results match the original intent of the proposals. There
1s an inherit challenge to evaluating those results if the grantee’s proposal is vague or non-
specific in terms of its prograin and/or delivery of services. If a proposal is not realistic in terms
of time of service delivery, cost, or program execution, DED will work with the grantee to

develop a deliverable program and then aligns reporting requirements around the refined scope
of services and schedule of activities.

Conference and Visitor’s Bureau — The contract with the CVB includes reporting sections that
require the CVB to comply with Section 52-16 (Room and rental fransient tax), of the
Montgomeryv County Code, by submitting a report of their use of County fundsunder this
Contract no later than March 1* of every contract year. The CVB must also obtain approval
from the County for their annual strategic tourism sales and marketing plan. The CVB also
submits an annual report detailing its marketing activities for the prior fiscal year. That report is
due to the County within four (4) months of the end of each County fiscal year.

Small Business Development Center — The department measures the outcomes for this MOU
through close communication with the University of Maryland’s program director. The intent of

the MOU is to coordinate small business technical assistance for Montgomery County companies
and individuals interested in starting a company.

The SBDC is required to submit quarterly reports to the County:
» The number of Montgomery County persons referred and assisted;
» The number of persons attending training; and,
= The data for each Microenterprise Loan Program applicant referred to the SBDC by
the County for additional support. SBDC provides the County with specific details on
the follow-up and types of assistance provided.

Three success stories detailing the specific outcomes for each of the three clients
served.

In addition, the SBDC will report on the following outcomes, in aggregate, for the reporting
period:
» total number and dollar amounts of loans obtained by clients through SBDC
assistance;
» number of new businesses started;
» number of jobs created.

Technology Council of Maryland — The Tech Council provides the County with an opportunity
to expand and exchange ideas of common interest ranging from forming public policy on

biotechnology issues to creating technology initiatives that will increase job creation in
Montgomery County.
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The collaboration between the County and the Tech Council is vital to atiracting and retaining
major biotechnology and IT companies and to strengthening the communication between the
private and public sector in Montgomery County. The Tech Council’s scope of services requires

several deliverables, and compensation is directly tied to the reporting requirements. Reports are
due semi-annually.

World Trade Center Institute — The Contract with the World Trade Center Institute provides
the County with an opportunity to network internationally through a number of focused high-
profile events. The collaboration between the County and the World Trade Center Institute is

vital to stimulating the global expansion of companies in Montgomery County. The contract

requires a semi-annual report. The partnership between the World Trade Center Institute and the

County is important because rapid changes in the global market require constant attention. The
WTCI helps DED adapt quickly to these changes.

Montgomery County Weed Control — The Montgomery County Weed Control contract
contains a reporting clause that requires the organization to submit on or before June 30™ each
year a uniform accounting system based annual report. As part of the annual report,
Montgomery County Weed Control must submit a summary of activities including property
owners contacted, a record of acres sprayed, the amount of chemicals applied, and the total
acreage known to be using control or eradication practices. The success of the contract is based
on the work completed within the budgeted allocations from both the County and the State
Department of Agriculture, and adherence to the State laws regarding weed eradication.

CoStar Realty Group, Inc. — This contract is a license agreement that does not require CoStar
to report its progress to the County. The County depends on the online software to provide the
necessary information based on the agreed scope of services written into the contract. The
success of the contract is measured in the availability and ease of access to the system on a

regular basis, which allows the assigned users to gain access to the data and reports generated by
the program.

2) Selection. How are the contract recipients selected and what justifies the contracts being
awarded non-competitively?

Community Empowerment Grants: (Latino Economic Development, MD/Israel .
Development Center, and Alliance for Workplace Excellence) - DED has no control over the
selection of the grantees for the Community Empowerment Grants. The County Council

identifies the award recipients based on the proposals that are submitted during the annual budget
process.

Conference and Visifor’s Bureau (CVB): In 1993, the County Council approved a resolution
designating the CVB as the entity charged with promoting Montgomery County. The Council
passed legislation entitling the CVB to 3.5% of the revenue collected from the room rental

transient tax. DED was assigned to oversee the CVB and created a contract to disburse the
revenue-based funds.
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Small Business Development Center — DED has enjoyed a long working relationship with the
- University of Maryland’s Small Business Development Center. SBDC is an important public
asset that has provided small business technical assistance to local companies for several years.
This MOU with SBDC supports the County’s mission to grow small, diverse businesses. DED
chose the SBDC because they are uniquely positioned to provide a wide range of small business

technical assistance services to 2 diverse group of individuals seeking assistance as opposed to

other organizations that focus on niche markets. Equally important, the County’s grant leverages
Federal grants at a ratio of 1 to 4 plus.

CoStar Contract — CoStar is uniquely positioned as the largest supplier of property information
and the only company that offers detailed information on tenant occupancy. All of the major
brokerage firms use CoStar for their commercial real estate database needs, and the County has
followed suit to meet the growing and diverse needs of our prospects. CoStar is a valuable tool
that Business Development Specialists use when working with active prospects. In addition, the
CoStar database provides data on tenant lease expirations, which the department uses to identify
potential prospects for retention and/or expansion within the County.

- Technology Council of Maryland — The Tech Council is identified as a non-competitive
contract because this is the only membership organization of its kind. Montgomery County was
_the prime entity in creating the Technology Council of Maryland. It is a non-profit organization
created to expand and exchange ideas of common interest ranging from public policy on
biotechnology issues to creating technology initiatives that will increase job creation in the
County. The collaboration between the County and the Technology Council of Maryland is vital

to attracting and retaining biotechnology and IT companies to the County, and strengthens the
comrmunication between the private and public sector. '

World Trade Center Institute — The selection of the World Trade Center Institute was based
on the organization’s unique access to, and contacts within, the international business and
governmental communities. During the last five years, several organizations attempted to fill the
void by offering international networking opportunities to clients and members. Organizations
like the Suburban Maryland International Trade Association have been unable attract the right
audiences. Conversely, WTCI events range from intimate gatherings with seasoned experts such
as the chairman of BAE Systems, to signature events like Embassy Day that assemble over 600
people with expertise in international business development, relations, trade, and governmental
affairs. As a leader in international business education and outreach, WTCI provides the highest
level of access to an extensive network of sister WTCI’s that span around the globe.

DED reviewed the contract with the World Trade Center Institute during the FY10 budget
process, and decided to reduce the amount of funding for the upcoming program year. DED will
participate in a few key events to ensure a presence in the international business community.

Montgomery County Weed Control — Maryland state law requires the control and eradication
of noxious weeds. Pursuant to Agriculture Article, Title 9, Maryland Annotated Code,
Montgomery County desires to provide a program for the control and eradication of Johnson
Grass, Shattercane, Thistles and Multi Florarose within the County. The State Grant that the
County has with the Maryland State Department of Agriculture identifies Montgomery Weed
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Control as the qualified organization to perform the control and eradication services for the
County. The organization was created specifically for the purpose of supporting the County’s

effort to control the spread of noxious weeds identified as threats to County lands, which is the
reason the vendor is identified as a non-competitive contract.

3) Recommendations for changes to improve efficiency or effectiveness: Does DED have
any specific recommendations for changes to how these contract dollars are spent?

The Department of Economic Development (DED) evaluates the effectiveness and
efficiency of its contract expenditures on an ongoing basis throughout the year. For contracts
where DED itself has crafted the scope of services and contract objectives, there are clear
performance benchmarks against which the department assesses results. In order to ensure that a
similar level of performance outcomes and accountability can be applied to the Community
Empowerment Grants (CEGs) DED is asked to administer, we recommend that the award
process for the CEGs be modified. We believe that a DED representative should be included on
the evaluation committee for the CEG proposals it will be responsible for administering.

Currently, DED is not a part of the Council’s grant review process for CEG applications
that are in the general economic development area. DED staff does not have an opportunity to
evaluate an applicant’s capabilities or to assess whether a proposed program or service is likely
to be effective or achieve the desired impact; to determine whether it duplicates existing services

or will serve a target market; or if the proposed budget is appropriate.

As currently structured, when a CEG is assigned to DED to administer, staff do not have
the ability to modify the scope of services if they believe that no positive results can be derived
out of the grant as it is structured. If DED cannot be involved in the grant review and approval
process, we recommend that the Council grant the department authority to renegotiate CEG

scopes of services and budget line items if it believes this is necessary to achieve the desired
outcomes.

DED has had a few experiences where it believed the grant recipient did not use CEG
funds prudently, but the department was unable to do much to improve the result other than to
report about it after the fact. In one case, a grant recipient used $12,000 for a cultural networking
event attended by less than 35 people. When questioned by DED staff, the grant recipient argued

that the Council had approved its budget and proposed use, and as such they had the right to use
the funds as for this purpose.



THE DEPARTMENT OF ECONOMIC DEVELOPMENT:

REVIEW OF BUDGET AND STRATEGIES
OFFICE OF LEGISLATIVE OVERSIGHT REPORT 2009-8 / FEBRUARY 3, 2009

The purpose of this study is to enhance the County Council’s oversight of the County’s economic
development expenditures, and assist the Council to establish future funding priorities for the
Department of Economic Development. The Council’s request for the project evolved from the Planning,
Housing and Economic Development Committee’s interest in knowing more about DED’s spending and
how newly proposed projects fit into an overall economic development strategy for the County. In
December 2008, the County Executive transmitted to the Council his new economic development strategy
titled, A Vision for Economic Development in Montgomery County.

DEFINING AND MEASURING THE OUTCOMES OF ECONOMIC DEVELOPMENT PROGRAMS

There is no universal definition of an economic development program. Across the country, numerous
types of public and private entities sponsor activities and projects intended to create or retain jobs, grow
the tax base, and/or improve the quality of comununity life. Economic development organizations offer a
wide range of services including: marketing and promotion; grants, loans, and other types of financial
assistance for businesses; training and mentoring; and information sharing. Three strategies encompass
most economic development activities:

Importing growth strategies focus on attracting investment from outside the region.
Growing from within strategies focus on nurturing businesses already in the locality.

Retaining jobs/business strategies focus on counteracting forces that threaten the viability of local
businesses.

The research literature contains few examples of rigorous outcome evaluations of state and local
government economic development programs. Measuring the effectiveness of an economic development
program requires establishing a cause and effect relationship between a program and its outcomes. With
economic development programs, it is extremely difficult to determine whether measured results, such as
the number of new jobs or size of tax base expansion, are due to the program or caused by external
factors, such as business cycles, tax policies, or natural firm growth. In addition, the cost of such
evaluation is often perceived to outweigh its benefits, especially if there is a lack of political interest in
conducting a review that might reveal negative results.

RESOURCES AND BUDGETS MANAGED BY DEPARTMENT OF ECONOMIC DEVELOPMENT

In FY09, the County’s Department of Economic Development (DED) manages funds appropriated in both
the operating and capital budgets that total $19.8 million. DED’s personnel costs account for 28% of the
resources managed by the Department; other expenses, such as grants, loans, contractual services, and
capital projects, account for nearly three-quarters (72%) of this total. The multiple budget approvals that
account for these resources include:

e $10.5 million approved in DED’s departmental operating budget. The County funds 76% of
DED’s budget, with the balance (24%) of funds coming from state and federal grant funds,
primarily for workforce development activities.

e $3.6 million approved in other operating budget accounts. This includes appropriations to the
Economic Development Fund, Non-Departmental Accounts for the Conference Center and the
Conference and Visitor’s Bureau, and three Community Grants.

e $5.7 million in the capital budget for planned expenditures in FY(Q9 for three CIP projects
administered by DED: the Life Sciences and Technology Centers, a Music Venue in Silver Spring,
and Agricultural Land Preservation Easements.




DEPARTMENT OF ECONOMIC DEVELOPMENT - ORGANIZATIONAL STRUCTURE AND FUNCTIONS

The Department of Economic Development consists of a Director’s Office and five program divisions.
The workyears (WYs) and general functions of each division are as follows:

e The Director’s Office (4.4 WYs) provides strategic planning and supervision to the department,
staffs several committees and task forces, and administers several CIP projects.

e The Division of Finance, Administration, and Special Projects (9.0 WYs) admiristers DED’s
procurement and budget functions, and manages finances for the Economic Development Fund, the
Business Innovation Network, and other special programs.

¢ The Division of Marketing and Business Development (10.0 WYs) conducts marketing, outreach,
and other activities to attract new businesses and retain existing businesses.

¢ The Division of Business Empowerment (11.0 WYs) provides support services to the County’s
small- and minority-owned business community and staffs the County’s five business incubators.

e The Division of Agricultural Services (9.8 WYs) supports the agricultural community, works to
preserve the County’s farmland, and staffs the Soil Conservation District and Cooperative Extension.

¢ The Division of Workforce Services (6.0 WYs) provides career services at One Stop Centers in the
County (primarily through contracts) and offers recruitment services for employers.

MAJOR PROGRAMS AND ACTIVITIES FOR BUSINESS GROWTH AND EXPANSION

Among the three divisions responsible for strategies to develop and support County businesses, DED
allocates a majority of its staff and resources to the following programs and activities:

The Business Innovation Network (the County’s incubator program) provides office space at or below
market rent, support services, priority access to financial assistance, and networking opportunities to
serve emerging advanced technology, life sciences, and/or professional services companies. DED
operates five incubators, located in Shady Grove, Silver Spring, Wheaton, Rockville, and Germantown,
and plans to build a sixth incubator in the Fairland/White Oak area. In FY09, planned expenditures of $2
million for the program include operating expenses of $1.3 million and DED staff costs of $640K.

The Economic Development Fund is a fund that provides assistance to private employers. The Fund’s
revenue sources are: the County’s general fund, loan repayments, investment income, and state grants.
In FY09, loan repayments are expected to account for about 25% of the Fund’s revenues. In FY09, planned
expenditures of almost $2 million include $1.8 million for financial assistance and $122K in DED staff
costs. Since it began in FY96, the Fund has assisted 242 businesses and disbursed nearly $28 million.

Marketing and Outreach Activities. DED engages in numerous marketing, networking, and business
education activities, using a blend of in-house staff and contracts. These activities are designed to attract
new businesses and retain or grow existing businesses. Some examples of these activities are: funding
event sponsorships; participating in conferences and trade shows; organizing trade missions to other
countries; and staffing various business task forces and committees.

CIP Projects. DED administers five projects, with scheduled FY09 expenditures totaling $5.7 million, in
the current FY09-14 CIP. The current projects are: Life Sciences and Technology Centers, the Germantown
Business Incubator (completed in Oct. 2008), a Music Venue in Silver Spring, Agricultural Land
Preservation Easement, and Adventist Healthcare. DED is also exploring the feasibility of a multi-use
sports arena.
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MONTGOMERY COUNTY’S ECONOMIC DEVELOPMENT TAX CREDIT PROGRAMS

Montgomery County offers four tax credits to encourage qualifying businesses to locate or expand in the
County. These tax credits are authorized in State law and implemented by local action in the form of a
law, application, or Council Resolution. The Enterprise Zone tax credit was authorized in 1985; the New
Jobs and Enhanced New Jobs tax credits in 1998; and the Arts and Entertainment District credit in 2002.

Tax credits are foregone property tax revenue that would otherwise be available to the County’s General
Fund. In FY08, these credits total approximately $3.4 million.

MONTGOMERY COUNTY'S ECONOMIC DEVELOPMENT STRATEGIC PLANS: 2004 AND 2008

In December 2008, the County Executive transmitted to the Council a strategic plan titled A Vision for
Economic Development in Montgomery County. The document sets forth goals for DED and recommends
action items for each goal. As currently written, the Vision does not include cost information or establish
funding priorities among the dozens of action items listed.

The County’s previous economic development strategic plan, (approved by the Council in 2004) had
defined economic development more broadly to include transportation infrastructure, housing supply,
and the general quality of County life. When County Executive Duncan transmitted the earlier strategic
plan to the Council, he explicitly requested that the Council adopt the plan. In contrast, the 2008 Vision
focuses on DED programs and projects, and does not include a specific request for Council action.

THEMES FROM OLO’S REVIEW OF STATE AND LOCAL ECONOMIC DEVELOPMENT STRATEGIES

OLO'’s assignment from the Council included research on “best practices” in state and local economic
development. While OLO found little hard empirical evidence to demonstrate the efficacy of local
government economic development programs, including those that are heralded as innovative and
award-winning, OLO identified three themes across current local economic development programs:

Communities are making increasing use of the Internet to make economic development services readily
available to businesses and entrepreneurs. Many state and local economic development organizations
provide searchable market and demographic data on-line. For example, the website of Milwaukee 7
features an interactive map that allows users to search available land and buildings and view satellite
images, street-level photos, listings of nearby businesses, and statistical data for specific properties.

Communities are adopting collaborative economic development strategies that involve joint multi-
jurisdictional programming and/or greater coordination with the private sector. In many communities,
economic development is a collaborative and/or regional effort. For example, “Select Greater
Philadelphia” is a regional marketing organization that promotes corporate expansions and relocations in
eleven counties in Pennsylvania, New Jersey, and Delaware.

Communities are targeting economic development programs to specific industries, populations or
policies. Many strategies target resources to certain industries or disadvantaged populations. For
example, the Bilingual Health Care Career Pathways Partnership in Chicago trains members of the Latino
community to supply local health care providers with bilingual health care professionals.

OLO also found jurisdictions that are reevaluating their economic development programs or investments.
New York State recently tightened eligibility and accountability standards for a longstanding business
incentive program; the City of Concord, California discontinued its business incubator program; and the
City of Lowell, Massachusetts is currently reassessing its business plan for a publicly-funded arena that
has run a deficit each year since it opened in 1998.
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RECOMMENDATIONS

The Office of Legislative Oversight offers five recommendations for Council action. The recommendations
aim to enhance the Council’s oversight of the County Government’s economic development expenditures,
and assist the Council to establish future funding priorities for the Department of Economic Development.

Recommendation #1: In making funding decisions, act with the knowledge that the outcomes of
economic development programs are difficult to predict and measure.

The true impact of most state/local government economic development programs is very difficult to
measure reliably. Despite this fact, the Council should continue to insist on measures of program costs and
anticipated results. When presented with these data, OLO recommends the Council should consistently ask
for the details behind the analysis (including all assumptions), and remain mindful that there is rarely going
to be proof positive that a result occurred only because of the County Government’s activities or investment.

Recommendation #2: Ask the County Executive for a companion document to the Vision for Economic
Development that provides the costs of the action items and places them in
priority order.

To enhance the value of the Vision for Economic Development as a tool for Council fiscal decision-making, OLO
recommends that the Council ask the County Executive to provide a companion document that:

e Provides cost data on the action items, including estimates of any future year fiscal impacts;

e C(learly indicates which action items could be accomplished within DED’s current allocation of
resources and which require new funding; and

e Places the goals and specific action items in order of funding priority.

Recommeridation #3: To prepare for FY10 budget worksessions, identify specific DED programs for
closer scrutiny.

Assuming that the Council wants to focus its attention on the largest portions of the DED budget funded
with County revenue, OLO recommends the Council, working collaboratively with the Executive, pursue a
more detailed review of the total costs, outputs, and results (to the extent available) associated with the
Business Innovation Network; the Economic Development Fund; the various DED contracts funded by local
revenue; and DED’s outreach and marketing activities.

Recommendation #4: Request a follow-up report that focuses on the history, current use, and
administration of the County’s four economic development tax credits.

In FY08, the value of the four tax credit programs that the County offers as incentives for qualifying
businesses to locate or expand in the County totaled about $3.4 million. Given the Council’s commitment to
examining all expenditures during the upcoming budget season and given that tax credits translate into lost
revenue to the County, OLO recommends the Council ask for a follow-up report on these tax credits.

Recommendation #5: Explore opportunities for increased Internet use, collaboration with outside
partners, and greater targeting of economic development program dollars.

Based on a compilation of information about economic development programs around the country, OLO
identified these three emerging themes in state and local practices. The County’s Department of Economic
Development already engages in each of these practices to some degree, yet OLO recommends that the
Council use its budget oversight role to discuss further opportunities for the Department to create
efficiencies in economic development spending.
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Office of Legislative Oversight Report 2009-8, The Department of Economic Development: Review of Budget and Strategies
Page B-3, Revised 2/6/09

Table 1: Incubator Network Overview and FY09 Costs and Revenues

A | Year opened 1999 2006 2007 2008
County leases County sub-leases
. County and o County and facility from
B | Present Ownership MEDCO County facility from MEDCO Montgomery
Westfield
College
County assumes County assumes o
) 10-year lease, 3% . 20-year lease, 3%
. . sole ownership : sole ownership ;
C | Ownership Condition - None annual escalation . annual escalation
upon retiring debt until 2014 upon retiring debt until 2026
in 2018 in 2032
Total Project Capital $9.45 milli(?n $2.5 millio'n $300,000 $6.6 milliqn $6.7 m'ill'ion. $25.55 @lliop
D Cost ($850,000 in ($900,000 in (All County ($900,000 in ($2.95 million in (85.9 million in
County funds) County funds) funds) County funds) County funds) County funds)
E | Facility Size 56,000 sq.ft. 22,000 sq.ft. 12,000 sq.ft. 24,000 sq.ft. 33,000 sq.ft.

F | Total Cost $1.761 million $384,586 $456,753 $853,893 $1.193 million

147,000 sq.ft.
$4.549 million

G | Total Revenue (H+I) $1.911 million $364,586 $468,753 $603,893 $812,901 | $4.161 million
H County Funding $653,275 $102,377 $341,218 $450,973 $427915 $1.976 million
Expected Revenue - -
I from Tenant Rent $1.258 million $262,209 $127,535 $152,920 $384,986 | $2.785 million
j Projected Year-end $150,000 -$20,000 $12,000 -$250,000 -$280,000
Balance (G-F) (85% occupied) (70% occupied) (43% occupied)

Note: MTDC’s surplus cannot be used to offset the loss of other incubator due to reserve requirement imposed by the Bond Trustee.
Source: Department of Economic Development



Table 2: Detail — FY09 Incubator Network Costs and Revenues

A | Debt Service Approx. $460,000 None None | Approx. $390,000 None | Approx. $850,000

B | Lease Payment None None $230,000 None | Approx.$660,000 | Approx. $680,000

C | County Personnel Costs $253,275 $102,377 $100,778 $89,973 $94,045 $640,448

D ‘éggti:i"“"l Operating $1,047.653 $282.209 $125,975J $373.920 $338,856 $2.169 million
TOTAL COST v e .

E (FGHHT) $1.761 million $384,586 $456,753 $853,893 $1.193 million $4.549 million

F (Tlgg‘)"L County Funding $653,275 $102,377 $341,218 $450,973 $427,915 $1.976 million

G County Operating Grant $400,000 None $240,440 $361,0000 $333,870 $1.335 million

H | County Personnel Expense $253.275 $102,377 $100,778 £89,973 $94,045 $640,448
Expected Revenue from - g

I | Tenant Rent $1.258 million $262,209 $127,535 $152,920 $384,986 $2.785 million
T VENUE

J (F(E)AL RE $1.911 million $364,586 $468,753 $603,893 $812,901 $4.161 million
FY09 Year-end -$20,000 -$250,000 -$280,000

K Projection (F+I-E) $150,000 (85% occupied) $12,000 (70% occupied) | (43% occupied)
Rent Revenue @ full - ' 7

L | (95%) occupancy* $1.297 million $268,501 $153,122 $424,637 $631,785 $2.775 million
Projected Year-end

M | 4, ected fearmen $189,347 -813,708 $37.587 $21.717 -$33,201

&)

Balance at full occupancy

*Revenue from rent paid by incubator tenants
Note: MTDC’s surplus cannot be used to offset the loss of other incubators due to reserve requirement imposed by the Bond Trustee.
Source: Department of Economic Development
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FY09-10 CROSSWALK - CE REC

Economic Development

General Fund

RefID Title

OMB Recommend

PC OE co Total § wY FT PT Rev.Chg. 1xAmt
FYQ9 Original Appropriation 5,077,990 2,870,590 0 8,048,580 44.6 48 3 -
Maintenance Level Crosswalk
M1 Increase Cost: Annualization of FY09 Personnel Costs 17,780 0 0 17,780 0.0 0 0
M2 Increase Cost: FY 10 Compensation (BPREP Accumulator 113) 0 0 0 0 0.0 0 0] -
M3 Increase Cost: Annualization of FY09 Operating Expenses 0 0 0 0 0.0 0 0 -
M4 Decrease Cost: Elimination of One-Time items Approved in FY09 0 0 0 0 0.0 0 0 -
M5 Increase Cost: Annualization of FY09 Lapsed Positions 0 0 0 0 0.0 0 0 -
M6 Decrease Cost: Retirement Incentive Program (RIP) Savings (24,220) 0 0 (24,220) 0.0 0 o] -
M7 Decrease Cost: Central Duplicating Deficit Recovery Charge 0 (690) 0 (690) 0.0 0 o] -
M8 Technical Adj: Conference Center Position to DED 104,820 0 0 104,820 1.0 1 0 -
M9 Technical Adj: Conference Center Workyear and Expenses to NDA (104,820) 0 0 (104,820) (1.0) 0 0 -
M18 Technical Adj: Workyear adjustment to tie to BPREP 0 0 0 o] 0.1 0 0 -
M99.A Increase Cost: Retirement Adjustment 5,660 0 0 5,660 0.0 0 0 -
M99.B Increase Cost: Group Insurance Adjustment 4,720 0 a 4,720 0.0 0 0 -
M99.D Increase Cost: Service Increment 53,330 0 0 53,330 0.0 0 0 -
M88.E Increase Cost; Motor Pool Rate Adj. (Load in subobj 3300) 0 770 0 770 0.0 0 a -
M89.Ha Decrease Cost: Records Management Adj. (Load in subobj 3120) 0 (20) a (20) 0.0 0 0 -
M99.Hb Increase Cost: inter-Office Mail Revenue Ad] (Load in subobj 3160) 0 250 0 250 0.0 0 0 -
M99 .He Increase Cost: Printing Charges Adj. (Load in subobj 3149) 0 1,860 0 1,860 0.0 0 0 -
M99.Hd Decrease Cost: Mail Charges Adj. (Load in subobj 3198) 0 (1,010) 0 (1,010) 0.0 0 0 -
Subtotal §7,270 1,160 0 58,430 0.1 1 0 -
Reduction ltems
R1 Eliminate: Vacant Positions - Business Empowerment (161,240) 0 0 (161,240) (2.0) 2) 0 -
R2 Eliminate: Intellectual Property Center Program 0 (80,000) a (80,000) 0.0 0 0 -
Subtotal (161,240) (80,000) 0 (241,240) (2.0) 2 o -
Additional Reduction Items
D1 Shift: Personne! Costs for Agricultural Services to CIP (788911) (69,200) 0 0 (69,200) (0.4) 0 0 -
D2 Shift: Costs for Weed Control from the General Fund to CIP (788911) 0 (10,000) 0 (10,000) 0.0 0 0 -
D3 Shift: Deer Donation and Ag Initiatives from General Fund to CIP 0 (30,000) 0 (30,000) 0.0 0 0 -
(788911)
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FY09-10 CROSSWALK - CE REC

Economic Development

General Fund

Ref ID

Title

OMB Recommend

PC OE co Total $ WY FT PT Rev.Chg.  1xAmt
D5 Decrease Cost: Cost to Incubators — Reduce Operating Subsidy for 0 (106,290) 0 (106,290) 0.0 ] 0 - -
MTDC and Rockvilie Incubators
D7 Shift: Allocate 15% of Workforce Services Senior Financial Specialist ta (17,340) 0 0 (17,340) (0.2) 0 0 - -
Admintstrative Grant under WIA
D8 Decrease Cost: Abolish - Vacant Office Services Coordinator Postion (70,260) 0 o] (70,260) (1.0) (1) 0] - -
Dg Decrease Cost: Reduce World Trade Center Institute (WTCI} 0 (15,000) o] (15,000) 0.0 0] 0 - -
Sponsorship and Some Activities
Subtotal (156,800) (161,290) (] (318,090) {1.6} (1) 0 - -
Competition List Items
C1 Add: Greater Washington Initiative Funding 0 25,000 0 25,000 0.0 0] 0] - -
C4 Increase Cost: Germantown Business Incubator- To sustain operating o] 50,000 0 50,000 0.0 0 0 - -
costs
C5 Increase Cost: Rockville Innovation Center- To sustain operating costs 0 50,000 o] 50,000 0.0 0] 0 - -
Cc6 Increase Cost: Wheaton Innovation Center- Increase in rent 0 34,830 0 34,830 0.0 0 0 - -
Subtotal 0 159,830 0 159,830 0.0 0 0 - -
Base Budget
81 Decrease Cost: Lapse (50,000) 0 0 (50,000) (0.5) 0 0 - -
Subtotal {50,000) 0 0 (50,000) (0.5) 0 0 - -
FY10 TOTAL RECOMMENDATION: 4,767,220 2,890,290 0 7,657,510 40.6 46 3 - -
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FY09-10 CROSSWALK - CE REC

Economic Development

Grant Fund - MCG

Ref ID Title

OMB Recommend

PC OE co Total $ WY FT PT Rev.Chg.  1xAmt
FY09 Original Appropriation 75,790 2,624,210 0 2,700,000 1.0 t 0 - -
Maintenance Level Crosswalk
M1 Technical Adj: Abolish grant funded position from Workforce Services (75,790) 75,790 0 0 (1.0) (1) 0 - -
and shift expenditures to operating expenses under Workforce
Investment Act (WIA)
Subtotal (75,750) 75,790 ] 0 (1.0} M o - -
MARC Crosswalk
T1 Enhance: Workforce Investment Act funded wth Federal Economic 0 1,169,860 0 1,169,860 0.0 0 0 1,168,860 1,169,860
Stimulus Grant Funds
T1.a Enhance: Summer Youth Employment Program funded with Federal 0 170,000 0 170,000 0.0 0 0 170,000 170,000
Stimulus Youth Workforce Grant Funds (programmatic use dependent
upon regulatory guidelines yet to be established by U.S. DOL and MD
DLLR)
T2 Shift: Allocate 15% of Workforce Services Senior Financial Specialist to 17,340 0 0 17,340 0.2 0 0 - -
Administrative Grant under WIA
T2.a Shift: Decrease in Operating Expenses to Allocate 15% of Workfarce Q (17,340) 0 (17,340) 0.0 0 0 - -
Services Senior Financial Specialist to Administrative Grant under WIA
Subtotal 17,340 1,322,520 0 1,339,860 0.2 0 0 1,339,860 1,339,860
FY10 TOTAL RECOMMENDATION: 17,340 4,022,520 0 4,039,860 0.2 0 0 1,339,860 1,339,860
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FY10 Operating Budget
Department of Economic Development
Information Requested
Submitted: April 8, 2009

Department

Provide an Organizational Chart of the Department.

Attached

Marketing and Business Development

1. Provide a description for the $25,000 added for the Greater Washington Initiative

The Greater Washington Initiative is a regional organization charged with promoting the
Greater Washington area as an ideal location for locating or expanding business. The County
has been a funding partner in the past, but eliminated funding in FY06 because of budgetary
pressures. However, during the current fiscal year, GWI has reached out to the County to
develop future strategies to better market the County’s assets in bio-science, IT, and
nanotechnology. With its new Executive Director Matt Erskine, GWI has been focusing on
developing a more focused localized marketing program based on the profiles of member
counties, within the framework of regional marketing. The County Executive was presented by
the GWI, and believes that the renewed partnership will benefit the County.

The funding is only a fraction of the $125,000 that the County contributed in the past, but the
$25,000 is an appropriate level of support to begin rebuilding the partnership effort. With very
limited marketing funds in DED, the $25,000 appropriation will provide access to GWI’s
important contacts and services to help market the County.

2. Provide a description of the proposed FY10 Marketing Plan and highlight any major changes
in the program.

1) DED is currently finalizing its marketing and business development plan for FY10.

The details on focus areas, selected means of data gathering, trade show/convention attendance,
networking and partnership events, ad placement plan, and associated costs will be finalized in
early May, 2009.

3. Provide a description of the FY09 Marketing Program accomplishments and on how the
marketing funds were spent.

The department marketed Montgomery County in a variety of coordinated ways during FY09.
The Division of Marketing and Business Development took the lead in developing marketing
and advertising. A number of printed collateral pieces were developed during the period. A
full-color, glossy piece to attract direct foreign investment was created prior to the County’s
business development mission to China and South Korea in October, 2008. The piece
highlights the assets that make the County attractive to international companies. In addition,
testimonials from two of the businesses featured in the “I Am Montgomery” advertising and
marketing campaign were included.



Another full-color, glossy piece was produced to market the County’s Business Innovation
Network of incubators. The brochure features photographs of the facilities and highlights
features unique to each of the five facilities. Now in its third printing, the brochure is a popular
and important tool used by all Incubator staff.

A number of ad placements were made during the fiscal year. These are itemized in the table

below.
Vendor Amount Description
Gazette 6,232 | AT&T Ads, Leadership Montgomery
| Gazette 7,500 | AT&T National Preview
Conway Data Inc. 2,880 | Site Selection - Mid Atlantic Regional Review
Conference & Visitor's Bureau 2,500 | Full Page Ad - Visitor's Guide
Gazette 1,760 | Inside Rockville
Gazette 5,020 | Inside Montgomery, Workforce Development (2 ads)
Mid-Atlantic Real Estate 295 | 1/2 page ad
Gazette 6,500 | Market Facts and Market Facts Sponsorship
Gazette 2,800 | MD Business Champions
Gazette 2,800 | MD Bioscience Champions
Gazette 555 | Quarter-page (paper)
Gazette 555 | Quarter-page (paper)
Maryland Life 1,600 | Half-Page in special 2009 Bio conference issue
Washington Chinese Gazette 600 | Series of 10 color banner ads
Minority Business and Consumer Directory 750 | 1/2 page ad
Total 42,347

The majority of advertising was done in the locally based Gazette of Business and Politics. A
tew of the full-page ads that ran in the noted supplements featured some of the larger “I Am
Montgomery” companies, but—since the publication is local—many of them were used to
reach out to the County’s business community regarding the Business Innovation Network, the
Micro-Enterprise Loan Program and the 2008 annual workforce awards breakfast.

The department made inroads in FY09 into taking the County’s message to a broader audience,
nationally and globally. The department was able to get a deeply discounted rate for a half-
page ad in Site Selection Magazine, as national publication that targets one of the department’s
principal audiences. Mid-Atlantic Real Estate Magazine reached out to the department in
January, and offered a special rate for a placement in their annual economic development
edition. DED received a three-quarter page placement in addition to editorial content that
wrapped around the ad.

Finally, Maryland Life Magazine, a full-color lifestyle magazine with a focus on business
offered a discounted rate on an ad to be placed in a special edition of the magazine that will be
distributed at the 2009 Bio International Convention in Atlanta, Georgia in May. The
department is partnering with the Maryland Department of Business and Economic
Development to have a presence at the convention, and a DED presence in the magazine, which
will be distributed there, will increase the County’s visibility to international convention
attendees.



4. Provide FY09 accomplishments and updates and FY10 Budget figures for the following and
how proposed FY10 funding compares to FY09 funding (include funding of other events/entities
not listed)

AT&T National — Tiger Woods Golf Classic

FY09 Budget - $30,000

FY09 Cost - $57,500 (DED $37,500 and the State DBED grant for $20,000)
FY10 Budget - $30,000

As a Skybox Hospitality Sponsorship sponsor, the County receive:

a. Twenty-Five (25) Skybox credentials each day (100 total). Thursday — Sunday
(good for admission to the Skybox & grounds areas).

b. Full lunch service, afternoon hors d’oeuvres, and beverage service provided
from 11:00 am until play ends each day (Thursday — Sunday).

c. Two (2) staff badges (clubhouse & grounds, good Wednesday — Sunday).

d. Fifteen (15) hospitality parking credentials each day (Thursday — Sunday).

e. Complementary tournament programs and daily pairings guides.

f. Opportunity to purchase an additional eight Skybox credentials each day

(Thursday — Sunday) at a cost of $200 per ticket.
g. Two (2) total complimentary invitations to the 2009 Media Day Press
Conference and Golf Outing (date TBD).

Since Tiger Woods will be playing in this year’s event, we expect the economic impact of the
event to be in the range of $20-$25 million. Detailed economic impact analysis will be
performed upon conclusion of the event, and upon submission of the attendance record from
the tour organizer.

Biotechnology Annual Event — Atlanta, Georgia
FY09 Budget - $75,000,

FYO09 Estimate - $70,000

FY10 Budget - $75,000

DED expects to generate over 250 leads during the three day event, and 40 individual pre-
arranged business partnering meetings. Full outcomes will be available in mid-June 2009.

International Trade Missions
FY09 Budget — $38,000
South Korea/China Mission in October, 2009

In October 2008, DED undertook a CE-led international business development mission to
South Korea and China. Four DED staff and 20 County-based businesses participated in the
mission. The mission:
* Promoted Montgomery County as the SMART location for Chinese and Korean
companies seeking strategic opportunities in North America;
* Developed partnerships with the Korea Health Industry Development Institute
(KHIDI), the body responsible for setting and implementing Korea’s life sciences

policy; and with Pudong, China’s fastest growing local economic region.



» Held events and private meetings attended by over 165 companies in Korea and 90
in China.

Updates: DED continues follow up on key leads generated from the mission. In March DED
received a reciprocal delegation visit from Suzhou municipality (CHINA). In May, DED will
meet again with Simcere Pharmaceuticals, one of China’s largest pharma companies.

India trade mission in February, 2009

Pradeep Ganguly participated in the Global IT Opportunities session at the IndiaSoft 2002
conference, marketed the County, and conducted interviews on behalf of the State Department
of Business and Economic Development to identify an individual to represent the State of
Maryland in India. The trip was partially funded by the Department of Business and Economic
Development for $1,500. Total costs for the trip were approximately $3,500; however, the
audit office is still reviewing the costs, and the total amount of the trip will be determined
before the end of April.

B1O/Med Conference, Tel Aviv Israel, June, 2009
FYO09 Budget: $2,500 (for staff travel, per diem and incidentals)
FY10: TBD

For the first time, DED was able to renegotiate the terms of the Community Empowerment
Grant with the recipient to alter part of the scope of services and budget line items to
implement a scope of services that DED believed is necessary to achieve the desired outcomes.
DED has included, under contract with the MIDC (Maryland Israel Development Center—
recipient of $25,000 in FYQ9), BIO MED program. Following is an excerpt from the contract:

» The Contractor must partner with the County at the Israel BIOMED Conference in
June, 2009 in Tel Aviv. The Contractor must provide booth space for the County to
exhibit and greet visitors and provide a full conference registration for a County
Department of Economic Development staff member to participate. The County is
responsible for all non-local travel expenses for County employees attending the
Conference. The Contractor must, on behalf of the County, provide and coordinate
through its Israeli consultant, Trendlines, at least 15 meetings during the Conference
with Israeli companies who are considering a U.S. presence and/or Israeli
companies that currently have joint locations in Israel and Montgomery County.

World Trade Center Institute
FY09 Budget: $25,000, FY09 Cost: $25,000
FY10 Budget: $10,000

WTCI, the largest international business network in the Mid-Atlantic region and host of
Maryland’s premier international business events, has been a key county partner for the past
several years. In FY09, DED partnered with WTCI on Embassy Day, the organization’s
signature event, held annually at the Marriott Conference Center. This year’s event attracted:
» 550 local/regional business; and
» Diplomats from 75 foreign embassies.

Updates: In addition to Embassy Day, WTCI continues to expand its presence in Montgomery

County. They have held a number of international networking events here, including:



= “Taste of” Series (Taste of Business in Ireland) Feb 09
= Presidents’ Series (President’s Circle with Pradman Kaul of Hughes Network
Systems) Apr 09

WTCI continues to expand its outreach to the County’s Business Innovation Network and has
seen significant increases in BIN tenant membership.

Chinese Biopharmaceutical Association (CBA)

In FY09, DED partnered with CBA to assist in laying the groundwork for the County’s China-
focued business development activities. CBA was founded 13 years ago in Montgomery
County by Chinese scientists, researchers, and professors. The organization now has a national
membership, although its strongest base is here in Montgomery County. The organization is
committed to facilitating biopharmaceutical-focused collaborations between the U.S. and
China. DED Partnership with CBA includes:
= Participation at annual conference (Guangzhou Fall 2009)
» (CBA'’s unique position to serve as one of our key bio links to China.
" Access to expertise of CBA members, many of whom pursue parallel
careers/businesses in the U.S. and China and are connected with the top officials at
bio parks across China.

Updates: CBA continues to contribute to our China-focused business development activities.
* In December 2008, CBA member and President of Germantown-based Sirnaomics,
Patrick Lu joined DED in hosting a delegation from Suzhou Industrial Park (SIP).
* CBA facilitated a second visit of SIP officials to the Maryland Technology
Development Center (MTDC) in March 2009.

Economic Advisory Council (EAC)

FY09 Budget: $0

FY09 Costs: under $500 for refreshments during meetings
FY10 Budget: $0

The Montgomery County Economic Advisory Council (EAC) was created in 1981 to advise the
County Executive on economic development matters, and fiscal, management and budgetary
issues. EAC helped shape County’s economic development strategies and policies in the past.
It was instrumental in developing strategic plans for economic development, attracting Johns
Hopkins University and the University of Maryland to the County, and stimulating the
formation of the County’s High Technology Council and Conference and Visitors’ Bureau.

Despite these accomplishments, the EAC’s role has become limited in recent years. The
County Executive decided to re-institute EAC in December, 2008 in order to keep with his
commitment to engage all segments of the County’s business community in shaping economic
development strategies and policies. The revamped EAC’s roles and responsibilities are
different than those of the past. The County Executive expects the current EAC to filter the
ideas or recommendations from various task forces and business groups to County leadership.
In addition to these duties, EAC undertakes such assignments and programs as designated by
the County Executive. Since the EAC addresses sensitive issues, all EAC discussions are kept

confidential.
(=7



The EAC is comprised of 28 members who represent a cross-section of the County’s
businesses. It meets every other month for one and a half hour, and is chaired by Sol Graham,
President and CEO of Quality Biological, Inc. EAC had the first meeting on January 29, 2009
and the second meeting on March 31, 2009. The next meeting is scheduled for May 7, 2009.

Technology Council of Maryland (TCM)

FY09 Budget: $25,000,

FY09 Cost - $30,000 (Includes the purchase of dues payment for the Incubators Tenants for
$5,000)

FY10 Budget: $30,000

Following services are required as a part of the contract with TCM for $30,000.

1. The TCM must provide the County with three (3) complementary passes to use
interchangeably between DED staff and staff of incubator companies, and/or access to all
TCM seminars, events, etc., for the duration of this Contract and any renewal terms
including events taking place in Montgomery County, Maryland. In addition,

a. The TCM must provide two 2) complementary passes to the Leadership dinner in
Annapolis.

b. The TCM must provide three (3) complementary passes for the CIO/CTO dinner.

c. The TCM must provide three (3) complementary passes for the Holiday Ball.

2. The TCM must allow the County to display promotional literature at their Montgomery
County events for the duration of this Contract and for any renewal term.

3. The TCM must provide the County with a list of attendees including name, organization,
phone, address and email for each of the Contractor’s events taking place in Montgomery
County, and must provide the list on a monthly basis. The County commits to using these
lists solely for internal purposes, and will not share it externally. The County will provide
the TCM with a list of the incubator tenants on a monthly basis, and the TCM commits to
using the list solely for internal purposes and will not share it externally.

4. The TCM must allow the Director of DED to attend the Contractor’s Council’s Board of
Directors meetings, and must give at least one week’s prior notice to the County of the date
of the Board of Directors meetings.

5. The County must be given recognition on Montgomery County specific publications and
materials (electronic or print version), which are produced by the Contractor. This may
include brochures at events, promotional web pages and signage where appropriate

6. The TCM must provide the County with three (3) complimentary tickets to the annual MD
Bio Forum in a timely way to allow for appropriate registration procedures.

7. The TCM must provide the County with a full table to the Contractor’s Annual Awards

Dinner. The TCM must formally invite the County Executive and incorporate the County
Executive into the program upon request by the County when the event takes place in

Montgomery County.



Biosciences Task Force

FYO09 Budget: $0

FYO09 Costs: under $500 for refreshments during meetings
FY10 Budget: $0

The Biosciences Task Force was established by the County Executive in early FY09. It is
chaired by former MedImmune CEO David Mott, and is comprised of 35 biotechnology CEOs
and academic and federal research institution leaders, as well as representatives from the
Maryland Department of Business and Economic Development and Tech Council of Maryland.
The group’s charge is to recommend direction, strategies and actions to help the County
leverage its assets more effectively to become a global leader in life sciences, clinical research,
and translational research and product delivery.

The Task Force has met three times to date, and sessions have included expert presentations
and group discussions. In the first session, task force members discussed the County’s
strengths and assets, as well as weaknesses that impede its ability to achieve the vision
articulated above. The second session addressed technology transfer and commercialization,
and the perceived challenges of working with federal and academic tech transfer offices. The
third session examined the key elements that contribute to the type of dynamic, entrepreneurial
environment that has made the bioscience clusters in California and the Boston area so
successful. Task force members identified a risk-averse, regulatory-oriented culture,
dependence on government funding for R&D and a lack of serial entrepreneurs and seasoned
management teams as key issues that need to be addressed to enhance the County’s biotech
community.

Task force members are currently working with DED staff to craft a strategy to address these
weaknesses and leverage the County’s strengths, and expect to have a final, vetted strategy by
September, 2009.

Green Initiative Task Force

FY09 Budget: $0,

FYO09 Cost: $42,500 for consultant
FY10 Budget: $0

In mid-FY09, the County Executive appointed a Green Economy Task Force to create a green
economic development strategy. Task force members include business, financial and academic
leaders, elected officials and members of professional organizations. The task force is chaired
by Dick Wegman, an attorney and long-time advocate of environmental issues.

The Green Economy Task Force will provide expert guidance and input as the County
organizes and targets proper investments, policies and partnerships that will nurture its nascent
green industry cluster. This strategy will generate economic, environmental and social value
for the County’s businesses, residents and the region as we combat climate change and protect
natural resources and ecosystems worldwide. The task force’s work is coordinated with the
Sustainability Working Group’s Climate Action Plan.

The task force is staffed by County employees in the Department of Economic Development
and the Department of Environmental Protection. In addition, the County has hired a small



team of consultants who were chosen through an RFP process last fall. The FY09 cost is
$42,500 to retain the consultant. It is anticipated that this amount will be sufficient to complete
the Green Economy Task Force’s work.

Business Empowerment

1. Provide information on the status of all incubators: ownership structure, funding sources,

county staffing, programs, expenditures, tenant information (Number of tenants, business type,
length of stay, location after graduating, MFD data), etc.

Most of the Incubator Network related information has been already provided to the Council
for the OLO report.

Workjorce Services Division

1. Summarize Workforce Development programs and accomplishments for FY09

Services are provided to individuals and businesses. Accomplishments for individuals include:

a. MontgomeryWorks delivery system is on track to provide services to more than 13,000
job-seekers in FY(09

b. Providing more than 250 ex-offenders with work skills necessary to seek re-entry
employment opportunities thus providing them with the chance to avoid committing
future crimes. This work has been supported by a grant from the Governor’s Office on
Crime Control and Prevention, which expires this year. Efforts are underway to gain
support from other sources.

c. Obtained a grant from DLLR to work with HHS on providing subsidized employment
for a number of recipients within the Temporary Assistance for Needy Families (TANF)
program.

d. Aanticipating moving the Montgomery Works LakeForest One-Stop Career Center to the
Upcounty Regional Center by the end FY $9. This will provide more space to the
center, while saving rent payments.

Accomplishments for businesses include:

a. More than 458 businesses have received workforce-related business services as of
February 2009.

Describe the Workforce Development program proposed for FY10, and the plans for Federal
stimulus funds.
The programs offered through the Workforce system serve:

a. Dislocated workers — mostly workers that have been laid-off from their jobs and are
looking to re-enter the workforce with existing skills or re-enter workforce after
assistance with an upgrade in their skills;

b. Adults — mostly job seekers with significant barriers to unemployment many with
limited work history or education.

c. Youth — youth aged 16 — 21 that are low-income and require employment on a full-time
or seasonal basis; and businesses that need to find, retain, and train employees.

The economic stimulus funds are to be received one-time in the amount of $1,301,993 in FY09.
A supplemental request has been submitted to the Office of Management and Budget, and will

be scheduled with the Council as soon as possible to appropriate the funds so they may be

encumbered and spent. An amendment to the FY 10 budget was also included in the



supplemental appropriation to reduce the grant fund by the amount that was reported to the
County at the time of the FY10 budget publication.

The County has until June 30, 2011 to expend the funds, but the expectation is that the funds
will be used more quickly. One of the activities will be to provide summer work experiences to
youth, ages 14-24. (The economic stimulus legislation raised the age of youth from 21 to 24).
Funds for adults and dislocated workers will be used to expand training and other services

4 a1l

provided at the County’s One-Stop Career Centers.
3. Identify all Workforce Development funding sources for FY10.

FEDERAL WORKFORCE INVESTMENT ACT FUNDS

(ESTIMATED) $1,526,300
EARLY INTERVENTION (STATE/FEDERAL)YESTIMATED) 151,400
MARYLAND BUSINESS WORKS (FEDERAL) 47,000
DISABILITY NAVIGATOR (FEDERAL) (ESTIMATED) 156,860
RAPID RESPONSE (FEDERAL) (ESTIMATED) 5,000
MD SUMMER YOUTH (STATE/FEDERAL) (ESTIMATED) 9,518

TOTAL $1.896.078

MONTGOMERY COUNTY FUNDING

GENERAL ONE-STOP ACTIVITIES 122,000
ONE STOP FACILITIES 122,100
SALES & SERVICE CENTER 160,000
COUNTY GANG PREVENTION CONTRACTED POSITION 62,500
YOUTH PROGRAM 50,000
SUMMER YOUTH EMPLOYMENT 50,000
TOTAL $566.600
AG Services

1. Explain the shifting of costs to the Ag Easement CIP, especially the legal justification for
charging the fund for the Week Control and Deer Donation programs.

The Agricultural Services Division portion of the DED operating budget is 12.6 % of the total
and it is appropriate for the Ag Services Division to contribute to the County Executive’s 10 %
savings mandate for the FY 2010. With these percentages in mind, the County Executive
proposes the shift of certain agricultural programs from the operating budget to the Ag
Easement CIP. The state law requires that Agricultural Transfer Taxes be used by Counties to
purchase agricultural easements and that only 10 percent of the annual fund balance can be
used for administrative expenses for the program. In the early 1990°s Montgomery County
began to exceed the 10 percent threshold and this outcome contributed to a change in County
Policy. Prior to 1994, the investment income from the Agricultural Transfer Tax went to the
County General fund and was used for all county government expenses. Starting in 1994 the
investment income was applied back to the CIP project with the Agricultural Transfer Taxes.
The investment income for the project has been used over the years for easement purchases,
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1997 drought assistance, and administrative expenses addressed through the MOU between
DED and OMB. DED is currently working on a new MOU between OMB and the department
that will change the policy and expand the use of investment income beyond the administrative
costs and help us to maintain the level of service for agricultural programs while reducing the
impact on the general fund. There are no legal constraints with the use of investment income
for agricultural initiatives.

Ag Services is comfortable with including Deer Management and Weed Control because both
of these programs fit in with the objectives to support agricultural initiatives within the County.
Additionally, the alternative that the department is facing was the possible elimination of the
programs all together or agricultural services staff, and the decision to shift the program
provides the department with the opportunity to continue these important and required and
contractual services without imipacting the general fund. Again, prior to 1994, the investment
income of amount of $7.7 million funded everything from County roads to County schools so
there should be no question as to the specific use of the investment income, which will be
directly tied to agricultural initiatives.

Additional information attached to packet.
2. Provide a status report on the Deer Management Program

The Deer Donation Program encourages an increased, productive deer harvest by giving
farmers and hunters a convenient place to drop off deer taken above and beyond what can be
stored for personal use. The program was developed in response to farmer and hunter input
that articulated the nced for a deer donation or processing location within the County along
with public safety concerns related to the growing number of deer in the County due to the off
balance ratio of predator to prey. As of 2009, cars and trucks are the largest threat to deer in
Montgomery County. The deer population has been able to proliferate at a very rapid rate with
the availability of food sources even during the winter months when food resources are
normally scarce and the natural habitats for predators has eroded with increased development.

The program is entering its fifth year of operation, and continues to grow successfully as more
farmers and hunter opt to hunt and donate more deer, thus providing a valuable service to local
food banks, which are experiencing decreased levels of donations because of the economy. As
of February, 2009, the number of deer donated to the program is 150, which equates to
approximately 6,000 pounds of donated deer meat to food banks.

Deer Donation Program - Deer Collected and Pounds of Venison Donated

_2004-2005 Season » f 39 deer } 1,560 pounds
5-2005_2006 Season } 51 deer E 2,040 pounds
2006-2007 Season 85 deer ; 3,400 pounds
' 2007-2008 Season (through January 7, 2008) 1197 deer | 7,880 pounds
2008-2009 Season (through February 4, 2009) %150 deer % 6,000 pounds




Finance, Administration, and Special Projects

1. Explain the cost decrease of $106,290 for MTDC and Rockville and the operating cost increase

of $134,830 for the incubator program.

The department had requested as part of the FFI process additional funding support for the
incubators to cover increased rent costs and operating expenses. The County Executive
recommended increasing ihie Wheaton Innovation Center budget by $34,830 to cover increased
rent costs at the facility per the terms of the icase with Westfield. In addition, the County
Executive recommended an additional $50,000 each for the Rockville Innovation Center and
the Germantown Innovation Center to offset the increase in operating costs. The increased
appropriation will cover the increased operating costs.

The $106,290 reduction in the incubator results from DED displacing two out of five tenant
services coordinators (Contractor positions) that provide front desk and administrative support
to the Incubator tenants and County program staff at each of the five facilities. Currently, these
contract positions, hired through the management company, were paid from the revenues of the
respective incubator. Instead of displacing DED administrative staff to meet the required FY10
savings plan, DED recommended eliminating two contract positions while holding back
corresponding budget savings from the incubator grants. DED will transfer two existing office
services coordinators to fill the void.

Office of the Director

1.

Explain the large amount of miscellaneous adjustments at $247,520 within this division.

This adjustment reflects the transfer of two positions from the Marketing and Business
Development Division to the Director’s Office. The transfer included two positions that are
responsible for the department’s overall public information and communications outreach with
the public, other County agencies, and the County Council. Previously, the function of these
two positions was contained in Marketing and Business Development; however, the department
shifted the positions to ensure that public information was provided centrally through the
Director’s Office, and in close coordination with the County’s Public Information Office.



Conference Center

1. Provide a chart of expenditures and revenues budget for FY10 and estimated
expenditures/revenues for FY09, and the actual expenditures/revenues for FY08.

Conference Center-93017001

Sub-Object FY08 FY08 FY09 FY09 FY10
Operating Expenses Code BUDGET | EXPENSES | BUDGET | EXPENSES | BUDGET
Accounting/Audit Services 2000 50,000 18,900 - - 50,000
Printing/Mailing - - - - 10
Building
Maintenance/lmprovements 2201 100,000 - 100,000 - 100,000
Operating Losses/Other
Misc. Exp. 6999 350,000 346,663 354,300 324,480 362,270
Total Operating 500,000 365,563 454,300 324,480 512,280
Personnel Expenses
Salaries and Benefits Various 105,090 100,600 112,790 44 837 105,115
Total 605,090 466,163 567,090 369,317 617,395

FY08 FY08 FY09 FY09 FY10

Revenue BUDGET ACTUAL BUDGET YTD BUDGET
Land Rent M415 205,900 205,900 319,100 212,733 319,100
Net Operating Income* M909 1,913,400 851,000 | 1,405,000 1,395,002 | 1,220,415
Total 2,119,300 1,056,900 | 1,724,100 1,607,735 | 1,539,515
Revenue vs. Expenses 1,514,210 590,737 | 1,157,010 1,238,418 922,120

* This amount represents the funds that will be distributed by Marriott to the County after the

Incentive Fee and 20% set aside.

Rent is included at the rate of $26,591.67 per month for all 12 months.

FY09 Losses as of February, 2009 amount to $324,250 ($66,580 during Pd 7 and $257,670 in Pd 9)
Total NOI through February, 2009 amounts to $1,070,522, which.includes losses paid out through the operating

account

Revenue projections for the Conference Center are expected to exceed the FY09 budget - $1,500,000.

Conference and Visitor’s Bureau

1. Provide copies of the Conference and Visitor’s Bureau’s Annual Report for 2008, and FY10

Proposed Budget.

See attached.




2. Provide a chart of expenditures and revenues (including funding sources) budgeted for FY10,
and estimated expenditures/revenues for FY09, and actual expenditures/revenues for FY0S.

NDA - Conference and Visitor's Bureau - 993006001

Sub-Object FYO08 FY08 FY09 FY09 FY10
Operating Expenses Code BUDGET | EXPENSES | BUDGET | EXPENSES | BUDGET
3.5% projected amount 2096 644,350 714,011 695,450 349,173 692,650
Supp. Appropriation for Revenue
above FY07 MARC 32,440 32,440 - - -
Total 676,790 746,451 695,450 343,173 692,650

CE Recommended Budget included a $2,800 decrease based on Finance's projection for total revenue in FY10

Conference and Visitors Bureau of Montgomery County, Maryland

g
A

i

Public Revenues
Occupancy Tax $620,897.62 | $695,450 | $329,235.05 692,650 (3$2,800)
MD Office of Tourism Grant $91,469.50 $55,000 $26,521.50 $55,000 $0
AT&T Tournament Grant $19,300.00 $0 $0.00 $0 $0
Supplemental Funding $0.00 $0 $0.00 %0 $0
Private Revenues $0
Membership Dues $32,823.00 $30,000 $30,191.73 $30,900 $800
Membership Events $2,420.00 $5,000 $225.00 $5,200 $200
Miscellaneous Income $16,831.73 $1,500 $7,989.46 $1,500 g0
Visitor Center Revenues $0
Souvenir Sales $471.22 $3,000 $608.68 $3,000 $0
Marketing & Promotions Revenues $0
Hotel Reservation Service Commissions $121,575.50 $45,000 | $111,652.34 $75,000 $30,000
Cooperative Trade Shows $41,065.00 $9,900 $10,430.00 $9,900 $0
Coop Advertising/Print $9,798.00 $14,500 $10,530.00 $10,000 (34,500)
CVB Collateral Advertising $17,275 $40,000 $3,350.00 $35,000 ($5,000) |
Advertising Revenues on CVB website $0 $3,000 $0.00 $3,000 $0
Accounting/Payroll Services $25,505.54 $23,000 $17,823.69 $27,000 34,000
Advertising and Advertising Production $204,584.00 $181,800 $48,564.75 $178,990 ($2,810)
Brochure Distribution $250.00 $0 $0.00 $3,000 $3,000
| Consulting/Management $0.00 $1,000 $0.00 $1,000 $0
| Depreciation $3,016.00 $2,000 $0.00 $2,000 $0
Dues/Subscriptions $7,337.00 $9,389 $2,429.00 $7,000 ($2,389
EquipmentyR&M/ADMIN $856.00 $1,700 $9,149.10 $1,700.00 $0
Equip/R&M/NVIC $1,941.79 $2,700 $1,577.73 $2,700 $0
Insurance/Commercial & Board $2,903.95 $3,000 $1,090.25 $3,000 $0
Insurance/Health $24,416.25 $26,857 $13,148.25 $28,000 $1,143
Legal Counsel $0.00 $2,000 $0.00 $2,000 $0
Maintenance/ADMIN $5,165.31 $22,000 $3,538.00 $21,809 ($191)
Maintenance/VIC $2,926.71 $3,900 $2,601.52 $3,900 30
MINT Convention Database Subscription $5,136.00 $500 $0.00 $0.00 ($500)
Miscellaneous/Mileage/ADMIN $11,077.58 $8,500 $2,878.78 $8,500 $0
Miscellaneous/Mileage/VIC $0.00 $100 $0.00 $100 $0
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Pilot Marketing Program $67,473.60 $75,000 $19,027.21 $60,000 ($15,000)
Postage/Shipping/ADMIN $23,529.97 $25,000 $916.90 $17,000 ($8,000)
Postage/Shipping/VIC $672.77 $5,277 $140.08 $6,000 $723
Publications/Collateral $10,735.58 $62,089 $38,745.74 $57,500 {$4,589)
Promotions $59,377.97 $45,000 $6,909.95 $40,000 ($5,000)
Professional Development/ADMIN $2,060.59 $7,000 $842.37 $7,000 $0
Research $2,749.00 $5,000 $1,700.00 $6,000 $1,000
Salaries/Benefits Administration $238,059.76 | $249,000 | $146,710.19 $260,136 $11,136
Salaries/Visitor Center & Part Time Staff $11,444.13 $50,000 $6,792.75 $30,000 ($20,000)
Sales-International * $0.00 $10,000 $0.00 $9,650 ($350)
Sales - Meetings/Conventions Trade Shows $29,720.76 $29,205 $19,234.43 $34,885 $5,360
Sales - Group Tour Trade Shows $18,234.01 $8,740 $6,345.22 $1,875 ($6,865)
Sales - Sports Marketing Trade Shows $2,165.30 $8,480 $0.00 $3,725 {$4,755)
Sports Rebates/Group Housing Expense $30,000.00 $24,670 $38,232.61 $30,000 $5,330 |
Souvenirs/VIC $2,914.78 $2,000 $0.00 $2,000 $0
Supplies/ADMIN $7,315.11 $4,000 $2,782.80 $4,500 $500
| Supplies/VIC $345.33 $1,000 $140.22 $1,000 30
Technical Support $19,743.87 $11,000 $8,215.48 $13,000 $2.,000
Telecommunications/ADMIN $8,157.99 $6,000 $7,334.63 $6,000 $0
Telecommunications/VIC $2,067.50 $1,500 $1,500.98 $500 {$1,000)
Volunteer Rewards/VIC $453.33 $800 $0.00 $0 {$800
Website SEQ/SEM $30,320.00 $10,000 $0.00 $40,000 $30,000
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Proposal for County Policy
Administrative and Program Expenses for
Agricultural Land Preservation Programs

March 2009

Introduction:

Montgomery County has been actively involved in the field of Agricultural Land
Preservation since the late 1970’s. Nationally, Montgomery County is recognized as a
leader in the preservation of farmland by having the greatest percentage of agricultural
land protected by easements. In 2009, Montgomery County achieved its farmland
preservation goal of protecting over 70,000 acres of farmland. The purchase and
stewardship of protective easements cannot occur without the staff resources necessary to
get the job done. Given the long history and success of this program, the County
developed an easier and more consistent policy to charge administrative staff expenses
associated with this program. The current policy regarding the administrative expenses
associated with the agricultural land preservation programs was adopted in August 2003.
This proposal identifies the reasons for changing this policy to address the budget
reduction mandate for FY 2010.

Background:

The Agricultural Services Division portion of the DED operating budget is 12.6 % of the
total making it appropriate for the Division to contribute to the County Executive’s
savings mandate for the F'Y 2010.

Over the years the specific work years of the Agricultural Services Division charged to
the CIP have fluctuated with the cyclical tides of our economy. Please see the attached
chart titled (History of Ag Easement Funding). The chart shows the complete history
associated with the Agricultural Land Preservation CIP program starting in 1980. Future
changes in County policy that migrate administrative staff charges from the operating
budget to the CIP budget will need to be reconsidered when the economy improves.

Agricultural Transfer Tax and Investment Income

Prior to FY 1994, interest income from the Agricultural Transfer Tax collections in the
amount of $7.7 million was allocated to the County’s General Fund. In 1994, the County
changed its policy by authorizing the interest income derived from the County’s share of
Agricultural Transfer Taxes to be applied back the Agricultural Land Preservation CIP
for easement purchases. In FY1997 an implementation agreement between OMB, DED
and the Department of Finance was adopted where annual expenditures associated with
the Agricultural Land Preservation CIP would be adjusted for 90% in Agricultural
Transfer Taxes and 10% Investment Income.



This 90%-10% policy remained in effect until Y2003, when OMB and DED agreed that
investment income be used to fund 100 percent of the administrative expenses associated
with the project. The 2003 policy change simplified the practice of cost allocation for
administrative expenses and eliminated the need for time-consuming State reporting
requirements. The FY2003 policy was applied retroactively to encompass Investment
Income expenditures for FY2001, FY2002 and FY2003 and the Investment Income
expenditures were adjusted accordingly. This policy of 100% of 2.6 work years charged
to investment income remains in effect today.

Recommendation

The County Executive’s FY2010 Recommended Budget assumes the following increased
changes to the Agricultural Land Preservation Easement project No. 788911.

The total breakdown of expenditures in FY2010 is the following:

$292,000 Current CIP appropriation/expense: 1 wy BDS III, 1wy
BDSI,.6 WY MII

$69.000 4 work year MLS Manager 11
$30,000 Deer Donation Program

$10,000 Montgomery Weed Control Program
$£31.,000 Cooperative Extension Partnership

$432,000 FY 2010 Investment Income Expenditures

1. The future collections of agricultural transfer taxes and investment income are
difficult to project and therefore, it is recommended that all parties revisit this
issue and policy annually. This recommendation will ensure that levels of funds
from collections are sufficient to cover the identified expenditures. This
recommendation represents a new policy for FY 2010 that makes logical and
practical sense during these economic times.

Attachment: History of Ag Easement Funding

InvestmentincomePolicyProposal.doc



Ag Land Pres Easements -- No. 788911

Category Conservation of Natural Resources Date Last Modified March 12, 2009

Subcategory Ag Land Preservation Required Adequate Public Facility No

Administering Agency Economic Development Relocation impact None.

Planning Area Countywide Status On-going

EXPENDITURE SCHEDULE ($000)
Thru Rem. Total Beyond
Cost Element Total FY08 FYos 6 Years | FYO09 FY10 FY11 FY12 FY13 FY14 | 6 Years
Planning, Design, and Supervision 2,573 0 0 2,573 280 432 445 458 472 486 0
Land 19,183 0| 12,910 6,273 1,723 600 750 1,000 1,000 1,200 Q
Site Improvements and Utilities 0 0 0 0 0 0 0 0 0 0 0
Construction 0 0 0 0 0 0 0 0 0 0 0
Other 0 0 0 0 0 0 0 0 0 0 0
Total 21,756 0] 12,910 8,846 2,003 1,032 1,195 1,458 1,472 1,686 0
FUNDING SCHEDULE {$000)

Agricultural Transfer Tax 16,415 0] 10,142 6,273 1,723 600 750 1,000 1,000 1,200 0
Federal Aid 393 0 393 0 0 0 0 0 0 3] 0
investment Income 2,687 0 114 2,573 280 432 445 458 472 486 0
State Aid 2,261 0 2,261 0 0] 0 0 0 0 Q 0
Total 21,756 0] 12910 8,846 2,003} 1,032 1,195 1,458 1,472 1,686 0

DESCRIPTION

This project provides funds for the purchase of agricultural and conservation easements under the County Agricultural Land Preservation legislation, effective
November 25, 2008, for local participation in Maryland's agricultural and conservation programs. The County Agricultural Easement Program (AEP) enables
the County to purchase preservation easements on farmland in the agricultural zones and in other zones approved by the County Council to preserve farmland
not already protected by Transferable Development Rights (TDRs) easements or State agricultural land preservation easements. The Maryland Agricultural
Land Preservation Foundation (MALPF) enables the State to purchase preservation easements on farmiand jointly by the County and State. The Rural Legacy
Program (RLP) enables the State to purchase conservation easements to preserve large contiguous tracts of agricultural land. The sale of development rights
easements are proposed voluntarily by the farmland owner. Project funding comes primarily from the Agricultural Land Transfer Tax, which is levied when
farmiand is sold and removed from agricultural status. Montgomery County is a State-certified county under the provisions of State legislation which enables
the County to retain 75 percent of the taxes for local use. The County uses a portion of its share of the tax to provide matching funds for State easements.
Beginning in FY2010, a new Building Lot Termination (BLT) program will be initiated that represents an enhanced farmland preservation program tool to further
protect land where development rights have been retained in the Rural Density Transfer Zone (RDT). This program will use Agricultural Transfer Tax revenue
to purchase the development rights and corresponding TDRs retained on these properties.

COST CHANGE

investment Income was increased to fund administrative expenses and additional agricultural initiatives carmied out by the Agricultural Services Division.
JUSTIFICATION

Annotated Code of Maryland 2-501 to 2-515, Maryland Agricultural Land Preservation Foundation; Annotated Code of Maryland 13-301 to 13-308, Agricultural
Land Transfer Tax; and Montgomery County Code, Chapter 2B, Agricultural Land Preservation.

OTHER

Appropriations are based upon a projection of Montgomery County's portion of the total amount of Agricultural Transfer Tax, which has become available since
the last appropriation and State Rural Legacy Program grant funding. Appropriations to this project represent a commitment of Agricultural Land Transfer Tax
funds and State Aid to purchase agricultural easements. The Agricultural Transfer Taxes are deposited into an investment income fund, the interest from
which is used to fund direct administrative expenses (3.0 work years), the purchase of easements, and other agricultural initiatives carmed out by the
Agricultural Services Division. The program permits the County to take title to the TDRs. These TDRs are an asset that the County may sell in the future,
generating revenues for the Agricultural Land Presetvation Fund. The County can use unexpended appropriations for this project to pay its share (40 percent)
of the cost of easements purchased by the State. Since FY99, the County has received State RLP grant funds to purchase easements for the State through the
County. The State allows County reimbursement of 3 percent for direct administrative costs such as appraisals, title searches, surveys and legal fees.

Given changes to the Federal Program, Federal Aid funds are no longer programmed in this project.

FISCAL NOTE

Expenditures do not reflect additional, authorized payments made from the Agricultural Land Preservation Fund balance to increase financial incentives for
landowners.

OTHER DISCLOSURES

- The Executive asserts that this project conforms to the requirements of relevant local plans, as required by the Maryland Economic Growth, Resource
Protection and Planning Act.

APPROPRIATION AND COORDINATION
EXPENDITURE DATA State of Maryland Agricultural Land
7 v Preservation Foundation
Date First Ap;?ropnahon FYe9 (3000) State of Maryland Department of Natural
First Cost Estimate
FY10 21,056 || Resources
Current Scope . M National . rk and P .
Last FY's Cost Estmate 26,301 aryla'ndj ational Capital Park and Planning
z Commission
Appropriation Request FY10 892 Landowners
Supplemental Appropriation Request 0
Transfer 0
Cumulative Appropriation 14,912
Expenditures / Encumbrances 9,395
Unencumbered Balance 5517
Partial Closeout Thru FYo7 44,416
New Partial Closeout FYO08 5,286
Total Partial Closeout 48,702

County Council
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History of Ag Easement Funding

5% Purchased Interest Income wy Interest Income Total Percent of Interest Income
Fiscal Year County Collections Easements Collections clP Detail Expenses  County Expense Total Expense Transfers Qut  Balance
1980 $0 $0 -
1981 $0 $0 o
1982 $0 $46,322 [.a 0.8 .8 Rene Johnson
1983 $645,666 $81,057 = 0.8 .8 Rene Johnson
1984 $1,066,595 $128,408 E 0.8 .8 Rene Johnson
1985 $1,310,649 $217,663 u 08 .8 Rene Johnson
1986 $1,055,739 -$58,648 v 0.8 .8 Rene Johnson
1987 $1,981,859 $5,744 8 0.8 .8 Tim Warman
1988 $3,823,031 $0 8 18 .8 Tim Warman/1.0 Jeremy Criss
1989 $2,151,535 $58,772 E 1.8 .8 Tim Warman/1.0 Jeremy Criss
1990 $3,319,615 $3,299,084 ﬁ 1.8 .8 Tim Warman/1.0 Jeremy Criss
1991 $147,181 $3,547,579 ™~ 1.8 .8 Tim Warman/1.0 Jeremy GCriss
1992 $197,016 $2,558,341 E; 1.8 .8 Tim Warman/1.0 Jeremy Criss
1993 $533,960 $1,238,596 1.0 1.0 Jeremy Criss
1994 $934,322 $3,002,672 $151,356 1.0 1.0 Jeremy Criss 0 $151,356
1995 $1,400,765 $1,464,430 $192,295 1.0 1.0 Jeremy Criss 0 $192,295
1996 $1,041,580 $1,839,109 $187,230 1.0 1.0 Jeremy Criss 0 $187,230
1997 $364,210 $313,190 $151,989 2.4 .8 Jeremy Criss/1.0 John Zawitoski/.5 Melissa Pugh $34,799 $347,989 10.00% $500,000* $117,190
1998 $401,491 $152,574 $169,733 24 .8 Jeremny Crigs/1.0 John Zawitoski/.5 Melissa Pugh $16,953 $169,527 10.00% $152,780
1999# $1,016,102 $361,044 $174,051 0.0 2.4 migrated to Operating Budget $40,116 $401,160 10.00% $133,935
2000 $2,846,362 $1,614,757 $264,176 0.0 2.4 migrated to Operating Budget $171,132 $1,785,889 9.58% $93,044
2001744 $1,605,855 $2,035,292 $408,208 0.0 2.4 migrated to Operating Budget $4,068 $2,039,360 0.20% $230,022
2002~ $2,132,486 $955,566 $167,940 2.0t 1.0 Jeremy Criss/1.0 John Zawitoski $90,303 $1,045,869 8.63% $67,602
2003~ $2,431,433 $1,235,359 $123,405 2.0 1.0 Jeremy Criss/1.0 John Zawitoski $153,955 $1,389,314 11.08% $153,605
2004* $1,936,800 $1,489,082 $94,293 1.64 .6 Jeremy Criss/1.0 John Zawitoski $163,259 $1,652,341 9.88% -$68,966
2005~ $1,774,916 $1,760,440 $187,318 1.6* .6 Jeremy Criss/1.0 John Zawitoski $1983,180 $1,953,620 9.89% -$5,862
2006* $7,434,337 $904,994 $627,555 1.6* .6 Jeremy Criss/1.0 John Zawitoski $222,573 $1,127,567 19.74% $404,982
20074 $303,011 $534,153 $843,338 2.1* .6 Jeremy Criss/1.0 John Zawitoski/.5 Agata Newacil $234,307 $768,460 30.49% $609,031
2008~ $626,402 $3,262,440 $649,967 2.6 6 Jeremy Criss/1.0 John Zawitoski/1.0 Agata Newacit $236,743 $3,499,183 6.77% $413,224
12/31/2008* $46,018 $3,382,254 2.6* .6 Jeremy Criss/1.0 John Zawitoski/1.0 Kristin Fisher $131,713
A in accordance with August 15, 2003 OMB Memorandum 100% corresponding to the WY's listed above charged to investment Income (2001- Dec 2008)
* 1997 Agricultural Emergency Drought Assistance Program
# 1999 totals does not include $61,817 federal reimbursement through FPP not shown as it reflects Federal aid $2,831,468
## 2001 total does not include $115,960 federal reimbursement through FPP not shown as it reflects Federal aid 500000
$2,331,468




