DIVISION OF FINANCE PROGRAMS

THE ECONOMIC DEVELOPMENT
OPPORTUNITIES PROGRAM
(SUNNY DAY)

ANNUAL FINANCIAL STATUS REPORT
FISCAL YEAR 2008
STATE FINANCE & PROCUREMENT
ARTICLE

SECTION 7- 314

Submitted by:

Maryland Department of Business and Economic Development

As of June 30, 2008




THE ECONOMIC DEVELOPMENT OPPORTUNITIES PROGRAM
(SUNNY DAY)

TABLE OF CONTENTS

History and Program DeSCrIDON. ..........coooiuiiiiiiiiiiiiiiiiiii i i
Actual Program Performance From Inception through June 30, 2008
Program Performance for Fiscal Year 2008...........cooiiiiiiiiiiiiiiiiiiiiiiiini e
Projected Program Performance for Fiscal Year 2009

.....................................

.......................................................

Sunny Day Supplemental Charts - 3-Year Activity
ApProvals.....ccoevieiiciiiiiiiinieannens

FOrgIven LOAms. .. ..o.viiniiiiiii ittt sb ettt st st et be e ebe e s e n et ene e
Clawback and Extraordinary Repayments...........ccceeeeerierrererninirerieeseneesseeseeseesunsnesesssessssssensessesseres
Exhibits

Listing of Approved Activity 07/01/2007 — 06/30/2008

......................................................



DEPARTMENT OF BUSINESS AND ECONOMIC DEVELOPMENT

ECONOMIC DEVELOPMENT OPPORTUNITIES PROGRAM FUND (SUNNY DAY)

History and Program Description

The Economic Development Opportunities Program Fund (“Sunny Day”) was created by statute in 1988
to enable Maryland to act on extraordinary economic development proposals that required financial assistance
beyond the capabilities of other state and local financing programs. The Sunny Day Fund is a non-lapsing
revolving fund administered by the Department of Business and Economic Development (the “Department”).
Under the program, funds are loaned, granted or invested to assist in the retention and expansion of existing
business, or the establishment and attraction of new business in Maryland.

Under the program, the Department is required to submit an analysis of each Sunny Day proposal as part
of the approval request process to the Legislative Policy Committee of the Maryland General Assembly. The
analysis must include, among other things, a description of the projected economic impact and the number and
type of jobs to be created and/or retained as a result of the project. The Department focuses significant attention
on the analysis of a request and the projected economic impact before approval. The Department must also
conduct substantial monitoring actions after an incentive has been approved and funded. Agreements carry strict
performance requirements, including; capital investments within specified time frames; job creation over a fixed
period of time; maintenance of certain jobs levels for a specified time period, usually 3-5 years; and reporting of
financial information, employment information and capital investment information on a periodic basis.

The Statute requires that each Sunny Day project be deemed an extraordinary economic development
opportunity, as defined by the following criteria:

The recipient must maintain a strong financial condition and a minimal risk profile

o The recipient is capable of accessing alternative sources of financing through financial institutions or
capital markets

¢ Minimum of 5:1 capital investment by the recipient for each $1 of Sunny Day funds
The recipient’s project is consistent with the strategic plan of the State for economic development
The recipient creates or retains substantial employment, particularly in areas of high unemployment

Additionally, the Department requires the local jurisdiction to participate by providing any one or a

combination of the following: a loan, a conditional loan, a grant, an in-kind contribution, job training funds, tax
credits, tax increment financing or below market contributions.

Actual Program Performance from Inception through June 30, 2008

As of June 30, 2008, the Department had settled a total of one hundred-eighteen (118) Sunny Day
transactions with a total aggregate original balance of $162,614,571. Of that total seventy-four (74) transactions
totaling $103,120,944 were structured as loans or conditional loans, forty-one (41) transactions totaling
$48,493,627 were structured as grants or conditional grants, and three (3) transactions totaling $11,000,000 were
structured as investments. The above assistance has contributed to the retention of 35,022 jobs, the creation of
23,574 new jobs, and capital investment of $2.2 billion.

Based on the full or partial achievement of performance requirements related to the assistance provided
under the program, forty-five (45) conditional grants or loans with an aggregate original amount of $59,484,000
have achieved either full or partial forgiveness, totaling $52,221,446. In contrast, as a result of not fully achieving
all performance criteria, twenty-three (23) conditional grants and loans with an aggregate original amount of
$23,979,000 have been subject to clawbacks of $14,354,228.
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DEPARTMENT OF BUSINESS AND ECONOMIC DEVELOPMENT

As of June 30, 2008, the total outstanding active portfolio consisted of twenty-six (26) loans, conditional
loans, conditional grants, and investments with a total original approved balance of $50,799,750 and an
outstanding balance of $40,842,756. The portfolio breaks down into thirteen (13) loans and conditional loans
with a total original approved balance of $22,709,092 and an outstanding balance of $14,919,561, ten (10) grants
and conditional grants having a total original approved balance of $17,090,659 and an outstanding balance of
$15,721,344, and three (3) investments with a total original approved balance of $11,000,000 and a total
outstanding balance of $10,201,851. The total outstanding active portfolio continues to be subject to review for
compliance with performance requirements.

In fiscal year 2008, the program had no charge-off activity and charge-off collections of $275,648. The
Sunny Day program has had a historical total gross charge-off of $8,743,889 since inception of the program. It
should be noted that the bulk of the historical charge off amount is confined to three transactions with entities that
were affected by general economic conditions, combined in some cases with specific industry conditions several
years ago. All three entities declared bankruptcy, with two of them still in bankruptcy at the end of fiscal year
2008. The total original approved amount of the three entities was $8,725,000 which was comprised of one loan
of $3,000,000 (charged off in 2003) and three conditional loans aggregating $5,725,000 (charged off in 2003 and
2005). The Department has collected $593,924 of the total, and for the remaining two in bankruptcy, continues to
support potential restructures that result in repayment and continued employment, which stays within the original
scope of the projects.

In addition, at the end of fiscal year 2008 there was one other entity within the portfolio in bankruptcy
which owes the Fund $2,500,000 in the form of a conditional grant. To date, the Department has collected
$1,272,277 of the total.

Program Performance for Fiscal Year 2008

In fiscal year 2008 one (1) project totaling $4,000,000 was approved. It is structured as a conditional
grant. There were no projects that closed (settled) during the fiscal year. The continuing reduced level of activity
under the program reflects the ongoing shift to usage of the MEDAAF program for deals that were historically
done under this program, as well as the lack of budgeted funds for the program that would permit planning its use
for future commitments.

Projected Program Performance for Fiscal Year 2009

The Department anticipates that if adequate funds were available, activity for fiscal year 2008 could equal
or exceed the prior fiscal year when measured by the number of new projects to be processed for approval. In
general, the nature of a Sunny Day project is such that its lifespan generally straddles two and often three fiscal
periods, from project introduction, through approval and final disbursement of the funds. Each year the
Department handles new projects, which involves receiving inquiries, structuring deals, and processing approvals,
while continuing to complete the documentation, funding, and monitoring process on projects that were presented
to the Legislative Policy Committee for approval in prior fiscal years.
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