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Executive Summary

The City of Boulder’s 2010 Flexible Rebate Program continues to be a useful and cost-effective
economic development tool for retaining businesses. The following summary highlights results
of an analysis the Boulder Economic Council (BEC) conducted for the City of Boulder to
determine the financial return and effectiveness of the City’s 2010 Flexible Rebate Program.

» In 2010, seven companies were awarded incentives under the City’s Flexible Rebate
Program: Covidien, Microsoft, Mountainside Medical, Precision Wind, Rally Software,
Spectra Logic, and Trada.

0 Award recipients are primary employers (>50% of revenues generated outside
Boulder County) that contribute to the economic, environmental and social
sustainability of the community and agree to stay in Boulder at least three years.

0 Companies plan to use the funds to help offset costs associated with growth and
expansion.

0 3 of the 7 companies were considering moving out of Boulder and the incentive
played a role in their decision to remain in the city.

0 Award recipients represent a wide range of companies:

= Size ranging from 15 to 290 employees

= Represent several of Boulder’s key industries including Biotech,
Cleantech, Data Storage, and Software

* Include new ventures and established businesses

> Total rebates of $345,366 were awarded in 2010. Awards ranged from $5,366 to
$75,000 with an average rebate of $49,338.

> For every $1 invested in rebates to these companies, the City of Boulder will receive an
estimated $10.93 for a total of approximately $3,728,535 over the next three years.
City revenue will include:
0 Sales taxes paid on business sales in Boulder
0 Taxes on business expenditures in Boulder
0 Building permit fees
0 Sales taxes paid on purchases by direct and indirect employees and visitors

» The availability of incentives, including the Flexible Rebate Program is appreciated by
companies and plays a key role in keeping businesses in Boulder.

0 “Asa fast growing startup located in Boulder, a program of this type
demonstrates the City’s commitment to assist our growth and the desire to keep
us in Boulder.” — Ed Koepfler, Precision Wind

0 “The City of Boulder rebate program put Boulder on a similar footing with other
high-end municipalities as we debated where to more our corporate
headquarters...” — Pete Neidecker, Mountainside Medical
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» Award recipients actively engage in practices that mitigate environmental impact.
Examples include:

O Spectra Logic reused over 29 tons of building materials in the renovation of their
headquarters.

0 Rally Software’s e-Waste program recycles 4,000 pounds of electronics annually.

» Award recipients contribute to Boulder’s social sustainability through a number of
programs. Examples include:
O Microsoft matches each employee’s charitable contributions up to $12,000 per
year, and matches employee volunteer time with a cash donation of $17/hour.
0 90% of Mountainside Medical employees participate in Foothills United Way.

Summary of Financial Return - 2010

Rebate Rebate Inflow Net Present Gross or Net Return
Awarded Present Present Value Total Return on $1%*
Value Value on $1

Rally Software* $50,000 ($45,351) $385,152 $339,801 $8.49 $7.49
Microsoft* $50,000 ($45,351) $151,209 $105,858 $3.33 $2.33
Mountainside Medical* $50,000 ($45,351) $462,656 $417,305 $10.20 $9.20
Subtotal — retained* $150,000 | ($136,053) $749,215 $613,162 $5.51 $4.51
Covidien $75,000 ($68,027) $1,018,741 $950,714 $14.98 $13.98
Precision Wind $50,000 (544,632) $138,016 $93,384 $3.09 $2.09
Spectra Logic $65,000 ($58,957) $1,447,940 $1,388,983 $24.56 $23.56
Trada $5,366 (54,867) $124,821 $119,954 $25.65 $24.65
Total — all companies $345,366 ($312,536) $3,728,535 $3,415,999 $11.93 $10.93

*Companies that considered moving out of Boulder. ** Net of current value of income to city over the three years
less current value of rebates paid.

Program Funding and Returns: 2007 - 2010

Year Number of Program Rebates Rebates Issued Total Net Present Net Return on
Companies Funding Approved as of April 2011 | Value Return to City $1*
2007 7 $500,000 $500,000 $457,295 $6,096,276 $14.41
2008 8 $350,000 $322,135 $145,300 $2,498,800 $8.78
2009 7 $350,000 $209,979 $131,454 $5,582,354 $28.89
2010 7 $350,000 $345,366 SO $3,448,045 $10.93

* Net of current value of income to city over the three years less current value of rebates paid.
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Detailed Summary of Results

The city of Boulder awarded $345,366 in tax/fee rebates to seven primary employers in 2010.
These funds are reimbursed only as the company submits receipts to the city showing that
taxes and fees have been paid to the city which are eligible for the rebate. The companies were
all at “transition points” in their lifecycle.

» Five of the companies needed to expand into new offices or renovate existing locations,
and chose to stay in Boulder while doing so

» The two remaining companies are young businesses experiencing rapid growth, and are
using the funds to offset the costs of expansion

Financial Return

At the time each company made application to the city for a rebate, the city Finance
Department did an analysis to ensure that the sales tax on business sales in Boulder, any taxes
on business expenditures in Boulder and building permit fees combined would cover the cost of
the incentive. They also looked at the spending generated by local employees and used a flat
jobs multiplier of 1.5.

The Boulder Economic Council has built upon that analysis and taken into further consideration
the broader economic impacts that a company has on the community. Key refinements to the
analysis include:

» Use of a 2010 IMPLAN job multiplier specific to the industry code (NAICS) that each
company falls within, for the city of Boulder

» Use of 2009 Bureau of Labor Statistics spending data based upon the average wages
paid by the company, or median wages if available

» An assumption of average weekly expenditures for non-resident employees of
S25/week

» Assignment of value for visitor overnight stays generated based upon Convention and
Visitor’s Bureau data from 2009

Although it is standard to apply the jobs multiplier to the company’s entire employee base at a
location, we assigned that multiplier only to employees who also live in Boulder to provide a
conservative estimate of the benefits.

City of Boulder 2010 Flexible Rebate Program — ROI Analysis



Below is a summary of the financial analysis:

@5% Cost of Capital Summary of Financial Return - 2010
Company Rebate Rebate Inflow Net Present Gross or Net Return
Present Present Value Total Return on $1*
Value Value on S$1

Covidien $75,000 (568,027) $1,018,741 $950,714 $14.98 $13.98

Microsoft $50,000 (545,351) $151,209 $105,858 $3.33 $2.33

Mountainside Medical $50,000 ($45,351) $462,656 $417,305 $10.20 $9.20

Precision Wind $50,000 (544,632) $138,016 $93,384 $3.09 $2.09

Rally Software $50,000 ($45,351) $385,152 $339,801 $8.49 $7.49

Spectra Logic $65,000 (558,957) $1,447,940 $1,388,983 $24.56 $23.56

Trada $5,366 (54,867) $124,821 $119,954 $25.65 $24.65
2010 Program Total | $345,366 ($312,536) $3,728,535 $3,415,999 $11.93 $10.93

* This number represents the net of the current value of the income to the city over the three years less the
current value of the expenditures (rebates paid).

Based upon these conservative assumptions, on a net-present-value basis, the City will recoup a
net $3.4 million over the three-year period. Three years is the period the companies agree to

remain in Boulder in exchange for the rebate. An alternative view of the return is that for every
one dollar invested in rebate incentives, the city will recoup a net $10.93 on a net-present-value

basis.

The 2010 return of $10.93 for every $1.00 invested is up from a return of $8.78 in 2008 and
down from a return of $28.89 in 2009 due to two key factors:
> In 2009, only $209,979 was awarded in rebates, about two-thirds of the rebates granted

in 2010

» Additionally in 2009, some larger companies received rebate incentives which improved

the overall returns due to the taxes generated from a larger base of employees and

company expenditures. While a few large companies are also represented in 2010,

those such as Microsoft, for example, only have small offices in Boulder

The 2010 recipients represent a mix of small, medium, and large businesses which give varied

returns. This mixing of types and sizes of businesses that receive the rebate not only helps the
overall financial return to the city, but also meets the city’s goals of helping smaller companies
grow while having larger companies remain and expand in Boulder.
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Financial Return on Retained Businesses

Once again, overall, the businesses told us that the program encourages them to expand here
and helps renew their conviction to stay in Boulder. However, if we were to single out only the
return on those companies who were awarded an incentive which they tell us had a bearing on
their decision to remain in Boulder, or locate their expansion here, this could be called the
clearly identifiable “marginal” return on the program.

In 2010, this category consists of three companies—Rally Software, Microsoft, and
Mountainside Medical. The first, Rally Software, has been expanding rapidly, and had many
choices outside the city for its new facility. Microsoft, whose Bing Mapping office is located in
Boulder, had explored offices in Interlocken and Longmont, but chose to remain in Boulder, due
to both the Business Incentive Program and the amenities downtown. Thirdly, Mountainside
Medical, a smaller company, was confronted with rapid expansion and little space, and had
been actively courted by Salt Lake City and Montana before choosing to remain local. The
return on these incentives can be seen below.

Financial Return on Retained Businesses - 2010

Company Rebate Rebate Inflow Net Present Gross or Net Return
Present Present Value Total Return on $1*
Value Value on$1

Rally Software $50,000 (545,351) $385,152 $339,801 $8.49 $7.49

Microsoft $50,000 ($45,351) $151,209 $105,858 $3.33 $2.33

Mountainside Medical $50,000 ($45,351) $212,854 $167,503 $4.69 $3.69

Retained Business
Return on Respective
Rebates $150,000 ($136,053) $749,215 $613,162 $5.51 $4.51

Retained Business
Return on All Rebates $345,366 ($312,536) $749,215 $436,679 $2.40 $1.40

* This number represents the net of the current value of the income to the city over the three years less the
current value of the expenditures (rebates paid).

It can be seen that the net return on the retained companies’ rebates is $4.51 on every $1.00
invested. If you look at just the return from retained businesses on the full amount of program
rebates, the return is still a positive $1.40.

This return is calculated on the total program expenditure for the benefit of examining it from
the viewpoint that all of the other rebate returns might have been gained without the rebate
being offered. The feedback received from businesses tells us that the program is effectively
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building goodwill within our business community toward the city. With other outreach efforts,
it is helping dispel the belief that the city is not business friendly.

As long as a positive return can be made on the total cost of the program with just the retained
business projects’ results, city management can feel satisfied that the program is delivering the
intended results of business retention and business attraction with a positive financial return
while also improving the image of the city within the business community.

Social and Environmental Sustainability

The city maintained its sustainability guidelines for the program in 2010 emphasizing activities
related to reducing the environmental impact of the company, contributions to the social well
being of the community and benefits for employees.

All of the 2010 recipients have some level of philanthropic involvement with the community.
These range from paid time for employees to donate work to non-profits to direct donations.
Some highlights include:

» Microsoft matches the dollars employees contribute to eligible charities or educational
institutions, offering a match of up to $12,000 per calendar year. And when employees
contribute their time, Microsoft donates $17 per hour to the eligible organization the
employee serves.

» Covidien supports the United Way Day of Caring, and had 90 participants in 2010

» Mountainside Medical supports Foothills United Way with a 90% participation rate

» Rally Software organizes a 1% volunteer program, which encourages employees to
volunteer locally during working hours

» Most of the companies allow workers at least 1 paid day per year to support local
organizations

All of the participants are actively engaged in actions or practices to mitigate their and others’
impact on the environment. A few highlights of these actions include:

» Many of the recipients encourage biking, and alternative transportation. Some provide
shower facilities and many have had an energy audit of their business facilities
» All have recycling and some have composting programs

Y

Spectra Logic reused 58,049 pounds of materials (ceiling tiles, repurposed glass, doors,
light fixtures) in the renovation of its headquarters
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» Rally Software organizes an E-Waste recycling program which has annually recycled
4,000 pounds of electronic items
» Mountainside Medical owns a van-pool which to assist commuters

The Business Flexible Rebate Incentive is not directed specifically at addressing the
environmental impact of these companies, but it does try to create a connection between the
businesses that receive this incentive and the overall goals of the city. The premise of the city’s
Flexible Rebate Program is that growing, retaining and modestly attracting businesses to
Boulder is necessary for the economic sustainability of the city. The city is also interested in
addressing the goal to reduce its carbon footprint and the companies that are awarded this
incentive are expected to be taking action to help the community meet this goal.

Boulder’s goals of improving the community’s social and environmental sustainability are being
positively impacted through the work of these companies. By emphasizing both social and
environmental goals, the program has raised the level of awareness of the opportunities to
serve the community and tools available to companies who wish to learn practices to help them
lower their carbon footprint.

Overview of 2010 Flexible Rebate Recipients

Covidien

Company Highlights:

» Covidien’s Energy-based Devices (EbD) Global Business Unit (GBU), formerly Valleylab,
has been part of the Boulder community since the 1960’s, employing 1,358 employees
with a planned growth of 100 to 150 new positions over the next 5 years.

» The new Energy-based Devices campus will attract more visitors to the Boulder area,
directly increasing tourism revenues.

» Covidien is dedicated to reducing its carbon footprint and increasing its efficiency in its
laboratories. Its initiatives include:

O Establishing a carbon baseline in 2010, and requiring all locations to reduce their
carbon footprint by 20% in 10 years. Additionally, on a local level they
implemented the 10 for change program in 2010.

» Outside of the laboratory, Covidien has also worked hard to decrease its environmental
impact. The company employs a ‘Alternative Transportation Program,” providing
employees with:

0 Telecommuting opportunities
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Shower facilities on campus for those who choose bike or walk to work
Close parking incentives for employees who carpool

50% of employee van pool cost

Eco Passes

A weekly drawing for any employee who participates in a form of alternative
transportation

» Covidien directly augments Boulder’s exceptional pool of workers, encouraging

newcomers to the Boulder area with generous relocation assistance, in the form of

transportation, storage, temporary housing, and new home purchasing

» The company is also dedicated to giving back to the community, by:

(0]

Granting all employees one day a year to volunteer with local non-profit
organizations

Supporting the United Way Day of Caring, with 90 participants in 2010
Providing grant funding to local non-profit organizations through the Covidien
Partnership for Neighborhood Wellness

» Covidien supports minority-initiatives, providing English as a second language courses

and by encouraging leadership development through its EbD Women Inspiring Lifelong

Leadership (WILL) program

Impact of the Boulder Incentive Program on Environmental Awareness in Boulder:
» In 2010, as Covidien considered the costs of its new laboratory, the LEED certification
program was a central issue
» These rebates allow Covidien to install more energy saving items in concordance with
the LEED certification initiative, reducing the energy usage required and overall
operational costs of the new laboratory

Rebate | Outflow (Rebate) | Inflow (Taxes) | Net Present | Gross Return Net Return
Present Value Present Value Value on$1 on$1
Covidien $75,000 (568,027) $1,018,741 $950,714 $14.98 $13.98
2010 2011 2012

Total Employees 225 250 283
Resident Employees — Full & Part Time 157 173 199
Multiplier Effect - Jobs Created 160 178 204

Detail Analysis Attached
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Microsoft
Company Highlights
» Microsoft joined the Boulder community in 2006 with its acquisition of Vexcel Corp.,
headquartered in Boulder, and has since used the location for Bing Mapping
development
» The company takes a proactive approach to community development, by:
0 Matching the dollars employees contribute to eligible charities or educational
institutions, offering a match of up to $12,000 per calendar year
o Donating $17 for each hour an employee contributes to an eligible non-profit
organization

» By retaining Microsoft in the Boulder region, it further enhances the community through
its dedication to supporting diversity in the work force. The pillars of its global diversity

and inclusion strategy are:

0 Representation: Building a Pipeline of Future Leaders — Microsoft achieves
diversity recruiting by leveraging relationships with schools and professional
organizations

0 Inclusion: Creating Engagement in the Work Environment — Microsoft’s leaders
are provided with cultural competency training and GD&I best practice
management strategies and offer employees ample opportunities to network
and build key stakeholder relationships, thereby fostering a culture of inclusive
behaviors.

0 Innovation: Driving Market Excellence — Microsoft is committed to supplier
diversity, which includes working with certified and highly trained minority,
woman, veteran-owned businesses, and businesses owned by persons with
disabilities, as well as with small businesses seeking to purchase competitively
priced goods from Microsoft.

» The Boulder office is also committed to sustainability, and is:
Participating in the 10 for Change Challenge

Running a ClimateSmart at Work training workshop
Preparing a low cost energy assessment with Xcel energy
Operating a recycling program to reduce waste

O O O O O

Enrolled in the EcoPass program

Impact of the Boulder Incentive Program on the Choice to Expand in Boulder:

» When looking for new office space in 2010, Microsoft considered a few sites outside of
Boulder, including Interlocken and Longmont. The business incentive program was one

of the many ways the City of Boulder has retained Microsoft’s presence in the
community

City of Boulder 2010 Flexible Rebate Program — ROI Analysis
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Rebate | Outflow (Rebate) | Inflow (Taxes) Net Present | Gross Return | Net Return
Present Value Present Value Value on S$1 on S$1
Microsoft $50,000 (545,351) $151,209 $105,858 $3.33 $2.33
2010 2011 2012
Total Employees 73 79 85
Resident Employees — Full & Part Time 23 26 28
Multiplier Effect - Jobs Created 20 22 24

Detail Analysis Attached

Mountainside Medical
Company Highlights:

» Mountainside Medical is a top-rated full service medical device contract manufacturer,

serving the world’s largest medical companies.

» The company is dedicated to supporting the Boulder community, supporting initiatives

such as:

Foothills United Way. Mountainside has a 90% employee participation rate in

(0}

O O O

(0}

this program
Leukemia Walk
Cancer Marches
Girl Scouts

Boy Scouts

» Additionally, it hires interns from both the University of Colorado at Boulder and Red

Rocks Community College, providing real job experience for local youth
» Mountainside Medical works to lower its environmental impact from commuting, by:
0 Supporting bike to work day (and every day)

0 Purchasing a van-pool for Denver commuters

Impact of the Boulder Incentive Program on the Choice to Expand in Boulder:
» Mountainside has been rapidly running out of space in its existing location, and with

plans to add thirty new jobs over the next three years, it has been looking to purchase

another building into which it can grow

» When considering locations for its expansion, Mountainside had a number of

opportunities outside of Boulder, including places in Texas, Montana, and Salt Lake City,
and the rebate offered by the City of Boulder had a large impact on its decision to stay

local
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> “The City of Boulder rebate program put Boulder on similar footing with other high-end
municipalities as we debated where to move our corporate headquarters. By effectively

neutralizing their onerous “use tax”, Boulder was able to compete with cities that do not

have such additional sales taxes on companies. We appreciated the hard work of the
Boulder Economic Development team while we were debating whether to remain in
Boulder. They were very helpful and supportive of our business. Since we applied for
and received the rebate, we have added over a dozen jobs and physically expanded our
headquarters by over 25%. This business expansion, along with the jobs added, and our
company’s strong and sustained community support, would not have benefited Boulder
at all if we had moved out of the city. We appreciate the Boulder City Council’s
recognition of economic incentives as a way to retain good corporate citizens.”

—Pete Neidecker, Managing Member

Company Rebate | Outflow (Rebate) | Inflow (Taxes) Net Present | Gross Return | Net Return

Present Value Present Value Value on$1 on$l
Mountainside | $50,000 (545,351) $462,657 $417,305 $10.20 $9.20
Medical

2010 2011 2012
Total Employees 68 78 88
Resident Employees — Full & Part Time 20 23 26
Multiplier Effect - Jobs Created 21 24 27
Detail Analysis Attached

Precision Wind, Inc.
Company Highlights: Precision Wind, Inc.

» Precision Wind, Inc was launched out of Energy Unlimited, Inc, a 30 year veteran and

regular contributor to new innovations in the wind park development, management,

and maintenance industry

» With deep industry knowledge and the most advanced scientific methods, Precision
Wind’s mission is to enable the energy grid to accommodate large amounts of

renewable energy while improving the tools and information required managing it

» To support local businesses, Precision Wind has committed to purchasing a minimum of

25% of its total goods and services locally

» Precision Wind is dedicated to improving its sustainability, by:

0 Working with the City of Boulder’s GO staff to develop, implement, and monitor

an employee commute trip reduction program

City of Boulder 2010 Flexible Rebate Program — ROI Analysis
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0 Implementing an environmental purchasing policy which will require the
purchase of items such as 100% recycled paper, Energy Star equipment, etc.
0 Participating in the 10 for Change Challenge
0 Contracting Xcel Energy to perform a low cost energy assessment
» Supporting employee well-being, Precision Wind covers 100% of the health insurance
premiums for all full-time employees, and 50% for each employee’s dependents
» The company also supports the local non-profit community, by:
0 Donating $25 per full-time employee per year to Boulder County based arts,
cultural, or service non-profit entities
0 Granting each employee one paid day off per year if they use the time to support
a Boulder County non-profit organization

Impact of the Boulder Incentive Program on the Choice to Expand in Boulder:
» Precision Wind would like to embark on an aggressive employment campaign to hire

local, skilled individuals to fill the position when available. The availability of highly
skilled personnel from the universities, businesses, and government agencies in the area
make Boulder an ideal location for a primary employer in the renewable energy industry

» The rebate incentive offsets some of the costs associated with building a sustainable
business presence in Boulder, allowing the company to more rapidly execute its
business plan, resulting in additional job opportunities and local spending

» "As a fast growing startup located in Boulder, a program of this type, demonstrates the
city's commitment to assist in our growth and the desire to keep us in Boulder.” —Ed
Koepfler, CEO

Company Rebate | Outflow (Rebate) | Inflow (Taxes) Net Present | Gross Return | Net Return

Present Value Present Value Value on$1 on $1
Precision $50,000 (544,632) $138,016 $93.384 $3.09 $2.09
Wind

2010 2011 2012
Total Employees 15 30 50
Resident Employees — Full & Part Time 10 25 35
Multiplier Effect - Jobs Created 9 21 30
Detail Analysis Attached
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Rally Software
Company Highlights: Rally Software

>

>

Rally Software was founded in Boulder in 2002, and has relocated its corporate
headquarters four times within the city

An active member of the Boulder community, Rally Software is the leading provider of
Agile application lifestyle management solutions, and was recently named to Outside
magazine’s “Best Places to Work” list

Rally was recently ranked No. 35 on The Wall Street Journal's list of the top 50 venture-
backed companies that have "the greatest promise to succeed."

Rally's products, including AgileZen, currently support more than 2,600 corporate
customers, 94,000 projects and 170,000 users in 60 countries

The new headquarters is also located closer to downtown Boulder, providing easier
access to shops and dining, increasing the expected employee spending in these
establishments

Rally Software is proud to support the Boulder lifestyle, and provides its employees:

0 A gym membership reimbursement program to encourage personal well-being

0 Avariety of HMO and PPO health insurance options for its employees, covering
100% of employee premiums for many plans

Firmly committed to the Boulder Community, Rally Software organizes a 1% volunteer
program which encourages employees to volunteer locally during work hours

Ryan Martens, Founder/CTO, started the Entrepreneurs Foundation of Colorado, which
is made up of local entrepreneurs and venture capitalists

Rally recently launched the Rally Foundation, the philanthropic arm of Rally dedicated to
driving corporate social responsibility. Its mission aims to accelerate the growth and
adoption of citizen engineering activities in communities around the world by leveraging
Rally's agile project and lifecycle management solutions

0 The Rally Foundation gives 1% of paid time to employees to volunteer and
donates both 1% of product and 1% of the company’s equity to non-profits,
educational institutions, social partners and employee-inspired volunteer
projects that align with the Foundation’s mission.

The company is dedicated to sustainability efforts, and acts on this by:

0 Participating in the 10 for Change Challenge program since its inception in 2008,
tracking energy consumption, commuting behavior, and emissions from air
travel

0 Running recycling and composting program

0 Organizing an E-Waste recycling program which has annually recycled 4,000
pounds of electronic items

City of Boulder 2010 Flexible Rebate Program — ROI Analysis
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0 Purchasing recycled and compostable post-its, office paper, plates, cups, and
utensils

0 Offering the Eco Pass program to all full-time employees—its current pick-up
rate is 74%

0 Providing community bicycles so that employees can bike to lunch instead of
driving

Impact of the Boulder Incentive Program on the Choice to Expand in Boulder

>

>

In 2010, Rally Software applied for rebate incentives to help offset the cost of a fourth
relocation within Boulder, required to keep up with the company’s rapid growth

This relocation will allow Rally Software to keep in line with its goal of 42% growth over
the next two years, which will provide job opportunities for many of Boulder’s high-
skilled workers

“We're very happy about how collaborative the City of Boulder has been in supporting
Rally’s interest in keeping its corporate headquarters in Boulder," said Rally Software
CEO Tim Miller. "Continuing to grow the company by hiring local talent and continuing
our investment in the Boulder community is key to our success.”

Company Rebate | Outflow (Rebate) | Inflow (Taxes) Net Present | Gross Return Net Return
Present Value Present Value Value on$1 on $1
Rally Software | $50,000 ($45,351) $385,152 $339,801 $8.49 $7.49
2010 2011 2012
Total Employees 175 209 257
Resident Employees — Full & Part Time 53 65 79
Multiplier Effect - Jobs Created 71 87 106
Detail Analysis Attached

Spectra Logic
Company Highlights: Spectra Logic

» Spectra Logic is based in Boulder, and has been part of the local community for over 30

years

» The company produces automated tape backup solutions, disk backup solutions, and

data backup storage solutions which protect data efficiently and securely. Unlike

personal storage designed for daily use, which has a short lifespan and high rate of

failure, these types of solutions are primarily for long-term, highly-secure backup across
many industries

City of Boulder 2010 Flexible Rebate Program — ROI Analysis
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» Inthe recent renovation of its headquarters, the company was able to reuse and
repurpose many materials, such as:

0 85 sheets of glass, repurposed as whiteboards

0 Ceiling T-Bar from original building

0 3645 Ceiling Tiles

0 125 doors, with frames and hardware

O 425 light fixtures
In total, 58,049 pounds of materials were reused

Y

» Additionally, the company was also able to replace all manual thermostats with
programmable ones, replace all T-12 florescent bulbs with 38 watt T-8 bulbs, and reduce
the overall light count by 50 fixtures by optimizing light patterns

» It participates in the 10 for change program to help reduce energy consumption
» Spectra Logic is committed to the local workforce, and recently implemented a 6-month
Leadership training program to solidify its core values of Integrity, Excellence, Balance,

and

Passion

» The company recruits from local universities, such as the University of Colorado at

Boulder and the Colorado School of Mines

» To support women in the workforce, Spectra Logic has programs specifically tailored for

women, including professional speakers, a yearly conference and activities at no cost

(run by an all-women board)

Impact of the Boulder Incentive Program on the Choice to Remain and Expand in Boulder

> In 2010, Spectra Logic applied for rebate incentives to offset some of the costs of

renovating its Boulder office

Company Rebate | Outflow (Rebate) | Inflow (Taxes) Net Present | Gross Return | Net Return

Present Value Present Value Value on$1 on $1

Spectra Logic $65,000 ($58,957) $1,447,940 $1,388,983 $24.56 $23.56
2010 2011 2012
Total Employees: Full/Part Time 290 310 330
Resident Employees — Full & Part Time 242 256 272
Multiplier Effect - Jobs Created 623 659 700

Detail Analysis Attached
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Trada
Company Highlights: Trada
» Trada, Inc. was founded by Niel Robertson in Boulder under the principle that the
wisdom of the many is greater than that of any one individual
» Tradais the world's first and only crowdsourced paid search services marketplace,
where a diverse community of paid search experts - Optimizers - work and are paid on
their performance. Advertisers and agencies who run their paid search campaigns on
Google and Yahoo/Bing through Trada will have multiple Optimizers working on their
campaigns at the same time. The diversity of thinking, expertise and sheer force of
humanpower that come from a group of people working in a pay-for-performance
market get results an individual or software application could simply never achieve.
» Trada is passionate about company culture, and with that comes a dedication to
growing the business in downtown Boulder. Trada’s team are — outside of work:
0 Cyclists
Public speakers
Climbers
Triathletes
Thought leaders
Game designers

O O 0O 0O o Oo

World travelers
0 Volunteers
» Trada pays 100% of premiums for employee medical, dental, and vision coverage, as
well as for their dependents
» The company supports local non-profits, granting each employee one paid day off per
year if they use it to support a Boulder County based non-profit entity
» Trada is dedicated to sustainability and reducing its impact on the environment. In
reaching these goals the company:
0 Recycles, and purchases 100% recycled paper
O Participates in the RTD EcoPass program
0 Is developing a commuter trip reduction program to provide incentives for
employees who utilize alternative means of transportation

Impact of the Boulder Incentive Program on the Choice to Expand in Boulder

» In 2010, Trada applied for rebate incentives to offset some of the costs of doing
business in Boulder in order to be able to expand more quickly, creating local jobs
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Company Rebate | Outflow (Rebate) | Inflow (Taxes) Net Present | Gross Return | Net Return
Present Value Present Value Value on S$1 on S$1
Trada $5,366 (54,867) $124,822 $119,954 $25.65 $24.65
2010 2011 2012
Total Employees 36 75 150
Resident Employees — Full & Part Time 11 32 55
Multiplier Effect - Jobs Created 15 40 67

Detail Analysis Attached

Return on Investment: 2007 - 2009

2007 Program Recipients and Return on Investment

Overall Benefit: Original Analysis

5% Cost of Capital

City Rate — Return Earned over the Long Term

@5% Cost of Capital Summary of Financial Return - 2007
Company Rebate Rebate PV Inflow PV Net PV Gross Return/$1 | Net Return/$1
Ball Aerospace $100,000 | ($90,703) $2,219,704 | $2,219,001 | $25.47 $24.47
Crispin Porter + Bogusky | $100,000 | ($90,971) $1,109,089 | $1,018,117 | $13.19 $12.19
IBM $100,000 | ($90,703) $2,511,545 | $2,420,842 | $28.69 $27.69
LeftHand Networks $80,698 | ($74,073) $144,840 $70,769 $2.96 $1.96
Mountain Sports Media $44,917 | ($40,741) $224,678 $183,937 $6.51 $5.51
0OZ Architecture $49,578 | (544,969) $234,202 $189,234 $6.21 $5.21
Solekai Systems $24,807 | ($22,501) $106.876 $84,376 $5.75 $4.75

2007 Total | $500,000 | ($454,661) | $6,550,935 | $6,096,276 | $15.41 $14.41

PV = Present Value of future cash flows discounted at 5%, NPV = Net of the PV of the outflow and inflow

2007 Incremental Business Return
IBM Green Data Center Project + Companies who considered leaving Boulder

@5% Cost of Capital Incremental Financial Return - 2007

Company Rebate Rebate PV Inflow PV Net PV Gross Return/$1 | Net Return/S$1

IBM* $100,000 (590,703) | $1,642,936 | $1,552,233 $19.11 $18.11

LeftHand Networks $80,698 (574,073) $144,840 $70,769 $2.96 $1.96

Mountain Sports Media $44,917 (540,741) $224,678 $183,937 $6.51 $5.51

Solekai Systems $24,807 ($22,501) $106.876 $84,376 $5.75 $4.75
2007 Total | $250,422 | ($228,018) | $2,119,331 | $1,891,313 $10.29 $9.29

PV = Present Value of future cash flows discounted at 5%, NPV = Net of the PV of the outflow and inflow *IBM’s return here
relates only to the taxes and fees generated by the new data center which the incentive helped win
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2007 Analysis Conclusion
The companies all provide broad benefits to the community, not only economically, but socially
and environmentally as well. The full benefits analysis provides a conservative assessment of
their economic impact at a $6.1 Million return over three years on the investment made by the
city in the form of incentives. However, even when taking a very limited incremental view of
the benefits derived from the rebates by only including projects we might not have won and
businesses that might otherwise have moved out of Boulder, the city management can feel
confident that a strong, net return of $1.9 Million is still being earned on this investment.

2008 Program Recipients and Return on Investment

Overall Benefit: Original Analysis

5% Cost of Capital

City Rate — Return Earned over the Long Term

@5% Cost of Capital Summary of Financial Return - 2008
Company Rebate Rebate PV Inflow PV Net PV Gross Return/$1 | Net Return/$1
Advanced Thin Films $50,000 (547,619) $152,748 $105,129 $3.21 $2.21
Chocolove $24,535 (521,849) $53,089 $31,240 $2.43 $1.43
Eco-Products $29,000 (526,304) $389,311 $363,007 $14.80 $13.80
Namaste Solar $29,086 (526,382) $697,129 $670,747 $26.42 $25.42
Rally Software $50,000 (544,833) $232,406 $187,573 $5.18 $4.18
Seth Ellis Chocolatier $39,514 ($34,826) $61,893 $27,067 $1.78 $0.78
Siemens Wind Power $50,000 | ($37,588) $33,555 ($4,033) $0.89 ($0.11)
Wall Street on Demand $50,000 ($45,351) | $1,163,070 | $1,118,070 $25.65 $24.65
2008 Total $322,135 | ($284,752) | $2,783,552 | $2,498,800 $9.78 $8.78

PV = Present Value of future cash flows discounted at 5%, NPV = Net of the PV of the outflow and inflow

2008 Incremental Business Return
ATF and Siemens Selecting Boulder + Rally staying

@5% Cost of Capital Incremental Financial Return - 2008

Company Rebate Rebate PV Inflow PV Net PV Gross Return/$1 | Net Return/$1

Advanced Thin Films $50,000 (547,619) $152,748 $105,129 $3.21 $2.21

Rally Software $50,000 (544,833) $232,406 $187,573 $5.18 $4.18

Siemens Wind Power $50,000 (537,588) $33,555 (54,033) $0.89 ($0.11)
2008 Total $150,000 | ($130,040) $418,709 $288,669 $3.22 $2.22

PV = Present Value of future cash flows discounted at 5%, NPV = Net of the PV of the outflow and inflow *IBM’s return here
relates only to the taxes and fees generated by the new data center which the incentive helped win

2008 Analysis Conclusion
The companies all provide broad benefits to the community, not only economically, but socially
and environmentally as well. The full benefits analysis provides a conservative assessment of

their economic impact at a $4.5 Million return over three years on the investment made by the
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city in the form of incentives. However, even when taking a very limited incremental view of
the benefits derived from the rebates by only including projects we might not have won and
businesses that might otherwise have moved out of Boulder, the city management can feel

confident that positive net return of $288,699 is still being earned on this investment.

2009 Program Recipients and Return on Investment

Overall Benefit: Original Analysis

5% Cost of Capital

City Rate — Return Earned over the Long Term

@5% Cost of Capital Summary of Financial Return - 2009
Company Rebate Rebate PV Inflow PV Net PV Gross Return/$1 | Net Return/$1
Celestial Seasonings $56,441 ($51,194) $973,871 $922,677 $19.02 $18.02
eTown $50,000 (547,619) $205,253 $157,634 $4.31 $3.31
IBM $35,000 ($31,746) $4,293,702 | $4,261,956 $135.25 $134.25
Sea to Summit $10,820 ($10,305) $67,164 $56,859 $6.52 $5.52
Stratom, Inc. $12,525 ($11,361) $22,361 $11,000 $1.97 $0.97
Tundra Specialties $34,963 ($31,712) $181,789 $150,077 $5.73 $4.73
Visionlink $10,230 ($9,279) $31,430 $22,151 $3.39 $2.39
2009 Total/Average | $209,979 | ($193,216) | $5,775,570 | $5,582,354 $29.89 $28.89
PV = Present Value of future cash flows discounted at 5%, NPV = Net of the PV of the outflow and inflow
2009 Incremental Business Return
All Staying in Boulder
@5% Cost of Capital Incremental Financial Return - 2009
Company Rebate Rebate PV Inflow PV Net PV Gross Return/$1 | Net Return/S$1
eTown $50,000 (547,619) $205,253 | $157,634 $4.31 $3.31
IBM - New Division $35,000 ($31,746) $212,854 | $181,108 $6.70 $5.70
Tundra Specialties $34,963 ($31,712) $181,789 | $150,077 $5.73 $4.73
Incremental Return on
Incremental Projects $119,963 ($111,077) | $599,896 | $488,819 $5.40 $4.40

PV = Present Value of future cash flows discounted at 5%, NPV = Net of the PV of the outflow and inflow *IBM’s return here
relates only to the taxes and fees generated by the new data center which the incentive helped win

2009 Conclusion

The companies greatly benefit the community, both economically and socially, and are
important to Boulder’s image. The conservative estimate of a $5.6 Million net return on
investment suggests the program is still a very strong investment for the city. Even when
looking at only the incremental returns, the $488,819 net return on investment (which does not
include Celestial Seasonings, another incremental gain) represents positive economic gains that
are clearly advantageous.
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Conclusion and Recommendation

In 2010, the seven companies awarded rebates represent several of the key industries in
Boulder—Software Development, Storage Manufacturing, Alternative Energy, and Medical
Manufacturing/Supply. The Business Flexible Rebate Incentive Program has continued to
generate an excellent return on investment. While this year’s investments are notable for all
presenting positive returns, the large capital investments made by Covidien and Spectra Logic
present substantial tax returns for the city which increase the program’s average return.

Looking at the combined results of the past four years, not only does the program provide
excellent financial returns, it continues to be a significant factor in retaining or growing Boulder
companies. The companies’ comments tell us that choosing to remain or expand in Boulder is
both a financial and an emotional decision. This program hits home on the combination of
those factors. To receive the rebate, companies interacted with city staff who visit their place
of business and work with them on permits and applications. They receive additional
recognition when the city puts out press releases on their decision to come to Boulder, stay in
Boulder or expand here. These actions provide strong positive reinforcement of their value and
make the company owners/directors and management feel appreciated by “the city.”

The financial component of the rebate demonstrated to the companies that, while this Program
provides benefits below other cities’ incentive programs, Boulder will invest resources to
mitigate at least some of the extra cost those businesses have incurred to remain or expand
here.

For instance, in the case of Mountainside Medical, rapid growth meant the need for new
offices. While Boulder offers an ideal working environment, constrictive taxes in an industry
with tight margins made prospects in Salt Lake City and Montana extremely attractive. The
rebate incentive, while only being a modest amount, helped to offset some of the costs of
remaining local and represented a show of good faith from the city. Additionally, the company
mentioned that city staff members were prompt and helpful, furthering the notion that the city
truly wanted to retain their business.

It is important to note that this program is not only significant for its fiscal returns. Since we
began conducting this analysis in 2007, we have seen the program retain 14 businesses, and
many more jobs, in the Boulder region. This year, three businesses told us that they had
considered leaving the city, and by retaining them they will create about 200 local jobs over the
next three years, all with wages well above Boulder’s median income. Looking at all of the
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recipients for the year, we can see that these companies provide the high-skill jobs Boulder is
known for. Many of the companies who were not planning on leaving the city noted one of
their reasons for staying was the talented workers we are proud to have in Boulder. By
investing in these companies we are investing in our local workforce, retaining the talented
workers we are expected to have. Thus, while these investments might not directly retain all of
the businesses, they support that which does keep them here—the workforce.

These companies are also valuable for their involvement in the community. Many lead the way
in charitable efforts, donating their time and money to support local non-profit organizations.
They understand their environmental responsibilities, and take it upon themselves to maintain
the world we live in. For instance, this year Spectra Logic chose to reuse many existing materials
in the renovation of its headquarters, keeping many tons of waste out of our landfills. Or we
could look at Rally Software’s e-waste recycling program, which helps to properly handle old
electronic equipment. The list goes on, but the intention is clear—these companies don’t just
want to be in Boulder, they want to be a part of Boulder.

This year the program awarded $345,366 in rebates, and we estimate the City will receive a
net return of $3,415,999 over the next three years. When we compare only those returns
from businesses “retained” in part by the program to total rebate awards, we still estimate a
net return of $436,679 over the same period. In the four years the Boulder Economic Council
has performed these analyses, the City has retained 13 companies, approved awards of
$1,377,480 in rebates to 29 companies, and will see $17,593,429 in total net returns over the
three years following awards or an overall net return of $11.77 for each $1 in rebates.

The financial return on the city’s investment in these rebates, despite taking a conservative
approach to the analysis, is clearly very strong. No funds are outright given away as the funds
are rebates of taxes and fees actually paid to the city. No checks are written on speculative
returns, such as sometimes occurs in other communities. Overall, the approach can be judged
to be very modest and conservative, but effective.

As a purely fiscal policy, we look for a high net return on the entire program. When focusing on
local economic development, the net return on retained businesses is the more important
figure indicating this is an effective economic policy. Hence, the 2010 analysis continues to
support our conclusion for the 2007 Pilot; if Boulder is to be able to keep and refresh an
economic engine sufficient to power the community, a thoughtful tool, such as this Rebate
Incentive Program, must be available to the City Manager as she works to attract, keep and
grow businesses here that align with the value and goals of the city.
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Appendix A

Financial Analysis Assumptions and Data Sources
Objective and Methodology

The following outlines the format, assumptions and data sources used to analyze each company
which received a rebate incentive from the City of Boulder in 2010. Key items of note were:

>

>

We continued to use 2010-2012 data to remain consistent with the city’s original timing
and the requirement that the companies agree to remain in Boulder for three years.
Data was updated with any changes the companies provided which included updated
employee numbers, salary numbers, final construction costs, etc.
An analysis that combined the impact of the company expenditures with those of direct
and indirect employees, based upon their income levels, was utilized for a more
comprehensive look at the impact on the community.
Full and part time employees were included if applicable.
The Bureau of Labor Statistics Consumer Expenditures Survey from 2009, the most
recent survey available, was utilized. To capture the impact of the expenditures of
employees, we utilized the total US numbers, at different wage levels, that matched the
company’s average salary. We believe utilizing average US data is conservative given
that Boulder has a higher than average propensity to spend on items such as eating out.
For the multiplier effect of jobs created, we utilized the Minnesota IMPLAN Group, Inc.
2010 employment multipliers for the city of Boulder by industry code. Many of the
multipliers are only available at a 2 NAICS code level which are at a broad-grouping
level of industry segments. The following were utilized in the analysis:

O Healthcare/Medical Instruments Manufacturing: Covidien and Mountainside

0 IT - Software: Microsoft, Rally Software, and Trada, Inc.

O Renewable Energy — Wind Forcasting: Precision Wind

0 Storage Manufacturing: Spectra Logic
Multiplier induced indirect jobs’ salary levels were kept at $45,000 annually as
previously assumed by the city Finance Department. Induced jobs can include software
programmers, engineers, advertising jobs, construction jobs, etc. as well as retail and
personal service jobs.
For non-residential employees, we assumed they spend an average of $25.00 per week,
50 weeks out of the year—except for Covidien, due to their distance from city
amenities. For Covidien, we assumed that only 25% of non-residential employees
spend this amount. This is well below the expenditure level of $58.14 per day for a
Colorado, non-Boulder resident visiting downtown Boulder for the day in 2008, as
reported by RRC Associates in their Downtown Boulder Survey.
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In 2010, a total of seven companies were awarded flexible rebate incentives. They represent
many of the technology and science firms for which Boulder has a reputation. The objective of
this analysis is to review the effectiveness of the program as it relates to:

» The financial return to the city
» Expansion, retention and attraction of business to the city, and,
» To also evaluate progress of the program from year to year.

In order to provide as accurate an analysis as possible, the BEC contacted each company with a
summary of the information provided to the city during their application process including
number of employees, number of resident employees, average salaries, expenditures in the
city, etc. The companies were asked to update their information where any changes might have
occurred or where items were left out.

That data was utilized to build a financial model for each company calculating the return the
city derives from having the business operate in Boulder and implement its expansion or
location upgrades. The model utilizes job multipliers created for 2010 by the IMPLAN Group,
Inc., a well known consulting group in economic development, for the city of Boulder. Utilizing
the job multiplier specific to the industry of each recipient, we can more reliably demonstrate
the impact each company has on inducing additional job creation in the local area.

Multiplier factors are developed by economists by industry. For instance, the multiplier factor
for aerospace is higher than one for professional services. This is based upon data which shows
differences in supplier/services utilization and other factors by industry. For example, if a
company is in Food Product (NAICS 311), the job multiplier is 2.464 (1.00 direct job, 1.464
indirect induced jobs). If a company in this category has 20 direct employees, research shows
that those jobs will induce 29.28 (1.464 * 20) indirect jobs (consultants, suppliers, retail, etc.) in
the community. To reflect a very conservative estimate of the benefits Boulder derives from
these companies, this analysis applied the IMPLAN job multiplier only to the number of
employees who are also Boulder residents, although the standard would be to apply them to a
company’s entire employee base. This produces a very conservative estimate of the benefits.

We also estimated the benefit (sales tax) generated by expenditures of employees who live in
Boulder. Those consumer expenditures were derived from the Bureau of Labor Statistics, 2009
Consumer Expenditures Survey for the US population. We selected expenditures that would be
subject to city sales tax and most likely to occur locally. The data is based upon income levels
before tax, so a person earning over $70,000 a year is shown to spend more than someone
earning between $20,000 and $29,900 per year for instance. Non-resident employees were
assumed to spend an average of $25/week.

The model discounts the future cash flow into current dollars. The city Finance Department has
identified the historical cost of capital for the city to be 5% and, therefore, the appropriate rate
to use for discounting the cash flows. We have utilized that rate as well. The analysis covers
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2010-2012, the three-year period of the agreement each recipient has with the city. The
discounted cash flows provide the current value of future income and expenses. A listing of the
assumptions used in the analysis can be found in Appendix A.

The benefits shown by the analysis are derived solely from city taxes and fees paid directly by:

The companies when spending on construction projects, capital goods
(furniture and equipment) and general local purchases,

The companies on any local sales of products and services subject to
local tax,

Visitors to the company spending in Boulder,

Their direct employees when purchasing in Boulder, and,

The indirect employees, those jobs induced at other companies by the
company being here, when purchasing in Boulder

The costs reflect the payout of the rebate incentive to the company at the time it is anticipated
the company will provide proof of taxes/fees paid and will actually receive the reimbursement.
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Appendix B

Flexible Rebate Program Background

As part of the economic vitality plan, in September of 2006, the Boulder City Council
implemented a Business Incentives Pilot Program for 2007 which including the following
elements:

» $500,000 for a flexible fee and tax rebate incentive program to help retain businesses in
Boulder and, to a lesser degree, attract new businesses that fit well with Boulder. To be
eligible for this rebate companies were required to be primary employers, which the
City defines as having more than 75% of their revenue derived from outside Boulder
County. The reasoning behind restricting the program to Primary Employers was that
companies which sell their products and services on a regional, national and
international basis bring new money into the local economy and typically pay higher
average salaries enabling their employees to support the local retail and service
economy. Award of the rebates was at the discretion of the City Manager and could
only rebate taxes and fees that were actually paid. In other words, no straight incentive
checks would be written.

» $300,000 to seed a Boulder Owner-Occupied Loan Pool to assist primary employers with

the purchase of their place of business. The Loan Pool was created as a joint venture
with local banks and the SBA 504 loan program. The banks participating in the Pool
contributed $400,000 creating a total loan Pool of $700,000. The combination of funds
from the Pool, a bank loan and a SBA 504 loan allows smaller primary employers to
purchase a building with up to 95% financing. This program was designed to address
business retention based on the findings that companies which own their business
property are much less likely to leave a community than companies which lease their
space. This program has been discontinued due to lack of resulting loans, and retooled
to be part of a MicroLoan Program.

» $50,000 to provide matching funds, up to $1000, to companies to train their employees
on any skills related to their jobs. The purpose was to show goodwill and support from
the city for its growing businesses while helping improve local workforce skills and
making them feel part of the community. It also provided a benefit to Boulder’s primary
employers which they could provide to their employees. This program was also
discontinued due to low use and an interest expressed by City Council that the funds be
directed to other elements of the Economic Vitality Program.

» Providing resident rates at the city’s recreation centers and facilities on certain multi-
use and annual passes for any employee of any company in Boulder, without limitation
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to just primary employers. Again, this provides a benefit to the employers to offer to
their employees. This program has been quite successful and continues in place today.

Supporting Studies

1.

In 2005 the City of Boulder and Boulder Economic Council conducted a Business Climate
Assessment with R.O. Wilson and Company LLC, a local marketing and research consulting
firm.* The study consisted of structured interviews with local businesses, both those
currently located in Boulder and a few that had recently left the city. The study was spurred
by the recent exit of a number of businesses from Boulder including GE Access, Leopard
Communications, and White Wave. The goal was to determine why companies were leaving
Boulder and what could be done to address the issue. Key findings included:

» Companies were leaving Boulder due to the cost of doing business, lack of quality space
and feeling there was no connection to or support from the city

» Attention and assistance by the city was important in a company’s decision on where to
locate

» Incentives offered by other cities was an important and influential factor — that with
other things, tipped the scale

» Incentives from those other cities was taken as evidence by these businesses that those
communities highly value and support business

Another study was conducted by the city and the Boulder Economic Council with RRC
Associates in 2005, a local marketing and research consulting group. This study, which
represented a more statistical look at business attitudes among primary employers toward
doing business in Boulder, was designed to determine what actions, if any, could be taken
to encourage businesses to stay and thrive in Boulder. * Key findings from that study
included:

» 79% of the responding businesses felt that a business-friendly attitude on the part of
city government was important to extremely important when deciding where to locate
their business, and 82% felt Boulder rated average to poor on that factor.

» 74% of the responding businesses felt that the ease of doing business in a city was
important to extremely important when deciding where to locate their business, and
71% felt Boulder rated average to poor on that factor.

» 59% said that a sales or use tax rebate for equipment purchases would be an important
or extremely important factor in choosing a location for their business
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» 23% said they were considering to certain that they would leave the City in the next two
years
* Copies Available on Boulder Economic Council Website at: www.boulderbusiness.org

In 2007 R.O. Wilson and Associates, LLC was engaged by the city to do a follow-up Business
Climate Survey to determine whether attitudes had changed at all from the 2005 survey.
The study consisted of structured interviews with 30 primary employers across industry
types and 12 related parties such as commercial real estate owners, bankers and
accountants. The survey concluded:

» Overall “doing business in Boulder” had gotten better
0 The City Manager’s Office had shown more support of business with a Business
Liaison position added and more proactive outreach
0 The City Council in place in August of 2007 had made outreach efforts to
business
Notable improvements have been made
Negative stories still do persist
The message of what Boulder offers businesses needs to keep getting out
Many wonder if the city will continue its commitment to supporting and welcoming
business
Lack of available, appropriate quality, large facilities was still the leading concern for
growth companies and companies considering a move to Boulder.
» Boulder’s Business Incentive Program was praised
» Concern about its ongoing funding and support by the city was expressed
» City planning and permitting process had improved, but conflicting regulations was still
a concern
» Cost of doing business remains high in Boulder along with cost of living

YV VY

Y

A copy of a presentation on this study made to City Council on August 14, 2007 is available through Liz Hanson at
the city’s Economic Vitality Office, hansonl@bouldercolorado.gov .

4,

In the spring of 2008, the Boulder Economic Council conducted a Business Climate which
built upon the questions and findings of the 2005 RRC Associates study. Of the 404
businesses contacted, 90 completed the survey for a response rate of 22%. The businesses
represented a wide range of industries, size, experience and location. The majority of the
respondents held executive or senior management positions and most had been | boulder
more than 10 years. Some of the key findings were:

> 54% of the respondents rated Boulder high (4 or 5 on a scale of 5) as a place to do
business versus 46% of respondents in 2005
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> Benefits of doing business in Boulder were largely related to lifestyle, location, the
Boulder brand, resources (CU, labs, workforce and entrepreneurial network) and the
city’s progressive approach to environmental sustainability.

> Drawbacks were the high cost of housing, regulations, anti-business sentiment, high
taxes, high commercial real estate costs, transportation issues (traffic, commuting, and
parking) and a lack of suitable commercial space.

> Asignificant number of businesses (46%) rated doing business in Boulder as neutral or
low.

A copy of the full study can be obtained through an inquiry to Jennifer Pinsonneault at jennifer@boulderchamber.com

These studies indicate a continued need for a business outreach program and that the current
efforts do seem to be having a positive impact.

Boulder’s Economic Vitality Program: 2002-2010

Since 2002, the city of Boulder has proactively worked on establishing an economic vitality
program which provides consistent outreach, assistance to and recognition of business in the
community. As part of an overall economic vitality plan, a pilot Business Incentive Program
was developed and implemented in 2007, including a pilot Flexible Rebate Program with
funding of $500,000 from the city targeted at retaining and expanding primary employers in
Boulder.

Primary employers are those that “export” the majority of their goods and services produced
outside of the local community. Consequently, primary employers infuse external funds into
the local economy producing a substantial impact on local output, employment and wages.
From the time of implementation of the pilot through 2008, the city defined a primary
employer as one that generates at least 75 % of revenues from outside Boulder County. This is
a higher threshold than many communities use and the definition was lowered to “exceeds
50%” in 2009.

The 2007 Flexible Rebate Program pilot was judged to be a success and has been continued by
the city each year since then as a formal program managed by the Economic Sustainability
department. Some program criteria have changed to ensure that grant recipients support the
city’s goals for social and environmental sustainability. The maximum rebates granted, as well
as the funding provided in each year’s city budget, has also changed to address funding
constraints in the city’s budget.

In 2008, the city began to engage the Boulder Economic Council to evaluate the effectiveness of
the Pilot Flexible Rebate Program. The BEC has since written an annual report by analyzing the
results of the program from two perspectives; retaining or attracting businesses, and providing
a return on the city’s investment. With the 2010 analysis we now have four years of data to
review. The table below provides a snapshot of the funding for the incentive program for each
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year, the amount of rebates awarded, the funds actually provided to the recipients thus far and
the total return estimated that the city has received or will receive on a net present value basis.

The city has set aside funding for EV efforts since 2003. Here is a list of highlights:

2002:

As part of the 2003 budget (in 2002), city EV efforts were funded by using a portion of the
resources currently available from $2.9 million Boulder Urban Renewal Authority (BURA)
bond reserve fund that came back to the city when the BURA bonds were paid off.

A base budget of $250,000 per year for five years was set for the EV account (with carryover
of unused funds each year) beginning in 2003 and continuing until the end of 2007. The
urban redevelopment portion of the account began in 2004 and continued until the end of
2008.

Prior to 2003, the City Council economic goal group had a series of discussions about
economic initiatives and concluded that a more focused effort to formulate an economic
policy was required.

2003:

City Manager Frank Bruno convened the Economic Vitality Action Group (EVAG) in February,
2003 —his first few weeks on the job. The charge to the EVAG was to prepare appropriate
options, tools and other strategies that will assist the city’s efforts to enhance business
opportunities and sales tax revenues. EVAG formulated a draft EV policy in August 2003.
City Council adopted the EV policy in October 2003 (see policy in Attachment H).

Initial EV staffing took place in late 2003 to mid-2004. Brad Power, who served as Executive
Director of BURA since 1997 was hired as the fixed-term redevelopment director in
December 2003.

2004:

Michael Stumpf served as the city’s first EV coordinator from summer 2004 until spring
2005.

The Economic Vitality Advisory Board (EVAB) was named by Frank Bruno in August 2004 as
advisory to the city manager.

2005:

EVAB has provided advice and input to the city manager, individually and in periodic
meetings since 2005.

In April 2005, an EV work plan was adopted.

After Stumpf’s departure, Boulder Economic Council (BEC) Executive Director Sean Maher
served as interim economic development coordinator from May 2005 to September 2006.
An independent assessment of Boulder businesses’ views of doing business in Boulder was
conducted by business consultant, Ray Wilson in fall 2005.
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2006:

Liz Hanson, a 20-year veteran of the Planning Department, was hired as the city’s business
liaison in January 2006 for a two-year fixed term.

An updated EV work plan was reviewed by the City Council at a study session in March
2006.

A 2007 Business Incentives Pilot Program was adopted by City Council in September 2006.
Frances Draper was hired as the new executive director of the BEC in September 2006.

2007:

The city and BEC enter into a 2007 agreement for specific services related to
implementation of the pilot incentive program, business outreach, and business retention.
EV staff implements the approved 2007 Business Incentives Pilot Program: developing
application and administrative review processes; creating and implementing a
communication plan, including direct marketing and public presentations; and obtaining
owner-occupied loan pool commitments and agreements.

As of August 1, eight flexible rebate and two employee training applications are received
from Boulder primary employers.

The City Council authorizes the Business Incentive Rebate Program for 2008

2008:

The Boulder Economic Council contracts with the city to complete an analysis of the 2007
Pilot Business Incentive Rebate Program.

The analysis is completed and presented to City Council on April 22, 2008 showing a return
of $14.41 on every $1.00 invested in incentive rebates.

The City Manager grants Business Incentive Rebates to eight companies under the 2008
Program.

2009:

City Council reauthorizes the City Manager to approve Business Incentive Rebates with
some additional sustainability guidelines for companies to meet, to continue each year if
funding is made available each year in the city’s budget.

A 2009 budget of $350,000 is approved for the Flexible Rebate Incentive Program and
$50,000 for the city’s contribution to a MicroLoan Fund.

The Boulder Economic Council provided an analysis of the 2008 program showing a return
of $8.78 on every $1.00 invested in incentive rebates.

The City Manager grants Business Incentive Rebates to seven companies under the 2009
program.

2010:

A 2010 budget of $350,000 is provided for the Flexible Rebate Incentive Program and
$100,000 for the MicroLoan Fund.
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e On September 30, the Ash Center for Democratic Governance and Innovation at the John F.
Kennedy School of Government, Harvard University, announced that the city’s flexible
rebate program, offered through the Economic Vitality Program, was one of 173
government programs selected for its newly-created Bright Ideas program. In its inaugural
year, the Bright Ideas honor is designed to recognize and share creative government
initiatives around the country with interested public sector, nonprofit, and academic
communities.

e Seven companies are granted Business Incentive Rebates totaling $345,366

e The Boulder Economic Council provided an analysis of the 2009 program showing a return
of $28.89 on every $1.00 invested in incentive rebates.

2011:

e A budget of $350,000 is provided for the 2011 Flexible Rebate Incentive Program, all of
which is incorporated into the city budget rather than relying on one-time funding

2007 — 2010 Program Funding and Results

Year Number of | Program Funding Total Rebates Total Rebates Issued Total Net Present
Companies Approved as of 4/2011 Value Return to City
2007 7 $500,000 $500,000 $457,295 $6,096,276
2008 8 $350,000 $322,135 $145,300 $2,498,800
2009 7 $350,000 $209,979 $131,454 $5,582,354
2010 7 $350,000 $345,366 SO $3,415,999

As can be seen, fewer total rebates were granted after 2007. Key contributors to this are:
> Alower budget for the EV Program overall
> A reduction of the average award limit
» The effects of the recession in 2009 on business expansion activity

2007 — 2010 Program Changes

From 2007 to 2010, changes were made to the sustainability requirements of the program. The
changes were made to ensure that businesses which receive an incentive rebate reflect the
values and goals of Boulder by contributing to the social sustainability of the community and
working to reduce their impact on the environment. Recognizing that each business is
different, options that businesses can choose from to demonstrate their commitment in these
areas were expanded. Some of the changes made to the program since 2007 include:

» Expanded options for energy and waste reduction, getting energy certifications,
encouraging alternative transportation, general sustainable business practices and
buying locally

» A Primary Employer was redefined as one consisting of any number of employees
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» The amount of revenue required to be derived from the sale of goods and/or services
outside of Boulder county was lowered from 75% to 50% to be consistent with the
common definition of a primary employer within the state

The application form was adjusted so that it could be filled in on line and arrangement of the
information and requirements on the city’s website were improved to facilitate ease of use
based upon feedback from users.
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Appendix C

Detailed Financial Analysis

Covidien

Microsoft
Mountainside Medical
Precision Wind

Rally

Spectra Logic

Trada, Inc.

NOLAWNDR
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City of Boulder Business Incentive Program
Boulder Economic Council Impact Analysis

Apr-11
Company Name Covidien
Sector Healthcare/Medical Manufacturing
Employment 2010 2011 2012
Full-time Resident Employees 156 173 199
Part-time Resident Employees 1 0 0
Average Compensation - FT $64,295 $65,681 $66,893
Average Compensation - PT S0 $0 SO
Total Non-resident Employees 68 77 84
Jobs Multiplier 2.02608 Note: 2010 IMPLAN Multiplier
2010 2011 2012 by Industry Sector
Indirect Jobs Created 160 178 204
Average Compensation $45,000 $45,000 $45,000 Note: Assumed $45k
Economic Output 2010 2011 2012
Total Local Sales S0 S0 S0
Tax Rate 3.41% 3.41% 3.41%
Boulder Sales Tax Collections S0 S0 S0
Direct Business Spending in Boulder 2010 2011 2012
Room-nights/year 300 300 300 Note: Value of overnight
Total $86,943 $86,943 $86,943 visitor estimated as $289.81
Other Spending SO S0 SO by CVB 2009 study
Boulder Sales Tax Collections $2,965 $2,965 $2,965
Direct Investment 2010 2011 2012
Facilities Improvements $4,520,000 $8,210,000 $4,070,000 Note: On average, 1/2 of
Capital Expenditures $2,870,000 $2,540,000 $4,750,000 total project is taxed
Tax Rate 3.41% 3.41% 3.41%
Boulder Revenues on $174,933 $226,595 $231,369
Direct Investment
Resident FT Employee Spending 2010 2011 2012
# Residential FT Employees 156 173 199
Spending per Employee Note: Bureau of Labor
Housing -furnishings & mtnce $2,901 $2,901 $2,901 Statistics: Consumer National
Entertainment $2,611 $2,611 $2,611 Expenditures Survey 2009
Food, clothing & veh. Repairs $8,855 $8,855 68,855 $50-$69.9K income before taxes
Total Per Employee $14,367 $14,367 $14,367
Total FT Employee Spending $2,241,252  $2,485,491  $2,859,033
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Resident PT Employee Spending 2010 2011 2012
# Residential PT Employees 1 0 0
Spending per Employee

Housing -furnishings & mtnce $2,118 $2,118 $2,118
Entertainment $1,970 $1,970 $1,970
Food, clothing & veh. Repairs $6,525 $6,525 $6,525
Total Per Employee $10,613 $10,613 $10,613
Total PT Employee Spending $10,613 S0 SO
Indirect Employee Spending 2010 2011 2012
# Indirect Jobs in Boulder 160 178 204
Spending per Employee

Housing -furnishings & mtnce $2,318 $2,318 $2,318
Entertainment $2,008 $2,008 $2,008
Food, clothing & veh. Repairs $7,385 $7,385 $7,385
Total Per Employee S11,711 $11,711 S$11,711
Total Indirect Spending $1,874,562  S2,078,841 52,391,268
Non-Resident Employee Spending 2010 2011 2012
Total Non-Res Employees 68 77 84
Total Spending $85,000 $96,250 $105,000
Total 2010 2011 2012
Total All Employee Spending $4,558,614 $4,999,957  $5,704,051
Tax Rate 3.41% 3.41% 3.41%
City Revenue on Employee Spending $143,610 $158,926 $182,616
Incentive Costs Data 2010 2011 2012
Permit Wavers SO $37,500 SO
Use Tax Rebate SO $37,500 SO
Total Costs SO $75,000 SO

Project Totals

Covidien, Page 2
Note: Bureau of Labor
Statistics: Consumer National
Expenditures Survey 2009
$30-$39.9K income before taxes

Note: Bureau of Labor

Statistics: Consumer National
Expenditures Survey 2009
$40-549.9K income before taxes

Discount Rate

5%

Note: All figures below are in present values

Revenues

Total Emp. Spending $438,672

Total Business Spending $580,069

Costs

Incentive Costs (568,027) Net Return on $1.00 invested $13.98
Project Net Present Value $950,714 Gross Return on $1.00 invested $14.98
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City of Boulder Business Incentive Program
Boulder Economic Council Impact Analysis

Apr-11
Company Name Microsoft
Sector IT-Software
Employment 2010 2011 2012
Full-time Resident Employees 23 26 28
Part-time Resident Employees 0 0 0
Average Compensation - FT $118,000 $120,000 $122,000
Average Compensation - PT SO SO o)
Total Non-resident Employees 50 53 57
Jobs Multiplier 2.340899 Note: 2010 IMPLAN Multiplier
2010 2011 2012 by Industry Sector
Indirect Jobs Created 31 35 38
Average Compensation $45,000 $45,000 $45,000 Note: Assumed S$45k
Economic Output 2010 2011 2012
Total Local Sales S0 S0 S0
Tax Rate 3.41% 3.41% 3.41%
Boulder Sales Tax Collections S0 S0 S0
Direct Business Spending in Boulder 2010 2011 2012
Room-nights/year 80 80 80 Note: Value of overnight
Total $23,185 $23,185 $23,185 visitor estimated as $289.81
Other Spending $11,000 $11,000 $11,000 by CVB 2009 study
Boulder Sales Tax Collections $1,166 $1,166 $1,166
Direct Investment 2010 2011 2012
Facilities Improvements SO  $1,059,787 S0 Note: On average, 1/2 of
Capital Expenditures SO $1,000,000 SO total project is taxed
Tax Rate 3.41% 3.41% 3.41%
Boulder Revenues on SO $52,169 S0
Direct Investment
Resident FT Employee Spending 2010 2011 2012
# Residential FT Employees 23 26 28
Spending per Employee Note: Bureau of Labor
Housing -furnishings & mtnce $5,621 $5,621 $5,621 Statistics: Consumer National
Entertainment $4,733 $4,733 $4,733 Expenditures Survey 2009
Food, clothing & veh. Repairs $13,733 $13,733 $13,733 S70K+ income before taxes
Total Per Employee $24,087 $24,087 $24,087
Total FT Employee Spending $554,001 $626,262 $674,436
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Resident PT Employee Spending 2010 2011 2012
# Residential PT Employees 0 0 0
Spending per Employee

Housing -furnishings & mtnce $1,837 $1,837 $1,837
Entertainment $1,504 $1,504 $1,504
Food, clothing & veh. Repairs $5,941 $5,941 $5,941
Total Per Employee $9,282 $9,282 $9,282
Total PT Employee Spending SO SO S0
Indirect Employee Spending 2010 2011 2012
# Indirect Jobs in Boulder 31 35 38
Spending per Employee

Housing -furnishings & mtnce $2,318 $2,318 $2,318
Entertainment $2,008 $2,008 $2,008
Food, clothing & veh. Repairs $7,385 $7,385 $7,385
Total Per Employee S$11,711 S$11,711 S11,711
Total Indirect Spending $361,175 $408,285 $439,692
Non-Resident Employee Spending 2010 2011 2012
Total Non-Res Employees 50 53 57
Total Spending $62,500 $66,250 $71,250
Total 2010 2011 2012
Total All Employee Spending $977,676  $1,100,797 $1,185,378
Tax Rate 3.41% 3.41% 3.41%
City Revenue on Employee Spending $33,339 $37,537 $40,421
Incentive Costs Data 2010 2011 2012
Permit Wavers SO $36,488 SO
Use Tax Rebate SO $13,512 SO
Total Costs SO $50,000 SO

Project Totals

Microsoft, Page 2

Note: Bureau of Labor

Statistics: Consumer National

Expenditures Survey 2009

$20-$29.9K income before taxes

Note: Bureau of Labor

Statistics: Consumer National

Expenditures Survey 2009

$40-$49.9K income before taxes

Note: Assume $25/week
per Non-Res Employee

Discount Rate

5%

Note: All figures below are in present values

Revenues

Total Emp. Spending $100,716

Total Business Spending $50,494

Costs

Incentive Costs ($45,351)  Net Return on $1.00 invested $2.33
Project Net Present Value $105,858 Gross Return on $1.00 invested $3.33
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City of Boulder Business Incentive Program
Boulder Economic Council Impact Analysis

Apr-11
Company Name Mountainside Medical
Sector Healthcare/Medical Instruments Manufacturing
Employment 2010 2011 2012
Full-time Resident Employees 20 23 26
Part-time Resident Employees 0 0 0
Average Compensation - FT $80,200 $80,200 $80,200
Average Compensation - PT SO SO S0
Total Non-resident Employees 48 55 62
Jobs Multiplier 2.02608 Note: 2010 IMPLAN Multiplier
2010 2011 2012 by Industry Sector
Indirect Jobs Created 21 24 27
Average Compensation $45,000 $45,000 $45,000 Note: Assumed $45k
Economic Output 2010 2011 2012
Total Local Sales S0 S0 S0
Tax Rate 3.41% 3.41% 3.41%
Boulder Sales Tax Collections S0 S0 S0
Direct Business Spending in Boulder 2010 2011 2012
Room-nights/year 110 110 110 Note: Value of overnight
Total $31,879 $31,879 $31,879 visitor estimated as $289.81
Other Spending $345,000 $345,