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PRESIDENT'S MESSAGE

RAEDI’s work in 2002 once again con-
tributed to our area’ slong-term economic
growth. Thisreport details our activities
over the past 12 months. Clearly, ahigh-
light wasour effort to assist JIDS Uniphase.
Completion of thisproject will resultinthe
retention of over 125 jobs and the con-
struction of a40,000 squarefoot devel op-
ment lab. Thelab, located in Rochester’s
Technology Park, ispresently under con-
struction and is scheduled for compl etion
in the spring of 2003. RAEDI staff also
assisted severa areafirmsin obtaining the
financing needed to expand their businesses. Our present |oan assistance
portfolio consists of 88 loans with an outstanding balance in excess of
$22.7million.

Karen Jothen

One major disappointment during the year was when our effort to secure
a Ford Motor Company distribution facility did not achieve our desired
outcome. RAEDI staff worked with the City of Stewartvillein preparing
our area’s response to this opportunity. Ford eventually chose Wisconsin
over Minnesota for reasons relating to the disparity between costs for
taxes and workers compensation. The good news is that both of these
factorsrelate to state policy and not local. While we al would have pre-
ferred to win the project, the process validated an important fact: that the
“A” in RAEDI means Area -- in action as well asin name.

Despiteall our good efforts, the Rochester areaeconomy in the past twelve
months demonstrated that we are not immune to economic cycles. Our
local economy has experienced a net loss of nearly 700 jobs over the past
year. So, whilethelocal economy continuesto outperform both state and
national economies, the need for RAEDI has never been stronger. We
must be as aggressive as ever in our attempt to facilitate the growth and
diversity of our local economy.

On behalf of the Board of Directors and staff, | would like to thank all of
our investor membersand partnersfor your continued support. Our work
would not be possible without you. | look forward to 2003 and the oppor-
tunity to continue RAEDI’ s contribution to further local economic growth.
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OUR MISSION

RAEDI’s mission is to facilitate the growth and diversity of the

Rochester area economy by providing
businesses and entrepreneurs with value-added
services as well as advocating private/public actions which improve
the area’s competitive position within the global economy.

SPECIAL THANKS
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Olmsted County Economic Impact Study

In 2002, Olmsted County released information from an
economic impact study conducted by the Ohio State Uni-
versity Strategy Store. Three key findings demonstrate
the impact of the Olmsted County economy on the state
of Minnesota'soverall economy.

1. OImsted County generates 87.7% of all regional ouput
($24 billion) and 89.2% of regional employment (159,300
jobs).

2. With approximately 2.5 percent of the state’s popul a-
tion, Olmsted County has an annual economic impact of
$16 billion, which is twice the impact one would expect
given the county’s population. Olmsted County isalso a
significant net contributor to the State of Minnesota’s tax
system. For example, in 1999 Olmsted County contrib-
uted $268 million in major state taxes and received back
$168 millionin stateaid. For every $1 paid in state taxes,
the county received approximately $0.63 in state aid.

Top 3 Sectors - Economic Output

$3,000,000
OComputers
$2,000,000
W Healthcare
$1,000,000

OFood Processing

$0

Olmsted County typically receives|ess state aids/creditson
thedollar than similar sized counties.

3. The structure of the Olmsted County economy is heavily
concentrated in two sectors. healthcare and the computer
Industry. The heavy concentration of these two knowledge-
based industries has been one of the leading factors in the
region’s strong economic growth.

JDS Uniphase Breaks Ground

Ground breakingfrJDSU,FalI 2 -

JDS Uniphase broke ground in October 2002. The tele-
communi cations equipment maker purchased IBM’s opti-
cal transceiver operationsand isbuilding a40,500 square-
foot laboratory and office building in Technology Park on
the city’s far northwest side. The building will be com-
pleted in March 2003, and the company plans to move
125 local employees from current quarters on the IBM
Rochester campus to the new facility.

The Minnesota Department of Trade and Economic De-
velopment provided a$250,000 grant whilethecity of Roch-
ester contributed the write down of land through the use
of Tax Increment Financing (TIF).

Dairy Industry Receives Grant

A partnership was formed between Rochester Commu-
nity and Technical College (RCTC), Pace Dairy Food and
Marigold Foods to develop and deliver Programmable
Logic Controller (PLC) training to engineering and main-
tenance employees. This need was identified through a
collaborative effort by RAEDI, the Rochester Area Cham-
ber of Commerce, and RCTC.

A $40,000 grant was awarded by the Job Skills Partner-
ship Program and matched dollar for dollar by participat-
ing businesses. Thegoal of thisprogramistoimprovethe
effectiveness and efficiency of the production system and
provideaprocessfor evaluation. Currently, the availabil-
ity of training islimited forcing the employersto send em-
ployees outside the geographic location. Shorter training
sessionswill allow employeesto participatein group ses-
sions enabling employeesto get the sameinformation and
work collaboratively to solve problemsthat relate specifi-
cally to company situations. In addition, thereare only a
limited number of employeesthat have the responsibility
for operating and maintaining PL C equi pment in each com-
pany. Thepartnership will allow employees accessto short-
term, content specific training.
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Rochester MSA Population & Growth

Historical and Projected Olmsted County is projected to remain one of
Population Minnesota s fastest-growing counties over the next 30
years, while Rochester will be part of the fastest-grow-
Rochester MSA ing metropolitan areasin the state.
1970 84,320
1980 92,400
1990 106,960 Over the past two decades, annual population growth
o e in Olmsted County has been about 1.6 percent. It is
o estimated that the county will grow by 1.3 percent an-
1970 %020 nually over the next 10 years, 1.1 percent per year for
1980  4.086.730 the next 10 year after that, and .9 percent per year in
1990 4,387,230 the fina decade of study.

2000 4,919,479
2010 5,483,300 _
Over the next 30 years, theelderly will assumealarger

United Stat .
1970%310 share of the Olmsted County popul ati on. The 2000 cen-
1980 227,225,620 sus says 14 percent of the county’s residents are older
1990 299,440.590 than 60. By 2030, that figureis expected tojumpto 25
2000 281,421,906
2010 310,519,050 percent.
Source: Wbods & Poole Economics - 2002 MSA Profile Source: Minnesota Planning Department

Rochester MSA Employment Growth

1993-2002 Employment Growth Rates
From 1993-2002, the Rochester MSA grew

3.00% Lt jobs 25% faster than the national and state of
1.80% 1.809

2 00% O United States Minnesotaasawhole.
B Minnesota
1.00% .
’ D Rochester Sources:  Minnesota Workforce Center
0.00% U.S Dept. of Labor

Rochester MSA Assessed Market Property Growth

Rochester MSA

Assessed Market Value Assessed Market Property Value
1993 - 2002 Annual Growth Rates
1993-2002

1993 $3,779,117,070 1998 $4,742,241,000
1994 $3,982,703,589 1999 $5,328,558,100

1995 $4,042,526,800 2000 $6,015,830,500 20.00%

1996 $4,258,963,500 2001 $7,014,905,510

1997 $4,449,900,900 2002 $7,533,838,600 10.00%
Source: Olmsted County Assessor 0.00%-

T T T T T T T T T
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Source: Olmsted County Assessor’s Office
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504 CORPORATION

RAEDI provides management services including operations,
loan packaging, closing and servicing for the Southeastern
Minnesota504 Development, Inc. Thiscorporationwasformed
by RAEDI to provide better accessto the U.S. Small Business
Administration’s (SBA’'s) 504 Loan Program. Depending on
their useful life, the 504 1oan program provides up to 20 years of
financing for assets. Normally, the program leverages a bank
loan with a504 loanto finance up to 90 percent of project costs.
With a smaller down payment, businesses are better able to
expand their operations by utilizing cash for working capital.

During 2002, 5 SBA 504 | oanstotaing $2,073,000, were gpproved
for area businesses by the SBA. The 5 projects represent a
total investment of about $5.3 million from SBA, area banks,
and businesses. Currently, there are 7 loansin the application
process representing approximately $7.2 million of investment.
The 504 Corporation’s servicing portfolio hasatotal of 88 loans
with an outstanding balance of over $22.7 million.

RAEDI SERVICES

RAEDI, apublic/private partnership, serves asalinch pin be-
tween business and government, committed to assisting new
and existing companies with expansion, location, or research
efforts. Servicesinclude:

Financial Packaging
* Direct Investment Funding

* Fixed Asset Financing

* Export Financing

Business Planning

» Cost Differential Comparisons
» Market Research & Analysis
» Community Data/Profiles

Site/Location Support

* Provide Objective Information on Sites,
Facilities and Access to Support Services
 Develop Comparative Site Data

Business/Community Advocacy

* ldentify and Present Business I nterests
and Concerns to Government

* Support Area Social, Economic and
Infrastructure Devel opment

RAEDI Quantitative

Performance Report - 2002

RAEDI has adopted a return on investment strategy to monitor
and evaluate our year-end and historical results. This data is
compiled at year-end in order to quantify and calculate our area’s
return on investment. The process represents aless than perfect
science. Whilethe datashould never be construed as ameasure-
ment for fiscal or economic impact, it isintended to provide the
user with areasonable estimate of direct economic activity.

INCOME:

New Annual Income as a $13,743,840
Result of Businesses' Expenditures

for Payroll, Local Purchases of Goods

& Services

OTHER INCOMES:

Service Fee Income $ 125,000
State & Fed. Funds Returned thru Grant $ 290,000
Other

Total Community Income $14,158,840
COMMUNITY INVESTMENT:

City Investment $ 304,920
SEED Fund Investment

RAEDI Operating Expenses $ 343,000
Other

Total Community Investment $ 647,920

Total Private Dollars Invested in Projects $17,450,460

PERFORMANCE MEASURES:

Return on Community Investment $ 21.85
(amount of income compared to total

community investment)

Private Project Investment/Community $ 26.93
Investment (amount of private dollars

invested in projects to

community dollars invested)

Community Marginal Investment in Project 3.7%
(the percentage of project funding provided
by community investment)

Return on RAEDI Operating Budget $ 41.28
(the amount of community income produced per
dollar expended for RAEDI operations)

New Tax Base $ 5,330,000
Total Tax Revenue Generated/RAEDI $ .61
Operating Expense

Total New Jobs 289
Cost Per Job $ 2,242
Total Economic Activity $27,487,680

(assumes a multiplier of 2 on community
income from payrolls and purchases of
goods and services)
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A LOOK AHEAD TO 2003

and for good reason.

Larry Koshire

As we think about 2003 and what it will bring in terms of our economic future, RAEDI will
continueto doits part by supplying emerging and expanding compani esthe assi stance they need
to grow and flourish in the Rochester area. We will do thisin an economic environment that
appears, at least in the near term, to remain somewhat soft. Many businesses are optimistic but
are waiting for consistent revenue growth and a more certain future before committing to any
expansion plans. Our prospects for continued long-term growth is tied more than ever to the
cyclesof aglobal economy. Nonetheless, all of usat RAEDI remain optimistic about the future

There is little doubt that RAEDI's work contributes to the growth and diversity of our area
economy. Our economy consistently outperforms other regional economies in the state by

posting higher growth rates for changes in employment and population. Rest assured we do not intend to rely on past
performance. However, we will use our past success as the foundation for building an economic future that all Rochester

area residents are proud of.

During the next year, RAEDI will continue to focus on what it doesbest. That is, doing every thing we can to attract and
assist the growth and expansion of base businesses. It is these businesses that provide the “real” growth of our local

economy.

Additionally, for the first timein several years, RAEDI will be faced with the task of raising additional operating capital.
This funding will be needed if we are to maintain the high level of service Rochester area entrepreneurs and business
ownersexpect. Thiswill not be an easy task, but we are confident that potential investorswill recognize the benefitsthey

will receive by making such an investment.

I look forward to the future with anticipation, and | hope you do aswell.
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In 2002, raedi.com received an aver-
age of 922 page viewsamonth, total-
ing more than 11,000 visits to the
website for the year.

Our site providesvisitorswith thefol-
lowinginformation:

* RAEDI Services

e Community Profileonthe
Rochester MSA

 Salary Survey

* Quarterly Reports

» Annua Reports

* Available Land and Buildings

* 504 Corporation Loan
Information

» Technology Brochure

» Annual Economic Development
Updates

eandmore.......
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