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" Freight Shipping Services

QUARTERLY UPDATE 6/8/2009
SIC CODES: 4731
NAICS CODES: 4885

Trends & Opportunities
BUSINESS TRENDS

Technology Improves Tracking - Custom brokers and forwarders can rely on sophisticated software and hardware to
monitor the flow of cargo. Companies have developed advanced proprietary systems that can reduce delivery times,
lower loss rates, and track cargo as it moves. RFID tags and scanners can automatically detect a shipment and enter the
information into a centralized computer system.

Fees Flat - The fees charged by forwarders and brokers to manage cargo have remained relatively flat over the past
decade. In the last 10 years, railroads have increased fees nearly 50 percent, air cargo companies 30 percent, and
ocean carriers and trucking companies, 25 percent; forwarders and brokers have raised fees only 7 percent. Most
carrier fees have increased due to rising fuel costs; forwarders don't incur shipping fees, but rising carrier costs can
increase their spread.

International Trade Expands - The ease of global importing and exporting has fueled the growth of the freight
shipping services industry. The rapid expansion of electronics and clothing factories in China and India has resulted in
volumes of new business to companies specializing in air and sea freight services. The annual volume of US
international trade in goods (imports plus exports) has doubled over the past decade.

Wages Rise - Average wages in freight shipping services have increased 50 percent in the past 10 years, but overall
employment has remained relatively unchanged. Productivity levels have steadily risen due to advancements in logistics
software and the proliferation of global trade.

INDUSTRY OPPORTUNITIES

Deregulation Opens Markets - Deregulation of the trucking, rail, and airline industries has resulted in complex rates
and a competitive free market. Instead of the federally mandated flat fees common in decades past, rates vary due to
carrier supply and demand, volume, weight, and the type of materials transported. Shippers generally prefer to hand the
responsibility of navigating this free market to forwarders and brokers who can aggressively source the best deal.

Logistics Consulting, Analysis - Forwarders can take advantage of customers' greater logistics needs to provide
services beyond basic freight scheduling. Consulting opportunities include supply chain management, logistics analysis,
and just-in-time (JIT) inventory management. Large companies are developing logistics consulting divisions; individual
forwarders often take on work as project consultants.

International Expansion - Domestic forwarders and customs brokers are in high demand in nations experiencing high
growth. Cities like Dubai and countries like China and India need international freight forwarders (IFF) that understand
the import and export business, tariffs, and international trade. Forwarders and brokers that can navigate through
increased inspections and heightened security may have opportunities that extend well beyond domestic freight
services.

Branding - Despite the growth of the freight shipping service industry, it remains a fragmented market led by
independent agents and small offices; the industry has no market leader. Large corporations like FedEx and UPS are
getting into the game, but their core expertise and brand is in parcel delivery. A large integrated forwarder and broker
may be able to establish a strong brand and reputation, potentially consolidating the market.
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" TV Cable, Pay & Broadcast Networks
QUARTERLY UPDATE 6/15/2009

SIC CODES: 4833, 4841
NAICS CODES: 51512, 51521

Trends & Opportunities
BUSINESS TRENDS

Station Consolidation - TV station consolidation is increasing generally among small operations with limited budgets,
as companies seek advantages of scale. Larger entities benefit in buying and producing programming, reaching larger
audiences, and selling air time to advertisers who want broad coverage. By segment, the top four firms account for 50
percent of revenue in (for-free) broadcast TV, and for almost 65 percent in cable/subscription TV. Higher concentration
in fewer companies is due to increased consolidation over a decade.

TV Advertising Revenue - TV advertising revenue has increased in recent years in dollar volume and as a percentage
of total US ad spending, according to the Television Bureau of Advertising. TV advertising revenue increased over 30
percent in a recent five-year period, with cable growing almost 60 percent and broadcast TV, 20 percent. As a
percentage of total US ad revenue, TV advertising increased 2 percent during the same period.

Media Ownership Deregulation - Cross-ownership of TV, radio stations, and other media is increasing, due to lifting
of federal restrictions. Through the FCC, the government, until 1996, strictly limited a company from owning multiple
stations and media outlets. The FCC has gradually loosened restrictions on cross-ownership, maintaining some limits in
local markets. Broadcast and information industries support looser rules; free press and consumer groups oppose.

Partnerships with Media Competitors - The top national networks have partnered with other media companies they
formerly considered competition. Various media, such as broadcast TV, cable TV, Internet, and movie companies, used
to compete for, and even hoard, content, but now vie for distribution outlets and rights. For example, a major broadcast
TV network makes certain programs available to a cable partner's on-demand services the day after the initial airing.
Multiple national networks distribute select programs to portable-video-device services and to online video-sharing sites.

Subtle Advertising - Because recording technology allows viewers to skip or eliminate commercials, TV broadcasting
firms are finding new ways to gain ad viewership and revenue. Outlets for advertiser brand recognition include program
sponsorship ("this program is brought to you by"); product placements that make company names and products visible in
TV programs; and variable ad space on digital media versions of TV programs, enabling advertisers to create ads as
short and pithy or as long and complex as they like.

Original Cable Programming - Cable TV channels debuted as alternatives to broadcast TV, but in recent years
successful cable programs have become top competitors for audiences. The number of hits has created demand for
original cable programs, especially in prime time. Cable shows often garner attention by premiering during months that
are lulls for broadcast TV: in the summer and after broadcast TV "sweeps" (ratings) months, when reruns abound on
free TV. Cable seasons have been 13 weeks long, compared to broadcast's 22, but rising demand for cable hits may
lengthen some runs.

INDUSTRY OPPORTUNITIES

Digital Broadcasting Technology - Converting to digital technology improves production, broadcast operations, and
reception. Digital technology produces DVD-quality broadcasts that enhance the viewing experience. Digital production
and transmission enable broadcast firms to speed development, program multiple channels or stations with the same
content simultaneously, and send programs to a variety of digital-based technical platforms.



New Distribution Methods, Revenue Streams - A variety of digital platforms provides the TV broadcasting industry
with new distribution channels and revenue sources. Show excerpts on broadcaster websites reach additional
audiences, as do third-party Internet video sites and downloading services for mobile devices that enable viewers to pay
per-show. Many new viewers then tune in to watch shows on TV. Online and mobile device ad revenue is helping news
programs and channels regain revenue after losing 27 million viewers in the 25 years after 1980, according to the
Television Bureau of Advertising.

New Services, Upgrades - With digital technology, networks and stations can upgrade transmission methods and
provide new services. Both broadcast and cable firms can transmit shows in HDTV, a high-resolution digital signal.
Networks led with making prime time shows, news, and key soap operas available in HDTV, but affiliates and other
broadcasters need to invest in HDTV technology to retransmit at high resolution. Because the market for basic TV
services has matured, cable firms also are offering video-on-demand (VOD), so customers can view what they want,
when they want.

Shorter Ads - Leading-edge companies are experimenting with shorter ads, to try and lure advertisers and help them
get noticed in an often cluttered medium. Usually TV ads are 60- or 30-seconds, but some stations are airing ads of 15
seconds or less. The shortest ads are only a few seconds, enough to flash a national advertiser's well-known logo and
motto or a few notes of an easily recognizable theme song. A typical half-hour of show time includes 22 minutes of
programming and about 8 minutes of ads, though those parameters can vary greatly by hour, program, and channel.

Market Research - Because TV markets change rapidly, market research can be pivotal to strategy and planning.
Larger companies have the financial resources to fund extensive, proprietary market research, but smaller firms can
take advantage of web-accessible industry reports for specific markets. Multi-client studies by independent research
companies help broadcasting firms benefit from joint funding and early receipt of results.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
not intended to furnish detailed information about the creditworthiness of any individual borrower or purchaser or to be used for making any loans, leases or
extension of credit to any individual borrower or purchaser. First Research, Inc. is not an investment advisor, nor is it in the business of advising others as to the
value of securities or the advisability of investing in securities, and the Profiles are not intended to be relied upon or used for investment purposes.”
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3 INDUSTRY PROFILE
Primary Metals Manufacturing

QUARTERLY UPDATE 5/11/2009
SIC CODES: 2819, 3312, 3316, 3331, 3334, 3339
NAICS CODES: 331

Trends & Opportunities
BUSINESS TRENDS

Growth of Mini-Mills - In the last decade, mini-mills, which use electric furnaces, scrap metal, and thin slab casting
technology, have taken a larger share of the steel market. While much of the steel industry has shrunk over the past
three decades, the mini-mill sector now accounts for more than 50 percent of US steel production. The lower cost and
availability of scrap steel, and the development of new furnace technology, make mini-mill steel easier and cheaper to
produce.

Industry Downsizing - In the last 10 years, 35 steel producers have declared bankruptcy and 50,000 jobs have
disappeared, according to the United Steelworkers of America. Over 25 million tons of American steelmaking capacity
have been shut down or idled (20 percent of the nation’s total capacity).

Improved Productivity - Productivity is rapidly improving: in the steel industry, labor productivity has improved to 3.2
man-hours per ton from 10.1 man-hours per ton 10 years ago.

Changing Metal Content of Vehicles - Over the past 15 years, the amount of steel in a car has decreased 6 percent,
while the amount of aluminum has increased 86 percent.

INDUSTRY OPPORTUNITIES

High-Value Specialty Steel - More US companies have moved into manufacturing and processing higher-grade
products, such as stainless and high-strength steel. The move toward high-value specialty steel is due to metals having
a wide range of uses, and also to excess capacity for basic low-grade metal production. Specialty steels in North America
comprise 2 percent of industry shipments by weight, but 14 percent of the dollar value of all steel shipped. Specialty
steels include high-technology, high-value stainless, and other specialty alloy products.

Improved Energy Efficiency - Making steel requires a large amount of energy, around 3 percent of total US energy
consumption. About 60 percent of that energy is derived from coal, 30 percent from natural gas. Energy costs account
for 15 to 30 percent of production costs, depending on energy prices. New furnace designs incorporate more energy
saving features.

Increased Use of Scrap Metals in Production - At least 60 percent less energy is used to produce steel from
recycled scrap than from iron ore, a cost incentive for manufacturers. More than 60 percent of all steel smelted in the US
uses scrap metal, as does 15 percent of all copper produced, 64 percent of all lead, and 75 percent of all zinc. About 80
percent of all steel scrap generated is recovered by recycling.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
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Internet Service Providers
QUARTERLY UPDATE 6/15/2009

SIC CODES: 7374, 7375, 7379
NAICS CODES: 5182, 51711, 517919, 518111

Trends & Opportunities
BUSINESS TRENDS

Competition Leads to Specialization - Web hosting business is predicted to consolidate down to a few major players
with increasing outside competition. Big service companies, like Electronic Data Systems and IBM Global Services, see
Web hosting as a profitable and inexpensive addition to their other technology outsourcing operations.
Telecommunication firms are moving into Web hosting as a way to get additional revenue from corporate customers. The
need for large amounts of capital for hosting has encouraged consolidation.

Spam Issues - The large amount of unsolicited email, called "spam," sent over the Internet has forced service providers
to make big additions to capacity and has prompted calls for legislation to curb the practice. Marketing companies use
email "blasts" in much the same way as conventional direct mail campaigns, but at a fraction of the cost. Some analysts
believe that the majority of email traffic is spam.

Consumer vs. Business Services - Although individual consumers are currently the largest source of revenue for
service providers, business customers will surpass them in a few years. More commercial customers see the Internet as
an essential part of their business, especially for email, and are willing to pay much more for services.

Broadband Partnerships - Web giants, such as Yahoo!, MSN, and AOL, after deciding not to create their own
broadband Internet network infrastructures, are working on branding partnerships with cable and telecom companies,
like the Baby Bells, which currently own most of the physical lines needed for high-speed Internet connection.

INDUSTRY OPPORTUNITIES

Internet Data Centers - Some service providers have expanded the concept of Web hosting by establishing high-
security data centers to house their own and customers' computer servers. These facilities provide features and services
that businesses can duplicate only at high cost.

Virtual Private Networks - ISPs can create networks on the Internet that are as secure as private intranets within
companies. These virtual private networks (VPNs) can be used by company employees from remote locations.

Operating Customer Websites - In addition to hosting customer websites on their servers, some ISPs actually operate
their customers' websites, providing technical support, load balancing for heavy traffic, and reporting options.

New Customers - Polls show that a large humber of people and businesses still don't use the Internet. Many older or
lower-income people would like to, especially for popular applications like email or instant messaging, but are deterred
by the cost or technical difficulty. Many small and midsized companies are unsure if the Internet could help their business
and fear the cost of developing a useful website.

Web Conferencing Forecast - Web conferencing, which includes video and audio conferencing and software sharing,
has grown into a $315 million per year service. The web conferencing industry is expected to grow 22 percent through
2008, according to Wainhouse Research. Businesses use web conferencing, in part, to save travel costs.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
not intended to furnish detailed information about the creditworthiness of any individual borrower or purchaser or to be used for making any loans, leases or
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" Engineering Services
QUARTERLY UPDATE 5/11/2009

SIC CODES: 7389, 8711
NAICS CODES: 54133, 54134, 541712

Trends & Opportunities
BUSINESS TRENDS

Consolidation - To broaden the types of services they provide and enhance geographic coverage, engineering firms
are growing. The top 100 firms are most involved in acquisitions. Consolidation in customer industries, among
construction and chemical companies for example, is encouraging consolidation among the engineering firms that serve
them.

Greater Project Complexity - The increasingly technical nature of the US economy has, and will continue to, increase
demand for engineering services. More technological equipment, crowded urban areas, government regulation,
heightened environmental concerns, and a greater emphasis on product durability, all place more demand on designers.
Even small projects often require a high engineering content, and large projects may be so complex that engineering
costs surpass actual construction expenses.

Design/Build Contracts Encourage Size - While the design and construction phases of a project, in many cases, are
still handled by different companies, more contracts are being awarded to firms that can handle both. To compete for
design/build contracts, firms must have both design and construction skills. Under so-called EPC contracts (engineering,
procurement, construction), engineering firms must also have a procurement function.

Expanded Engineering Applications - Engineering is a key part of emerging sciences like nanotechnology,
biomedicine, and computer technology. The lines between engineers and other scientists and designers are blurring,
reshaping the entire engineering industry. These changes are influencing the licensing processes for professional
engineers, including the type and format of engineering licensing exams.

Outsourcing to Lower-Cost Countries - Outsourcing has increased as a way to reduce costs for noncritical project
engineering tasks. Outsourcing offers some cost reduction and operational agility on many engineering projects. A Booz
Allen study finds that 36 percent of engineering service companies send a portion of their business offshore; 31 percent
outsource some R&D work. Only 16 percent outsource product design functions. India is a leading outsourcing
destination, followed by Canada and China.

INDUSTRY OPPORTUNITIES

Increased Security Concerns - Concerns over terrorism will change engineering focus. Structural safety, security,
evacuation, and air circulation systems of buildings are likely to become a critical part of engineering design. More
attention will be paid to building upgrades, such as improved structural supports and impact-resistant stairwells.

High Government Spending - US government spending on infrastructure projects, such as highways and bridges, is
expected to remain high during the next decade. Construction of new schools, funded at state and local levels, has also
increased. From 2002 through 2007, public construction spending increased 35 percent. Analysts expect public
construction funds to remain high, despite a federal deficit.

Cross-Marketing Engineering Capabilities - To diversify, firms are focusing on a "one-stop shopping" marketing
approach. For example, if a new manufacturing facility is being considered, a single engineering firm may seek to handle
background, permitting, land acquisition advice, building design, and machine and assembly line flow.

International Growth - Lesser-developed nations are important markets for engineering and construction firms,



although significant political, financial, climatic, and design risks exist. Most large firms anticipate working overseas in the
next five years. According to Civil Engineering, the global construction market is valued at more than $3 trillion, with

projects in developing nations alone making up about 25 percent. Projects are increasing in China, Mexico, and the
Middle East.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
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Search, Detection, and Navigation Equipment
Manufacture

QUARTERLY UPDATE 6/15/2009
SIC CODES: 3663, 3812
NAICS CODES: 334220, 334511

Trends & Opportunities
BUSINESS TRENDS

Aviation Market Growth - Airbus and Boeing both had record new orders in recent years and backlogs for both will
keep the industry at or near capacity through 2011. General aviation aircraft used primarily for business travel have also
experienced a surge in demand. Lengthy airport check-in and security procedures have justified business purchase of
aircraft for executive travel.

Marine Market Strong Through 2010 - World shipbuilding is at record levels. Demand has been strong from all
sectors: tankers, cargo carriers, bulk containers, and passenger ships. According to Clarkson Research, sea trade is
growing 4 percent per year and some 7 billion tons of cargo is carried annually by 70,000 ships worldwide.

M&As - Companies looking to lower manufacturing cost, expand engineering services, and maintain a greater degree of
control over large projects are merging or acquiring competitors. Large defense contractors, such as Northrup and
Grumman (now Northrup Grumman) and Lockheed and Martin Marietta (now Lockheed Martin), have merged. M&As
allow companies to do more work in-house and reduce competition for large government contracts.

Commercial Product Sales to Government Agencies - Higher emphasis on cost-effective solutions has increased
the use of commercial off-the-shelf (COTS) products, instead of custom designs, in government contracts. Substantial
cost savings have been realized with no compromise in performance and reliability. COTS, in addition to lowering overall
costs, allows smaller manufacturers to participate in the government market without incurring the risk and cost of custom
development. Custom-built systems usually include very tightly engineered specifications that smaller companies haven't
the design and engineering staffs to meet.

Increase in Detection, Jamming Devices - More radar detection and jamming devices are available on the
commercial market. Designed to prevent speeding tickets, such devices are legal in most states (more states outlaw
jamming devices than detectors). Manufacturers carefully examine how laws are written to develop countermeasure
technologies that don't violate any prohibited specifications.

INDUSTRY OPPORTUNITIES

Export Markets - Exports represent a growing opportunity for US manufacturers. Most industry technology advances
occur in the US, and government restrictions on exports of this technology have been reduced. Annual exports of
search, detection, and navigation equipment grew more than $1 billion from 2002 to 2006. Exports to Japan, Canada,
and the UK provide the greatest opportunities for US manufacturers.

Homeland Security Spending - Since 9/11, the US government has increased investment in border security. Airport
and sea port access has become more tightly controlled. The search and detection segments of the industry have
benefited from increased use of equipment, which ranges from handheld scanners and pass-through monitors at
airports to sonar buoys at the mouth of ports and harbors. While many logistical and cost issues remain unresolved,
higher demand for search and detection equipment is expected to continue.

Proliferation of Portable Navigation Devices - The use of portable navigation devices (PNDs) incorporating GPS
technology is growing rapidly. The industry estimates that unit sales of PNDs grew 150 percent to about 2 million in



2006. GPS-on-cellular is also rapidly gaining popularity. Subscriptions for GPS service can be included in monthly cell
phone bills.

Partnering to Create New Products - Companies are partnering with related technology companies to deliver new
products to the market. Trimble introduced its Geocache Navigator, offered through Sprint and Nextel, by partnering with
Groundspeak, a Seattle company that owns a database with over 200,000 caches in the US. Enthusiasts of this
geocaching technology can play hide-and-seek, search for hidden treasures, and enjoy other outdoor adventures with
each other using their cell phones to navigate.

Emerging Business Applications - Businesses are discovering new uses for industry technology to improve logistics
and customer service. Inland freight via US rivers and lakes is now being tracked via GPS. Barge locations are tracked
and estimated times of arrival at destination points are calculated and communicated to customers. FedEx and UPS use
GPS to help drivers find delivery destinations.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
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' Battery Manufacture

QUARTERLY UPDATE 5/4/2009
SIC CODES: 3691, 3692
NAICS CODES: 33591

Trends & Opportunities
BUSINESS TRENDS

Increasing Use of Portable Devices - Cell phones, PDAs, MP3 players, digital cameras, and cordless power tools are
common in US households. Growth of these portable devices is increasing demand for both primary and storage
batteries. A new battery accompanies every initial purchase, and aftermarket purchases are required as battery life
expires. Estimates suggest that Americans buy about 3 billion dry cell batteries annually.

Higher Performance, Lighter Weight, Lower Cost - Research and development in many companies focuses on
lighter, higher performance batteries. Applications in the electronics industry, especially among laptop computer
manufacturers, are looking for solutions that extend initial battery life, decrease weight, and lower cost at the same time.
The same is true for the auto and aerospace industries.

Increased Government Funding - As gas and oil prices fluctuate amid uncertain economic and political conditions,
interest increases in battery power as an alternate energy source. In 2005, the Department of Energy announced it
would spend $195 million on battery research through the FreedomCar and Fuel Partnership program, a joint venture
with major oil companies and automakers.

Recycling Legislation - Laws requiring lead-acid battery retailers to accept spent batteries when new batteries are
bought have been enacted by 37 states. Even those states that haven't enacted laws have many recycling outlets to
collect spent batteries. Estimates suggest that 90 percent of lead-acid batteries are now recycled; other types of
batteries are also targeted for recycling. The Rechargeable Battery Recycling Corporation (RBRC), a nonprofit
organization, promotes establishment of recycling centers for rechargeable batteries.

Uninterruptible Power Supplies (UPS) Increasing - Business computing centers, including company-operated
centers and outsourced operations, hosting servers, routers, network switches, and data storage are using
uninterruptible power sources as a standard feature. Battery backups in case of conventional power failure assure
customers that their sites and data will be maintained.

Increasing Consumer Population - The US population is forecast to grow by about 30 million by 2020, increasing
demand for battery power. While technology advances to extend battery life will reduce the need for battery
replacement, new models with improved capabilities will spur additional uses for batteries in portable devices.

INDUSTRY OPPORTUNITIES

Growing Exports - US battery exports have increased every year since 2002. US manufacturers are exporting batteries
to neighboring countries like Canada and Mexico in higher numbers as economies expand in those countries. Emerging
economies in countries like China and Indonesia offer opportunities for further growth in exports.

Increasing Specialty Product Uses - As companies develop new products and designs, opportunities for special
battery applications increase. Small companies focus exclusively on these specialty niches. For example, Electro Energy
was awarded a contract to provide the US Army with lithium-ion batteries with 20 to 30 percent greater capacity than
those used previously. Small companies are receiving millions in investments to advance smaller, more powerful, and
infinitely rechargeable battery options.

Increasing Recycled Content - Recycled content lowers the contained material costs in battery manufacturing.



Companies are interested in efficient ways to collect and increase the percentage of reclaimed materials in new product
manufacturing.

New Transportation Applications - Volatile energy prices and the goal of increasing US energy independence are
driving demand for alternative power sources for transportation applications. Hybrid engine development for automobiles
represents a fast-growing opportunity for many battery manufacturers. Auto manufacturers are participating with battery
manufacturers to expedite development of lighter weight, longer-lasting, more cost-effective battery designs. Similar
activities are ongoing in the aerospace, mass transit, and truck industries.

Acquisitions, Joint Ventures, Partnerships - Companies looking for both low-cost manufacturing sources and
technology partners are acquiring, forming joint ventures, and creating distribution partnerships with offshore
manufacturers. These transactions ensure competitive products in the US market, and can also open up new foreign
opportunities. US manufacturer Johnson Controls formed a joint venture with Saft, a French battery manufacturer. The
joint venture has been awarded a development phase contract to provide a major automaker next generation lithium-ion
batteries for vehicle applications.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
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Wireless Telecommunications Services

QUARTERLY UPDATE 5/4/2009
SIC CODES: 4812
NAICS CODES: 51721, 517911

Trends & Opportunities
BUSINESS TRENDS

Stagnant Average Revenue Per User - Since the late 1990s, the average revenue per user (ARPU) has ranged from
$47 to $50 per month. While subscribers are gradually adding services, new users are often lower-use individuals (family
members, low-income individuals, pay-as-you-go users). No high-demand services have recently been introduced that
would increase cell phone usage sharply.

Productivity Growth - While wireless operators have been adding subscribers at 13 percent per year, they've been
increasing staff at only about 7 percent per year. The average number of employees per subscriber decreased almost
40 percent between 2000 and 2006, driven by increased automation and outsourcing.

Cell Phone as Primary Phone - Wireless replacement of landline phones has grown significantly in recent years.
Adults living in households using only wireless phones nearly doubled from 2003 to 2005, to nearly 8 percent of US
adults. The percentage of cell phone dependent households is expected to continue to grow in the coming years,
particularly as young adults establish their own households.

INDUSTRY OPPORTUNITIES

Advertising Revenues - The mobile phone has become the "third screen," after TV and computers. Operators are
evaluating ways to advertise on mobile devices without being intrusive. Advertising on wireless devices offers great
financial potential, and future advertising may subsidize wireless devices.

Increased Customer Retention - Customer turnover (churn) represents a substantial cost for operators. Most user
surveys rate quality issues (dropped calls, network busy, cross-talk, echoes, billing issues, and poor customer service)
as the primary reason for changing carriers. Many carriers are focusing resources on improving quality, and are
changing ad campaigns to focus on improved quality.

Advanced User Devices - Many wireless users are early adopters and insist on the latest devices and applications.
When the Apple iPhone was introduced, users stood in line overnight to be first to get the new device. Most stores sold
out the first day and it was weeks before supply was adequate. Many overseas users use video more extensively than
Americans, suggesting more potential usage for video distribution and messaging.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
not intended to furnish detailed information about the creditworthiness of any individual borrower or purchaser or to be used for making any loans, leases or
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" Electronic Equipment Repair Services
QUARTERLY UPDATE 6/15/2009

SIC CODES: 7378, 7622, 7629, 7699
NAICS CODES: 8112

Trends & Opportunities
BUSINESS TRENDS

Rapid Technological Change - The technology of electronic products changes rapidly, enabling manufacturers to add
features easily. Many products are becoming more sophisticated, relying more on electronics than electrical or
mechanical parts. Rapid change requires technicians to keep up-to-date to service newer products.

Specialization - Repair firms tend to specialize by type of product and manufacturer, but narrow the number of each to
improve focus and cost. By specializing, service firms gain expertise in the product family and the manufacturer's
warranty and repair specifications. Specialization helps control costs by limiting inventory and required ongoing training.

Consumer Electronics Planned Obsolescence - Many consumer electronics manufacturers intentionally design and
build products with short lifespans. Such "planned obsolescence" outdates models quickly, so consumers will need or
want to buy newer units, boosting manufacturer sales. Cheaply priced or promotional models often are designed to be
disposable and not repaired: they have many plastic parts and no access for testing or repairs.

Business Equipment's Improved Reliability - Commercial, industrial, and office equipment is becoming more reliable.
Computer circuit boards control multiple functions, so when a repair is needed, the design requires replacement of the
whole board. Switching out boards, components, or subsystems simplifies and speeds maintenance and repair, a benefit
to client businesses that depend on equipment "up time." Equipment reliability decreases the need for repairs, but
makes replacement parts more costly.

Thefts - The value of electronic equipment and parts makes them theft targets. HDTVs retail for thousands. Copper
parts, including wiring and tubing, are increasingly valuable: US producer prices for copper wire and cable increased 137
percent over a decade, rising 60 percent in a single year. Thieves often destroy a piece of equipment solely to steal the
copper.

Consumer Safety Concerns - Customers want to feel secure when repair personnel enter their homes or businesses.
To help allay concerns, some industry programs that certify service centers are requiring personnel background checks
as a prerequisite to certification and renewal. The number of customers who need in-home service for high-tech devices
is growing, driving the need for background screening.

INDUSTRY OPPORTUNITIES

High-Level Specialization - Specialized, high-level service centers fix what others can't. Repair of precision devices,
like electronic medical and navigational instruments, is the industry's high-end, provides steady work, and isn't subject to
economic downturns. Demand exists for specialists in equipment that is old or rare, has hard-to-find parts, or requires a
broader range of skills and experience than is currently common, such as making parts manually. Even advanced circuit
board repairs are referred to high-level service centers.

Commercial, Industrial Equipment - Businesses lose money when equipment they rely on is broken or idle.
Commercial and industrial equipment is becoming more sophisticated due to electronics, and use is expanding. The US
government forecasts a 7 percent increase in demand for repairers of commercial and industrial equipment by 2016,
compared to 2006. Analysts predict increased use by service, utility, and construction companies, in addition to
manufacturers.



Multi-Functional Consumer Devices - In wireless communication devices, features of once-separate products are
merging into a single unit. Combination phone, GPS, PC, camera, and video make products so complex and competitive
that manufacturers protect their trade secrets by servicing repairs themselves. To support growing demand,
manufacturers will authorize more service centers to repair these products.

Digital TV - The number of digital TVs will increase, as will demand for repairs, due to the US government's mandate,
effective February 2009, that broadcast (not cable) TV change from analog to digital transmission. Although existing
analog TVs continue to work with special converter boxes, over time consumers will convert to digital, because analog
TVs won't be sold in the US. Cable stations that send analog signals are exempt, but are expected to transition quickly,
spurring customers to buy digital TVs.

Recycling, Reuse - Repair centers are finding that recycling and reuse can make good business and good marketing.
Some repair firms are providing "asset retirement" services to fix and sell unwanted equipment for customers. If
equipment is unfixable, repairers reuse salvageable parts and properly dispose of the remainder. Repair firms that
advertise their recycling practices and services gain goodwill with consumers and community efforts to keep electronic
waste out of landfills.
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Q:, INDUSTRY PROFILE

Electronic Components & Semiconductor
Manufacture

QUARTERLY UPDATE 6/15/2009
SIC CODES: 3671, 3672, 3674, 3675, 3676, 3677, 3678, 3679
NAICS CODES: 3344

Trends & Opportunities
BUSINESS TRENDS

Outsourcing Manufacturing - Forecasts suggest third-party silicon foundries soon will fabricate more than half of the
industry's semiconductors. To remain profitable, foundries need to operate at 90 percent of capacity or more at all times.
To retain access to reliable chip sources and shield themselves from excess capacity, companies may spin off some or
all of their manufacturing operations, then sell excess fabrication capacity to other chip makers.

Moore's Law - Moore’s Law is a common semiconductor industry belief that, due to evolving technology, the number of
transistors that can be placed on a computer chip doubles every 18 months. Moore's Law has held true for several
decades.

Decreasing Computing Costs - The steep decrease in the cost of computing power has boosted the adoption of
computer technology in the US economy, and was the primary factor for increased productivity underlying the long
economic expansion of the 1990s.

Equity Investments - To gain access to emerging technology, many larger companies make equity investments in
small companies. Intel, for example, has invested in both public and private companies. Access to new technology is vital
for companies to grow.

INDUSTRY OPPORTUNITIES

New Demand - Demand for semiconductors and other electronic components is expected to grow as the middle class
expands in emerging economies around the globe. Although demand for desktop computers is slowing, demand for
servers, mobile computers, telecommunications devices, music players, and imaging devices, such as scanners and
digital cameras, will grow.

Digital Transition Speeding Up - Sales of DVD players and digital TVs have increased steadily in the past few years.
Both contain more sophisticated electronics than the VCRs and other analog devices they replace. Initially hindered by
high prices, technologies such as flat screen plasma and LCD HDTVs, DVRs, and Blu-Ray DVD players are gaining
more widespread adoption. The federal mandate requiring TV stations to deliver digital images will further expand the
market.

Manufacturing Automation - To compete with low-cost imports, many US manufacturers continue to automate the
operations of their production plants, boosting demand for the sophisticated electronics that control them.

CMOS Growth - Image sensors, semiconductor devices that convert photons to electrons, are a growing market
segment. Complimentary metal oxide semiconductor (CMOS) image sensors will take over a larger share of the market
currently served by charge-coupled devices (CCD), because CMOS are cheaper and more power-efficient.

GPS Technology - GPS is becoming more important for cars and cell phones. The FCC requires all wireless carriers to
pinpoint cell phone locations for 911 calls, which will increase the embedded GPS market. Automakers are embedding
GPS and other telematics in new cars.

Collaboration in Manufacturing - More semiconductor producers are cooperating to share design and manufacturing



costs. The costs for building and sustaining independent R&D, design, fabrication, and manufacturing capabilities have
been high as profits are squeezed by weakened chip demand and increased competition. Some firms are more
commonly sharing horizontal resources in supply chains; others are sharing consumer information to better respond to
changes in demand. Collaboration may reduce costs, but has been difficult due to concerns about proprietary
technology.
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Computer Manufacture
QUARTERLY UPDATE 7/20/2009

SIC CODES: 3571, 3572, 3575, 3577
NAICS CODES: 3341

Trends & Opportunities
BUSINESS TRENDS

Continuing Productivity Gains - Automation and redesign of manufacturing operations have increased industry
productivity while minimizing dependence on labor. Industry employment fell 13 percent in recent years. Meanwhile, labor
productivity has risen an average 24 percent annually over the last two decades. Productivity gains have been a major
factor in the steady fall of computer prices.

Offshore Design Facilities - Since many US manufacturers have established manufacturing operations offshore, the
design of new products and technologies is occurring abroad as well. Hewlett-Packard has long had operations in Japan
and recently established a presence in China. Foreign engineers receive much lower pay than their American
counterparts.

More Industry-Standard Platforms - The server market has shifted from proprietary hardware and operating systems
to standards-based architecture. These “open standards” allow open source operating systems and programming
languages such as Linux and Java. The broad acceptance of open standards allows the hardware to more easily absorb
new technical innovations.

Growth of Alliances - More manufacturers are developing alliances to offer a wider range of products and services.
Dell and EMC have a co-branding agreement to market joint products; Lexmark has allied with Dell and IBM to be their
exclusive printer partner. In addition to co-branding, companies with complementary technologies sometimes ally to
develop new products, thereby creating efficiencies of scale.

INDUSTRY OPPORTUNITIES

Multiple CPU Processors - Because processor costs are low, designers are producing machines with multiple
processors to handle simultaneous tasks such as image processing. With "wider" processor power, computers can be
specifically designed for power-hungry tasks like video editing or complicated computer games. Large companies often
source their chips from multiple vendors in order to offer more value to their customers.

Sales of Software, Consulting Services - As computers have become a commodity business with low margins, some
manufacturers have expanded into related businesses such as sales of software or consulting services. IBM, for
example, recently received less than 20 percent of total revenue from sales of computer hardware, while 55 percent
came from consulting services and 22 percent from software. Gross margins were nearly 40 percent for hardware, more
than 85 percent for software.

Flash Memory Products - As costs of flash memory have dropped sharply while capacity has increased, smaller
computer products have become possible. Flash memory is lighter and smaller than hard disk drives, and less prone to
failure. Products like the iPod nano contain large amounts of flash memory.

Mobile and Wireless Communications Products - Portable computer devices, including laptops and personal digital
assistants, have become more popular. Although prices for desktop computers were lower, laptops recently outsold
desktops in the US. The deployment of local and wide-area wireless communications networks like Wi-Fi and Wi-Max is
expected to encourage the shift to portable products.



ﬁ? First Research

Q\“. INDUSTRY PROFILE
.

" Biofuels Production

QUARTERLY UPDATE 5/4/2009
SIC CODES: 2869
NAICS CODES: 325193

Trends & Opportunities
BUSINESS TRENDS

Increased Focus on Reducing Oil Imports - The government has set a goal to reduce dependence on Middle East
oil 75 percent by 2025, of which developing alternative transportation fuels is key. Political instability in the Middle East
continues to make reducing oil imports a national priority.

Growth of Production Capacity - About 100 ethanol plants nationwide have the capacity to produce nearly 3.7 billion
gallons annually, and 17 additional plants are under construction. In the US, 26 large commercial-scale biodiesel plants
operate, producing an estimated 150 million gallons annually. That number is expected to increase to over 3 billion
gallons annually by 2008, as 70 new plants come online. Local economic development is often a driver for new plants,
along with increased expected demand.

Number of Flex-Fuel Vehicles Increasing - US auto manufacturers have been taking advantage of a 1988 law that
allows only gas consumption to be counted in miles-per-gallon ratings for vehicles equipped to use high concentrations
of ethanol. These “flex-fuel” vehicles went mostly unnoticed until fuel prices rose and public interest in alternative fuels
picked up. US manufacturers sensed a positive marketing opportunity and have begun touting the advantages of flex-
fuel vehicles. About 6 million vehicles are equipped to use E85 fuels and all US manufacturers plan to increase flex-fuel
production. Toyota and Honda will also produce flex-fuel vehicles.

More Retail Stations Offer Ethanol - While less than 1 percent of US gas stations sell E85, the number is increasing
rapidly. The number of stations selling E85 quadrupled from January 2004 to January 2006 and is expected to nearly
double in 2006. Growth has been spurred by support from auto manufacturers and government regulations.

INDUSTRY OPPORTUNITIES

Markets for Byproducts - Many biofuel processes produce a waste that can be dried and used as a high-protein
animal food supplement. In producing biodiesel, glycerin is produced as a byproduct that can be purified and sold to
cosmetic manufacturers. Selling the byproducts reduces waste and the income offsets some production costs.

"Green” Marketing - Concern that burning fossil fuels is raising carbon dioxide and other gases in the environment is
increasing. Carbon dioxide is absorbed by feedstocks (corn, maize, soy beans, etc.) as they grow and return to the air
when ethanol is burned, so carbon dioxide is generally accepted as having no net effect on the atmosphere. Biofuels
also produce lower amounts of nitrous oxides and other byproducts than gas and diesel, allowing producers to market
them as a “green technology.”

Early Commercialization of Cellulosic Ethanol - To help prove that the problems in producing ethanol from
agricultural waste can be overcome on a commercial scale, the Department of Energy (DoE) is staging a competition to
build the nation's first three plants. The DoE, which has $160 million to spend on the contest, is requiring each candidate
to have a pilot plant showing a process that can be successful once it's scaled up. At least 30 companies are in the
running, industry officials say. Awards are expected by 2013 when the first mandate for using cellulose-derived ethanol
goes into effect.

Commercializing Biobutanol - Another promising biofuel is biobutanol, a chemical variation of ethanol, which is
produced from fermenting sugars and starches in a catalytic agent and uses the same feedstocks as ethanol. Biobutanol



overcomes some of ethanol’s limitations, as it's less susceptible to separation in water; can potentially be carried in
pipelines; and yields about the same miles-per-gallon as gas. Production processes are still in development, but ethanol
plants will be able to be retrofitted with fairly minor modifications to produce biobutanol. BP and DuPont have joint
development projects underway to commercialize production.

Local Biofuels Market - The industry is gradually going nationwide and opportunities exist to establish and dominate
local markets. Much of the early use of biofuels is by fleet operators that want to be able to market their companies as
environmentally responsible, and municipalities that want to do their part to help establish the market. With the limited
availability of feedstocks in certain parts of the country, a production facility may not see competitors for an extended
period. Government subsidies, loan guarantees, and the substantial publicity surrounding biofuels production facilities
allow new facilities to become profitable quickly.
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1 INDUSTRY PROFILE
Audio and Video Equipment Manufacturing

QUARTERLY UPDATE 6/22/2009
SIC CODES: 3651
NAICS CODES: 334310

Trends & Opportunities
BUSINESS TRENDS

Larger TV Viewing Screens - Consumers are buying larger screen sizes as prices of larger flat panel sets decline.
Between 1997 and 2005, screen size increased from an average 23.7 diagonal inches to 27.3. About 40 percent of LCD
flat panel TV sets have a screen size of 32 inches or larger; by 2010, about 60 percent will be 32 inches or larger.

Rear Projection TV Sales Dropping - Hitachi, Sony, and Toshiba will stop manufacturing rear projection TVs to
concentrate on flat panel configurations. Sales of rear projection units are forecast to drop from 3.4 million units in 2004
to 30,000 in 2011, according to IDG. Customers prefer the lighter, more flexible, and compactness of flat panel screens
and their superior picture quality.

Integration of Automotive Devices - Auto radios are now designed to receive and output audio from devices like
iPods and MP3 music players. GPS directions and phone voice are connected through the originally installed radio in
some makes and models. As manufacturers expand compatibility, more products will be controlled through a single audio
output source.

Greater Focus on Energy Efficiency - Energy costs to run LCD TVs range from about $60 to $200 per year,
depending on make and model. Consumers are becoming more aware of the higher energy costs of these new sets,
forcing manufacturers to look for ways to cut energy consumption. Energy Star, the Department of Energy program,
encourages manufacturers to label more energy-efficient models with its Energy Star logo, helping build consumer
awareness of energy usage.

INDUSTRY OPPORTUNITIES

In-Home Theaters - About one-third of US homes have some form of home theater, according to the Consumer
Electronics Association (CEA). These systems range from a digital TV with surround sound speakers costing less than
$1,000, to a fully outfitted, acoustically balanced room with furniture and electronic equipment costing $30,000 or more.
Growth in home theaters provides opportunity for both audio and video equipment manufacturers.

Multi-Room Audio - Consumers are expanding audio throughout the house, not confining it to just the den or a single
room. In-wall speaker sales exceed those of floor and shelf speakers combined, according to the CEA. These multi-room
audio systems include speakers, distribution amps, controllers, touchscreens, and keypads.

Digital TV Conversion Date - On February 17, 2009, all US TV networks are required to broadcast exclusively in digital
format. The majority of US households receive digital signals for TV viewing; however, about 19 million of the 114 million
TV homes still receive only analog. Solutions include buying a digital-to-analog converter, subscribing to a cable system,
or discarding the old analog receiver and buying a new digital TV. Consumers buying a new digital TV are likely to
upgrade to a high definition set.

Professional Markets - Sales of high-end speakers, loudspeakers, sound systems, and video equipment have grown
in recent years. Growth in the number of concert arenas, performing bands, and mixing studios has, in part, driven this
growth. Harman International experienced 60 percent growth in its professional products division between 2005 and
2007.

Organic Light Emitting Diode (OLED) Technology - The next commercial iteration of HDTV is likely to be OLED: Sony



introduced an 11-inch model of OLED TV at the 2007 Consumer Electronics Show. This flat panel screen technology
offers unprecedented picture clarity, brightness, and viewing angle. Because OLEDs require no backlight, products are
also more energy-efficient. Manufacturing costs are expected to be less than for regular LCD technology once higher
volume production is achieved. Major technical issues to be overcome include limited life of the organic materials and
that water can damage the organics, requiring improved sealing techniques.
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Glass and Fiber Optic Manufacturing

QUARTERLY UPDATE 5/11/2009
SIC CODES: 3211, 3221, 3229, 3231, 3357
NAICS CODES: 3272, 335921

Trends & Opportunities
BUSINESS TRENDS

Consolidation - Due to the large economies of scale in producing big batch quantities of a commodity product, industry
consolidation has resulted in only a few primary manufacturers. Although 60 glass container producers operate in the
US, about three hold 90 percent of the market. In flat glass, about 35 US producers operate, although only six are major.

Mature Industry - Very few significant technological innovations have developed in the glass industry since the "float"
method for producing flat glass was invented 40 years ago. The container and flat glass segments are mature
businesses with low growth rates. Employment in these segments has fallen 30 percent in the last ten years.

Diversification - Traditional glass producers have diversified into adjacent fields. Some producers have expanded into
plastic packaging, chemicals, automotive supply, or fiber optics.

Higher Value-added in Telecommunications, Computer Industries - The technological edge in the industry has
come not from the mass manufacturers but from the telecommunications and computer industries, which have spawned
new uses for glass products with a much higher value-added.

New Energy-Generating Technology - Following long-standing trends in Europe, American designers are now using
power-generating technology that uses glass products to create buildings with improved access to daylight, better indoor
air quality, and improved energy efficiency. Photovoltaic (PV) technology, which uses sunlight to generate power for
buildings, could become commonplace in the US. PV panels, designed into a building's glass exterior facade, could
potentially generate 60 percent of a building's electricity requirements.

INDUSTRY OPPORTUNITIES

Steady Growth in World Demand - World demand for flat glass will rise more than 4 percent per year, according to
Freedonia Group. In developed regions, demand for architectural glass will reflect tighter energy standards, while in
developing regions, need for adequate housing and the ongoing expansion in the commercial and industrial sectors will
be the primary drivers behind gains. Structural fiberglass components are increasingly being used in building
construction and autos.

Computer Industry Expansion - Expansion of the computer industry provides glass manufacturers with a growing
market. Although flat-panel displays are likely to displace picture tubes, glass is the preferred medium for these displays,
too.

Energy Efficiency - With more energy conservation regulations, energy-efficient glass products continue to gain favor
with builders and architects. Energy surcharges on flat glass purchases have been critical in sharing energy cost
inflation; energy conservation is a key driver for future product development.

Glass Properties Provide Competitive Advantages - Glass has special physical properties that create advantages
in new product development where corrosion resistance (fiberglass); heat resistance (headlights); light transmission
(optic fiber); and rigidity (computer screens) are as important as transparency.

Material Research - Material research is producing new types of glass, but the already low cost of window and
container glass suggests that most new applications will be in specialized markets. Many glass companies have turned to



value-added innovative products to compensate for weaker overall demand. Among the fastest-growing products are
solar control glass (low-emissivity glass, reflective glass, and "smart" glass, which can be lightened and darkened on
command); security glass (bullet- and burglary-resistant and fire-rated glass); heads-up display (HUD) windscreens;

ultraclear glass; and self-cleaning glass.

New Melting Technology - A few flat glass production facilities are investing in oxy-fuel firing, which reduces air
emissions and natural gas consumption for melting raw materials. This technology provides greater control over the
combustion process and assists in making high-tech glass.

Self-Cleaning Glass - A major innovation in flat glass is self-cleaning glass for use on external windows. Self-cleaning
glass products, like Pilkington's Activ, Saint-Gobain's BIOCLEAN, and Sunrise Windows’ SunClean, represent one of the
most significant advances in windows in decades. The product reacts chemically with the sun to break down unwanted
dirt and causes water to form a sheet on the surface that washes away dirt and dust. Self-cleaning glass basically uses
the sun's ultraviolet rays to dissolve organic dirt through a photocatalytic effect while reducing the surface tension of
water, causing water to sheet and wash windows clean.
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" Metal Valve Manufacture

QUARTERLY UPDATE 7/6/2009
SIC CODES: 3432, 3491, 3492, 3494, 3499
NAICS CODES: 33291

Trends & Opportunities
BUSINESS TRENDS

Selling Life Cycle Performance - To avoid commoditization of their products, valve manufacturers are increasingly
selling total cost of ownership, rather than just purchase price. A valve's cost includes the initial purchase price, but also
the cost of operation, maintenance, and replacement. Manufacturers are partnering with customers in the supply chain
to help them determine this more comprehensive overall cost of valve use.

Improving Offshore Quality - Valves manufactured offshore have historically raised concerns about quality and
performance in the end-user community. Quality and performance differences between valves manufactured offshore
and in the US have narrowed such that US end-users no longer consider offshore products inferior. Increased quality in
offshore manufactured products is resulting in a greater percentage of imported products used in the US.

Integrated Supply Programs - End-users, distributors, and manufacturers share supply chain information. Available
inventory data, including acceptable product substitutes, are shared online. Usage, consumption patterns, and pricing
are made available to help manufacturers and distributors forecast demand.

Expanded Software Tools - Companies now distribute various forms of information online and via CD. Evaluation and
monitoring software, sizing and selection packages, product testing and certification criteria are all available to specifying
engineers, and to purchasing and maintenance personnel. Companies offering software include valve manufacturers
and consultants who specialize in industry content.

Extending Valve Life - Many companies have expanded repair and maintenance facilities to full-service
remanufacturing and refurbishing facilities as a way to extend product life. Tight tolerance machining centers and
process controls can return many valve products to nearly new condition. Costs for refurbishment can be quite
expensive, but negate material replacement costs in most cases.

INDUSTRY OPPORTUNITIES

Growing Export Market - International demand for valve products is increasing due to infrastructure investment in
China, Indonesia, India, and other countries. US exports have grown about 15 percent per year since 2003. US
manufacturers are using foreign locations and partners to import lower-cost products to the US, and to establish a
trading presence for US products, especially in specialty valve sectors.

Increasing Aftermarket Support - Post-sales support through technical training and consulting enhances a
company'’s position with customers. Manufacturers offer training to both distributors and end-users. Some companies
have invested in formal instructional facilities to enhance aftermarket education.

“Smart” Instrumentation, Software - Advances in valve-mounted microprocessors and other instrumentation allow
customers to monitor, predict, and control flow from remote locations. Controls can also be used to predict maintenance
requirements before breakdown occurs. Manufacturers that include monitoring and control devices in a package sale
can grow value-added opportunities.

Pre-Qualifying with Customers - A growing number of end-users are selecting pre-qualified vendors to include in bid
or purchase opportunities. Vendors who have demonstrated they can deliver product that meets or exceeds
specifications, on time, and at an acceptable price achieve a preferred position for new business. Pre-qualification



includes meeting with technical, maintenance, and engineering personnel to ensure all performance criteria are
understood and specified in the requirement documents.

Acquisitions, Joint Ventures, Partnerships - Companies looking for low-cost manufacturing sources are acquiring,
forming joint ventures, and creating distribution partnerships with offshore manufacturers. These transactions ensure
competitive products in the US market and open foreign opportunities not otherwise available. Some major companies
acquired as many as 15 foreign and domestic companies over the past few years to enhance strategic positions.
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3 INDUSTRY PROFILE
Gun Manufacturing

QUARTERLY UPDATE 5/11/2009
SIC CODES: 3482, 3484
NAICS CODES: 332992, 332994

Trends & Opportunities
BUSINESS TRENDS

Gun-Maker Productivity Improves - The number of industry jobs (excluding ammunition) dropped 12 percent in the
past decade, as US manufacturers acquired labor-saving machinery to better compete in a stagnant market. US gun-
makers employ around 40,000.

Fewer Handguns Manufactured - Partly due to competition from imports, handguns have become a smaller part of
US gun manufacture. Handguns account for 33 percent of industry production compared to 35 percent five years ago,
and total handgun production dropped 20 percent.

Increasing Production Concentration - The large manufacturers have increased their share of domestic production
in recent years, possibly due to the greater cost and threat of litigation. In the shotgun segment, the three largest
manufacturers increased market share to more than 85 percent. In revolvers, the top two companies increased their
share to 80 percent, and in the pistol segment, the top five increased their share to 55 percent.

INDUSTRY OPPORTUNITIES

Hunting, Target Shooting Remain Popular - About 19 percent of the US population hunted in 2005, according to the
annual sports participation survey of the National Sporting Goods Association (NSGA). Target shooting participation was
21 percent.

Guns Becoming More Popular with Women - Women's participation in hunting remained stable at around 11 percent
in the past five years, while their participation in target shooting increased from 18 to 23 percent, according to the
National Sporting Goods Association (NSGA). Some companies make guns especially suited for women.

Interest in Safer Weapons - To avoid accidents, gun companies continue to experiment with guns that have better
safety features. Electronic locking systems that would allow only the owner of a gun to fire it are being investigated, as
are computer-controlled weapons with range sensors that could avoid accidental firing of hunting guns.

New Security Concerns - Concerns about terrorism are likely to increase the number of government and private
agents who carry guns, and the number of gun purchases as police buy better weapons. Security at many sensitive
facilities like power plants, dams, and oil farms and refineries, formerly handled by unarmed personnel, will probably be
upgraded to agents with weapons. There are currently about 800,000 police officers in the US and 500,000 security
guards.
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Search, Detection, and Navigation Equipment
Manufacture

QUARTERLY UPDATE 6/15/2009
SIC CODES: 3663, 3812
NAICS CODES: 334220, 334511

Trends & Opportunities
BUSINESS TRENDS

Aviation Market Growth - Airbus and Boeing both had record new orders in recent years and backlogs for both will
keep the industry at or near capacity through 2011. General aviation aircraft used primarily for business travel have also
experienced a surge in demand. Lengthy airport check-in and security procedures have justified business purchase of
aircraft for executive travel.

Marine Market Strong Through 2010 - World shipbuilding is at record levels. Demand has been strong from all
sectors: tankers, cargo carriers, bulk containers, and passenger ships. According to Clarkson Research, sea trade is
growing 4 percent per year and some 7 billion tons of cargo is carried annually by 70,000 ships worldwide.

M&As - Companies looking to lower manufacturing cost, expand engineering services, and maintain a greater degree of
control over large projects are merging or acquiring competitors. Large defense contractors, such as Northrup and
Grumman (now Northrup Grumman) and Lockheed and Martin Marietta (now Lockheed Martin), have merged. M&As
allow companies to do more work in-house and reduce competition for large government contracts.

Commercial Product Sales to Government Agencies - Higher emphasis on cost-effective solutions has increased
the use of commercial off-the-shelf (COTS) products, instead of custom designs, in government contracts. Substantial
cost savings have been realized with no compromise in performance and reliability. COTS, in addition to lowering overall
costs, allows smaller manufacturers to participate in the government market without incurring the risk and cost of custom
development. Custom-built systems usually include very tightly engineered specifications that smaller companies haven't
the design and engineering staffs to meet.

Increase in Detection, Jamming Devices - More radar detection and jamming devices are available on the
commercial market. Designed to prevent speeding tickets, such devices are legal in most states (more states outlaw
jamming devices than detectors). Manufacturers carefully examine how laws are written to develop countermeasure
technologies that don't violate any prohibited specifications.

INDUSTRY OPPORTUNITIES

Export Markets - Exports represent a growing opportunity for US manufacturers. Most industry technology advances
occur in the US, and government restrictions on exports of this technology have been reduced. Annual exports of
search, detection, and navigation equipment grew more than $1 billion from 2002 to 2006. Exports to Japan, Canada,
and the UK provide the greatest opportunities for US manufacturers.

Homeland Security Spending - Since 9/11, the US government has increased investment in border security. Airport
and sea port access has become more tightly controlled. The search and detection segments of the industry have
benefited from increased use of equipment, which ranges from handheld scanners and pass-through monitors at
airports to sonar buoys at the mouth of ports and harbors. While many logistical and cost issues remain unresolved,
higher demand for search and detection equipment is expected to continue.

Proliferation of Portable Navigation Devices - The use of portable navigation devices (PNDs) incorporating GPS
technology is growing rapidly. The industry estimates that unit sales of PNDs grew 150 percent to about 2 million in



2006. GPS-on-cellular is also rapidly gaining popularity. Subscriptions for GPS service can be included in monthly cell
phone bills.

Partnering to Create New Products - Companies are partnering with related technology companies to deliver new
products to the market. Trimble introduced its Geocache Navigator, offered through Sprint and Nextel, by partnering with
Groundspeak, a Seattle company that owns a database with over 200,000 caches in the US. Enthusiasts of this
geocaching technology can play hide-and-seek, search for hidden treasures, and enjoy other outdoor adventures with
each other using their cell phones to navigate.

Emerging Business Applications - Businesses are discovering new uses for industry technology to improve logistics
and customer service. Inland freight via US rivers and lakes is now being tracked via GPS. Barge locations are tracked
and estimated times of arrival at destination points are calculated and communicated to customers. FedEx and UPS use
GPS to help drivers find delivery destinations.
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QUARTERLY UPDATE 5/4/2009
SIC CODES: 3724, 3728
NAICS CODES: 336411

Trends & Opportunities
BUSINESS TRENDS

Tighter OEM Control - To make production more efficient, Boeing and other large aircraft OEMs are exercising greater
control over their contractors by specifying quality control inspection programs for suppliers, requiring that suppliers buy
metals like aluminum and titanium from designated providers, and reducing the number of suppliers.

Air Cargo Expansion - Air cargo traffic is growing faster than passenger traffic, causing more passenger airplanes to
be converted into freight-carrying aircraft. Both major aircraft manufacturers, Boeing and Airbus, are aggressively
seeking to expand their roles in the freighter conversion market, pushing out the once dominant third-party freight
conversion companies. While passenger jets currently outnumber freighters by more than 7-to-1, the number of
freighters has doubled in the past ten years.

Direct Pricing - Although many contracts are awarded after competitive bidding, especially for Department of Defense
business, some large OEMs are awarding more contracts based on direct pricing. These contracts are offered to a
manufacturer at a specific, nonnegotiable price. The effect is to reduce the number of contractors that OEMs deal with,
simplifying the production process.

Offset Manufacturing Agreements - With increasing competition from European aircraft manufacturers like Airbus,
US commercial aerospace manufacturers are beginning to see offsets as necessary to compete internationally. Offsets
are manufacturing or sales agreements between US aerospace companies and foreign governments that typically
involve establishing an overseas production facility. Aircraft part manufacturers either have to link themselves to these
offset expansions or slowly lose business to overseas production. China is a main location for offsets with the US
aerospace industry.

Reverse Auctions - Reverse auctions, where buyers announce product needs to a group of prequalified suppliers,
then at a pre-appointed time and date suppliers bid on fulfilling them, are gaining ground in aircraft part manufacturing.
Suppliers say reverse auctions make pricing readily visible and let small upstart companies compete with larger
suppliers, although reverse auctions slash prices and erode profit margins.

Composite Materials - More aircraft components are being made from a composite of plastics, fibers, and glue, rather
than from metal. The aircraft parts industry worries that use of composites, which offer several important advantages to
manufacturers, will be restricted by safety concerns.

Used Airplanes Slowing New Sales - The abundance and low price of used airplanes for sale in the US are primary
reasons for slower new aircraft sales. Replacement aircraft part manufacturers are benefiting from the sale of older
airplanes, while new part manufacturers are suffering. Used aircraft on the market need to be absorbed for new aircraft
sales to increase significantly.

INDUSTRY OPPORTUNITIES

Avionics - Electronic sensing, communications, and control systems are becoming more important to the aircraft
business, especially the military. Boeing is developing communications systems to allow commercial flyers to access the
Internet in-flight, and new air traffic control systems that rely on satellites are also being considered. Such systems have
greater profitability than regular aircraft parts, but are more difficult and expensive to develop.



Defense Budgets Likely to Increase - After decreasing for a decade, military spending for new aircraft is expected to
increase steadily in upcoming years. Spending will be high for development and production of the Joint Strike Fighter, an
advanced plane that will have an international market. Aircraft part manufacturers may see more consolidation in the
defense market in coming years, according to analysts. Consolidation is expected at all levels, with small and midsized
companies merging, and large companies acquiring smaller ones. Some large defense companies may even acquire
aircraft part manufacturers as a way to expand their product mixes.

Emerging Foreignh Markets - The US aircraft industry considers China a priority market for commercial aerospace
business. Opening the doors to aircraft trade with China will offer an enormous potential market for the US aerospace
industry, second only to the US market.
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QUARTERLY UPDATE 7/20/2009

SIC CODES: 3731
NAICS CODES: 336611

Trends & Opportunities
BUSINESS TRENDS

Industry Consolidation - Years of consolidation in the US military shipbuilding industry has resulted in two remaining
companies capable of delivering large ships to the US military: Northrop Grumman and General Dynamics. Northrop
Grumman is the only remaining supplier of aircraft carriers to the US Navy, and together the two companies work on a
number of shipbuilding projects, including nuclear attack submarines. However, because the US government wants to
encourage some level of competition and is reluctant to entrust major military shipbuilding projects to foreign
competitors, further consolidation of the shipbuilding operations of General Dynamics and Northrop Grumman is unlikely.
Market forces in the global commercial shipbuilding sector may lead to consolidation.

Emerging Foreign Competitors - The global economy is driving demand for more cargo ships, which is increasingly
being met by competitors in nations with emerging economies. With one of the world's fastest-growing economies, China
has become the world's third-largest shipbuilder after Japan and Korea. Other countries with rapidly emerging
shipbuilding sectors include Turkey, Vietnam, and Brazil.

Environmental Concerns - Shipbuilders are increasingly pressured to produce vessels that have less impact on the
environment. The International Council on Clean Transportation estimates that the world's ocean-going vessels produce
more sulfur dioxide emissions than every car, truck, and bus on earth. The International Maritime Organization says that
global fleet emissions will rise 72 percent in the next 20 years as an increasingly global economy drives demand for more
ships.

Increasing Demand for Container Ships - Most of the world's dry cargo is transported on container ships. The ships
are popular because they can carry thousands of containers that are easily loaded and unloaded, and containers can
be carried by truck or rail. As global trade increases, so has demand for new container ships.

INDUSTRY OPPORTUNITIES

Use of Composite Materials - The use of structural composite materials in shipbuilding is being explored. The unique
strength-to-weight characteristics of composites, combined with their ease-of-use in flexible manufacturing platforms,
make them a viable alternative to steel. Composites allow hulls and other large structures to be a single component
rather than be assembled from a collection of parts, which can increase automation and lower costs. Northrop Grumman
is using composite masts for the LPD-17 class of military ships, and will use them for the deckhouses on the upcoming
DDG 1000 Zumwalt-class Destroyer.

Increased Global Trade - As the consumer economies of nations such as China, India, Brazil, and Russia continue to
grow and become more influential, global trade is expected to increase. The rise in trade activity will require more ships
that are larger and faster than the current world fleet.

Unmanned Surface Vessels - Unmanned military marine vessels are being developed to provide critical mission
support while minimizing danger to human life. General Dynamics has delivered autonomously controlled unmanned
vessels to the Navy that are designed to provide anti-submarine support to the Navy's Littoral Combat Ship (LCS)
mission package.
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" Graphic Design Services
QUARTERLY UPDATE 4/27/2009

SIC CODES: 7336, 8099
NAICS CODES: 541430

Trends & Opportunities
BUSINESS TRENDS

Slow Industry Growth - The US graphic design services industry hasn't grown as fast as similar businesses or the
national economy during periods of economic expansion. The number of graphic design firms increased 8 percent in a
recent five-year period, while the interior design industry grew almost 20 percent. Both industries are part of the
professional services sector, which experienced a 15 percent growth in number of firms. During the same period, graphic
design industry revenue grew only a fourth as fast as the nation’s economy. Competition from online graphic design
firms, low-cost offshore agencies, and in-house designers inhibit domestic startups.

Fluctuating Employment, Wage Levels - Although the early 2000s recession led to cuts in the graphic design
workforce, which stayed below pre-recession levels for more than four years, firms are paying higher wages. After the
recession, graphic design industry employment fell 10 percent in one year and almost 15 percent in four, while wages
increased almost 35 percent. Rising wages help attract designers who may otherwise work in-house for clients, and also
reflects an increasing focus on more strategic and high-end services.

Developing Message Content - In addition to visual content and layout, full-service graphic design firms increasingly
are meeting client needs for text. Complex design projects require researching client offerings, audiences, and
competitors, which also helps develop written messages. Most design firms don’t have writing expertise in-house,
because copywriting isn't a traditional graphic design service, so they subcontract that to professional copywriters.

Ongoing Technical Innovation - The shift to digital graphic design has transformed the industry, enabling new
competition, processes, and services. Continual innovation requires designers to keep current with new technology that
makes processes easier and faster. New technologies, such as wireless devices and podcasting, create new marketing
venues and demands for graphic design services.

INDUSTRY OPPORTUNITIES

Strategic Design - Leading graphic design firms are shifting focus to strategic design to support client corporate
communication strategies. Rising competition -— particularly at the low-end from overseas outsourcing, online services,
printers, and do-it-yourself graphics software -— has led design firms to develop value-added service offerings at the
high end. Because strategic design closely aligns with client competitive market goals, design firms best-suited to take
advantage of the opportunity are those whose designers and account staff also have marketing and business
management education or experience.

e-Commerce Website Design - Technically astute graphic design firms are adding transactional websites (e-
commerce) to their services, helping client sales efforts. E-commerce site contribution to total US retail sales is
increasing rapidly, doubling its share in a recent five-year period. E-commerce sites require ongoing updates of product
images, text, and layout, in support of client companies marketing strategies.

Design for Electronic Video Media - An expanding market for video media, including movies and TV, DVDs,
electronic games, and wireless devices, creates opportunities for graphic design firms. Firms that specialize by medium,
like DVDs, or by industry, such as film production, can establish branding as experts. Animation and experience in
interactive and made-for-the Internet media are becoming important to clients.



Global Market - Technology has enabled graphic design firms to service clients internationally, and some design firms
have offices abroad. Clients with international audiences require graphic design firms that have cross-cultural savvy and
multi-lingual capabilities. Design firms that establish international offices often do so to service an existing major client,
an industry concentration, or to take advantage of their designers' global experiences.

Superior Customer Service - Providing the best responsiveness to clients is a differentiating factor in services
businesses like the graphic design industry. Better service involves listening more attentively to clients and paying more
attention to details, being flexible and creative, conducting effective product or audience research, offering clients
choices, and meeting due dates and budgets. Smaller firms that focus on a small number of clients can often provide
more responsive service than larger companies.
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QUARTERLY UPDATE 5/11/2009
SIC CODES: 0781, 8712
NAICS CODES: 54131, 54132

Trends & Opportunities
BUSINESS TRENDS

Combining with Engineering Firms - More architects are combining with engineers in so-called architect/engineering
(AE) firms, as the line between the two has blurred and as more project work is of the "design-build" type: one firm does
both the design and building work to ensure good project integration. Larger firms, especially, have adopted this format
to offer a broader line of service to clients; among the 100 largest design firms in the country, only a handful are pure
architect firms.

Security Considerations - Architects expect that security and evacuation systems will become a higher priority in
designing buildings and other facilities: lobbies will be enlarged to accommodate enhanced security functions, protective
barriers will be introduced, adjacent or underground parking areas will be avoided, and more attention will be paid to
engineering upgrades, such as better fireproofing, improved structural supports, and impact-resistant stairwells.

Green Building - "Green building," or environmentally sensitive architecture, is benefiting from more government
incentives, grant programs, success stories, and better marketing strategies. The process of certifying buildings as
"green" will soon become easier for design and construction teams: the US Green Building Council is updating its
sustainable building rating system, which will simplify documentation requirements.

INDUSTRY OPPORTUNITIES

Consolidation Smooths Construction Cycles - Since larger firms are better able to provide a constant work supply
and offer a greater range of services than smaller firms, many firms have an active consolidation strategy. Firms with
more than 20 employees have more than doubled in the past decade.

Decayed Public Infrastructure - Spending to improve or replace public buildings, like schools and hospitals, is likely to
continue at high levels in future years. Many public schools are in poor physical condition. Hospital rehabilitation and
replacement are also expected to continue. From 2002 to 2005, spending on healthcare construction grew 30 percent.

Migration to South, West - Although the total US population increases only 1 percent per year, the population of some
areas of the country grows much faster because of internal migration, leading to higher levels of housing and
commercial construction. In the past two decades, the South and West have grown most rapidly, while the Northeast has
had much lower growth. The states with the highest population growth in are Utah, Arizona, Texas, North Carolina, and
Colorado.

Computer Software Technology - Using 3D computer animation programs, architects can design more intricate
interiors and walk clients through structures. Computers replaced most drafting work more than a decade ago, but newer
hardware and software allow designers to produce more sophisticated designs. Programs like AutoCAD, Maya, and
Catia, powered by high-end PCs, let designers work with 3D models. The latest design applications can help architects
quickly develop renderings and 3D models of their designs to help clients understand and commit to a proposal, and
help construction crews visualize the architect's intent.
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SIC CODES: 7389
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Trends & Opportunities
BUSINESS TRENDS

Niche Specialization - Although the public may perceive interior design as home decorating or full-service interior
space planning, many interior designers specialize in niche aspects. Lighting, kitchen and bath, and closet design are
common specialties. In high demand are acoustics and noise abatement specialists, many of whom have combination
engineering and design degrees. Advances in technology have increased specialization in home theatres, spas, indoor
gardens, security systems, and state-of-the-art conference facilities.

Employment and Wage Growth - The interior design industry has been adding employees and raising wages for a
decade, although workforce levels can fluctuate 15 percent within a year to meet project demands. Industry employment
increased almost 20 percent in a recent five-year period, and almost 30 percent in a decade. Firms have raised wages
13 percent in five years, and almost 30 percent in a decade.

Dominance of Large Architectural Firms - Large architectural firms, some with offices in over 20 cities, are leaders in
US interior design. Architectural firms have extended their services to include interior design, as well as urban design
and planning, strategic consulting, and graphic arts services. To provide expanded services, architectural firms are
buying interior design and other specialty practices. Prominent architecture firms consistently rank among the top interior
design firms in annual rankings by Interior Design, a respected authority and bellwether of style.

Celebrity, Designer Brands - The popularity of brand-name products can limit the creative range that interior
designers prefer. World-famous designers and design-house furniture are popular among clients on the high end, and
celebrity-branded merchandise among clients of more moderate means. Martha Stewart and Cindy Crawford are among
the moderately priced celebrity brands that are receiving high visibility and popularity through advertising campaigns.

Fashion Consciousness - Interior design in many markets is highly pegged to current fashion in décor and use of
space. Colors, style, themes, and interior building materials are subject to fashion trends, creating opportunities for
redesign or redecorating within a few years. For example, office design has evolved from cubicles to open space and
back to cubicles, and home design now favors marble, granite, and natural wood. Interior designers use the same
annual color authority as do fashion designers: the definitive PANTONE Textile Color System. Staying current with new
colors, fabrics, materials, products, and styles is a necessity for designers with fashion-conscious clients.

INDUSTRY OPPORTUNITIES

Superior Customer Service - Providing the best responsiveness to clients is a differentiating factor in interior design,
because service defines the business. Smaller firms that focus on providing better service can compete effectively with
larger companies. Better service involves listening more attentively to clients and paying more attention to details, being
flexible, searching for materials or products, offering clients choices, and honoring due dates and budgets.

Universal Design - Interior designers whose projects conform to universal design principles can quickly become
experts in the field. Universal design involves product selection and creation of environments that are easy for people of
varying physical abilities and ages to use. Examples are wide doorways and minimal thresholds that accommodate
wheelchairs, and lever style handles that children and the elderly can use easily.

Design for Aging-in-Place - Home modification for aging-in-place is the fastest growing segment of the residential



remodeling industry, according to the National Association of Home Builders (NAHB). Most retiring or retired homeowners
plan to remain in their current homes as they age, according to the American Society of Interior Designers, but will need
to modify their houses. To prepare for this growing market as baby boomers age, designers may enroll in the Certified
Aging-in-Place Specialist (CAPS) program NAHB developed in collaboration with AARP. The program addresses
business, technical, and customer service skills specific to aging-in-place issues.

Sustainable, Green Design - Sustainable, or “green,” design is the fastest growing segment of the interior design
business, according to American Society of Interior Designers. Green design involves using environmentally-friendly
materials and products that come from sustainable, renewable resources and are healthy for people and the planet. For
example, green designers use wood that the Forest Stewardship Council verifies comes from ecologically sustainable
forests, paints that are non-carcinogenic with minimal chemical emissions, and energy-efficient appliances that have the
EnergyStar rating.

Healthcare Industry - To attract new patients and reduce costs, healthcare facilities are redesigning interiors to make
them more efficient and inviting to patients. Consolidation in the healthcare industry leads to the expansion and redesign
of existing buildings and the creation of suburban and satellite offices that bring services closer to targeted patient
populations. Healthcare companies redesign interiors to increase patient-per-day ratios and address the needs of
growing demographic groups, such as the aging population.
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SIC CODES: 7922, 7929
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Trends & Opportunities
BUSINESS TRENDS

Higher Wages - Performing arts companies, once known for lower-than-average pay, have increased wages
significantly in recent years. Average industry wages grew 56 percent in a recent five-year period. Average annual
wages were over 25 percent higher than the national average in a recent year.

Simpler Productions - Partly in response to rising wages and costs, many performing arts companies are containing
growth, downsizing, or simplifying. Many companies select works that require simpler production or can be modified to
reduce costs. Companies limit the number of performers, use less elaborate scenery and sets, and reduce scene,
costume, and other changes.

Changes in Consumer Demographics - Growth of US consumer groups is changing as the large baby boomer
generation retires and the national population ages, factors to consider in marketing and audience acquisition. The
population over 65 will increase 36 percent from 2010 to 2020, according to government projections. In contrast, those
45 to 65 will increase only about 3 percent, and those 20 to 44, about 4 percent.

Employment Growth - The US performing arts industry is poised for above-average employment growth from 2006 to
2016, according to government projections. Estimates indicate that employment of producers and directors will increase
17 percent; dancers, 15 percent; actors, 12 percent; and musicians and singers, 7 percent; compared with 11 percent
national growth for all industries. A rise in the number of smaller organizations is expected to contribute in part to the
growth.

Artist as Enterprise - Successful solo performing artists, especially pop singers, have become big business. Artists are
figureheads for the companies they form to manage their name as a brand. Companies extend an artist's brand through
merchandising and private-labeling to recorded music, videos, clothing, jewelry, and other consumer items. Some stars
become paid spokespersons for social or environmental causes and endorse products.

INDUSTRY OPPORTUNITIES

New Audiences - Opportunities exist to develop new audiences, especially as the population ages and retirees become
the fastest-growing segment. Attendance at live rehearsals and special daytime performances, discussion groups, and
classes appeal to seniors. Leading performing arts companies bring free programs to public audiences of diverse
demographics, many of whom would not otherwise attend, by working with city-funded or private-public partnerships and
sponsors. New York City is a leader in providing live outdoor public performances, reaching thousands of people at a
time.

Performing New Works - Leading-edge groups, often small in size and budget, have long included new works in their
repertoire, but more companies are now doing so. Major New York orchestras and operas, for example, are staging
recently created works and have budgets to commission new ones, according to The New York Times. Original theater
works often debut off-Broadway and after a successful run, appear on stages around the country. Experimental and
avant-garde productions, which appeal to special audiences, do well in Chicago, a city known for new theater works.

Technological Advances - The industry is expanding its use of computer and communication technology to deliver live
and prior performances. The Metropolitan Opera broke new ground in 2006 by broadcasting live performances in high-



definition to audiences in 200 movie theaters in the US and Europe. The broadcasts are credited with stimulating new
global interest in opera, according to The New York Times; as a result, the Met tripled the number of screens the second
year. Other technologies gaining popularity for delivery include Internet streaming and downloads, subscription radio,
and TV-on-demand.

Issue-Oriented Programs - Some performing arts companies are joining efforts with groups supporting issues for the
public good. For example, a Boston ballet theater group received a $100,000 foundation grant to help fund collaboration
between the dance community and organizations that support the environment, healthcare, education, and human
rights, according to The Boston Globe. Project plans included a festival, conference, publication, website, and youth
programs.

Social Network Marketing - Solo performers and small groups have spearheaded the industry's use of social
networking websites, where consumers post notes, share photos, and build extended networks of online acquaintances.
Organizations like orchestras and theater groups are also posting performance video clips on social network sites, where
fans view and share the clips for free - a form of "viral marketing" in which consumers spread the publicity. Third-party
technology companies sell "social marketing” software and services that enable posting of performance schedules, box-
office and merchandise links, still photos, and videos.
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Trends & Opportunities
BUSINESS TRENDS

Nature-Based Tourism - Ecotourism, adventure travel, wilderness travel, and car camping are becoming the primary
purpose of travel, which increases demand at national and state parks and historical sites and museums in the vicinity.
The number of people recreating outdoors has risen more than 25 percent, and those visiting national parks has
increased 75 percent in the past few years.

Art Sales - Museums are increasingly selling their collections to make up for deficits in operating expenses. Reduced
funding from private donors has hurt museums, which rely largely on donations. The large flow of capital that an art sale
can create often allows struggling museums to use the funds for operating purposes.

Popularity of Block-Buster Exhibits - Traveling exhibits can account for a large part of the revenue of a museum. A
study by the Virginia Center for Urban Studies shows that a major exhibit can contribute more than a quarter of annual
income, and that average spending per visitor for large exhibits can be more than $35. While large exhibits bring in
revenue, some critics believe they funnel resources into spectacles rather than education.

Specialty Museums - More new museums are designed to focus on one subject. In the Smithsonian’s National Gem
Collection, objects are organized in themes in different galleries. It contains real objects that can be touched and has
four simulated mines that visitors can enter. New museums more often are “hands-on” rather than “look-at” galleries.

INDUSTRY OPPORTUNITIES

Corporate Sponsorships - Corporate sponsorship of specific exhibits has become a new source of revenue for some
museums, zoos, and parks. Corporations receive recognition at exhibits and in advertising and press releases, and
receive VIP passes to distribute to customers or managers. To encourage corporate sponsorship, some museums
compile detailed demographic and financial information about their visitors.

Digital Inventory Records - In an effort that aids scholarly research and makes more material accessible to the public,
some museums have created digital records of their collections, some of which can be viewed online. The records, which
include photos and detailed object descriptions, can be used for study or to build virtual exhibits at Internet sites.
Although the technology is now relatively affordable, the labor required has been an impediment for many museums.

Technology Enhancement of Exhibits - Computer simulations make exhibits more educational and entertaining, and
allow curators to explain more details of an exhibit. For example, digital devices allow visitors to hear the sounds of
exhibited musical instruments. The rapid evolutions of animation technology, and lower prices for the necessary
equipment, have made exhibit enhancements more common.
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Gambling Operations

QUARTERLY UPDATE 5/11/2009
SIC CODES: 7011, 7993, 7999
NAICS CODES: 7132, 72112

Trends & Opportunities
BUSINESS TRENDS

Strong Industry Growth - The gambling industry has grown rapidly in the US as gambling has become more socially
acceptable and as state governments have welcomed gambling as a major source of revenue. Casino hotels, which
account for the majority of industry revenue, have become larger, generating average annual revenue of more than
$100 million.

Racetracks - One of the largest growth areas within the casino industry is racetrack casino facilities (which include
horse tracks, dog tracks, or jai alai, with onsite gaming machines). Annual racetrack casino revenue is about $2 billion.

More Emphasis on Company Meetings - Company meetings are a double bonus for hotel-casinos, which benefit
both from room rentals and increased casino traffic. As a result of decreased visits by tourists, Las Vegas hotels now
devote more resources to attracting smaller and midsize business meetings.

Child-care Services - Some casinos are opening onsite child-care facilities to allow parents to gamble without having
to supervise their children. The trend is spurred by a rise in crimes against unattended children in casinos. Some casino
operators are concerned that onsite child-care facilities could increase liability and risk of litigation. The service is
offered for a fee that can be paid with points earned from gambling.

INDUSTRY OPPORTUNITIES

More States to Allow Gambling - Casino gambling is likely to spread to more states, principally through Indian-owned
casinos. The existence of state-run lotteries has increased the acceptance of gambling in the US, and the economic
success of Las Vegas has increased the local political appeal of hosting casinos, especially in economically depressed
regions. Although casinos will probably be allowed directly in large urban areas, the expansion of legal gambling
operations close to urban areas is very likely.

New Games - Because slots, video poker, and other machine games are essentially computerized video games,
developing new games and formats is easy. Gaming manufacturers, like Bally Technologies, produce about 25 new
models per year, and hire video game designers from the consumer video industry. Although many new models are
cosmetic variations on existing games, new games of chance are also being introduced.

Wide-Area Progressive Gambling Systems - Gambling machines can be electronically linked so that every bet on
each machine contributes to a "progressive" jackpot until one player wins. Pooling the wagers from many machines
allows bigger jackpots, which attracts players. Progressive systems are more profitable to the house than stand-alone
machines.

Frequent Gambler Rewards Programs - Consolidation in the industry has been driven partly by operators' desire to
market multiple gambling locations to a core of dedicated gamblers. Various types of reward programs allow loyal
gamblers to accumulate credits for visiting other company casinos. Gamblers in other states, for example, are
encouraged to visit flagship company casinos in Las Vegas.

Managing Indian Casinos - The proliferation of casino and other gambling operations, mainly on Indian reservations,
has created opportunities for existing companies to sell their operating skills on a fee or percent-of-revenue basis to the
new casino owners, who typically have no experience in casino management. Management operating fees of 25 to 35



percent of revenue are typical.
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Consumer Product Rental

QUARTERLY UPDATE 6/22/2009
SIC CODES: 7299, 7352, 7359, 7841, 7999
NAICS CODES: 5322

Trends & Opportunities
BUSINESS TRENDS

Industry Consolidation - The consumer goods rental industry has consolidated substantially in the past few years.
Aaron Rents bought Prime Time rentals in October 2007; Classic Party Rentals, the largest event equipment rental
company, has acquired several companies since a change of ownership in 2007; and Rent-A-Center made three
significant acquisitions from 2005 to 2006.

Declining Video Industry Revenue - Since 2005, the instore video rental market has declined worldwide, caused by
weak titles released for home video, increased competition from mass retailers for video sales, piracy in international
markets, and competition from alternative forms of home entertainment. Low prices movie studios charge for DVDs can
make movie rentals less attractive. Industry experts expect the decline to continue as new devices for downloading
videos are developed for the home market.

Legislation Governing Video Game Content - Violence at schools has increased support for states to introduce
legislation governing video game content. In California and Oklahoma, courts struck down laws against enforcing video
game restrictions; the first amendment was cited for the reversal. Further legislative attempts are expected to curb youth
access to violent video games, which could impact video game rentals.

Growth in Temporary Assignments - Companies in a variety of industries are increasing the number of contract
workers they use. Temporary employee assignments in locations other than their home base are also becoming more
common. Such workers often find renting furnishings for a short period more convenient than staying in motels. Furniture
and electronics are often rented for the period of the contract or temporary assignment.

INDUSTRY OPPORTUNITIES

Medical Equipment - The aging US population, combined with a desire to keep seniors in their homes longer, should
increase demand for home medical equipment. Such equipment can be expensive to own and may be needed for a
limited time. These factors combine to make renting medical equipment attractive, particularly if insurance covers the
rental payments.

Internet Rentals - The video market has changed with online renting. Even industry leader Blockbuster allows online
rentals, in part to compete with online firms such as Netflix. Small video rental stores can use the Internet to expand their
reach. Rent-to-own stores use websites to showcase inventory and sell used items.

Radio Frequency ldentification (RFID) - RFID is increasingly being used to track inventory. While mass retailers
accepted RFID several years ago, the technology has become inexpensive enough for some rental companies to use it,
improving inventory management and customer service.

Transition to HDTV - The mandated conversion of all TV broadcasts to digital format in 2009 will spur consumer
demand for HDTV sets. Rental companies can take advantage by offering rent-to-own programs to those who can't
afford to buy a new HDTV set. Young adults with poor credit histories often opt for rent-to-own programs.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
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Catering Services

QUARTERLY UPDATE 4/27/2009
SIC CODES: 5812
NAICS CODES: 722320

Trends & Opportunities
BUSINESS TRENDS

Food Prices Rise - Prices for farm products and processed foods have increased 25 percent over the past five years.
Caterers rely on both unprocessed farm foods such as eggs and fruit, as well as processed foods like rolls, sauces, and
prepared desserts. Food price increases are generally passed to clients. Sharp increases in food costs can result in
fewer bookings or more cautious menu selections.

Off-Premises Becoming On-Premises - Some caterers that have built a successful off-premises clientéle are leasing
space to host onsite events. Having a dedicated presence helps build name recognition and project a sense of
permanence. Caterers that lease an on-premises facility can generally set their own hours: unlike restaurants, the shop
can close whenever there aren't any reservations.

Wages Rise - While wages remain nearly 30 percent lower than the national average, average hourly earnings for
catering and mobile food service employees have risen steadily. Over the past 10 years, wages have risen nearly 70
percent, much higher than the national increase of 40 percent. In spite of the strong seasonal demand for catering
services, wages generally don't drop during the slower winter months.

Utility Prices Skyrocket - The costs of commercial natural gas, electricity, and gas have rapidly increased over the
past 10 years. The cost of commercial natural gas, typically required for large-scale cooking and grilling, has doubled in
10 years. The cost of gas, necessary to transport food for off-premises functions, has tripled.

Shorter Events - Clients and catering patrons are growing weary of long drawn-out food affairs. To shorten meal times,
clients are forgoing multiple sit-down courses in favor of a more flexible start and ending time. Passed hors d'oeuvre,
small plates, ice cream socials, and dessert waffle stations are increasingly popular.

INDUSTRY OPPORTUNITIES

Expensive Celebrations - Many groups celebrating milestones are spending large amounts to make the event
memorable. Landmark birthdays, anniversaries, and religious events can be "spare no expense" functions costing
hundreds a head. Caterers that go beyond food to provide "experiences" can capitalize on high-dollar, high-margin
catering functions.

Expanding into Event Management - Caterers can grow their business beyond food to include event management.
Organizing exhibitions, seminars, conferences, and festivals is a natural extension of a caterer's core expertise. Event
management can be highly profitable, especially during times of economic strength.

Increasing Chef Visibility - Caterers are taking a cue from open-air kitchen restaurants by placing chefs in full few of

the public. The visible presence of a chef and cooking staff can entertain guests and showcase cooking skills that might
otherwise be hidden inside an on-premises or mobile kitchen. Increasing chef visibility can also help improve the image

of catering as uninspired, mass-produced food service.

Turning Food into Retail Products - Innovative caterers are developing retail grocery products from the recipes they
create. Caterers often try to get known for one signature menu item, such as praline cheesecake, barbecue, or gourmet
pizzas. Branded products can be sold in local markets or over the Internet, adding new revenue streams and serving as
a marketing vehicle for the caterer.



Going Green - Just as many fullservice restaurants are emphasizing sustainability, caterers are discovering new
revenue streams by going green. By emphasizing local and organic produce, recycled products, and biodiesel
transportation, caterers can market themselves as an environmentally oriented food service provider.

Fine Cuisine - Interest in quality food is no longer the exclusive domain of the "foodie." Americans are expanding their
palates to try new and interesting food items. Caterers are capitalizing on this interest by increasing the complexity (and
price) of food at buffets, cocktail receptions, and sit-down dinners.
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" Boat Dealers

QUARTERLY UPDATE 7/20/2009
SIC CODES: 5551
NAICS CODES: 441222

Trends & Opportunities
BUSINESS TRENDS

Boat Financing - About 80 percent of new boats are bought with financing. Including used boat loans, the market is
about $15 billion a year. Boat dealers fear that financing companies will quit the recreational marine business to search
for more profitable opportunities. Boat dealers expect lower consumer loan approval rates and lower commissions to
dealers for referrals.

Service Dissatisfaction - Many customers are dissatisfied with their interactions with boat manufacturers and dealers
and marine technicians. Faced with mounting frustration from lack of access to dealer service, boaters stop enjoying
their boats, which reduces sales and spurs some boaters to leave the sport. To combat this complaint directly, National
Marine Manufacturers Association (NMMA) and Marine Retailers Association of America (MRAA) have created the
"Uniting the Boating Industry for Growth" campaign to increase customer satisfaction.

Internet Sales - Boat listings are appearing more frequently on the Internet. MarineMax, the world's largest recreational
boat dealer, wants to give its products broader year-round appeal through Internet auctions. About 3 percent of
company revenue is from boats sold on its website.

Personal Watercraft (PWC) - Sales of small, fast boats, called PWC, have brought new revenues to boat dealers.
However, the number of accidents these boats have been involved in has caused boat safety to become an issue in
recent years, causing sales to drop.

Boating Fatalities Decreasing - Boating fatalities in general have continued decreasing since the Federal Boat Safety
Act of 1971. Over the past 40 years, annual fatalities per 100,000 boats decreased from 33 to 5.

Aluminum: Alternative to Fiberglass - In addition to saving money, some boaters are choosing aluminum boats for
their durability, despite a bumpier ride and less attractive body styles. Aluminum-hulled boats are typically less expensive
than fiberglass boats of comparable size and equipment.

INDUSTRY OPPORTUNITIES

Boat Shows vs. Internet - Boat shows have long been the main source of information for consumers and members of
the boating industry, but the Internet is a growing resource for boat information. A National Marine Manufacturers
Association (NMMA) study finds that 40 percent of new boat buyers first went to a boat show, a primary sales tool for
dealers. The number of boat shows in the US has increased to around 200 each year. However, according to Home Port
Marine Marketing, an increasing number of consumers are using the Internet rather than boat shows for information on
boat sales, trends, and new products.

Service/Maintenance Revenues - Service and maintenance are becoming a greater and more stable source of
revenue for dealers. While new boat sales accounted for 68 percent of revenue at MarineMax recently, the average
dealer gets only about 50 percent of revenue from new product sales, and an increasing share from services.

High-Tech Boating Equipment - Boating technology is becoming more affordable, with a wide range of new products
available. GPS has become the most popular marine equipment add-on in recent years, according to the Michigan
Boating Industries Association (MBIA). Especially with luxury yachts and sport fishing boats, high-tech features, such as
high-end sound systems, video systems, radar, sonar, Internet access and satellite TV, are becoming more common.
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Q:, INDUSTRY PROFILE

Art Dealers and Galleries

QUARTERLY UPDATE 5/4/2009
SIC CODES: 5999
NAICS CODES: 453920

Trends & Opportunities
BUSINESS TRENDS

Healthy Art Market - After rebounding from the last recession, the global art market is showing healthy growth across
several venues. Attendance and spending increased at several major art fairs and total spending at art fairs totaled
about $1 billion in 2006. Within the last few years, auction houses have experienced record-breaking sales by both
established and new artists. As demand for fine art grows, prices should increase as collectors compete for the most
desirable pieces.

Digital Revolution - Technology has helped expose the mass market to fine art and made it more affordable. The
advent of digital technology has affected how art is created, reproduced, and displayed. Digital has virtually replaced film
photography. Computers can create digital copies of art that appear identical to the naked eye. The Internet can expose
the work of any artist to a global audience.

Younger Collectors - Growing affluence and interest in art from the under-40 demographic has resulted in more young
collectors. Many young art buyers have disposable income and see art as an investment. The growing earning power of
young women has also fueled interest in art. Fairs focusing on less expensive art (under $4,000) help younger
customers start collections.

Non-Traditional Mediums, Methods - Artists are experimenting with new mediums, methods, and technology,
especially in sculpture. Pressure to be different in the competitive art market, combined with the desire to create a
unique expression, has led some artists to use new mediums and methods. Examples of innovation include crocheted
fiberglass, sculptured blown glass, and the use of Parian Il (a less expensive stand-in for marble).

INDUSTRY OPPORTUNITIES

Superior Customer Service - Providing superior customer service helps dealers develop customer relationships and
turns buyers into collectors. Dealers work to educate clients and may accompany them to art fairs, museums, and
auctions. Serious art collectors often rely on dealers to develop private collections and resell artwork. Because art can
be expensive, the sales cycle can be lengthy and require attentive service.

Specialized Products - Companies can differentiate themselves by specializing in a particular category of art, such as
animation or celebrity, oversized, or ethnic art. The definition of art is broad and the range of choices can be
overwhelming. Specializing allows dealers to develop an area of expertise and establish a market niche. Many high-end
dealers specialize in certain periods (such as Old Masters or Contemporary) or artists, and become recognized experts
on their subjects.

Leveraging the Internet - Dealers can reach potential buyers beyond local markets by displaying artwork and offering
related information on websites. The Internet allows customers to browse collections at any time from anywhere.
Companies can offer detailed information on pieces, including artist background and period history. While high-end
buyers are unlikely to buy expensive pieces over the Internet, websites can generate interest and motivate customers to
visit galleries.

Special Events - Special events, such as artist receptions, create excitement and drive traffic. By putting artists,
collectors, and art enthusiasts together, dealers increase the chance of a sale and generate publicity. Charitable events



can improve a company's reputation in the community. Dealers may collaborate and hold "gallery walks" to draw crowds,
and may participate in events away from their gallery, such as art fairs, to reach a broader audience and create
awareness.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
not intended to furnish detailed information about the creditworthiness of any individual borrower or purchaser or to be used for making any loans, leases or
extension of credit to any individual borrower or purchaser. First Research, Inc. is not an investment advisor, nor is it in the business of advising others as to the
value of securities or the advisability of investing in securities, and the Profiles are not intended to be relied upon or used for investment purposes.”

© Copyright 2007, First Research, Inc. All Rights Reserved. This information cannot be copied, sold or distributed in any manner without the written permission of
First Research, Inc. www.firstresearch.com



ﬁ? First Research

Q\“. INDUSTRY PROFILE
.

" Amusement Parks & Arcades
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SIC CODES: 7993, 7996
NAICS CODES: 7131

Trends & Opportunities
BUSINESS TRENDS

Expansion of Branded Parks - To capitalize on their reputation for quality and safety, larger park operators have
expanded their holdings. Six Flags, for example, re-branded a dozen parks that had operated under other names. The
number of amusement parks owned by the eight largest companies increased from 44 in 1997 to 62 in 2002.

Industry Employment Mirrors Volume - Because of the strong seasonality of admissions, industry employment peaks
in July at about twice the level of the winter months. Winter jobs have increased 50 percent in the past decade as parks
have expanded in the South or gone indoor in northern states. During the last recession, total industry jobs fell 12
percent as admissions dropped.

Suppliers Improve Ride Safety - Companies, consumers, and state regulatory agencies demand continuous safety
improvements for mechanical rides. Suppliers comply by using “force reactive” support to protect against the G-force
impact of thrill rides, and restraint systems, headrests, and padding. Suppliers provide increasingly refined computerized
control and braking systems that monitor and automatically stop rides if necessary.

Taller, Faster Roller Coasters - Roller coasters are the focus of many amusement park marketing efforts. A big roller
coaster like the “Top Thrill Dragster” at Cedar Point in Ohio is 420 feet high, has a top speed of 120 miles per hour, and
cost $25 million to build. While such rides can help promote a park, they're also expensive to maintain because of the
greater safety issues involved. A serious accident on a featured roller coaster can be a marketing disaster.

INDUSTRY OPPORTUNITIES

Attractions for Older Visitors - In contrast to no growth for amusement parks' current target audience, the number of
Americans 45 to 64 will increase 30 percent between 2000 and 2010 and make up more than a quarter of the US
population. This group has little interest in thrill rides except as spectators, but is more interested in food and shows,
educational and nature exhibits, and "soft" activities like driving ranges and bingo. While many parks currently offer
discounts to seniors, few have attractions specifically for them.

Technology to Improve Safety - To increase safety, parks can use sophisticated centralized computers to monitor
amusement rides, adjust them while in operation, and if necessary, shut them down automatically. Equipment with special
sensors performs maintenance on hard-to-reach sections of rides. Some companies also use advanced imaging
machines to examine ride parts subjected to high stresses.

Complementary Business Developments - Because they often have large amounts of land available, some
companies run operations that complement their amusement parks, such as movie theaters, hotels/motels, RV parks,
campgrounds, lake beaches, riding trails, all-terrain-vehicle courses, and golf courses. Such additional developments
are most common for parks that remain open year-round. In some cases, the amusement park is just one piece of a
larger vacation destination.

Arcade Improvements - To counter competition from home computer games, arcades feature more games that require
special input devices like guns, steering wheels, and motorcycle seats; and games that provide realistic feedback and
that can include multiple players. Some arcades that have expanded into family entertainment centers, which include
restaurants and child care services, get more than half their revenue from food.
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QUARTERLY UPDATE 4/27/2009
SIC CODES: 7941
NAICS CODES: 711211

Trends & Opportunities
BUSINESS TRENDS

Team Stability - No team in the four major leagues has folded, though several have relocated to other cities, in the past
10 years. Unlike major leagues outside North America, the worst teams aren't demoted to a second tier league. Instead,
they get the highest draft choices for new players and share in revenues from TV and licensing deals. Following mergers
with rival football, basketball, and hockey leagues in the 1970s, the major leagues have focused on team stability to build
fan loyalty and secure multi-year TV contracts.

Rising Ticket Prices - The price of admission for sporting events has been rising faster than inflation. The Consumer
Price Index (CPI) for sporting event admissions has risen at nearly twice the rate of the overall CPI since 1999. Ticket
prices of $50 or more for the NBA, NHL, or NFL makes it expensive for the average family to attend games, especially
when combined with high concession prices.

Facility Upgrades - Professional sports teams have been upgrading their facilities, either by renovating existing
stadiums and arenas or building new ones. Teams are seeking higher corporate sales by adding luxury suites and
expanding concessions. In a recent three-year period, over $3 billion of renovations or new construction of major league
sports venues were completed. Many other new projects have been proposed or are underway, such as the $800 million
new stadium for the San Francisco 49ers. Since about 70 percent of major league venues are publicly owned, teams
must often negotiate funding and revenue sharing agreements with local governments for any facility upgrades.

More Foreign Athletes - The international popularity of baseball, basketball, and hockey has created talent pools of
foreign players that teams are now actively recruiting. MLB has long recruited players from Latin American leagues and
in recent years has signed many star players from Japanese leagues. The NBA is recruiting players directly from Latin
American and European leagues, and is taking advantage of the higher number of foreign athletes playing basketball for
US colleges. Over 20 percent of NBA players are now from outside the US. The NHL signed many players from the
former Soviet Union and recruits from both amateur and professional leagues in Europe.

Selling Naming Rights - Teams are earning big money from selling naming rights for stadiums and arenas to corporate
sponsors. Over two-thirds of major league facilities have naming rights deals; the average annual revenue for naming
deals has increased over 60 percent since 1999. Despite the high prices, some teams are wary about harming their
brand name by selling naming rights and are offering sponsors less expensive rights to name areas within the stadium or
arena.

INDUSTRY OPPORTUNITIES

Expanded TV, Online Exposure - The proliferation of cable TV channels and the ability to view live video on the
Internet create new vehicles for teams to reach their audience. The major leagues have their own networks, though
some of them don't broadcast games. In 2002, the New York Yankees and Boston Red Sox were the first teams to form
their own cable networks; other teams followed or have announced plans to launch their own networks. DIRECTV and
regional sports networks, such as FOX Sports Net, provide additional ways to expand coverage. Live webcasts of games
reach long-distance fans and broaden exposure to younger fans.

Family-Friendly Marketing - Major league teams in smaller markets, minor league teams, and teams not in the “big
four” major leagues, can build fan loyalty by appealing to families. Growing family attendance at games results in higher



ticket sales and helps build the next generation of fans. Family-friendly marketing can include specially priced ticket
packages, promotions involving giveaways for kids, birthday party hosting, and fun contests during time-outs or
intermissions.

Hispanic Fans - The US Hispanic population is projected to grow nearly four times faster than the overall US population
from 2000 to 2010. Hispanics represent an opportunity for teams to grow their fan base, particularly for basketball,
football, and hockey. Baseball has traditionally drawn more Hispanic fans, due to the popularity of the sport in Latin
America and large number of Hispanic players. Teams in the other sports are targeting the Hispanic audience by
developing Spanish versions of their websites, providing Spanish-language broadcasts of games on radio and TV, and
sponsoring youth clinics in Hispanic communities.

Enhanced Community Relations - Establishing a positive image in the local community is important for teams to build
long-term fan support. Teams with losing records depend on loyal fans to keep attendance high. Teams participate in
fundraisers for local charities and require players to attend local community events. Given negative publicity about drug
use and off-the-field behavior by some players, teams are instituting player conduct rules and placing greater emphasis
on character in player selection. Players who are positive role models in the community help teams build loyalty among
both youth and families.

International Expansion - The major leagues continue to invest in building international fan support. These
investments have primarily involved staging pre-season games in foreign countries or holding off-season exhibition
tours. Since 2005, the NFL holds one regular season game a year in Mexico City, and developed NFL Europa to
increase exposure in Europe. The growing popularity of baseball and basketball outside the US could lead to MLB
establishing teams in Latin America or Japan and the NBA expanding into Europe. The NHL has also considered
expansion into Europe.
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SIC CODES: 7011
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Trends & Opportunities
BUSINESS TRENDS

Acquisitions, Consolidation - Hotel chains' marketing efficiencies drive acquisitions, and increasingly, so do REITs.
The number of unaffiliated, independent hotels decreased more than 30 percent over a recent 10-year period. REIT
managers acquire companies to take them private or, conversely, to take them public; the trend goes in cycles. In times
of tight capital markets or slower hotel profit growth, consolidation usually slows but doesn't stop.

More Corporate Services - Building on relationships with corporate travelers, hotels are providing a wider array of
business services. Among the most popular are technical support for meetings, catered functions, food service, business
communications, printing and copying, rewards programs, and extended-stay facilities for corporate employees. Many
hotels market customized meeting packages to draw business groups and conventions. Meeting planners' demand for
T1 lines, wireless Internet, and high-speed Internet access is becoming the norm.

Extended-Stay Hotels - Occupancy rates in the growing segment of US extended-stay hotels, popular for customers
staying at least five nights, have consistently outperforming other hotel segments. Almost 30 extended-stay chains and
several non-chain, extended-stay hotels now exist in North America. The number of extended-stay rooms has increased
rapidly, which may be due to lower guest turnover and operating costs. Most of these hotels offer lower prices than
traditional hotels, efficiency kitchens, and limited maid service, although upscale facilities are available in some markets.

Green Initiatives - The hotel industry is developing green initiatives in response to consumers' growing environmental
concerns. Many hotel companies have an environmental specialist, and the American Hotel & Lodging Association has a
certification program that includes inspections. Current green efforts affect the frequency of laundry operations, types of
lighting, and packaging of bathroom supplies. Conservation efforts, such as washing linens only on customer request,
reduce hotels’ environmental impact and operating expenses.

Designer Hotels - Designer hotels have become trendy, as companies look for ways to be innovative and compete with
upscale, independent boutique hotels. Many companies, even some with the more traditional luxury brands, are
successfully launching designer hotels. For example, Starwood is aggressively marketing its designer hotels under the
St. Regis, The Luxury Collection, and W brands. Hotels within the same designer brand often are uniquely styled and
different from one another.

INDUSTRY OPPORTUNITIES

Customer Relationship Management - Hotels use Customer Relationship Management (CRM) software to better

understand customers and help attract repeat business. Keeping customers is less expensive than acquiring new ones.
By gathering and analyzing information about customer preferences and visit frequency, CRM enables hotels to develop
marketing and special program strategies and to target and personalize promotions, better leveraging marketing dollars.

Loyalty Programs - Hotels are updating loyalty programs and rewarding staff for enrolling new members. Loyalty
programs give incentives to travelers for repeat business, and provide a way for hotels to quickly accumulate information
about their target market. Data gathered through loyalty programs and frequent customer visits help hotels keep their
databases current for marketing. Loyalty program databases are an important hotel asset.

Smart Key Cards - Hotels typically use electronic locks with magnetic stripes, but use of smart card systems is growing.



Although more expensive to buy than mag-stripe (up to 30 cents a card), smart cards (up to $10 a card) increase guest
spending and loyalty by storing preferences, like room temperature and radio stations. Smart cards can also generate
more revenue when used for in-hotel purchases, such as meals or gift items.

Customers with Disabilities - A major under-tapped customer base in the hospitality industry is travelers with
disabilities. Many physically challenged travelers say they'd travel more if hotels provided them adequate
accommodations, according to Harris Interactive. Travelers with disabilities might double their travel spending,
generating $9 billion for lodging, if hotels met their needs, analysts say. Some lodging issues include the need for more
rooms near amenities and appropriately trained staff.

Time-Share Resorts - Rather than rent rooms or suites on a per-night basis, some hotel companies are selling them.
Time-share properties function similarly to hotels, with housekeeping, services, and maintenance. Located in resort
areas, time-share companies collect monthly operating fees from the rooms' owners, who may pay over $50,000 for the
right to occupy their rooms for one week each month. The resort manages rental of the rooms or suites when the owners
aren't using them.

Merchandising Furnishings - As part of refurbishing, cutting-edge hotels have outfitted rooms with upscale
furnishings that showcase the merchandise the hotel sells to consumers. Items include lush comforters, pillows, and
towels, and select furniture, lamps, and artwork. Furnishings are available by order and extend the hotel's brand while
earning revenue.
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Trends & Opportunities
BUSINESS TRENDS

Emergence of Membership Campgrounds - Some RV campgrounds cater to particular activities such as golf, water
recreation, or tennis. These campgrounds are generally destination resorts for members. Memberships are based either
on paying an annual fee and dues for free stays at the park, or members buy access to the parks like a timeshare.
Clubhouses and restaurants are common at membership parks.

Favorable Demographics - The US population is aging, increasing the number of people most likely to buy RVs and
visit RV parks. Consumers 35 to 54 are the largest segment of RV owners, according to a University of Michigan study,
and the US population 45 to 64 is projected to increase 30 percent by 2010. Baby boomers, those 41 to 50, and
matures, those 60 and older, each represent about 40 percent of RV owners, and both segments are growing.

Increasing Environmental Awareness - RV campers are some of the more ecologically minded consumers, as the
attraction of the outdoors means preserving it for future generations. Eco-tourism is important to RV owners, and parks
and campgrounds generally try to minimize their negative impact on the environment. Recycling is common at most RV
parks, and attention is given to careful disposal of waste, garbage, and sewage.

Accommodating Bigger Rigs - RV manufacturers are making larger and larger RVs; "big rig" RVs are one of the
fastest-growing RV segments. The larger rigs come with "pop out" sections on both sides, which need wider camping
spaces. Larger RVs also need a wider turning radius, so roads may need to be widened and overheads raised at many
campgrounds.

INDUSTRY OPPORTUNITIES

Increased Amenities - RV campgrounds are adding more amenities to attract new customers and encourage repeat
visits. Electricity, water, and sewer hook-ups are the minimum expectations of customers. As RV manufacturers add a
greater number of high technology improvements, campers expect parks and campgrounds to be able to service them.
WiFi portals are being installed in many RV campgrounds to enable wireless Internet access. Landscaping, 24-hour
security, and high-end recreational facilities, such as gyms and spas, are being installed in a growing number of
campgrounds.

Recreational Park Trailers - Some RV parks are equipping their campgrounds with recreational park trailers, called
"park models," which are similar to a fully-equipped cottage. RV parks lease their campsites to park model owners on an
annual basis, supplementing seasonal revenue. Placing the models in RV parks offers travelers a scenic setting with
more activities than most hotels. Most park models rent for about $100 a night, less than the typical hotel stay.

Catering to Pets - Almost half of all RV campers travel with their pets. Some RV parks are adding specific pet facilities
such as dog runs, dog baths, pet sitting services, and dog watching areas. Potty disposal units are also installed around
parks for pet owners' convenience.

Frequent Camper Programs - Some national companies introduced frequent camper programs to encourage multiple
visits and customer loyalty. Discounts are offered for repeat visits and merchandise. Some programs include a directory
of member campgrounds. Parks use the membership lists to distribute marketing materials such as newsletters and
promotional programs.
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SIC CODES: 8748, 8999
NAICS CODES: 541620

Trends & Opportunities
BUSINESS TRENDS

Rapid Industry Growth - The environmental consulting industry has undergone rapid expansion, in part due to
increased public attention to environmental issues such as climate change. Double-digit annual revenue growth
prevailed in the mid-2000s. Human resources consulting firm Challenger, Gray & Christmas anticipates jobs growth in
the overall "green” sector to exceed 1 million jobs annually through 2030.

Mergers and Acquisitions - Consolidation in the environmental consulting industry, particularly involving engineering
firms, has increased. Although many engineering firms perform environmental consulting functions as part of their
business, the acquisition of environmental consulting firms allows them to expand their range of expertise. Further, this
type of consolidation allows vertical integration among engineering firms; they can provide, for example, expertise in
construction, and also in energy efficiency once a building is completed.

Renewable Energy - Increased attention to climate change and other environmental issues is leading a push toward
the use of renewable energy sources, such as solar energy and wind power. Wind power, though it only comprises about
1 percent of current US electricity capacity, was the second-fastest growth area in energy capacity from 2005 through
2007. Environmental consulting companies are building expertise in renewable and alternative energy sources, and
leveraging existing expertise in areas such as obtaining permits for land use, in order to serve this growing market.

INDUSTRY OPPORTUNITIES

Desire for Sustainability - The concept of environmental sustainability is growing in popularity among corporations and
government entities. As a result, environmental consulting companies increasingly offer sustainability management
consulting, whereby firms assist clients with public reporting on sustainability initiatives, and the implementation of
sustainability principles, such as enhanced energy efficiency in existing buildings. However, few firms have yet to
capitalize on the non-environmental aspects of sustainability, including economic and social issues such as fair worker
compensation.

Nuclear Fuel - Consulting firms anticipate increasing interest in the nuclear energy industry over the next several years,
due in large part to concerns over the greenhouse gas emissions that result from fossil fuel-based energy production.
Additional drivers include increased government incentives for nuclear energy development, and political interest in the
production of energy in the US instead of importing oil and gas. Consulting companies with expertise in the complex
regulatory framework and permitting process required to build a nuclear energy facility have an advantage in this
market.

Increased Need for Energy - The US Energy Information Administration (EIA) forecasts world energy consumption to
increase 50 percent by 2030 from 2005 levels. Environmental consulting firms are noting an increase in energy-related
business. Firms offer services ranging from advising clients on renewable energy options to working with fossil-fuel
based energy clients on expanding operations internationally.

Spotlight on Climate Change - Growing awareness of the issue of climate change, and the possibility of new
regulations, is causing different reactions throughout governmental and corporate entities. Environmental consulting
firms that understand how this issue affects different types of clients will be best poised to capitalize on methods of
responding to the issue. Many firms offer greenhouse gas inventory and reporting services, in addition to strategic



planning for reactions to possible regulatory structures.

Community Engagement - Community buy-in for environmental actions, such as the installation of a new power plant,
is increasingly important to many businesses, which face increasing public scrutiny of their environmental activities.
Often, the permitting process for facilities involves public protests and in-depth government hearings and inquiries about
environmental impact. Environmental consulting firms are capitalizing on this trend by offering legal and research
support services for community engagement processes.
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QUARTERLY UPDATE 5/4/2009
SIC CODES: 3291
NAICS CODES: 32791

Trends & Opportunities
BUSINESS TRENDS

Company Specialization - Few companies can produce the full range of abrasive products; most specialize in one or
several sectors, producing only industrial or consumer products, or producing mainly for the auto or machine shop
industries. While the manufacturing technology of the industry is well-known, the technical expertise to advise customers
on the best ways to apply abrasive products for a particular purpose is very specific. Because very little scientific
knowledge about abrasives exists, long practical experience is the basis for most technical knowledge and advice, is a
major selling tool, and is difficult to acquire.

Customer Consolidation - Consolidation among customers in the auto parts and aircraft parts industries is opening
opportunities for large abrasive manufacturers to develop nationwide sales relationships with big customers. Although
there are few economies of scale in manufacturing operations, there are large distribution efficiencies for companies that
can provide a wide range of abrasive products to large customers.

Internet Selling - The larger abrasive manufacturers allow customers to order products through Internet sites. To avoid
competing with distributors, however, manufacturers like Saint-Gobain’s Norton brand serve as a central ordering site
but sell through distributors. Smaller companies use their Internet sites mainly to help customers find products, then
steer them to local distributors.

New Designs Lead to Productivity - Auto, aerospace, and electronics manufacturers are demanding more high-
performance applications. Improvements in the design of diamond wheels used to finish ceramics can be key to cost-
effective manufacturing. Metal-bond design wheels created for longer wear can lead to shorter cycle times and longer
life, thereby impacting customer machining costs.

More Use of Superabrasives - Synthetic diamond and cubic boron nitride products, called "superabrasives," are
being used more extensively in industrial applications even though their cost is higher. The longer product life and
reduced machine downtime (switching and "dressing" a grinding wheel) associated with superabrasives in many cases
more than make up for the higher initial cost. Production of aluminum oxide and silicon carbide, the bulk of the traditional
minerals used for abrasives, has declined in North America in recent years.

New Ceramics Technology - Abrasive growth has come in part from new advances in the material science of ceramics,
used in making abrasives. New ceramics are used to manufacture superabrasives and grind wheels. In the next five
years, electronic ceramics are forecast to grow by over 11 percent, structural ceramics by almost 11 percent, advanced
coatings by almost 9 percent, and ceramics for chemical processing and environmental applications by over 7 percent.

Deburring Advances - Deburring, a common process using abrasives, was a major bottleneck in the machining
process for most manufacturers. Now, however, manufacturers can choose automatic deburring using new abrasive
technologies and industrial robots, or traditional manual deburring using handheld tools. Automatic deburring, while
expensive to install, produces fewer health hazards to workers. Burrs, an undesirable projection of materials, occur
during formation of most manufactured products, from auto parts to plastic pens, and create problems in assembly,
painting, and product quality.

INDUSTRY OPPORTUNITIES



Increases in Precision Tooling - The evolution of the US economy toward more specialized manufacturing requires
smaller, more accurately shaped parts. Precision grinding is the only way to produce the tight tolerances that make
smaller, more intricate parts fit properly. Abrasive manufacturers can capitalize on this shift in manufacturing technology
by looking for customers in the electronics and instruments industries, rather than in steel and autos. Precision
abrasives are coated abrasives, slurries, and polishing agents used for various applications, like semiconductors, fiber
optics, lapidary, auto parts, and dentistry.

New Products with Longer Life - Customers will spend more for abrasives with longer average life spans, according
to flap wheel and disc manufacturers. New heavy-duty flap wheels and non-woven discs save hours on certain
applications because they reduce total finishing time and eliminate the need for an additional finishing process.

Application to New Manufacturing Materials - Stronger steel, concrete, and new ceramics require better abrasives
to cut and shape them. The superabrasive segment of the industry has been growing, partly because conventional
abrasives don't work very well with harder materials. Ceramics are increasingly viewed as low-weight alternatives to steel
in car parts, including engines.

Exotic Applications in Electronics - High-tech uses for abrasives have emerged in the electronics industry. Silicon
chip manufacture requires high-accuracy grinding of the chip surface between the application of layers of circuits. New
abrasive uses are likely to emerge as optical switches and optical computers are developed. Most abrasive companies
will lack the technological resources to develop these, but their knowledge of abrasives would be useful in partnerships
with technology companies.

More Uses in Plastics Manufacture - Metals and wood have been the focus of abrasive manufacturers, but the use
of these materials in manufactured products is dropping, while plastics use is increasing. Developing abrasive products,
especially for plastics applications, would find a receptive market.

Chemical Vapor Deposition Diamonds - Conventional abrasive products are made by mixing grains of abrasive
minerals with a bonding agent. Chemical vapor deposition produces a solid film of hard material like diamond on the
surface of a tool that has already been shaped. The technology is currently limited to small tools, but will eventually
expand to larger surfaces, possibly producing greatly superior grinding wheels. Producing abrasive tools like these will
require entirely different manufacturing processes than most producers are currently familiar with.
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Trends & Opportunities
BUSINESS TRENDS

Consolidation - The largest investor-owned utilities (IOUs) have gained significant market share over the past 15 years,
mainly due to consolidation. The 10 largest IOUs own more than 50 percent of total IOU generation capacity. The
application of "best practices" encourages consolidation, as does the need for large financial resources to fund more
efficient generating capacity.

Re-Regulation - The deregulation catastrophe in California has caused other states to rethink their plans. The
California electricity crisis of 2000 and subsequent revelations about market manipulation by large energy trading
companies prompted calls for re-regulation of the industry.

Low Investment in Transmission Lines - Utility investments in high-voltage power lines have been falling since the
late 1970s, and the industry plans to add only 6,000 miles of lines, a 3 percent increase, during the next few years.
Capital costs are up to $2 million per mile on above-ground lines and more than twice that for underground.

INDUSTRY OPPORTUNITIES

Steadily Increasing Demand - Electricity demand in the US has generally grown at twice the rate of population in the
past decade, making slow but steadily increasing demand a long-term trend in the industry. Even though demand dipped
during the 2001 recession, the average growth in demand has been 2 percent per year, partly due to greater use of air
conditioning, computers, and other electronics.

New Services - In a deregulated environment, operators can more easily offer other services to customers, such as
energy management, engineering, and communications services. Such services have historically been a small part of
utility revenue, but are becoming more valuable to customers with large energy needs. About half of utilities provide
residential customers such financial services as payment insurance and financing for major appliances; almost two-thirds
provide energy consulting to commercial and industrial customers.

Load Management - New computerized load management systems help utilities, distribution companies, energy
retailers, and customers to better manage energy requirements and flows. Electricity is difficult to track, but new
technology, such as remote meter readers that work on radio waves; software that helps route power to avoid outages
and minimize line losses; and helicopters that create digital images of cables and towers, which are then used to
calculate what happens when electrified cables heat up and sag, is helping. Before, power suppliers had to guess the
maximum amount of electricity the cables could handle.

Time-of-Use Rates - Unlike telephone customers who often are billed at different rates depending on when they use
the phone, most electricity customers are billed at a single rate. Using time-of-use rates would give electrical customers
an incentive to minimize use during peak load periods, thereby leveling electricity use and requiring less excess capacity
to meet peak requirements.

Cost Savings via Automatic Payments - Through automatic payments, customers allow energy providers to deduct
monthly charges from a credit card, reducing mailing, envelope, and check processing costs for both. Despite saving
about 60 percent of billing costs annually, only 2 percent of the electrical energy industry has adopted automatic
payments, due in large part to bank fees to process the payments, according to Jupiter Research.
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Trends & Opportunities
BUSINESS TRENDS

Gas Producer Consolidation - In response to the large investments required to find and produce oil and natural gas,
the big, vertically-integrated producers have become larger, mainly through acquisitions and mergers. Within the
transmission segment of the industry, 14 corporations control 85 percent of the pipeline market. Local gas distribution
companies are also combining under the umbrella of Public Utility Holding Companies (PUHC), which often includes the
operation of electric-generating facilities using natural gas.

LNG - The processes of liquefying, transporting, storing, and re-vaporizing LNG has always made it a more expensive
alternative to standard natural gas transported via pipelines. LNG is thought to supply less than 2 to 3 percent of total
natural gas consumption in the US, and most observers say doubling that would be impressive. Few predict that overall
domestic demand could rise to as high as 8 or 10 percent.

Alaskan Natural Gas - Alaska is one of the largest gas-producing states (from oil wells), but because of a lack of
economical transportation to the lower 48, most of the gas is re-injected into oil fields. Various transportation options
include a trans-Canada pipeline and liquefaction for ship transport, and a natural gas pipeline that would run parallel to
the Alaska highway. Canadian authorities, who could veto the projects, are unhappy about large proposed federal
subsidies that would effectively hurt Canadian gas producers, and environmentalists oppose further development of
Alaskan wilderness for natural gas production.

INDUSTRY OPPORTUNITIES

Greater Gas Use to Produce Electricity - The Department of Energy forecasts that 60 percent of new electricity
generation capacity added in the next 20 years will be gas-fired. Gas is the most environmentally friendly source of
carbon-based energy. In 2005, natural gas generated 19 percent of total US electricity (versus 50 percent from coal).

Steadier Demand Means Steadier Prices - With demand for gas becoming more even throughout the year, supply
bottlenecks that affect prices are disappearing. Historically, gas demand has been highest in winter (for heating), but the
increasing use of gas for electricity boosts demand in summer (for air conditioning). Steady demand encourages
increases in both supply and transmission capacity, alleviating periodic shortages that create spikes in gas prices.

Proliferation of Services - The "unbundling” of gas-related services has encouraged producers, pipeline operators,
and local distributors to apply their expertise in such areas as gas marketing, energy management, construction,
electricity generation, optical-fiber laying, and energy trading. Pipeline operators, in particular, have supplemented their
regulated transportation activities with unregulated gas marketing, trading, and exploration.

Natural Gas Vehicles - Because natural gas burns cleaner than other carbon energy sources, it's being tested as a
fuel in fleets of specially modified cars and trucks. Widespread use would open a huge new market.

Seismic Imaging - New computerized 3D seismic imaging techniques allow better visualization of ground formations,
leading to better exploration and exploitation of gas fields. Better imaging is important both for finding new fields and for
efficiently tapping pockets in existing fields.

Horizontal Drilling - New drilling techniques, such as horizontal drilling, allow greater efficiency in tapping gas fields and
in drilling to spots otherwise inaccessible. Automated drilling rigs require fewer operators and are safer.
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SIC CODES: 8093, 8361
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Trends & Opportunities
BUSINESS TRENDS

Shift to Outpatient Treatment - The substance abuse treatment industry was built on inpatient care, but an increased
emphasis on cost-cutting by insurance carriers has led to treating mental health patients outside hospitals, which also
allows patients to live more normal lives. Patients are typically treated for only a short period in a hospital, then moved to
outpatient centers for treatment that can last several weeks. The shift to outpatient care has decreased the number of
treatment beds and length of hospital stays. Community-based support groups have also become an integral part of
drug and alcohol abuse treatment, especially for young people.

Substance Abuse Rates Remain Steady - Substance abuse has remained stable the past several years. Marijuana,
still the most prevalent illicit drug, was used by 6 percent of adults in 2006, down from 6.2 percent in 2002. Use of
psychotherapeutics rose from 2.6 percent in 2003 to 2.8 percent in 2006. About 1 percent of adults used cocaine in both
2006 and 2002.

Emergence of Dual Diagnosis Treatments - Research shows that an increasing number of patients with mental
disorders are also affected by substance abuse. Dual diagnostic services that treat both conditions are emerging, but
still aren't widely available. Such treatment requires coordination among specialists, so that patients receive consistent
and simultaneous treatment for their mental health and substance abuse problems.

Workplace Substance Abuse Programs - Realizing that the costs of substance abuse result in lost employee
productivity, many companies offer employee assistance programs; provide confidential, toll-free help lines; and partner
with local counseling centers.

Mental Illness in Seniors - About 13 percent of the US population is over 60, a percentage that's rising. As the
population ages, senior mental disorders such as dementia will become more prevalent. While the number of Americans
with Alzheimer's has doubled since 1980, general anxiety disorders are the most common form of mental illness among
seniors. Research estimates that anxiety affects 7 percent of seniors; depression, 3 percent. Other disorders affecting
seniors include adjustments to aging and schizophrenia.

INDUSTRY OPPORTUNITIES

Substance Abuse Treatments - Demand for substance abuse services has increased over the last 10 years, as
prevalence rates increased despite efforts by health and government agencies to reduce substance abuse. Clinical
advances in treatment and a greater acceptance of substance abuse as a disease have resulted in increased public
awareness and a willingness by abusers to seek treatment. Most managed healthcare plans have some sort of
substance abuse coverage, and many corporations provide substance abuse information to employees and offer drug
counseling and assistance programs.

Treating the Elderly - As America ages, the number of adults who need help for anxiety, depression, and dementia will
increase, benefiting facilities that educate the elderly about common mental issues and that offer accessible and
affordable treatment. Facilities can take advantage by tailoring their services to the needs of elderly consumers.
Services can also market themselves as advocates for the elderly and experts on aging.

Developing Youth Services - Different types of substance abuse programs are often needed to effectively treat



youth. Behavior modification schools and camps styled after military "boot camps" treat troubled teens with substance
abuse problems. Demand for special programs designed to meet the needs of youth is expected to grow due to the
benefits of early treatment.

Building Awareness of Mental Health Treatment - Many consumers don't seek mental health treatment because of
the social stigma of mental illness and because they have little knowledge of available services. Treatment facilities
generally market themselves to physicians and hospitals; however, increased marketing to the public can enhance
awareness of program availability. Better education about service availability, location, and payment options could
increase the number of patients.
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Trends & Opportunities
BUSINESS TRENDS

Consolidation - Cost and revenue pressures have caused many hospitals, both non- and for-profit, to merge with
competing institutions to provide more cost-effective care. After mergers, hospital administrators often eliminate
duplicate services, administrative costs, and excess beds; adopt "best practices"; and improve purchasing efficiencies.

Cost Containment Plans, Efficiency - Before healthcare costs exploded, many hospitals were managed without
regard for cost containment. Pressure from employers who provide medical benefits to employees led to the
establishment of HMOs, which have forced hospitals to become more cost-efficient. Medicare, HMOs, and other payers
now use prospective payment systems that provide fixed payments according to a patient's diagnosis-related group
(DRG).

Reduced Patient Hospital Stay - In response to cost and revenue pressures, the medical industry has reduced the
average hospital stay from seven days in 1980 to 4.8 in 2006. Outpatient revenues are becoming more important, with
14 times as many outpatient visits as hospital admissions. Surgical patients who can be treated and released quickly are
more profitable for hospitals than medical cases that involve lengthy hospital stays.

Green Cleaning - Hospitals are shifting from bleaching agents and heavy chemicals to "green" cleaning products that
are less harmful to the environment, patients, and staff. Full-service "greening" companies supply hospitals with
alternative cleaning agents, post-recycled paper supplies, safe pest management practices, and promote waste
reduction and recycling programs.

Outsourcing Services - Hospitals are increasingly outsourcing things like food service, housekeeping, laundry, IT,
pharmacy, inpatient care management, and ER services to outside vendors to lower costs and offer expertise and
guidance in a continually changing regulatory and legal environment.

Medical Tourism - US hospitals face competition from medical providers in other nations. Hospitals in Singapore, India,

and Mexico are marketing routine medical procedures, elective surgery, and cancer treatment to American "tourists" who
want to avoid the high cost of US healthcare. According to the India Tourism Department, medical tourism in India grows

at a 25 percent annual rate and is expected to exceed $2 billion by 2012.

INDUSTRY OPPORTUNITIES

Aging Population, Increasing Demand - National healthcare expenditures are expected to double over the next
decade as the population ages. Americans 75 and over are the fastest-growing age category, and are expected to
increase 33 percent over the next 10 years. The average age of hospital inpatients is now 53, compared to 41 in 1970.
In 1970, 20 percent of all patients were 65 or older, a figure that has since doubled.

IT Development - Hospitals have been slow to adopt IT tools because of the expense in implementation and difficulty in
managing complex medical information. The healthcare industry is behind in IT investment, spending only 2 to 3 percent
of revenues, as opposed to most industries at 6 to 8 percent. Electronic medical records, extranets, portals, and medical
research sites allow hospitals a freedom of information access never before experienced in this industry. Electronic
information management can help eliminate errors and many of the hours nurses spend charting patient data.

Specialized Services - To compete with specialty clinics like the Mayo Clinic, hospitals are marketing new specialized



facilities and equipment. By expanding into local specialized medicine, like cancer and cardiac care, hospitals hope to
get better profit margins and compete in a larger marketplace. Competition from outpatient clinics has prodded many
hospitals to establish their own specialty clinics, separate from the rest of the hospital.

Expanded Retail and Food Offerings - Offering retail and food services has become a natural evolution for hospitals
to increase customer and employee satisfaction. Hospitals recognize that including dry cleaners, hair salons, banks, and
restaurants can produce additional revenue. About 80 percent of US hospitals haven't yet considered expanding retail
outlets, but the issue is being driven by increased consumer demand for convenience.

Alternative Medical Services - According to the American Hospital Association, about 15 percent of hospitals offer
patients some form of alternative medicine. With a market estimated at around $30 billion and affluent customers who
can pay high prices upfront for these services, more hospitals provide alternative medicine such as acupuncture.
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Trends & Opportunities
BUSINESS TRENDS

Hospitals Leaving Urban Areas - A large number of hospitals, mostly nonprofit, are leaving urban areas for the
suburbs. Detroit was home to 42 hospitals in the 1960s; only four remain. As nonprofit hospital group Ascension shutters
its last remaining Detroit hospital, it's opening a new $225 million facility in a Detroit suburb 30 miles away. Similar urban
closings (and coinciding suburban openings) are reported in Chicago, Newark, and Los Angeles. Critics blame the
hospitals for abandoning their mission of charity service; hospitals have responded by saying that they can no longer
afford to lose money from uninsured patients relying on expensive ER for treatment.

Increasingly Informed Patients - Americans are more aware of their health status and appropriate diagnostic care. Of
Americans, 70 percent use the Internet to access websites such as WebMD to research diseases and symptoms, and
join online communities to discuss health issues and concerns. With insurance companies and Medicare limiting doctor
office visits to as little as five minutes, many patients are now taking it upon themselves to increase their medical
knowledge, unwilling to rely solely on the advice of hurried medical professionals.

Employment Rises, More Workers Still Needed - Employment in the healthcare sector increased over 30 percent in
a recent 10-year period, with 40 percent employment gains among physician offices, medical and diagnostic labs, and
home healthcare. Despite the gains, the aging US population means that many more workers are needed. The VA runs
a steady deficit of 1,000 doctors. A Health Resources and Services Administration report asserts that all 50 states will
experience a nursing shortage by 2015, with some analysts predicting the nursing deficit could be as high as 500,000
workers by 2025.

Outsourcing Services - To lower operating costs, hospitals and clinics are increasingly outsourcing services to third-
party providers. Food service, housekeeping, laundry, IT, pharmacy, inpatient care management, and ER services can
be outsourced to independent contractors, boosting margins and increasing efficiencies.

Health Service Use Constant - The monthly use of healthcare services by Americans has remained remarkably
consistent over the past 40 years, according to the Agency for Healthcare Research and Quality. In an average month,
800 of every 1,000 Americans experience health-related symptoms; 217 visit a doctor, and eight are hospitalized.

INDUSTRY OPPORTUNITIES

Health Information Technology (HIT) - Only 25 percent of hospitals have a comprehensive Health Information
Technology (HIT) system in place. HIT integrates electronic medical records (EMR), decision support systems, and
computerized physician order entry for medications. Hospitals and physicians that invest in HIT can improve scheduling,
lower nurse administrative time, improve drug use, and lower the risk of adverse drug reactions. RAND Corporation
projects that broad adoption of HIT in the US could save the healthcare industry $1 billion annually, while reducing bed-
days by around 1 million and lowering adverse drug effects by 200,000 each year. Most of these savings would be in
hospitals with more than 100 beds.

Aging US Population - The aging US population both strains and presents opportunities for the American healthcare
system over the next decade. Healthcare spending per person for those over 65 is about three times as much as for the
rest of the population. The number of Americans 65 and older will increase 55 percent from 2000 to 2020. Improvements
to Medicare may allow new businesses that target services to this group to flourish.



Personalized Medicine - Personalized, also known as genome-based, medicine uses genotyping and gene expression
to identify a patient's potential risk for diseases such as cancer, diabetes, heart disease, and kidney failure. Since the
2003 sequencing of the human genome, scientists and physicians are identifying possible treatments and strategies for
complex and currently incurable conditions like Alzheimer's disease and cancer. Although personalized medicine isn't yet
an established clinical practice, a number of top-tier medical institutions have personalized medicine programs, and
many are actively conducting clinical studies in genomic medicine.

House Calls Make Comeback - At-home visits by physicians are making a comeback, often with a focus on serving the
elderly. Independent practices, physician groups, and hospitals have benefited from a recent boost in Medicare support
for in-home visits. Doctors can bring a laptop or handheld device to record and transfer patient records. A trip charge for
service is common, although rates are generally comparable to an office visit. The Visiting Physicians Association, a
coalition of house call specialists, works with more than 25,000 patients in five states.

"Concierge" Service Bypasses Insurance - Physicians are increasingly frustrated with health insurance
reimbursement policies, and as an alternative, some are choosing to abandon insurance entirely. Rather than put up
with cumbersome paperwork and insurance companies dictating care, a growing number of doctors are developing
"concierge" medical services, charging patients directly and making themselves available at any time for patient care.
Business models vary: some are by the minute (around $2), others are fee-for-service. Most charge an annual fee.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
not intended to furnish detailed information about the creditworthiness of any individual borrower or purchaser or to be used for making any loans, leases or
extension of credit to any individual borrower or purchaser. First Research, Inc. is not an investment advisor, nor is it in the business of advising others as to the
value of securities or the advisability of investing in securities, and the Profiles are not intended to be relied upon or used for investment purposes.”

© Copyright 2007, First Research, Inc. All Rights Reserved. This information cannot be copied, sold or distributed in any manner without the written permission of
First Research, Inc. www.firstresearch.com
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Outpatient Surgical Centers
QUARTERLY UPDATE 6/22/2009

SIC CODES: 8011, 8099
NAICS CODES: 62199, 621493

Trends & Opportunities
BUSINESS TRENDS

Rapid Industry Growth - Because Medicare and other healthcare insurance programs recognize that freestanding
surgical centers are more cost-effective for outpatient surgery than hospitals, the number of procedures performed in
ambulatory surgical centers has roughly doubled from 3 to 6 million in the past five years. Typically, a group of doctors
needs only $100,000 in equity to start a center, with the rest of the $1 million startup expense coming from investors and
bank loans.

In-House Surgical Centers - To counter the loss of business to freestanding surgical centers owned by doctors, many
hospitals have set up in-house surgical centers that have similar characteristics, such as dedicated operating rooms and
support staff. They offer the inducement of complete hospital facilities, in case anything goes wrong, but still have the
disadvantage of location and scheduling conflicts.

Slow Consolidation - Consolidation among ambulatory surgical centers has so far been modest. Only a dozen
companies own ten centers or more, mainly because there are few economies of scale in the industry. However, larger
operators may have advantages in being able to institute "best practices" that improve patient care or cut costs, and
may be able to more efficiently handle payment processing and regulatory management.

INDUSTRY OPPORTUNITIES

Expansion of Approved Procedures - Medicare, often the benchmark for other health insurance plans, now
approves more than 2,000 procedures performed at ASCs. As cost-effective alternatives to in-hospital care, ASCs are
likely to receive continued regulatory support.

Medical Advances - Advances in surgical technique, anesthesia, and patient care have allowed more surgical
procedures to be done as outpatient. In particular, using "scopes" allows many procedures to be done through small
incisions rather than "open" surgery. An estimated 80 percent of operations in the US can now be done as outpatient
procedures.

Aging Population Increases Demand for Services - With a large portion of the US population (baby boomers) now
in their 40s and 50s, demand for surgical procedures will increase. Orthopedic surgery, colonoscopy, eye and plastic
surgery, especially, are expected to be in greater demand. The population over 65 will grow more than 50 percent
between 2000 and 2020.

Extended-Recovery Facilities - ASCs usually don't provide overnight recovery accommodations, which can sharply
increase costs. For some procedures, however, extended recovery in a center is still cheaper than admission to a
hospital. Some states allow centers to provide extended recovery care.

“The purpose of the Profiles is for sales call preparation and general business and industry analysis. Profiles provide general background information only and are
not intended to furnish detailed information about the creditworthiness of any individual borrower or purchaser or to be used for making any loans, leases or
extension of credit to any individual borrower or purchaser. First Research, Inc. is not an investment advisor, nor is it in the business of advising others as to the
value of securities or the advisability of investing in securities, and the Profiles are not intended to be relied upon or used for investment purposes.”

© Copyright 2007, First Research, Inc. All Rights Reserved. This information cannot be copied, sold or distributed in any manner without the written permission of
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Building a Business Case — Step by Step

Step 1 — Industry Intelligence

Conduct research to gain an understanding of specific industry sector needs. Potential sources
for information include:

%  First Research (www.firstresearch.com) - synthesizes hundreds of sources into an easy to
digest format to quickly understand a prospect’s or client’s business issues

% Industry journals and news articles

% Industry tradeshows, conferences, and networking events

% Interviews with local businesses in the industry sector or industry associations
s Site consultants, brokers, developers and industry consultants

Step 2 — Research Unique Assets

Armed with clear understanding of the industry’s near-term and long-term needs, begin to
define your unique assets. Outline the assets to consider. Drill down into what is unique, new
and differentiates your community from others. Focus your research in the following areas:

# Innovation and research resources (universities, research centers, patents, tech transfer)

# Collaborations and industry associations of value to your businesses that are occurring in
your community and throughout the sate and nation

s Special industry-specific programs
# Relevant rankings of accomplishments in industry sector
Step 3 — Location Factors
Organize relevant location factors for the specific industry needs.
# Company: list of your existing employers in this industry

% Location: show your location and market access; demonstrate location advantages; focus on
your proximity to relevant markets and suppliers

# Labor Shed: availability of specific skill sets that will support the industry; wages for entry
level and experienced; industry-specific training programs; productivity measurements;
union activity

s Real Estate: business parks including infrastructure; specialty facilities

s  Access to Resources: suppliers, funding

# Business Climate: factors that make it easier for this industry to do business in your area
# Cost: a customized analysis for typical industry operations

# Incentices: a simple overview of relevant and industry-specific programs; case studies that
illustrate the benefits and potential savings

Step 4 — Feature Companies
Gather information on industry leaders in your area, including:
#% What they manufacture

# Innovations and patents

# Rankings

%  Websites

Chico, California | Yakima, Washington
(530) 345-0364 voice « 2515 Ceanothus, Ste 100 - Chico, CA 95973 - www.chabinconcepts.com



Building a Business Case — Step by Step

Step 5 — Fast Facts

Summarize key differentiation proof points — what sets your community apart.
Step 6 — Value Proposition

Based on the outcomes of your research:

% Background: prove your understanding of the industry by describing it, the sub-sectors, and
specific needs

# Market Overview: describe the industry sector in your community

# Value Proposition: articulate the thesis of why this industry can be successful in your
community with facts and resources supporting the statement (proof points)

Step 7 — Review

Review the Business Case to ensure proof points are aligned and supporting the industry-specific
value proposition.

# Does the research support the value proposition?

# Do the value proposition and proof points differentiate your community from the competition
and answer the question “why is your community the location of choice”?

# If the answer is “no” to either question, dig deeper into your research, re-phrase your value
proposition and/or develop a strategy to enhance your assets.

Step 8 — Continue to Build the Business Case

Your Business Case(s) should evolve over time, maintain the accuracy and timeliness of your
Business Case.

& Engage partners to ensure that new programs, services, announcements, discoveries are
added to the Business Case as they happened

# Post findings from reports that are relative to this industry
# Post articles on local businesses

s Create news pitches or press releases on businesses featured, expansions, new discoveries,
new programs, new services — how the industry is changing the world; this will continue to
support the message that your community is a leader in the industry

% Meet with partners and local industry at least once a year to update the Business Case data
# Develop one or two case studies on local firms within the industry cluster
#% Post new information to your website

# Use an up-to-date industry profile or case studies as part of direct mail

Chico, California | Yakima, Washington
(530) 345-0364 voice « 2515 Ceanothus, Ste 100 - Chico, CA 95973 - www.chabinconcepts.com
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INSIGHT

Juan P. Casimiro INSIGHT was established to provide youth and adults from all
President environments and backgrounds—and the educators that
;8;2322;/\/ >8 Street support them—access to the real world of entrepreneurship,
Miami, FL 33178 career readiness, leadership, financial literacy and social
786.385.5285 responsibility. INSIGHT’s founder, has an internationally
recognized reputation and demonstrated competence within
the youth development and education industry and the
training team has been teaching youth development topics
across the United States, Asia, Europe, Latin America and the

Caribbean for over 20 years.

INSIGHT teaches young entrepreneurs better planning skills, business concept development and the
actual preparation of a comprehensive business plan. Since 1987, Casimiro has trained over 100,000
students, parents and educators internationally, using cutting-edge curriculums and program designs
that work. The impact of the training within one year of program completion is seen not only in existing
business start-ups, but also improving and fostering self-esteem, discipline, positive attitude, interest in
higher education and workforce-readiness skills.

INSIGHT uses curriculum that provides a hands-on learning experience, guiding students to become
owners of a real business. Participants learn real world business skills, team building, leadership,
financial management, negotiation, verbal communication skills, goal setting and business etiquette
through interactive lessons and simulations. INSIGHT uses a strategic process to:

e teach young entrepreneurs how to launch businesses and
compete to receive start-up funds;

e provide assistance in developing local Youth Chambers of
Commerce to provide networking and other follow-up
support for young entrepreneurs;

e train teachers to deliver entrepreneurship education;

e evaluate participants’ entrepreneurship, business knowledge and attitudes prior to receiving exposure to
INSIGHT’s training and subsequent to completing the program to measure advances in their learning;

e encourage program graduates to create their own Youth Chamber of Commerce for continued support and
collaborations.

Roughly 60 percent of participants enter the program with little on no prior knowledge of business.
Approximately 90 percent of post-test participants demonstrate a good understanding of business,
positive attitudes of self worth and an enhanced outlook for the future.

Training packages include:

workbooks

business plan templates
resource guides
interactive activities
instructor tools

network opportunities to
learn from one another

guest speakers to provide
practical information
one-on-one coaching or
assistance

knowledgeable and caring
instructors

practical and user-friendly
training materials

applied academics combined
with experiential and hands-on
lear
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Building A Foundation to Achieve Global Competitiveness: San
Diego Regional Economic Prosperity Strategy *

The San Diego Regional Economic Prosperity Strategy identifies the demographic and economic
challenges facing the San Diego region, and promotes a set of strategic goals and recommended
actions to meet these challenges and improve the competitiveness of our local economy.

Summary of Findings

The Prosperity Strategy identifies three main challenges facing the region today:

« unbalanced job growth, more low paying jobs being created than high and middle income jobs;
e awidening gap in the earnings of low and high paid workers; and

» ahigh cost of living that has zapped the purchasing power and standard of living of residents.

Summary of Goals / Strateqgies

The report also offers ten strategic goals and related actions steps.
1. Produce a goods movement strategy for the San Diego region to improve capability to participate
in international trade and help increase mobility for the region’s residents.

2. Provide an adequate supply of energy from a diverse portfolio and ensure it is delivered in a
timely, reliable and competitively priced manner.

3. Provide an adequate supply of water from a diverse portfolio and ensure it is delivered in a timely,
reliable and competitively priced manner.

4. Reserve existing and vacant prime employment land for light industrial and research and
development uses and establish a redevelopment process that would renew and retain existing
industrial lands for similar uses in the future.

5. Provide for the timely delivery of housing units sufficient to stabilize prices.

6. Prepare the labor force to be competitive for jobs created by the San Diego economy and better
able to adapt to changing work and skill requirements.

7. Increase the facilities and resources necessary to provide region-wide opportunities for all
children to receive preschool education.

8. Reduce the public costs imposed on businesses and assure that activities funded by public
expenditures meet their objectives and are efficiently and effectively implemented.

9. Continue and expand our collaboration with communities in the Southern California Mega-Region
to solve infrastructure issues.

! san Diego Association of Government (2008); www.sandag.org



10. Monitor and report on the region’s progress in meeting the challenges and goals identified in
Evaluating the Competition and Assessing our Strategic Position and San Diego’s Regional
Economic Prosperity Strategy.

San Diego-Imperial County 1-8 Corridor Strategic Plan ?

This is the first phase of efforts to improve the movement of people and goods along the Interstate 8
corridor between San Diego and Imperial Counties and avoid any future problems. The 172-mile
freeway, important to commerce, runs parallel to the international U.S./Mexico border and provides
access to Yuma, Phoenix, and Tuscon. The study area (Corridor) consists of a 153-mile section of
the freeway spanning from the Second Street interchange in El Cajon (San Diego County) on the
west and eastward to the Arizona border at Imperial County.

Summary of Findings

o Imperial Valley is not a bedroom community for San Diego County due largely to the distance
between the two counties and the jobs/housing balance in Imperial County.

« Commuters from both counties are generally satisfied with their commute and with the state of
the 1-8 freeway.

« Traffic increases and potential congestion is expected to be worse in San Diego County.

e About half of I-8 commuters would consider a form of ridesharing and/or use public transportation
apparently instead of moving closer to their work locations or taking a lower-paying job closer to
home.

« Imperial Valley’'s economic base is expected to continue the current trend of diversifying and
shifting away from ag-based industry and will, therefore, reduce the commute.

Summary of Goals / Strateqgies

« Improve interregional collaboration — establish partnerships and a collaborative process including
all 1-8 corridor stakeholders to addressing interregional matters.

« Improve the mobility for people and goods — (1) provide for adequate levels of service; (2)
improved travel times; (3) reduce single occupant vehicles; (4) implement strategies that reduce
congestion; (5) incorporate transportation management and operations with planning process.

« Enhance quality of life in both counties — (1) improve jobs/housing balance with efficient land use
patterns; (2) promote pedestrian- and bike-friendly neighborhoods; (3) promote transit-oriented
development; (4) implement transportation safety strategies; (5) implement strategies that
preserve communities’ character.

« Improve economic vitality of each county — (1) increase number and diversity of employment
opportunities; (2) increase workforce housing; (3) build on regional assets.

» Minimize negative impacts of growth — (1) protect habitat and environmentally sensitive lands.

2) Imperial Valley Association of Governments (February 2009).



Imperial County Comprehensive Economic Development Strategy °

Goals / Objectives

Promote a balanced yet diversified regional economic base.

Support the development and expansion of infrastructure activities to promote regional economic
development.

Improve the education and skills of the region’s workforce.
Promote and expand tourism in the Imperial Valley.
Promote international and bi-national trade development.
Promote agriculture and other related industries.

Pursue a policy of sustainable development that balances economic development with
preservation of resources.

Summary of Findings

Work to enhance the region’s quality of life.

Imperial Valley leaders have identified the need for an educated workforce as the single most
important issue in the economic development of the county.

A major challenge in the county is providing for the development and maintenance of an
adequate supply of affordable housing for all segments of the population. Development of
affordable housing units is not occurring at a rate to adequately meet the housing needs of the
growing population.

The new port of entry — Calexico East Port of Entry — that opened in December 1996 has
intensified economic development activity and been the catalyst to increase the county’s
participation in international and regional trade. The area has a strong potential for commercial
and industrial development evidenced by the increase in the truck traffic into the county since port
of entry’s opening (a 33 percent increase from 1997 to 2007).

All 50 states now export to Mexico through the California gateway and the Southern California
border region is becoming a key worldwide manufacturing center and a prime export market for
many U.S. and foreign companies.

Traditionally a strong agriculturally based economy, industry growth in Imperial County for the
near future is expected to come from government, retail services, professional and business
services, and education and health services. Government is expected to create half the jobs in
the County by 2014.

Industries identified as a good match to the Imperial County assets are: energy generation, food
processing, medical and medical support, warehouse/distribution/transportation.

Customer service academy for all industry sectors was identified as a need.

3) County of Imperial Planning and Development Services Department (2008); www.imperialcounty.net



Health care facilities are available in the larger cities although limited in the areas of neonatal
intensive care and trauma services; services to the more rural areas is provided by small clinics.
Two critical public health concerns are tuberculosis (county ranked number one in tuberculosis
cases per 100,000 population) and teen pregnancy (in 2005 56 percent of county teenagers gave
birth).

Imperial County has the tenth lowest high school dropout rate in the state. County’s 2006-07 rate
was 14 percent compared to the State rate of 21.5 percent.

California High School Exit Exam passing scores in Imperial County are below the State’s
passing rate but are continuing to increase and close the gap.

Cali Baja Bi-National Mega-Region Global Competitiveness
Strategy *

Goals / Objectives

Attract new high-tech industry investments including foreign direct investment.
Retain and expand existing businesses.
Create a brand that differentiates the region from LA and the rest of Southern California.

Targeted industries: Cleantech (alternative and renewable energy), Applied Biotech
(biotechnology, bio-agriculture, medical devices), Specialized Mfg, and Logistics (transportation
and warehousing).

Encourage entrepreneurialism by connecting business interests in San Diego with business
opportunities in Imperial.

Summary of Findings — Workforce and Education

K-12 curriculums in each of the counties are being designed around science, technology,
engineering, and math (STEM) including (1) Project Lead the Way, a project-learning approach to
teaching fundamentals of math and science underway in 41 schools in eight districts (San Diego
and Imperial Counties); and (2) High Tech High: seven public charter schools in San Diego
County.

San Diego County Science Festival and Sally Ride Science Festival offer math and science
programs tailored to students and teachers.

Career pathways for renewable energy technologies exist at Imperial College, Imperial Valley
ROP, and three high school districts.

Eleven universities and research institutions supply critical resources for high-tech industries
including: biosciences, engineering, medicine, oceanography, and a variety of research topics.

4) San Diego Regional EDC, Imperial Valley EDC, with the Mega-Region Advisory Board (2009).



Summary of Findings — Cross-border Movement and Trade

The principal infrastructure challenge for the bi-national region.

Border crossings for legal guest workers, shoppers, tourists and commercial freight often take
over two hours. This equates to a $5.3 billion cost to the San Diego and Imperial Counties
economies.’

Smart Border 2010 and Border Master Plan — initiatives to improve secure cross-border
movement.

Freight Gateway Study and the I-15 / I-8 Corridor studies focus on regional freight traffic and
improving north-south mobility.

Initiatives designed to improve border security include:

— Merida Initiative, a counter-trafficking program

—  Stimulus money to improve technology and infrastructure, provide more Customs and
Border Protection officers (CBP), agents, pilots, and ATF agents

— Project Gun Runner to detect and halt illegal flow of weapons and ammunition.
— Use of U.S. military troops and equipment.
Local resources encourage and support business (universities, research centers, highly-skilled

workforce, venture capital, mfg base, and incentives i.e. free trade zones, enterprise zones, and
magquiladora system).

Negative perceptions of California’s business-friendly attitude (taxes, permitting, regulations, and
anti-development attitudes) negates benefits of incentives. Regions from across the U.S. are
targeting Southern California for their business attraction programs.

Summary of Findings — Water and Power

Growth in agriculture, maquiladoras, and population have increased the pressure on the two main
sources of water supply in the region — Sacramento River/San Joaquin River Delta and the
Colorado River.

Imperial County has legally secured and large water rights from the Colorado River.
San Diego County receives 90 percent of its water supply from outside sources.

Imperial Irrigation District (1ID) and San Diego County Water Authority (SDCWA) have
established efficiency and conservation programs; and reclamation projects are being studied.

San Diego Gas & Electric estimates a new power plant every five years is needed to keep up with
demand growth.

Alternative power and economic development opportunities include geothermal (Imperial County),
wind (eastern San Diego County), and solar (Imperial County).

5) San Diego Association of Governments (2006).



Next Steps / Strateqy Implementation

The Cali Baja Bi-National Mega-Region Global Competitiveness Strategy contains specific action
steps and identified key partners for each of the following implementation strategies.

« Place brand the mega-region to attract and retain targeted high-tech trade, investment and
knowledge workers (media placement, global messaging, cultivate international corporate
partnerships, collaborate with local exporting companies).

» Develop an aggressive and targeted marketing program to attract foreign direct investment to the
mega-region (market to four industry sectors, develop mega-region marketing rules of
engagement, create materials for collaborative use, create a web portal).

« Create materials and events to educate stakeholders about global issues affecting the region.

« Coordinate ongoing efforts to ensure the mega-region has an educated and highly-skilled
workforce (develop K-16 educational standards for tech industries, support efforts to create a
biotech and cleantech center, look for outside grants, support work visa reforms, develop model
industry training programs).

o Collaborate for a seamless infrastructure throughout the mega-region (actively support the Smart
Border 2010 initiative, educate public, seek funding, secure legal rights and funding to build
transmission lines)

» Champion the implementation of policies and business incentives to attract and retain high-value
businesses (seek funding for business attraction, create one-stop permitting centers, streamline
EIR process).

California-Baja California Border Master Plan °

Cross-border travel at the six land ports of entry (POE) in the California/Baja region has grown over
the years and growth is expected to continue because of increasing population and economic activity.
Improving the current infrastructure is critical to relieving congestion and facilitating cross-border
movement of people and trade. Executives from twenty-four U.S. and Mexico agencies participated in
the creation of this Master Plan which prioritizes POE and related transportation projects.

Goals / Objectives

« Increase understanding of POE and transportation planning on each side of the border.
« Create a mechanism to prioritize and advance POE and related transportation projects.
o Develop criteria for prioritizing mid- and long-term projects.

« Establish a process for ongoing communication among local, state, and federal partners.

6) San Diego Association of Governments (SANDAG) (September 2008). Commissioned by the U.S./Mexico
Joint Working Committee to the California Department of Transportation (CalTrans) and the Secretariat of
Infrastructure and Urban Development of Baja California.



Summary of Prioritized Projects

Otay Mesa East-Mesa de Otay Il — a proposed new POE to serve both passenger and
commercial vehicles; will be located about two miles east of the existing Otay Mesa-Mesa de
Otay POE.

San Ysidro-Puerta Mexico/Virginia Avenue-El Chaparral POE — serves pedestrian and
passenger vehicles (not commercial); a rail line crosses at this POE. Redesign of the POE is
being coordinated with Mexico to convert the existing southbound vehicle lanes into northbound
lands to facilitate traffic into the U.S.

Calexico-Mexicali POE — serves pedestrian and passenger vehicles; freight rail service operates
regularly. To ease congestion, a new facility is proposed to process north and southbound
passenger vehicles while the existing facility would process pedestrians and buses. Project would
expand to 16 passenger vehicle lanes and six pedestrian lanes.

Otay Mesa-Mesa de Otay POE — serves pedestrian, passenger and commercial vehicles.
Proposed project would expand the number of lanes to improve passenger and cargo service and
operation efficiencies. Specifics of the project are pending completion of a feasibility study.

Tecate-Tecate POE — serves pedestrian, passenger, commercial, and rail. Proposed project is
to construct a commercial facility at the Tecate, Baja California border station to improve the flow
of commercial traffic.

Calexico East-Mexicali Il POE — serves pedestrian, passenger, and commercial vehicles.
Proposed project, to improve passenger throughput, would expand the number of passenger
lanes at the existing Imperial County facility from eight to 12 vehicle lanes.

Andrade-Los Algodones POE — serves primarily pedestrian and passenger vehicles; some
commercial vehicles. Proposed project would move vehicle lanes to the Arizona border keeping
pedestrian lanes in Imperial County. The pedestrian lanes are important to tourism and winter
visitors typically cross on foot.

Summary of Recommendations

Consider the California-Baja California Border Master Plan a framework to prioritize infrastructure
projects and facilitate planning and funding of related transportation projects.

Update the master plan every three to four years; update should be lead by Caltrans and
Secretaria de Desarrollo Urbano del Estado de Baja California (SIDUE).

NTC Foundation

Rehabilitating 26 abandoned historic buildings of the former Naval Training Center in Point Loma,
San Diego into the NTC Promenade Civic, Arts, and Cultural District — 356,000 square feet of
space for lease to creative community at or below market rent.

NTC Promenade is a $100 million community project that will replace jobs lost by the base
closure and provide capital investment in the region.



The project is located in a Census tract (06073006400) that has a poverty rate of 61.7 percent
and is a Renewal Community, SBA HUBZone, CDFI Hot Zone, a state/local redevelopment
district, and a Base Closure Site (BRAC).

Port of San Diego: Charting Our Future; Compass Strategic Plan
Fiscal Years 2007-2011

Goals / Objectives / Action ltems

Stimulate regional economic vitality by (1) promoting and supporting the maritime industries; (2)
participating with other organizations to acquire funds for maritime infrastructure; (3) pursue new
maritime/logistics business opportunities; (4) improving/expanding cruise ship terminal
infrastructure; and (5) enhancing industrial uses.

Enhance and sustain a dynamic and diverse waterfront by (1) supporting, improving and
expanding infrastructure to support business development; and (2) improving and expanding
tourism and recreational opportunities.

Protect and improve the environmental conditions of San Diego Bay and the Tidelands by (1)
participating in educational programs; (2) promoting environmentally sensitive practices; and (3)
providing innovative leadership in management and control programs.

Ensure a safe and secure environment for people, property, and cargo by (1) continuing
development of the Harbor Police facility; (2) participating in safety educational programs; and (3)
collaborate with regional partners on safety and security issues, programs, and technologies.

Develop and maintain a high level of public understanding that builds confidence and trust in the
Port by (1) developing customer service standards; (2) conducting regular informational briefings
with stakeholders and community at large; (3) supporting and actively participating in local
communities, charities, and events.

Develop a high-performing organization by (1) aligning personnel philosophies and training
programs with the Strategic Plan; (2) continually evaluating and upgrading system systems.

Strengthen the Port’s financial performance by (1) expediting tenant redevelopment plans; (2)
training for Emergency Response and Business Continuity Plan; (3) developing programs that will
diversify the Port’s revenue base; and (4) implementing cost-saving measures.

San Diego’s Maritime Trade: A Critical Economic Engine ’

Summary of Findings and Recommendations

Two terminals operated by the Port of San Diego play a critical role in the region’s economy.

With an estimated annual economic impact of between $1.7 and $1.8 billion, the impact of the
terminals is greater than more visible industries and activities such as sporting events,
conventions, tourism.

" san Diego Institute for Policy Research (August 2008).



19,298 jobs directly and indirectly associated with terminal activities. Many of the port jobs pay 28
percent or more above the region’s private sector wages.

Port activities have grown consistently since 2002 and currently move 6.5 million tons of cargo.
Potential market opportunities exist in autos, containerized fruit, cement, sand, and lumber.

Regional policy makers need to pay more attention to the infrastructure needs of the terminals
and ways in which activity could be expanded.

The Port District should keep the Maritime Business Plan Update as a priority.

San Diego Association of Governments (SANDAG) should continue seeking discretionary federal
and state funds to improve the terminals.

Local jurisdictions should ensure that their general plans and zoning regulations are compatible
with land uses at and around the terminal.

Regional Economic Impact Study of CA High Speed Train ®

The California High Speed Train (HST) is an 800 mile long rail project that would link major
population centers and allow riders to travel between San Diego and San Francisco in less than four
hours. This project could also alleviate freeway and airport congestion, give businesses enhanced
opportunities to draw from larger labor and customer markets, enhance mobility, and improve quality
of life.

Summary of Findings and Recommendations

By 2030 the HST could create 45,250 more jobs in San Diego, create somewhat higher
population growth, encourage more compact development, improved air quality, reduced
automobile accidents, improved efficiencies and reduced congestion at San Diego International
Airport, lower transportation costs, increased business attraction.

Because of congestion relief and induced economic activity, population growth would be higher
(41.2 percent vs 36.4 percent).

The number of jobs in San Diego is projected to increase 46.9 percent by 2030 under the. Given
the completion of the HST system, 2.4 percent more jobs could be available in San Diego (an
increase of 45,250 jobs).

Completion of the HST could include 9.5 percent more efficient land and efficiencies in how
growth is accommodated in the County due largely to a significant portion of the new economic
activity would take place in near three HST system stations to be built in San Diego.

As the HST would divert traffic from highways and airports, capacity increases would lead to a
lower demand for auto travel and reduced travel time.

The HST could also result in fewer flights to and from California’s airports, thereby decreasing
delays and congestion at regional airports.

8 san Diego Institute for Policy Research (September 2008).



Electrically propelled, high-speed trains use one-fifth the energy of cars in traffic and one-third the
energy of air travel. High-speed trains would reduce CO2 emissions by more than 12 billion
pounds per year, the equivalent of removing more than one million vehicles from state roads
annually.

Building an alternative infrastructure system that would provide the same capacity as the HST
would be difficult to complete in San Diego County. Even if the state and region had the
resources to improve the region’s airport and major interstate, an alternative is not an entirely
viable option and would unlikely be available by 2030; would require expanding the region’s
north-south freeways far more than currently planned and building additional gates and a second
runway at the San Diego Airport that may not be possible.

Digital Divide Report °

The Digital Divide Subcommittee of the Workforce Education Committee examined the current status
of the South County San Diego’s technology gap referred to in the 2004 San Diego Regional
Technology Alliance Study (RTA Study). The primary conclusion of this review is that the technology
gap has essentially been closed due to major improvements supported and made by the private and
public sectors.

Summary of Findings and Recommendations

More than 97 percent of the homes and businesses have the ability to subscribe to high-speed
internet.

Public libraries and public education institutions have added or expanded service including public
wireless access.

Access to computers in K-14 public education facilities and libraries varies according to the type
of facility, programs that are specifically designed for public access, accessibility of the facility
including transportation, hours of operation, etc.

Nonprofit groups and corporations are contributing resources to expand and promote access to
low income and limited English speaking South County communities. Continued philanthropy
must be encouraged and expanded.

Essential that sufficient investment is made to ensure the technology infrastructure is maintained
and that upgrades to existing public resources are a regional priority.

Additional work is needed to ensure the gap continues to close and that other issues that may
prevent use of technology (i.e. language, culture, age, etc) are addressed.

Business, education, and community service groups should continue collaborating to promote
growth in computer literacy, enhanced access to the internet, and other technology resources.

Prepared for South County Economic Development Council by the Digital Divide Subcommittee of the
Workforce Education Committee (2007).



« Home internet access is an equalizer for limited English speaking residents, finding creative
approaches to ensure more residents have the proper computer skills should continue to be a
priority for the South County.

» Aregional approach to supporting public wireless access would provide long-term benefits and
keep the cost of broadband internet access from becoming a barrier to technology adoption.

Value and Contributions of San Diego’s Visitor Industry *°

This report is an overview of San Diego’s visitor industry and issues facing the industry. Aside from
economic impact and employment statistics, the report highlights six key drivers that impact the
industry, including the San Diego Convention and Visitors Bureau, Convention Center, hotels cruise
ship industry, Indian gaming, and Baja California’s importance to local travel. The report also looks at
four longer-term key challenges facing this industry, i.e. government financing, reinvesting and
supporting the visitor industry, constraints of the current airport, and sports events.

Summary of Findings and Recommendations

« San Diego hosts more than 32 million visitors per year who spend more than $7.7 billion at local
businesses; equivalent to $2,502 for every resident. This spending supports nearly every
segment of the economy and generates substantial tax revenues for local jurisdictions.

« One in every nine civilian jobs in San Diego County can be attributed to visitor spending.
« San Diego leads the nation with more Indian-owned casinos than any other county in the U.S.

« If it avoids relying upon solely one or two “traded industries,” the region will be much better able
to weather national and international business cycles. Part of that strategy should be to keep the
visitor industry healthy. With other regions also competing to attract visitors, continued
investments and attention to the factors that keeps the region competitive is essential.

County of San Diego 2008 General Plan

The County General Plan directs future growth in the unincorporated areas of San Diego County
which is targeted to occur in the western portions of the unincorporated county. The General Plan
reflects the county’s commitment to sustainable growth, efficient development, and respect of natural
resources.

Guiding Principles

e Support a reasonable share of projected regional population growth.

« Promote sustainability by locating new development near existing infrastructure, services, and
jobs.

« Reinforce the vitality, local economy, and individual character of existing communities while
balancing housing, employment, and recreational opportunities.

1% san Diego Institute for Policy Research (October 2007).



Promote environmental stewardship that protects the range of natural resources and habitats that
uniquely define the county’s character and ecological importance.

Ensure development accounts for physical constraints and the natural hazards of the land.

Provide and support a multi-modal transportation network that enhances connectivity and
supports community development patterns.

Maintain environmentally sustainable communities and reduce greenhouse gas emissions that
contribute to climate change.

Preserve agriculture as an integral component of the region’s economy, character, and open
space network.

Minimize public costs of infrastructure and services and correlate their timing with new
development.

Recognize community and stakeholder interests while striving for consensus.

City of Chula Vista 2006 Community Development Department Five-
Year Strategic Plan

Vision: Chula Vista is recognized worldwide as the most innovative and successful city for its natural
and built beauty, amenities for its citizens, sense of community, and sustainable environment.

Summary of Goals, Strateqies, and Projects

Improve the quality of life for low and moderate income households — (1) expand and maintain
affordable housing; (2) fund capital improvements for vital community resources for lower income
people; (3) increase homeownership with homebuyer programs and assistance.

Revitalize Western Chula Vista — (1) catalyst development projects on Third Avenue Commercial
Corridor and E Street Trolley Station properties; (2) fund infrastructure that supports
developments in Third Avenue Village; (3) expand/merge redevelopment project areas; (4)
prepare urban core and southwest specific plans; (5) standardize entitlement process.

Develop the University Park and Research Center as a regional education, research, civic and
community center — (1) acquire land; (2) pursue energy/sustainability research collaboration; (3)
identify and secure partnerships to build campus infrastructure and shared facilities.

Improve and increase public participation in community development and redevelopment — (1)
assess and design new current public outreach process and tools.

Develop Chula Vista Bayfront as a recreational, residential, hospitality, commercial, and
environmental showcase — (1) continue and expand partnership with Port of San Diego and
Pacifica Companies; (2) facilitate contractual components of Goodrich Relocation Agreement; (3)
apply policies for implementation of master plan.

Expand Chula Vista's economic and jobs base at a rate that exceeds regional, state, and national
levels — (1) recruit businesses from targeted industries that will benefit from cross-border,
research, educational and other area assets; (2) Third Avenue Village clustered storefront facade



improvement program; (3) auto park expansions; (4) H Street corridor development and market
demand study; (5) team approach to providing small business assistance program; (6) upgrade
print and web materials.

Strengthen administrative and management systems — (1) integrate all development services
departments and create cross-department teams for major projects.

City of Lemon Grove 2005-2009 Community Development Agency
Implementation Plan

Summary of Goals, Strateqies, and Projects

Encourage commercial development in downtown and commercial areas — (1) Implement Special
Treatment Area | Specific Plan; (2) provide business assistance and incentives; (3) streamline
permitting; (4) provide public infrastructure that supports developments.

Enhance community image — (1) rehab project areas; (2) make public improvements to
community educational and cultural facilities; (3) make infrastructure and landscaping
improvements to main streets; (4) provide programs and assistance to promote private
investment.

Increase the number and quality of low/moderate housing — (1) provide funding and assistance
for residential development and rehab; (2) implement an in-fill housing program; (3) participate in
public/private partnerships; (4) establish loan programs to promote owner-occupied households.

City of San Diego 2002-2004 Community and Economic
Development Strategy

Summary of Recommended Action Items

Incentives — (1) continue to provide business incentives for projects offering middle income job
opportunities and in the targeted industries; (2) discontinue for retail and industries not identified
as targets; (3) continue the Foreign Trade Zone program; (4) collaborate with San Diego
Workforce Partnership and businesses to establish written incentive programs.

Business Attraction / Expansion — (1) expand technical assistance services and business
financing to small and emerging technology firms and those involved in international trade; (2)
continue to support regional EDCs.

Smart Growth — (1) adopt new project areas; (2) expand revitalization tools and programs; (3)
support public/private quality of life initiatives; (4) expand gap financing and incentive programs.

City of Coronado 1994 Community Development Plan

Summary of Goals and Actions

Revitalize project areas and encourage the participation of residents, businesses, community
organizations, and public agencies.



Preserve and enhance cultural, historical and recreational assets of the project area.

Provide improvements to accommodate anticipated growth and encourage economic
development in the project area.

Modernize and improve public and educational facilities in the project area.

Provide for a suitable housing mix.





