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MESSAGE FROM THE GOVERNOR

The creation of an annual report provides an excellent opportunity to reflect on the 12 months of fiscal year 2012 which
has just ended and look ahead to the challenges and opportunities in the coming fiscal year. The beginning of 2012 brought the
most unwelcome news that the Hovensa refinery on St. Croix would close, putting more than 2,000 employees and contractors
out of work and impacting scores of businesses and organizations that relied on the products from the refinery and the largesse
from its employees. This unprecedented fiscal challenge reinforced the importance of the V.I. Economic Development Authority
(VIEDA) and its pursuit of new economic development opportunities. I am pleased to report that the VIEDA’s Board of Directors,
management, and staff were not deterred from their mission and can point with pride to a number of successful initiatives during
fiscal year 2012 which will help position the Territory for fiscal year 2013.

The Economic Development Commission, in partnership with the VIEDA's lead generation firm, continued its efforts
to retain current businesses under the Economic Development Program while secking potential commercial prospects in key
industries that can lead to job creation and the generation of tax revenues. To that end, we were more aggressive in marketing the
program, and Virgin Islands officials traveled to Panama and the United Kingdom to scout companies interested in moving to the
Territory. The Industrial Park Development Corporation (IPDC) continued to provide affordable and suitable space for lease to
current local entrepreneurs and will do the same for new businesses that relocate to the Territory.

Today’s worldwide marketplace necessitates that states and territories become more engaged in developing export
opportunities that will allow businesses to grow and be globally competitive. Through the VIEDA, the Territory is utilizing the
funds from grants recently received through the U.S. Small Business Administration’s State Trade and Export Promotion (STEP)
program and the U.S. Department of the Treasury’s State Small Business Credit Initiative (SSBCI) to provide direct assistance to
our businesses and to explore the feasibility of exporting goods and services.

In fiscal year 2012, I signed an executive order laying the groundwork for new economic and cosmetic renewal projects
in historic towns on St. Croix and St. Thomas. We recognize the importance of reinvigorating these once-vibrant towns with an
infusion of fresh business opportunities. Accordingly, new enterprise zones were established such as the Savanne-Down Street
Enterprise Zone and the Garden Street-Upstreet Enterprise Zone in Charlotte Amalie, St. Thomas; and the Frederiksted Town
Enterprise Zone on St. Croix in order to attract commerce and provide incentives for investment that will be the basis for the
preservation of our beautiful cities. As the charm of the historic districts is directly linked to the Territory’s tourism revenue, these
revitalization initiatives are vitally important in many respects such as our economic growth, business development opportunities,
and the quality of life for our residents.

Only a continued focus on economic development initiatives will enable the Territory to build a future of greater financial
stability and prosperity. With the qualified and diligent employees of the Economic Development Commission, Enterprise Zone
Commission, Government Development Bank, Industrial Park Development Corporation, and Small Business Development
Authority, I know we have the right team in place for this vitally important mission.

LAY
John P. de Jongh, Jr.



The United States Virgin Islands
OFFICE OF THE LIEUTENANT GOVERNOR
1105 King Street
Christiansted, Virgin Islands 00820

MESSAGE FROM THE LIEUTENANT GOVERNOR

It is my pleasure to congratulate the Virgin Islands Economic
Development Authority and the Board of Governors as they present their
2012 Annual Report. The record of your efforts and accomplishments is a
true reflection of your initiative and creativity towards revitalizing the
territory’s economic future.

Rebuilding the territory’s financial base requires the community’s
collective ideas and effort as we create and pursue economic
opportunities. The challenges of these times demand that we develop
our potential as we chart our path forward. @ We must establish our
ability to compete in the global marketplace through dedication and
fortitude.

I commend the EDA for their continued efforts to secure our economic
future and remain your committed partner as we work together to

rebuild our economy and the future of the Virgin Islands.

Sincerely,

F’ Q——'
ory R. Francis
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Message from the Chairman of the Governing Board

Although the challenges of these recent years have been ominous, the staff of the Virgin Islands
Economic Development Authority’s (VIEDA) main focus is not only to seek opportunities that can expand
and diversify the economy of our Territory, but also to provide reinforcement to the charge and
commitment of the agency’s guiding purpose. Hence, the VIEDA is undertaking several important
initiatives to combat job losses and budget deficits.

As the following five communal entities operate under the umbrella of the VIEDA, namely the Economic
Development Commission, Government Development Bank, Small Business Development Agency,
Enterprise Zone Commission, and the Industrial Park Development Corporation, they have the synergy
to promote the growth and diversification of our entrepreneurs. Their staff and programs work
individually and collaboratively to support existing and prospective businesses that have decided to
relocate or expand their operations in the Territory.

While we work towards enhancing our tax-incentive program to increase the number of companies we
attract to our shores, we will also work in partnership with other public and private entities that can
provide the necessary financial and technical resources to help our residents in the areas of business
creation, expansion, and sustainability.

On behalf of the Governing Board of Directors, we look forward to continued progress throughout FY
2013 as we forge a brighter future for the U.S. Virgin Islands. Know that along with the VIEDA’s
executive leadership and dedicated staff, the Board will continue to pursue the Authority’s mission and
work through the economic challenges of this Territory.

Sincerely,

Chairman



Message from the Chief Executive Officer

As we face another year we look back with great appreciation for the accomplishments of the past. The Economic Development
Authority with its member agencies has charted a course to assist our local businesses on the path to economic viability.

I pause to express appreciation to all of the staff members for their team effort, dedication and hard work. Certainly without
their commitment we could not have achieved the success we did. I would also like to thank Governor de Jongh, Lieutenant
Governor Francis and the Board of Governors for their continued support without which our many achievements could not have
been accomplished. We are committed to remain focus while we work toward economic sustainability.

We will continue to build on the successes of prior years by aggressively working toward the enhancement of our marketing
and strategic plan to promote economic growth for the Territory.

While we continue to face many challenges caused by the global economic conditions, we remain steadfast in our outlook for
the year ahead. Our quest to attract viable companies to invest in our Territory remains strong and we anticipate a vibrant fiscal
year 2013.

Sincerely,

Percival E. Clouden
Chief Executive Officer
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MISSION STATEMENT

The Virgin Islands Economic Development Authority
(VIEDA) strives to be a customer service based organization
that creates positive public/private sector partnerships
for the enhancement of economic growth and develop-
ment by meeting the challenges of the global economy
and serving the needs of the business community, while
embracing our unique cultural heritage and preserving

our pristine natural environment.
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The Yellow Breast, also known as 'the Sugar Bird' or 'Bananaquit', is the official bird of the US. Virgin Islands

THE VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY

The Virgin Islands Economic Development Authority (VIEDA) was created as a semi-
autonomous government agency on February 1, 2001 to assume, integrate and unify the
functions of the Government Development Bank (GDB), the Economic Development
Commission (EDC), the Industrial Park Development Corporation (IPDC), the Small
Business Development Agency (SBDA), and the Enterprise Zone Commission (EZC) under
one executive board in order to achieve maximum efficiency, streamline operations, and
develop comprehensive programs to promote and enhance the economic development of
the Territory.

The Authority accomplishes its mission by attracting multi-national investors to establish
or relocate their businesses to the United States Virgin Islands and by providing financial
assistance through its lending arm, namely the GDB and the SBDA, to emerging and
established businesses in the Territory. The Authority is funded by the general fund, based
on a budget request from the Governor and the VIEDA Board of Commissioners, which
must ultimately be approved by the Legislature of the Virgin Islands.

The powers of the Authority are exercised by a seven-member board which is comprised
of three (3) members that are appointed by the Governor from among heads of cabinet-level
executive departments or agencies, or from among the Governor’s executive staff; three (3)
members who are not employees of the Government of the United States Virgin Islands and
are appointed by the Governor with the advice and consent of the Legislature; and one (1)
member appointed from the board or executive staff of the Government Employees’
Retirement System, the Virgin Islands Port Authority or the University of the Virgin Islands.
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Mahogany Run Golf Course, St. Thomas

THE ECONOMIC DEVELOPMENT COMMISSION

The Economic Development Commission (EDC) is charged with promoting the growth,
development and diversification of the economy of the United States Virgin Islands by
developing the human and economic resources of the Territory, preserving job opportunities
for residents of the U.S. Virgin Islands, and promoting capital formation to support
industrial development in the Territory. The EDC is comprised of the Applications Unit
which is the first point of contact by a business seeking to apply for economic development
benefits, and the Compliance Unit which monitors beneficiaries to ensure that they comply
with the terms and conditions of their certificates and with other requirements of law.

11



EDC Beneficiary The Westin St. John Resort & Villas, St. John

EDC APPLICATIONS DIVISION

The mission of the Applications Division, consistent with the Economic Development
Commission (EDC) Program, is to facilitate the promotion of the growth, development, and
diversification of the economy of the United States Virgin Islands by processing (evaluating,

analyzing and preparing) application packages for submission to the V.I. Economic
Development Authority’s (VIEDA) Governing Board of Directors (hereafter referred to as “The
Board”) for consideration of a recommendation for the granting of economic development
benefits.

FISCAL YEAR 2012 GOALS

e Continue to work closely with local attorneys and accounting firms which normally introduce new
businesses to the EDC.

e Continue to provide mini-workshops to clients on the proper procedures for completing EDC
applications which can facilitate the timely processing of applications and ultimately achieve the
targeted 80-to-90 day processing time-line.

e Increase applications to approximately thirty (30) per year

e Increase the number of approved applications for benefits over the fiscal year 2011 level

e Reduce the processing time from the receipt of applications for benefits to a decision by the EDC

FISCAL YEAR 2012 0BJECTIVES

e Facilitate the timely processing of a completed application submitted to the Applications Division
for consideration

e Provide training for staff through conferences, tradeshows and in-house resources

e Reduce the backlog of pending applications for benefits that are awaiting a decision

e Actively interact with clients and potential applicants through interviews and on-site visits to
identify with their business models and requests

e Continue to work collaboratively with other departments to shorten the application process

e Continue to work closely with the Marketing Division to actively recruit new applicants through
trade shows, conferences, and seminars sponsored by the agency

FISCAL YEAR 2012 ACCOMPLISHMENTS

During this fiscal year, ten (10) public hearings were scheduled of which a total of 25 applicants delivered
presentations on their business plan and the merits of the application. Of the 25 applications, 19 were
received in FY 2012, and six (6) were pending from the prior year.

EDC Beneficiary Gold Coast Yachts at the William D. Roebuck Industrial Park, St. Croix
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Eleven (11) decision meetings were held. At these meetings, the EDC Governing Board deliberated on a
total of 24 applications. Of the applications reviewed, 22 were approved for a favorable recommendation
to be submitted to the Governor, and two (2) were denied.

At the end of the fiscal year, six (6) applications were pending to be heard at a Public Hearing, and nine
(9) were pending a decision by the EDC Governing Board.

During this period, 11 applicants elected to commence its EDC benefits. As a result, five (5) certificates were
finalized for execution, and six (6) are in process. At the end of fiscal year 2012, 89 applicants that were
approved from 2004 to fiscal year 2012 were pending election of dates to commence EDC benefits.

e During this fiscal year, the staff continued to evaluate processes to include the application procedure
in order to improve on further streamlining the application process. The Applications Division
collaborated with the Assistant Chief Executive Officer and the VIEDA’s Marketing Consultant to
actively recruit new applicants through trade shows, conferences, and agency-sponsored seminars.
Staff members significantly worked on reducing the backlog of applications pending from FY 2011.

e The staff of the Applications Division received training from EConsult on the revised Cost-Benefit
Model with Application & Compliance Inputs and from BizVI Group, LLC, on the EDC online
application.

ONGOING PROJECTS/TASKS:

e Complete review of processes, revise Standard Operating Procedures (SOP) based upon best
practices and implement process changes

e Review the EDC Online Application and make applicable changes to make it more user-friendly
to facilitate the processing of applications

* Develop an annual training schedule for staff members on analytical analysis and economic
development disciplines.



APPLICATIONS RECEIVED DURING PRIOR FISCAL YEARS

During 2012, there were a total of 18 applications open from prior years. Eight (8) of these applications

were approved by the Governor of which three (3) are pending election of benefits, two (2) certificates of

benefits were completed, three (3) certificates of benefits are in progress, and two (2) applications were

denied by the Governor. At the end of this period, there were four (4) applications pending a decision
meeting, one (1) is pending Public Hearing, and three (3) were favorably recommended by the Board and
are pending the Governor’s approval.

APPLICATIONS RECEIVED DURING PRIOR FISCAL YEARS

COMPANY NAME
Windward Capital, LLC
Alpine Securities U.S.V.l., LLC
Sunshine Shopping Center
Neltjeberg Bay Enterprises, LLC
Vitelco - ILD Joint Venture
Seven Seas Water Corporation
AEG Services, LLC
Ferrer
Attraction Management Group
Bellicose VI, Inc.
Rx Ventures, LLC
Dun Run Holdings, LLC
L.S.L. Holdings, LLC
Magic Ice (St. Thomas), Inc.
Carambola Golf Club, LLC
Integrity Life Finance, Inc.
CBI Acquisition d/b/a Caneel Bay Resort
Secret Harbor Beach Resorts

Extension/Modification
Modification/Transfer
Extension

New

Extension

New

New

New

New

New

New

New

New

New

Transfer

New

Extension
Extension

TYPE OF APPLICATION CATEGORY

A
A
Il
1A
11l
11l
1A
A
1
A
A
I
A &1II
Il
I
A
Il

Il

TYPE OF BUSINESS
Financial Management
Investment Management
Shopping Center
Business Management
Telecommunication
Water Purification
Management Consulting
Management Consulting
Tourist Attraction
Financial Management
Financial Management
Golf Course
Wholesale of gold
Tourist Attraction
Golf Course
Financial Management
Resort
Resort

STATUS AS OF 9/30/12
Certificate in Progress
Certificate Completed
Denied by Governor
Pending Decision Meeting
Pending Governor’s Approval
Pending Decision Meeting
Pending Governor’s Approval
Approved Pending Election Benefits
Pending Decision Meeting
Pending Governor’s Approval
Approved Pending Election Benefits
Certificate in Progress
Denied by Governor
Approved Pending Election Benefits
Certificate Completed
Certificate in Progress
Pending Decision Meeting
Pending Public Hearing



APPLICATIONS RECEIVED IN FY 2012

During 2012, a total of 23 applications were filed. At the end of this period, six (6) applications were
approved by the Governor of which two (2) are pending election of benefits and four (4) certificates of
benefits were completed. Three (3) were favorably recommended by the Board and are pending the
Governor’s approval. Of the remaining (14) applications, one (1) transfer application was approved by the
Board, five (5) applications are pending Decision Meetings, five (5) are pending public hearing, and three

(3) applications were placed on hold at the request of the applicant.

COMPANY NAME
Full Moon Ventures, Inc.
Black Diamond Holdings, LLLP
Black Diamond Advisors, LLLP
St. Thomas Craft & Logo, Inc.
VI 4D, LLLP
Financial Ballistics Trust
Billy D’s Specialties

Westin St. John Hotel Company, Inc.

Bulk Petroleum Transport, LLC
Subbase Drydock, Inc.

United Electronic Industries Services
Tree Limin’ Extreme, LLC
Lindenleaf Rosemallow, LLLP
Yacht Haven USVI, LLC

Ocwen Mortgage Servicing, Inc.
STR Management, LLC

Altisource Asset Management Corp.

Kinsail Corporation

Caribbean Cinemas of St. Croix, Inc.
V.I. Analytics, LLC

St. Croix Renaissance Group, LLLP
Southern Trust Company, Inc.
Asset Recovery Management, Inc.

APPLICATIONS RECEIVED IN FY 2012

Small Business
New

New

New

New

New
Extension
Extension
New

New

New

New

New
Transfer
New

New

New

New

New

New
Extension
New

New

TYPE OF APPLICATION CATEGORY

A
A
A
Il
I
A
Il

Il

Il

Il

Il
1l
A
&I
A
A
A
A
I
A
I
A
A

TYPE OF BUSINESS
Business Management
Business Management
Business Management
Manufacturer
Recreational Facility
Financial Management
Manufacturer
Hotel
Maritime Transport
Maritime Industry
Manufacturer
Recreational Facility
Financial Management
Marine Industry
Financial Management
Business Management
Business Management
Web-Based
Recreational Facility
Business Management
Recreational Facility
Data Based
Financial Management

STATUS AS OF 9/30/12
Pending Decision Meeting
Certificate in Progress
Certificate in Progress
Pending Decision Meeting
On Hold
On Hold
Pending Public Hearing
Pending Public Hearing
On Hold
Pending Governor’s Approval
Certificate Completed
Pending Decision Meeting
Approved and Pending Election
Approved
Certificate in Progress
Pending Governor’s Approval
Approved and Pending Election
Pending Governor’s Approval
Pending Decision Meeting
Pending Decision Meeting
Pending Public Hearing
Pending Public Hearing
Pending Public Hearing



INQUIRIES FROM POTENTIAL INVESTORS DURING FY 2012

The Applications Division actively interacted with clients and potential applicants through interviews and
on-site visits to identify with their business models. Several key prospects are as follows:

INQUIRIES FROM POTENTIAL INVESTORS DURING FY 2012

COMPANY NAME
Susan Ferrari

ASPire Financial Services
ATS Defense, Inc.

West Indies Bay Co.

Elsworth Jones

RT Unlimited Security
Tibbar Energy USVI LLC
Keith Poimboeuf

Robert Gibson

Greater Chinese Chamber of Commerce
Polaris Engineering

Deloitte & Touche

Better World Telelecom
CruiseCam International, Inc.
Mobile Data Trust, LLC

BCG, VI

Frank Kleuschrodt

Epic Kayaks

Green Power Biomass Plant

TYPE OF BUSINESS
Commercial Broker (Retailers, Restaurateurs, and
Entertainment Facilities)
Record Keeping for Retirement Plans
Manufacturing and Assembly
Fragrance Manufacturer
Service Business
Security Services, Analysis & Watchman, Guard and Patrol Services
Renewable Energy Development
Real Estate
Accounting Firm
Clean Energy
Propane Gas Facility
Accounting
Voice & Data Service Provider
Manufacturing
Manufacturing
Construction Company
Camera Surveillance, Manufacturing and Services
Outdoor Recreation - Kayak
Biomass Power Plant

ORIGIN
St. Thomas, USVI

Florida

Florida

St. Thomas, USVI
St. Croix, USVI
St. Croix, USVI
St. Croix, USVI
Puerto Rico
Florida
Houston, TX
Lake Charles, LA
St. Croix, USVI
Reston, VA
California
California

St. Thomas, USVI
St. Croix, USVI
Charleston, SC
Virginia

Table 1: Economic Development Commission - FY Historical Application Information

FY2012

FY2010 FY2011
# of Apps Received 1 20
# of Apps Approved 3 n
# of Apps Tabled or Denied 1 2
Apps Pending 7 7
Job Opportunities 60 236
Approx. Wages of New Apps 1,888,379 6,517,410
Minimum Porential ops 10,393,300 93,076,000
FY2010 FY2011
Number of Applications Received 1 20

16

23
10
0
13
256
16,070,868

46,946,884

FY2012
23



Economic Development Commission - FY Historical Application Information
FY2010 FY2011 FY2012
256

Job Opportunities

Economic Development Commission - FY Historical Application Information

FY2010 FY2011 FY2012
Minimum Potential Investment of New Applications 10,393,300 93,076,000 46,946,884
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EDC Beneficiary Concordia Camp Grounds, St. John

EDC COMPLIANCE DIVISION

The mission of the EDC’s Compliance Division is to ensure the integrity of the Economic
Development Commission’s Program and to assist the beneficiaries in meeting the requirements

outlined in the Economic Development Commission’s Laws, Rules & Regulations and
Certificate of Benefits.

VISION

To enhance the program by improving the process and management function; implement a periodic

assessment of the program’s effectiveness; create comprehensive policies and standards; conduct regularly
scheduled field monitoring and auditing; use technology to achieve automation to accurately and
consistently track reporting and streamline the data entry process; to efficiently manage compliance
investigations, and maintain and retain records; ensure compliance through annual staff and stakeholders
training and education programs; and implement a hotline, or other reporting system to answer questions
and respond to complaints from stakeholders.

FISCAL YEAR 2012 GOALS

e Enhance the Cost-Benefit Model into an electronic application that reports on macro data

e Continue to review and update compliance audit procedures and processes

e Continue to educate Beneficiaries, Suppliers, and the public regarding the EDC program’s
requirements and changes

FISCAL YEAR 2012 0BJECTIVES

e Complete the next phase to enhance the cost-benefit model for electronic module with macro data

e Increase compliance reviews and site visits by 20 percent

* Develop internal electronic compliance case management system

e Reinstitute the annual conferences on Compliance and for Eligible Suppliers and Consultant
Conferences

e Update the website to include certificates, and other EDC program information

ACCOMPLISHMENTS as oF SEPTEMBER 30, 2012
ORIENTATIONS

During this fiscal year, five (5) Certificates of Benefits were executed. This division conducted a total of
five (5) orientations as of September 30, 2012. Of the five (5) certificates, one (1) was issued to a new
applicant, with three (3) modifications and one (1) to transfer benefits. The new certificate issued represents
employment of 10 full-time employees, annual wages of approximately $398,500, investments of
approximately $800,000, and annual contributions of $50,000.
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TABLE 1: Certificates of Benefits Issued in FY 2012

BENEFICIARIES INDUSTRY

Professional Holding Company VI, LLC (Modification)* DSB - Business Consultant, Investment Banking
St. Croix Renaissance Group, LLLP (Modification)* Eco - Industrial Park, Utility Production
Carambola Golf Club, LLC (Transfer) Recreation Facility - Golf Course

United Electronic Industries Services, LLC (New) Manufacturer - Electronic Assemblies

US Viking LLC (Modification)* DSB - Economic and Management Consulting

An orientation was also provided to an existing beneficiary, RC Hotel (Virgin Islands), Inc., as part of its
training for new staff. As of September 30, 2012, there were 81 active companies under the EDC Program.

PETITIONS TO THE BOARD

In FY 2012, a total of 13 petitions from beneficiaries were presented before the Board for deliberation:
three (3) requested extensions or waivers of employment, one (1) petitioned for an extension of time to
fulfill requirements for charitable contributions, three (3) petitioned the Board for a suspension of their
benefits, and six (6) petitions were submitted for a termination of their benefits.

TABLE 2: Beneficiaries and Petitions in FY 2012

BENEFICIARY PETITION

Atlantic Industries, Inc. Suspension

Celtic Therapeutics Management, LLLP Employment Waiver

Hudson Management Group, Ltd. Termination

St. Croix Dairy Products, Inc. Suspension

Financial Trust Company Suspension

567 SGB, LLC Extension of Employment Deadline
Intrepid Investments, LLC Extension to meet Charitable Contribution
Mega Management Advisors, LLC Employment Waiver

Golden Eagle Financial, LLLP Termination

Americas Management Services, LLLP Termination

Trust Asset Management, LLP Termination

Horizon Fuel & Financial Management, LLLP Termination

Millennium Management VI LLLP Termination

Heavy Materials, LLC Scholarship Waiver

RESOLUTIONS A total of four (4) compliance cases were presented to the Board for deliberation on non-
compliance matters. Four (4) cases were assessed penalties totaling $329,432.61, two of which are
pending resolution.

BENEFICIARY NON-COMPLIANCE FINDING RESOLUTION
Allquest Mortgage 'Capltal . Inves.tr.nent, .emp'loyment, and special Assessed Penalty of $217,278.61 (Pending)
nka Allquest Financial Services conditions violations
CBI Acquisition LLC d/b/a Caneel Bay Procurement Violation Assessed Penalty of $64,947 (Paid)

Full-time employment & contribution

TAG Virgin Islands LLC o
violations

Assessed Penalty of $45,007 (Pending)

Tropex, Inc. Contribution Violation Assessed Penalty of $2,200 (Paid)
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SHOW CAUSE MATTERS

Three (3) beneficiaries appeared before the EDC Governing Board to show cause why their benefits should
not be suspended, modified, or revoked.

BENEFICIARY

567 SGB, LLC

AVisco, LP

Clearwater Consulting Concepts, LLLP

COMPLIANCE REVIEWS

FINDINGS

Investment, Full-time Employment & special
conditions

Full-time Employment
Full-time Employment, Procurement &

Reporting Requirement, Special Condition,
Deliberately reported false information

LIS

Governor Decision Pending

Resolution Pending

Final Settlement Pending

As of September 30, 2012, 15 compliance reports were completed as reflected below. Of the completed
reports, six (6) beneficiaries were found to be in full compliance with their certificates of benefits.
Additionally, four (4) reviews were being finalized with draft reports submitted for the Director’s review.

COMPLIANCE REPORTS COMPLETED as of September 30, 2012

American Management Solutions
Alpha Broadcasting Corporation
James River Capital Corporation
Plantation View, Inc.

Professional Holding Company VI, LLC
Atlantic Industries, Inc.

Mega Management Advisors, LLC

Secret Harbour Beach Resorts Associates

AVisco, LP

The March Group, LLC
Trust Asset Management LLP
Virgin Islands Telephone Corporation

Virgin Islands Paving, Inc.
Columbus Landing, LLC
Valance, Inc.

Seventeen (17) reviews of compliance reports were actively in progress at the end of fiscal year 2012.

COMPLIANCE REPORTS in PROGRESS as of September 30,2012

Aggregate, Inc.

BD Specialties d/b/a Billy Dees Special Tees

Bellavista Properties, Inc.

Communication Technology, Inc. (Comtek)

Four Winds Plaza Corporation
Gemini Design, Inc.

Global Capital Advisors, LLC
Healthquest, LLC

Palms Court Harborview, Inc.

Hudson Management Group, LTD

Kazi Management VI, LLC

Smooth Kreationz, LLC

St. Croix Renaissance Group, LLLP

St. Thomas Plastic Bottle Manufacturer, Inc.
Tropico Management, LP

Westin St. John Hotel Company, Inc

Yacht Haven USVI, LLC



SITE VISITS

A total of 20 site visits were conducted within the fiscal year.

SITE VISITS as of September 30, 2012

Mega Management Advisors, LLC
Columbus Landing, LLC

GEM Manufacturing, LLC

Kazi Management VI, LLC

Coral World, Inc.

567 SGB, LLC

Kiskidee, Inc.

Smooth Kreationz, LLC

St. Croix Renaissance Group, LLLP
RC Hotel (Virgin Islands) Inc.

ELIGIBLE V.I. SUPPLIERS

Tropical Plastic Corporation

The March Group LLLP

Valance Company Inc.

Caribbean Inflatable Boats & Life Rafts
AVisco, LP

Vitelco

St. Thomas Plastic Bottle Manufacturer, Inc.
International Capital & Management Co.
Alpine Securities, USVI LLC

Kazi Management St. Croix, LLC

Thirty-five (35) applications were filed. Of the 35 applications, 24 were approved, three (3) were denied,
and eight (8) incomplete applications were pending additional information to be processed. As of
September 30, 2012, a total of 304 businesses are certified as Eligible Virgin Islands Suppliers.

BUSINESSES CERTIFIED AS ELIGIBLE VIRGIN ISLANDS SUPPLIERS IN FY 2012

APPLICANTS
Kilroy’s Inc.
David Follman d/b/a Follman Construction
SWJ Corporation d/b/a Schooner Bay Market Place
Solar Systems

Johanny Magrass d/b/a Quisqueya Enterprises
Antilles Gas Corporation

Geek Emporium, Inc. d/b/a Reliable Network Solutions
Jeremy Henkel d/b/a Blue Water Construction

Steven Cooper & Associates, P.C.

Gary Lee Felton

Virgin Global Technology, Inc.

Joseph Hylton, Jr.

Joe Hylton Construction Managers, Inc.
Merchants Market of St. Croix, Inc.
Inove Asset Management, LLC

Supply Resources, Inc.

Anally Farms

On Time Distribution, LLC

VI Regulated Waste Management, Inc.

Caribbean Petroleum, Inc.
James Adams Electrical, LLC
All Rounder Systems, LLC
Jeannette Davila

Great Lakes Insurance (VI), LLC

TYPE OF BUSINESS
Dry Cleaning, Laundry Pickup & Delivery Services
Construction Contractor
Grocery and Food Provider/Catering Services
Solar Electrical Panels, Water Heaters, Pool Pumps,
Energy Components Installation & Repair Services
Bookkeeping, Tax & Secretarial Services
Liquefied Propane Gas
Computer Supplies, Equipment and Technical Support Services
Drywall & Sheetrock Installation/Contractor Services
Tax and Certified Public Accounting Services
Photography & Digital Printing Services
Telecommunications equipment; Design, Installation and
Support Services
Architectural Services
General Construction and Construction Management Services
Food Distributor
Business and Management Consulting Services
Medical Laboratory & Cleaning Supplies
Wholesale Retail of Fresh & Frozen Foods
Paper/Cleaning Products
Waste Management, Residential/Commercial Trash Remover,
Bio-Medical/Hazardous & Non-Hazardous
Waste Removal/Disposal Services
Fuel Distribution
Electrical
Construction Contractor
Real Estate
Insurance
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COMPARISON TO PRIOR YEAR STATISTICS

FOR PERIOD ENDING September 30th

CERTIFICATES

FY2010 FY2011 FY2012

COMPLIANCE REPORTS

FY2010 FY2011 FY2012
Completed 9 12 15
Compliance 4 5 6
Non-Compliance 5 7 9
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ELIGIBLE SUPPLIERS

FY2010 FY2011

FY2012

Received 35
Approved 24
Denied 3
Pending 8

Austin "Babe" Monsanto Marine Facility, Crown Bay, St. Thomas



William D. Roebuck Industrial Park, St. Croix

INDUSTRIAL PARK DEVELOPMENT CORPORATION

The Industrial Park Development (IPDC) is chartered as a public corporation to acquire and
operate industrial parks in the U.S. Virgin Islands and to complement the activities of the V.I.

Economic Development Authority. Presently, there are two industrial parks that fall under the
auspices of the IPDC, the William D. Roebuck Industrial Park and the St. Thomas Industrial Park.

On St. Croix, the William D. Roebuck Industrial Park is
located between Christiansted and Frederiksted, the historic towns on the island of St. Croix. It is
the largest of the two industrial parks. This park, situated within four adjoining buildings, consists
of 148,160 square feet of commercial space of which 69,400 square feet is currently occupied by
three (3) beneficiaries of the Economic Development Commission’s tax incentive program, one of
which includes Gold Coast Yachts. This business, which manufactures boats, including catamaran
yachts, has been in existence for more than 25 years. At the end of FY 2012, 47 percent of this
park’s space was occupied.

Mounted on a lush hillside just outside of the bustling town of
Charlotte Amalie - the capital of the U.S. Virgin Islands - the St. Thomas Industrial Park is located
at a site that overlooks the Crown Bay Marina Center in Subbase and the Cyril E. King Airport.

In FY 2012, this 20,000 square feet area of commercial space was occupied by two (2) EDC
companies including one of the most recent occupants, United Electronic Industries Services, LLC,
(UEIS). UEIS manufactures and tests electronic assemblies that are tailored to the automotive,
aerospace, military, medical and semiconductor industries.

The IPDC, which is solely funded by rental income, has occupancy levels in both parks that are
expected to increase since the U.S. Department of Commerce has lifted occupancy restrictions that
limited the option of leasing of park space only to companies under the EDC program. This space
can now be leased on the open market to maximize its level of occupancy. As a result, the VIEDA
expects to receive several inquiries from prospective clients.

In addition to the two aforementioned properties, the IPDC also owns the building that houses the
VIEDA’s headquarters on St. Croix, which is located at No. 116 King Street in Frederiksted. That
structure, known as the Old Flemming Building, was purchased in 2002.
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VACANCY/OCCUPANCY (%) FOR FISCAL YEARS: 2009, 2010, 2011, 2012

VACANCY/OCCUPANCY (%) FOR FISCAL YEARS: 2009, 2010, 2011, 2012

The Virgin Islands Industrial Park, St. Thomas



VIEDA LENDING DIVISION GOVERNMENT DEVELOPMENT BANK (GDB)

The Government Development Bank (GDB) of the U.S. Virgin Islands was created by legislation
in 1978 “to aid the insular government in the performance of its duties to develop the
economies of the United States Virgin Islands,” but it was not until 1997 that the GDB was
actually funded, staffed and began its operations. Since that year, the GDB has provided access

to capital for small and medium-sized businesses in the Territory.

COMPONENTS OF GDB

The GDB’s primary funding components include its Intermediary Relending Program (IRP Loan),
a component of the U.S. Department of Agriculture; the Micro-Credit Loan Program (MICRO
Loan); the Farmers and Fishermen Loan Program; the Transportation Loan Program; the
Economic Development Loan Program and the new State Small Business Credit Initiative (SSBCI)
Program.

The current IRP loan portfolio consists of 11 loans valued at approximately $538,671, the Micro-
Credit loan portfolio consists of 150 loans valued at approximately $2,676,390, the Farmers and
Fishermen loan portfolio consists of 67 loans valued at approximately $247,728, and the
Economic Development Loan Program consists of 22 loans valued at approximately $3,357,983.

STATE SMALL BUSINESS CREDIT INITIATIVE (SSBCI)
e InFY 2011, the U.S. Department of the Treasury approved a grant request of $13.1 million

for the U.S. Virgin Islands as a participating state under the SSBCI program. The SSBCI was
signed into law by President Barack Obama under the Small Business Jobs Act of 2010. The
SSBCI will provide one dollar to every $10 loaned to small businesses through local lending
institutions, resulting in $131 million in loans throughout the Territory. The U.S. Virgin Islands
Economic Development Authority was designated by Governor John P. de Jongh, Jr., as the
agency to administer the SSBCI Program in the Territory.

e The approved state programs are the Collateral Support Program; the Credit Guarantee
Program; and the Payment, Surety, and Performance Bond Program.
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e To promote the SSBCI program, the Lending Division engaged in several outreach activities
in the Territory. The Lending Division introduced the SSBCI program to existing and potential
small business owners through local speaking engagements and presentations in partnership
with the Chamber of Commerce, Disadvantaged Business Enterprise (DBE) and other local
organizations; site visits; radio and television interviews; and local news articles.

* During the first 11 months since the inception of the SSBCI Program, the VIEDA provided
$289,662 enhancements to local banks on behalf of local business owners. The Lending
Division will continue to encourage additional local banks to participate in the SSBCI program
while encouraging local eligible small businesses to apply.

LOAN FINANCING

The overall picture for the GDB was reflective of the negative impact the distressed economic decline has
had on our Territory, with a 55 percent decrease in the dollar value of the loans approved. Also, the
sudden and unexpected closure of the oil refinery on St. Croix, HOVENSA, LLC, added to the negative
impact as some business owners were forced to close their operations due to a decline in revenue and
major increases in operating costs which had a detrimental effect on their bottom lines.

During FY 2012, the Lending Division processed 26 loan packages for financing under the GDB/SBDA
loan programs, a 19 percent decrease compared to FY 2011. Of this amount, 23 applications were
approved and three (3) were declined. By the end of the fiscal year, the total loans processed amounted
to $1,516,824, a decrease of $1,894,134, or 56 percent, over the previous fiscal year. Along with the
factors mentioned above, this can also be attributed to a decrease in the dollar amounts of the loans
reviewed.

The St. Croix district funded $656,400 to support six (6) loans, and the St. Thomas-St. John district funded
the remaining $588,424 for 17 loans. The three (3) declined loans from the St. Croix district amounted
to $272,000.

LOANS APPROVED PER FISCAL YEAR

APPLICATIONS 2008 2009 2010
DOLLAR AMOUNT $1,152.3 $1,047.5 $1,329.5 $2,758.9 $1,244.8
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OTHER PROGRAMS

Tour Bus Leasing Program. This program was established in FY 2009 to enhance St. Croix’s
potential as a competitive cruise-ship destination. This program was utilized by two tour bus
operators. At the close of the fiscal year, a total of 26 buses were being leased by the two operators.
During FY 2012, the leases matured and the option to purchase the buses was extended to the
operators. However, by the end of FY 2012 no offers to purchase were made and new tour bus
operators were being sought to move forward with the Tour Bus Leasing program.

Bonding Surety Program. In its third year of assisting small and medium-sized contractors in
obtaining bid, performance and payment bonds, this program reported a total of three (3) bonds
valued at $999,763 which supported contracts amounting to 100 percent of the contract amounts.

Virgin Islands Energy Loan Rebate Program. Commencing in the second quarter of FY 2010, for
a two-year period, the Virgin Islands Energy Loan Rebate Program reflected a total of 863 loans
for a total value of $2,183,991 at the end of FY 2012 compared to 410 loans amounting to
$1,024,782 during the previous year. This program was created to provide financing for the
purchase and installation of solar water heaters to home owners and small business owners. In
March 2012, the final loans under the Sun Power Loan Program were approved.

FISCAL YEAR 2012 ACCOMPLISHMENTS

In FY 2012, with a 55 percent decrease in the dollar value of the loans approved, the overall picture for
the GDB - one of two entities of the VIEDA’s Lending Division - reflected the impact the economic decline
has had on our Territory. However, despite this decrease, the sudden closure of the oil refinery on
St. Croix, Hovensa, LLC; a decrease in revenue; and major increases in operating costs that led to local
business closures; the Lending Division continued to focus on helping small businesses in the Territory
through “Approved State Programs” under the State Small Business Credit Initiative (SSBCI).

AWARD
In FY 2012, the GDB received the Financial Advocate of the Year Award from the U.S. Virgin Islands
Small Business Development Center (SBDC) during Small Business Week in the Territory in May 2012.

OTHER ACCOMPLISHMENTS IN FY 2012:

e Successfully applied for and was awarded SSBCI funds to assist small businesses in the Territory

e Increased collections by 14 percent

e Developed and implemented the use of coupon books for borrowers to manage timely loan
payments

e Recommenced the distribution of monthly billing statements to borrowers

e Recommenced the distribution of monthly delinquency notices to delinquent borrowers

e Approved Lending Division’s Procedural Manual

Farming Industry - U.S. Virgin Islands
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VIEDA LENDING DIVISION SMALL BUSINESS DEVELOPMENT AGENCY (SBDA)

The Small Business Development Agency (SBDA) was originally created by legislation in 1969.
Since its inception, the SBDA has been one of the catalysts in developing the economy of the
U.S. Virgin Islands through its lending programs. This agency currently has the following six
(6) loan programs in its lending portfolio: the Small Business Development Agency Direct Loan
Program, the Farmers and Fishermen Loan Program, the Frederiksted Loan Program, the
Economic Development Administration Loan Programs 3801 and 3804, which are components

of the U.S. Economic Development Administration (EDA); the Transportation Loan Program,
which was introduced in FY 2010; and the State Trade and Export Promotion Program (STEP).

STATE TRADE AND EXPORT PROMOTION PROGRAM (STEP)

The State Trade and Export Promotion program, or STEP, which was added to the SBDA’s loan portfolio,
is made possible through a $489,646 grant awarded by the U.S. Small Business Administration which
simply seeks to help increase exports from the U.S. by 40 percent within the next five (5) years. This three-
year pilot program authorized by the Small Business Jobs Act of 2010 is designed to help small businesses
grow by increasing their export activities and raising the value of the products exported from the United
States.

The U.S. Virgin Islands STEP program had its share of challenges in the first year since funds were not
released. However, we identified companies as per the grant that had the potential to increase exports,
provided export-related training and established stronger partnerships with groups such as the Export-
Import Bank, or Ex-Im Bank, and the Department of Commerce. Our website was also translated into 32
languages to increase our accessibility to international trading partners. A total of 20 companies were
involved in the program’s first year. The funds that were not received initially were part of a “carry-over”
request that was submitted so that we can use the funds in fiscal year 2013.
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SBDA LOAN PORTFOLIO

Presently, the entire SBDA loan portfolio is comprised of 199 loans valued at approximately $5,787,266.
The SBDA Direct Loan portfolio consists of 177 loans valued at approximately $5,234,456. The
Frederiksted Loan portfolio consists of eight (8) loans valued at approximately $117,290; the EDA 3801
loan portfolio consists of six (6) loans valued at approximately $299,479; and the EDA 3804 loan portfolio
consists of eight (8) loans valued at approximately $135,982.

LOANS APPROVED FOR GDB vs SBDA

LOANS APPROVED FOR: 2008 2009 2010
GDB  (PURPLE) $1,128.5 $2,352.9 $1,142.0
SBDA (BLUE) $201.0 $406.0 $102.8

The above graph depicts loans approved under the GDB and SBDA Loan Programs for both St. Croix and
St. Thomas/St. John districts.

The Loredon L. Boynes, Sr., Dock in Cruz Bay, St. John




COLLECTIONS
Total collections increased by approximately 14 percent, from $897,648 during FY 2011 to $1,022,605
in FY 2012. This increase was attributed in part to:

e the assistance of two independent collection agencies, one per district, that have been assigned
accounts that were delinquent for more than 151 days;

e the Lending Division’s implementation of issuing monthly billing statements and delinquency letters
to borrowers contributed to the increased collections; and

e the VIEDA’s pursuit of legal action through its legal counsel via litigation against delinquent
borrowers by the filing of “Actions for Debt” and/or “Actions for Debt and Foreclosure.”

TOTAL COLLECTIONS

2008 2009
TOTAL COLLECTIONS $859.1 $928.2 $793.7 $897.7 $1,022.6

The above chart depicts the total collections received for all the GDB and SBDA loan programs from FY
2008 to FY 2012.

FISCAL YEAR 2013 OBJECTIVES

e Propose legislation to merge the GDB and SBDA into one banking unit under the Lending Division

e Reduce and maintain the total loan delinquency rate to less than 25 percent by implementing
various collection methods and initiatives

e Increase available sources of lending funds through the U.S. Department of Commerce, U.S.
Department of Agriculture, and U.S. Small Business Administration

e Network with businesses and other government agencies to promote loan programs through a series
of workshops, print, and electronic media

e Partner with local banks to aggressively market the SSBCI Loan Program through their branches
and the media

e Implement an online loan application

e Update the website in a timely manner with current loan product information

e Provide professional development training for staff through workshops and seminars

Fishing Industry - US. Virgin Islands
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Rehabilitated residential property, St. Croix (BEFORE+AFTER)

ENTERPRISE ZONE COMMISSION

Performance-Based, Results-Driven. The Enterprise Zone Legislation was enacted on
September 14, 1999 through Act No. 6294. It mandates that the designated blighted and
severely distressed areas in the U.S. Virgin Islands that were once socially and economically
vibrant communities would be revitalized. The legislation provides for tax incentives and

economic development program benefits clear and free of regulatory barriers to economic
growth. Importantly, the law calls for collaboration amongst government, private and non-
profit organizations to accomplish the envisioned outcome.

Five years ago, we reported that the Enterprise Zone legislation was perhaps the least known economic
development tool in the Territory. At that time there were three zones, three Enterprise Zone beneficiaries,
one employee, and no grants to fund special programs. Today, there are four zones, 28 Enterprise Zone
beneficiaries, and four employees. The Enterprise Zone Commission has also been awarded $400,000 in
grants over the five-year period.

In 2007, the Enterprise Zone Commission adopted a Strategic Plan that created a foundation that provided
guidance regarding key issues with a focus on the attempt to revitalize our distressed neighborhoods and
communities. The focal areas included community aesthetics, public safety and crime prevention,
infrastructure, housing and neighborhood development, education, entrepreneurship and job training,
business development and plan implementation. Although there were several successes in fiscal year 2012
such as the commencement of the second phase of the Scrape, Paint and Rejuvenate program to fulfill the
community aesthetics goal, the most successful of the projects undertaken were in the following areas:
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PUBLIC SAFETY & CRIME PREVENTION

The Abandoned Building Board-Up Program was completed with a total of 11 buildings boarded up in
the St. Thomas-St. John district. The Savanne Abandoned Building Board-Up Program entailed the
boarding up of abandoned buildings in the community. This was necessary to avoid squatting, the use of
oft-time wooden buildings for storage, the sale of illicit drugs, and other opportunities for criminal
activities.

The Enterprise Zone Commission worked with a task force of government agencies to include the Virgin
Islands Police Department, Virgin Islands Fire Department, Virgin Islands Health Department, and the
Historical Preservation Committee to identify and assess the buildings that were in the most need of being
boarded up. In total, the Enterprise Zone Commission completed 11 buildings throughout the district after
identifying them as havens that can accelerate criminal activities in the neighborhoods where they existed.

INFRASTRUCTURE, HOUSING AND NEIGHBORHOOD DEVELOPMENT

In fiscal year 2012, Governor John P. deJongh, Jr., through Executive Order No. 456-2012, expanded the
designated enterprise zones. This expansion now provides opportunities for more businesses and residents
to take advantage of the credits offered to fix their buildings. The designated enterprise zones now include
Christiansted, a larger area of Frederiksted, Savanne & Downstreet and Garden Street & Upstreet.

EXPANDED ZONES
Upstreet & Garden Street
Backstreet, Savanne & Downstreet
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BUSINESS DEVELOPMENT

In fiscal year 2012, the Enterprise Zone Commission instituted the Beneficiary Care Program. This

program formalized the staff’s practice of regularly checking on existing beneficiaries and providing that
extra assistance especially for businesses that may have been having difficulty during the recession. Our
goal was simply to be of service. We had a total of eight (8) applications of which six (6) applications were
approved. Businesses such as the Dvergsten Company (an office space), Victoria House, Inc. (a
commercial rental property), and Theo’s Gourmet Caribbean Foods (a restaurant and manufacturer of
seasonings and sauces) were amongst this year’s business concerns.

BUSINESS DEVELOPMENT

COMPANY NAME LOCATION CONTACT
A&N Holdings II, LLC #13 Strand Street, Frederiksted Anthony Ayer, Owner
Kalima Center, Inc. #54 King Street, Christiansted Dr. Cheryl Wade, Director
Larry R. Witkop No.21 Regjerrings Gade, Savanne Larry & Linda Witkop, Owners
Orneth La Corbiniere 16 & 17 King Street, Christiansted Orneth La Corbiniere, Owner
Bhawandeen Persad, Inc. 22 Gamle Gade, Savanne B. Persad, President
Morymac, LLC 9B Prince Street, Christiansted Felice Quigley, Esqg., Manager
Chelsnia Rental, LLP 20-20A Market Street, Christiansted Elvis D. Victor, Owner
Tropical Cleaners & Lauderers 16-17 King Cross Street, Christiansted Kris Bhola, Owner
Gary Thomas d/b/a Flower Dan 33C King Street, Christiansted Gary Thomas, Owner
BLBJ Property Management, LLC #10A East Street, Christiansted Bernice Kight, Owner
Law Offices of Michael Sanford 14ABA Church Street, Christiansted Michael Sanford, Esq., President
Andrew Simpson, P.C. 14-AB Church Street, Christiansted Andrew Simpson, Owner
Laundry Time, LLC 1AB & 1BB Estate Mount Welcome, Plot#2 Hubert Frederick, Owner
Bryan’s Marine Service, LLC 5AB Hospital Street, Christiansted Carlyle Bryan, Owner
Joseph Baker 42AB Company Street, Christiansted Joseph Baker, Owner
USVI Management Corp. 44A Queen Cross Street, Christiansted Sid Kalmans, Owner
Olivia H. Henry 23B Hospital Street, Frederiksted Olivia Henry, Owner
Samuel T. & Rosemary Grey 19A East Street, Christiansted Samuel T. & Rosemary Grey, Owner
Chelsnia Rental, LLP 21B Queen Street, Christiansted Elvis D. Victor, Owner
Diane M. Russell 49 Hospital Street, Frederiksted Diane Russell, Owner
Juanita Fergus 19B-20 Strand Street, Christiansted Juanita Fergus, Owner
Blackbird Properties, LLC 14A-14C Strand Street, Frederiksted Patricia Kay Boulware Miller, Owner
Victoria House, Inc. #7, 8A & 8B Strand Street, Frederiksted Norma Glenn, President
George W. Cannon #71 Queen Street, Frederiksted George W. Cannon, Jr.,, Owner
Dvergsten Company, LTD.** Dronningens Gade #63, Savanne Christina Louton, Secretary-Treasurer
Theo's Gourmet Caribbean Foods** 67 King Street, Frederiksted Leslie & Simonica Gumbs, Owner
Candeya & Kelvin Browne** Jigget Gut Gade #2B, Savanne Candeya & Kelvin Browne, Owner
Edwina J. Marsh Nye Gade #3, Garden Street Edwina J. Marsh, Owner

PLAN IMPLEMENTATION

Title 29 of the Virgin Islands Code provides for benefits to incentivize revitalization of the town based on
the town plans. The Virgin Islands Economic Development Authority adopted the Enterprise Zone

Commission’s five-year strategic plan which specifies that the staff would endeavor to work with EZ
stakeholders to develop town plans for each neighborhood/community.

In fiscal year 2012, the Enterprise Zone Commission focused on completing the Frederiksted Collaborative
Town Plan. It is anticipated that the plan will be adopted by the first quarter of 2013.
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Rum Industry - St. Croix, US. Virgin Islands

MARKETING INITIATIVES

The Marketing and Public Relations Unit promotes the five (5) entities of the V.I. Economic
Development Authority (VIEDA) and the activities and events that contribute to the
enhancement of economic development in the U.S. Virgin Islands. This unit is also responsible

for assisting the VIEDA in educating local residents and investors about the economic
development programs available through the Authority to spur economic growth.

In fiscal year 2012, the VIEDA continued to be guided by the Marketing and Strategic Plan focusing on
both local and external markets for its various marketing initiatives. The VIEDA also worked in
collaboration with its global lead generation firm to target and attract potential international businesses

into the Territory for their participation in the EDC program.

FY 2012 OBJECTIVES

Re-evaluate the VIEDA’s marketing plan and adjust implementation strategies

e Identify and conduct comprehensive marketing outreach strategies to emerging industry sectors to
increase the pool of EDC applicants

e Continue to diversify EDC advertisement outlets and rebranding mechanisms to attract new
industries

e Increase awareness of the various services and benefits offered by the VIEDA’s Economic
Development Program in order to reach a larger clientele

FY 2012 ACCOMPLISHMENTS

e Developed a local television show, “VIEDA: Focus on the VI Marketplace”, to promote the
VIEDA’s programs and services. This show also informs viewers about the Authority’s current
initiatives to help create jobs locally and boost the Virgin Islands’ economy. This show also
highlighted some of the VIEDA’s clients who shared their stories of entrepreneurship.

e Facilitated website updates, monitored web contents and the posting of news releases

e Conducted “Boots on the Ground” local, educational, and promotional activities to educate
our local community on the VIEDA’s programs. It involved speaking engagements and
appearances on various radio talk shows

e Presented USVI sales presentation at various summits and conferences
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® Developed and conducted a targeted marketing approach for potential EDC applicants

e Contacted over 2,000 companies to sell the benefits of the USVI and the EDC Beneficiary
program

e Managed a portfolio of 60 active investment projects of businesses that are considering the USVI
for establishment.

FY 2012 HIGHLIGHTS
EXTERNAL MARKETING EFFORTS

Through selected conferences and missions abroad in fiscal year 2012, the VIEDA continued to seek pre-
qualified potential beneficiaries within targeted industries for the EDC program.

Cruise Ship convention and exhibition in Miami, FL

In March 2012, the VIEDA Team participated in the 2012 Cruise Shipping Miami convention and
exhibition, also known as Seatrade, and met with key officials in the cruise ship industry. This global
exhibition and conference attracted almost 11,000 attendees at the convention. Investment leads continue
to be cultivated.

Caribbean Hotel and Resort Investment Summit (CHRIS) in Miami, FL

In May 2012, VIEDA officials participated in the “Caribbean Hotel and Resort Investment Summit”
(CHRIS) as workshop leaders of the subject session entitled “How The Public and Private Sector Can Best
Work Together To Grow The Hotel and Tourism Industry ? Best Practices and Today’s Realities”. With
the V.I. Legislature’s enactment of the Hotel Development Finance Act in FY 2012, the VIEDA targeted
businesses in the hotel industry at CHRIS. CHRIS represents the Caribbean’s most important hotel and
tourism investment conference. Investment leads continue to be cultivated.

EDC Beneficiary Ocwen Mortgage Servicing, Co. and Altisource Asset Management Co. headquarters, St. Croix



2012 Latin America Trade Mission in Panama

VIEDA officials participated in this delegation with economic development officials from Southern states.
The purpose of this mission was to strengthen ties with Latin America. According to the Southern
Governor’s Association, the American South is deemed as the fastest growing region in the U.S., and it
exports a wide range of products to countries in Latin America. Investment leads continue to be cultivated.

Southern Governors Association Annual Meeting in Puerto Rico

In August 2012, the VIEDA’s marketing consultant participated in the USVI delegation for the Southern
Governors Association Annual meeting in Puerto Rico. The purpose of the mission was to maintain
relations with our key partner states in the Southern region as well as develop connections with company
contacts to attract new businesses to the Territory.

London Investment Mission Summary

In May 2012, some members of the VIEDA’s management and Board travelled to London to meet with
corporate decision makers from British companies that have plans for business expansion in the Caribbean.
These companies represent industries that are within the VIEDA’s target sectors.

The key objective of the investment mission was to meet with officials and companies with an interest and
ability to expand into the U.S. Virgin Islands, and to present the benefits of establishing an operation in
the Territory. In addition, the VIEDA sought to develop productive long-term business relationships that
will ensure that more companies invest in the Territory and create positive economic activity. This would
include jobs, benefits, tax revenue, new business for local companies, products and services, and
contributions to community initiatives.

The London investment mission was comprised of two key activities, both of which focused on meeting
companies and promoting the benefits of doing business in the U.S. Virgin Islands. One-to-one company
meetings were held in the London area, and the marketing event was hosted by a large London-based
law firm which provided a forum for VIEDA officials to promote the benefits of doing business in the
U.S. Virgin Islands.

The London investment mission was successful in generating the following results in relation to the
established objectives:

e Seven (7) business-to-business meetings with companies interested in investing in the USVI

e Twenty-five (25) companies attended the investment presentation to learn more about the
advantages of doing business in the USVI

Four (4) active investment projects secured for the VIEDA to engage

Three (3) medium-term projects to cultivate

One company official visited the Territory to assess the offering

More than 1,300 companies contacted to introduce the USVI for investment

The mission represents just the beginning of a proactive marketing approach by the VIEDA that will
continue through fiscal year 2013. With additional investment missions in the U.S. and Europe, and of
course continued follow-up in London, the VIEDA aims to capture investment opportunities as they
develop from the large marketing pipeline that has been created as a result of this initiative.
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Other Activities:

e With the closure of St. Croix’s oil refineryy, HOVENSA, in FY 2012, the VIEDA team
focused on exploring transshipment opportunities at this site by engaging in discussions
with leaders in container terminal operations.

e The VIEDA team met with the Board of Directors of Silicon Valley-based TechAmerica, a
technology industry leader, summarizing the advantages of doing business in the Territory.

e The VIEDA team also met with more than 55 hedge fund managers on St. Croix at a
seminar sponsored by a local hedge fund company on St. Croix

INTERNAL MARKETING EFFORTS

In FY 2012, aggressive efforts to promote the VIEDA’s programs to the Territory’s potential and existing
entrepreneurs in the U.S. Virgin Islands are reflected in outreach activities and events. These activities were
hosted by the VIEDA or held in partnership with other local agencies and organizations.

Local Outreach Activities:

e The VIEDA hosted a “Made In the USVI Showcase” on St. Thomas to promote local
products and services of local small businesses during the Christmas holiday season. These small
businesses were potential participants of the State Trade and Export Promotion Program, or STEP.

e In FY 2012, the VIEDA hosted an Open House during the annual U.S. Virgin Islands Carnival
Food Fair on St. Thomas.

e The VIEDA also participated in St. Croix’s Annual Agrifest

e During FY 2012, the VIEDA co-hosted two “Business After Hours” events with the St.
Thomas-St. John and St. Croix Chamber of Commerce.

These events, which attracted several existing and potential business owners locally, fostered several
networking opportunities between the VIEDA and the community.

The VIEDA also continued to promote its programs and activities through its website, press releases, print
and radio advertisements, brochures and radio interviews.

USVI-EDC Ambassadors Program

The VIEDA launched a new initiative called the “USVI-EDC Ambassadors Program,” which is geared
towards attracting more investment to the Territory. The program will leverage relationships with current
key beneficiaries of the tax-incentive program administered by the V.I. Economic Development
Commission (VIEDC). The program will also leverage stakeholders within and outside of the Territory
in selling the U.S. Virgin Islands as the best location in the Caribbean for business opportunities. This
concept of the Ambassador program includes the development of a series of relevant marketing
propositions and case studies, marketing events, and business-to-business meetings delivered jointly by

the USVI-EDC Ambassadors and the VIEDC staff.

Additionally, the VIEDC Team will launch a new marketing concept known as the “Concierge Program.”
This program will be an addition to our targeted marketing support efforts. The concierge initiative is
expected to be implemented in FY 2013.

71,70' Chamonix by EDC Beneficiary Gold Coast Vachts
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FY 2012 STAFF OF THE VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY

ADMINISTRATION

‘ VIEDA ENTITIES

Executive

STT EDA Chief Executive Officer Percival E. Clouden STT EDC  Director of Applications Margarita A. Benjamin*

STX EDA Assistant CEO/Chief Operating Officer Jennifer Nugent-Hill STX EDC Director of Applications Paul Flemming, Ph.0.**

STT EDA Administrative Assistant JaNelle Forbes STX EDC  Application Analyst Esther Joseph

STT EDA Administrative Assistant Tamra Graham STX EDC  Document Specialist LaShanna McBean deChabert

STX EDA Administrative Officer LaRiesha Browne

STT EDA Chief of Staff Averricia D. Williams Compliance

STT EDA Marketing and Public Relations Specialist Semele A.C. George STX EDC  Director of Compliance Margarita A. Benjamin**
STT EDC  Compliance Officer Joy Penn

Accounting STT EDC  Compliance Officer Sandra Bess

STT EDA Director of Admin. & Finance Ernest Halliday STT EDC  Compliance Officer Kyle Thomas

STT EDA Accountant Maritza E. Hernandez STX EDC  Compliance Officer Telsalda Josiah

STT EDA Budget and Financial Analyst Kelly Thompson-Webbe STX EDC  Compliance Officer Ayanna Romney

STT EDA Accountant |l
STT EDA Accountant |

Lovelle Industrious
Jana Cammie

Applications

Enterprise Zone Commission

STT EDA Custodial Worker Francillia Williams STT EZ  Director, Enterprise Zone Nadine Marchena Kean
STT EZ  Enterprise Zone Facilitator Kizzy Moscoso
Human Resources STT EZ  Enterprise Zone Specialist Raheem Smith
STX EDA Project Coordinator / HR Director Paul J. Arnold, Sr. STX EZ  Enterprise Zone Specialist Cusa Holloway
STT EDA Human Resources Specialist Shirley J. Peters
Lending
Legal STX EDA  Director of Lending (GDB / SBDA) Dianne Duinkerk
STX EDA Director of Legislative & Legal Affairs Frederick Handleman STT GDB  Loan/Collection Officer Denise Donadelle
STX EDA Legal Counsel Stacey Plaskett, Esq.* STT SBDA Loan Assistant Charlene Gerard
STX EDA Paralegal / Legal Assistant Tanya Hill, CP STT GDB  Administrative Assistant/Collector ~ Mary Ottley
STX EDA Investigator Beth Hoffman STT SBDA Administrative Officer Karen Swan
STT SBDA Energy Project Assistant Shatima Charleswell
Board STX SBDA Loan / Collection Officer Monique Samuel
STT EDA Executive Assistant to Board Dorene Louis STX SBDA Office Assistant Kimene Jacobs

*served until April 2012

Industrial Park Development Corporation

**served until January 2012

*served in this capacity since February 2012

STX IP Park Superintendent George St. Rose

STX IP Senior Maintenance Worker Edward Berry

STX IP Maintenance Worker Athanasius Obieus
STX IP Maintenance Worker Ethelbert Lesmond
STT IP Messenger/Service Worker Cuthbert Charlemagne

**served in this capacity until October 22, 2012

STT - St. Thomas STJ - St. John STX - St. Croix EDA - Economic Development Authority GDB - Government Development Bank SBDA - Small Business Development Agency IP - Industrial Park
44



CREDITS:

Jean J. Picou - 620 Design (www.620design.com)

Lee Lashley (www.VisualArtCreations.com)

VIEDA Marketing and PR Specialist, p. 25

Courtesy of the Enterprise Zone Commission, p. 34

Courtesy of the Virgin Islands Port Authority (VIPA) - Marine Port photos: pp. 15, 23 and 31

Virgin Islands Department of Property and Procurement — Government Printing Office

45






47



VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
FINANCIAL STATEMENTS
AND
SUPPLEMENTAL INFORMATION
SEPTEMBER 30, 2012 AND 2011
Together With Independent Auditors’ Report

BER
Co.

Certified Public Accountants and Management Consultants

Financials - 48



VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
FINANCIAL STATEMENTS
SEPTEMBER 30, 2012 And 2011

TABLE OF CONTENTS

Independent Auditors’ Report

Management’s Discussion and Analysis

Basic Financial Statements:

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

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

Statements of Net Assets as of September 30, 2012 and 2011

Statements of Revenue, Expenses and Changes in Net Assets for September 30, 2012 and 2011

Statements of Cash Flows for September 30, 2012 and 2011

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

Notes to Financial Statements

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

Supplementary Information:

Combining Statement of Net Assets FY 2012

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

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

Combining Statement of Revenue, Expenses and Changes in Net Assets FY 2012

Combining Statement of Net Assets FY 2011

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

Combining Statement of Revenue, Expenses and Changes in Net Assets FY 2011 .....c..cocevvvcoreenece..
Independent Auditor’s Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

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

Schedule of Findings and Recommendations

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

Status of Prior Year’s Audit Findings

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

Financials - 49



CERTIFIED PUBLIC ACCOUNTANTS AND MANAGEMENT CONSULTANT

ER SMITH
Co.

INDEPENDENT AUDITORS’ REPORT

Board of Directors
Virgin Islands Economic Development Authority
St. Thomas, U.S. Virgin Islands

We have audited the accompanying Statements of Net Assets of the Virgin Islands Economic
Development Authority (the Authority) as of and for the years ended September 30, 2012 and 2011, and
the related statements of revenues, expenses and changes in net assets and cash flows for the years then
ended. The Virgin Islands Economic Development Authority is a discreetly presented component unit of
the Government of the U.S. Virgin Islands. These financial statements are the responsibility of the
Authority’s management. Our responsibility is to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Authority’s internal control over financial reporting. Accordingly
we express no such opinion. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above presents fairly, in all material respects, the
financial position of the Authority as of September 30, 2012 and 2011, and the respective changes in net
assets and cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated April 15, 2013,
on our consideration of the Authority’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, grants agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of the
audits.
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Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 13 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to management’s discussion and analysis and the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audits of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming an opinion on the Authority’s basic financial
statements. The other supplementary information listed in the accompanying table of contents is presented
for purposes of additional analysis and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The other
supplementary information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the other
supplementary information is fairly stated in all material respects in relation to the basic financial
statements as a whole.

Rt Sl ¢ G

Washington D.C.
April 15, 2013
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VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTAL INFORMATION
YEARS ENDED SEPTEMBER 30, 2012 AND 2011
(UNAUDITED)

II.

INTRODUCTION

The Virgin Islands Economic Development Authority (the Authority) was created on December 21, 2000
to assume, integrate and unify the functions of the Government Development Bank, the Economic
Development Commission, the Industrial Park Development Corporation, the Small Business
Development Agency, and more recently, the Enterprise Zone Commission, the Tax Increment
Financing and Economic Development Management (hereinafter referred to as GDB, EDC, IPDC,
SBDA, EZC, TIF, and EDM respectively) under one executive board in order to achieve maximum
efficiency, streamline operations, and develop comprehensive programs to promote and enhance the
economic development of the Territory.

The Authority accomplishes its mission by: (1) attracting or luring investors from the mainland to
establish or relocate their businesses to the Virgin Islands, and (2) providing financial assistance through
its lending arms (GDB and SBDA) to emerging and established businesses in the Territory.

The Authority is funded primarily by allotments from the Office of Management and Budget via the
Department of Finance based on an approved budget authorized by the Legislature of the Virgin Islands.

As management of the Authority, we offer the readers of the Authority’s financial statements this
narrative overview and analysis of the financial activities of the Authority for the years ended September
30, 2012 and 2011. We encourage readers to consider the information presented here in conjunction with
the Authority’s financial statements. This overview and analysis is required by accounting principles
generally accepted in the United States of America (“GAAP”), and the Governmental Accounting
Standards Board (“GASB”) Statement No. 34, Basic Financial Statements—and Management’s
Discussion and Analysis—for State and Local Government.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial report and statements consist of four parts: Management’s discussion and analysis, the
financial statements, notes to the financial statements and supplementary schedules. The Authority is a
component unit of the Government of the U.S. Virgin Islands, and follows enterprise fund reporting. The
financial statements, therefore, are presented in a manner similar to that of a private business, using the
economic resources measurement focus and the accrual basis of accounting.

The Statement of Net Assets: This statement includes all of the Authority’s assets and liabilities and
provides information about the nature and amounts of investments in resources (assets) and the
obligations to creditors (liabilities). The assets and liabilities are presented in order of liquidity. The
resulting net assets presented in these statements are displayed as restricted or unrestricted.

Statement of Revenue, Expenses and Changes in Net Assets: All of the current year’s revenue and
expenses are accounted for in The Statement of Revenue, Expenses and Changes in Net Assets. This
statement measures the activities of the Authority’s operations over the past year and can be used to
determine whether the Authority has successfully recovered all of its cost through appropriation and
the services it provided.
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VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTAL INFORMATION
YEARS ENDED SEPTEMBER 30, 2012 AND 2011
(UNAUDITED)

Statement of Cash Flows: The primary purpose of this statement is to provide information about the
Authority’s net cash used in operating activities, capital and related financing activities, and provide
information regarding the sources and uses of cash and the changes in the cash balance during the
reporting period. The notes to the financial statements provide additional information essential to the
full understanding of the Authority’s financial statements.

Notes to the Financial Statements: The notes to the financial statements provide additional
information that is essential to the full understanding of the data provided in the financial statements.

Supplementary Schedules: The Authority’s fund financial statements are presented as
supplementary schedules. These schedules separate the financial statements and operations for each
of the major funds.

III. FINANCIAL HIGHLIGHTS

2

012

The Authority’s net assets were $16,776,124 in Fiscal Year 2012, which represents a decrease of
$380,740 or 2% compared to Fiscal Year 2011.

Total assets exceeded total liabilities by $16,776,124 in Fiscal Year 2012 compared to $17,156,864
in Fiscal Year 2011.

Operating revenues for the Authority were $6,168,962 in Fiscal Year 2012, which reflects a decrease
of $2,336,408 or 27% compared to Fiscal Year 2011.

Operating expenses were $6,582,952 in Fiscal Year 2012, which reflects a decrease of $559,604
compared to Fiscal Year 2011.

Appropriations totaling $4,686,135 received from the Government of the Virgin Islands in Fiscal
Year 2012 were $75,712 or 2% higher than in Fiscal Year 2011. In addition, the Authority received
$78,990 from the Virgin Islands Public Finance Authority pursuant to Act No. 7081 issued by the
Legislature of the Virgin Islands.
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VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
MANAGEMENT"’S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTAL INFORMATION
YEARS ENDED SEPTEMBER 30, 2012 AND 2011
(UNAUDITED)

IV. CONDENSED FINANCIAL INFORMATION

Condensed Statements of Net Assets as of September 30, 2012 and 2011

2012 2011 Variances

Current Assets $ 5,527,254 $ 5,112,042 415,212
Noncurrent Assets 15,355,225 11,522,990 3,832,235
Capital Assets, net 2,422,132 2,915,699 (493,567)

Total Assets 23,304,611 19,550,731 3,753,880
Current Liabilities 4,887,887 727,272 4,160,615
Noncurrent Liabilities 1,640,600 1,666,595 (25,995)

Total Liabilities 6,528,487 2,393,867 4,134,620
Net Assets
Invested in Capital Assets, net of related debt 2,422,132 2,882,725 (460,593)
Restricted 14,524,049 10,522,990 4,001,059
Unrestricted (170,057) 3,751,149 (3,921,206)

Total Net Assets $16,776,124 $ 17,156,864 (380,740)

Current Assets

Current assets increased by $415,212 or 8% in Fiscal Year 2012 compared to Fiscal Year 2011. This
includes an increase in cash and cash equivalents of $485,654 or 14% due to funds received for the Small
State Business Credit Initiative (SSBCI) and State Trade Export (STEP) programs. Additionally, a
substantial sum was received from two EDC beneficiaries for non-compliance. Accounts receivables
decreased by $231,869 or 16% due to the write off outstanding rent receivable and amending the lease
agreement for one of the tenants located in the Industrial Park, plus $135,190 allowance for uncollectible
for the year. There was a decrease of $8,800 or 10% in prepaid and other assets; however, there was an
improvement in the collection of fees assessed on EDC beneficiaries during the year.

Noncurrent Assets

Noncurrent assets increased by $3,832,235 or 33% in Fiscal Year 2012 compared to Fiscal Year 2011
due to an increase in restricted cash and cash equivalent of $3,696,925 or 91%. The SSBCI program
accounts for a substantial portion of the increase. There was an increase of $118,347 or 2% in loan
receivables as management continues to aggressively market, expand and increase its loan portfolio
through its many lending programs. The increase of $16,963 or 1% in restricted investments represents
SSBCI funds used to collateralized loans to qualified bank customers.

Capital Assets

The decrease in total capital assets of $493,567 or 17% as compared to last year was due to Fiscal Year
2012 depreciation taken on the Authority’s buildings, vehicles and equipment.
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MANAGEMENT"’S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTAL INFORMATION
YEARS ENDED SEPTEMBER 30, 2012 AND 2011
(UNAUDITED)

Current Liabilities
The Authority’s current liabilities increased in Fiscal Year 2012 by $4,160,615 or 572% compared to
Fiscal Year 2011 due to the net effect of the following:

» Deferred revenues of $4,310,883 consisting of $18,961 for the Savanne Historic Walk Tour
grant and $4,291,922 for the State Small Business Credit Initiative (SSBCI) programs.

* An increase in accounts payable of $41,550 or 19%, representing various obligations,
including contractual agreements that were incurred, but were not paid by the end of the
fiscal year

» A decrease in accrued expenses of $165,195 or 51% due to the Authority paid off some of the
outstanding obligations within the year.

* A decrease in long-term debt-current of $31,319 or 56% was due to the Authority paying-off
its note on the office building on St. Croix, in addition to paying down on its outstanding IRP
loan.

Noncurrent Liabilities

Noncurrent liabilities decreased in Fiscal Year 2012 by $25,995 or 2% compared to Fiscal Year 2011
due to:

* An increase in compensated absences of $16,199 or 8% due to accrued leave earned by

employees completing probation and employees who accrued vacation time, but have not
used them by the end of the fiscal year.

* A decrease in the IRP loan principal balance of $24,983 or 6% as the Authority continues to
make payments on its long term debt.

Net Assets

Net Assets represents residual interest in the Authority’s assets after all liabilities are deducted for
reporting purposes and are divided into three major components:

- Invested in Capital Assets
- Restricted Net Assets
- Unrestricted Net Assets

The Authority’s total net assets at September 30, 2012 were $16,776,124, due mainly to a reduction

in revenues in Fiscal Year 2012, total net assets decreased by $380,740 or 2% compared to September
30, 2011.
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V. CONDENSED STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET
ASSETS FOR THE YEARS ENDED SEPTEMBER 30, 2012 AND 2011

2012 2011 Variances

Operating Revenues $ 6,168,962 $ 8,505,370 $( 2,336,408)
Operating Expenses (6,582,952) (7,142,556) 559,604

Operating Income (413,990) 1,362,814 (1,776,804)
Net Nonoperating Revenues 33,250 17,552 15,698
Change in Net Assets (380,740) 1,380,366 (1,761,106)
Net Assets, Beginning of the Year 17,156,864 15,776,498 1,380,366
Net Assets, End of the Year $16,776,124 $17.156,864 $( 380.740)

Revenues

Operating revenues decreased by $2,336,408 or 27% in Fiscal Year 2012 over the prior fiscal year
due mainly to a $2,095,320 or 96% decrease in PFA revenues. However, Government appropriations
increased by $75,712 or 2%. In addition, interest received from loans increased by $39,092 or 18%
due to the aggressive steps taken by management to improve collections on outstanding loans. Rental
income decreased by $83,322 or 17%, due mainly to an amendment of lease agreement by 50% on
one of the tenants. There was also a decrease in application and processing fees of $96,881 or 16%
due to a reduction in the number of loans approved and processed during the year. Penalties assessed
on EDC beneficiaries totaling $21,450 was 79% less than in the previous year due to a reclassification
in how penalties assessed on EDC beneficiaries are reported.

Operating Expenses

Operating expenses in the aggregate decreased by $559,604 or 8% in Fiscal Year 2012 compared to
Fiscal Year 2011. This year’s reduction in operating expenses is in line with management’s plan to
reduce cost and improve operational efficiency. Due to employee resignations and the elimination of
vacancies as part of a government-wide austerity plan, personnel service costs were decreased by
$374,266 or 11%. There was a decrease of $39,061 or 31% in advertising cost as the firm that was
hired to do lead generation work was also used to market the EDC program. The cost for professional
services was reduced by $172,942 or 23% as contractual agreements were not renewed.
Administrative expenses decreased by $17,322 or 2% and confirm management commitment to
reduce overall costs. There was an increase of $21,137 or 14% in travel and per diem to support the
objective of attracting more international investors to the Territory. Bad debt increased by $16,114 or
2% which is consistent with management’s goal of reducing the level of accounts deemed
uncollectible; and additionally, there was a $15,581 or 3% increase in depreciation due to the
acquisition of assets that were capitalized during the fiscal year.
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VI

VIIL

Non-operating Revenues and Expenses
Total net non-operating revenues increased by $15,698 or 89% in Fiscal Year 2012 despite a
reduction of $46,645 or 62% in interest income due to the maturity of certain certificates of deposits
that were invested until needed. There was an increase in other income due to amounts received in
bad debt recoveries and a gain on sale of an asset. There was a reduction in interest expense and
finance charges of $2,989 or 31% as the Authority continues to pay down its outstanding debts.

CAPITAL ASSETS

The Authority’s capital assets as of September 30, 2012 and 2011 are $2,422,132 and $2,915,699 (net
of accumulated depreciation). The capital assets addition during the fiscal year included equipment
and furniture.

2012 2011
Building & Building Improvements $ 9,148,427 $ 9,148,427
Leasehold Improvements 428,431 428,431
Equipment 960,530 920,660
Furniture & Fixture 220,326 216,817
Vehicles 1,112,518 1,135,018
Leasehold Equipment 20,585 20,585
Total Costs 11,890,817 11,869,938
Less: Accumulated Depreciation (9,468,685) (8,954,239)
Net Capital Assets $ 2,422,132 $ 2,915,699
FINANCIAL HIGHLIGHTS
011

*  The Authority’s net assets were $17,156,864 in Fiscal Year 2011, which represents an increase of
$1,380,366 or 9% compared to Fiscal Year 2010.

* Total assets exceeded total liabilities by $17,156,864 in Fiscal Year 2011 compared to
$15,776,498 in Fiscal Year 2010.

* Operating revenues for the Authority were $8,505,370 in Fiscal Year 2011, which reflects an
increase of $266,189 or 3% over Fiscal Year 2010.

* Operating expenses were $7,142,556 in Fiscal Year 2011, which reflects an increase of $35,664
over Fiscal Year 2010.

*  Appropriations totaling $4,610,423 received from the Government of the Virgin Islands in Fiscal
Year 2011 was $169,905 or 4% less than in Fiscal Year 2010.In addition, the Authority received.
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»  $2,174,310 from the Virgin Islands Public Finance Authority pursuant to Act No. 7081 issued by
the Legislature of the Virgin Islands.

VIII. CONDENSED STATEMENTS OF NET ASSETS AS OF SEPTEMBER 30, 2011 AND

2010
2011 2010 Variances
Current Assets $ 5,112,042 $ 4,503,154 608,888
Noncurrent Assets 11,522,990 10,174,264 1,348,726
Capital Assets, net 2,915,699 3,302,096 (386,397)
Total Assets 19,550,731 17,979,514 1,571,217
Current Liabilities 727,272 600,443 126,829
Noncurrent Liabilities 1,666,595 1,602,573 64,022
Total Liabilities 2,393,867 2,203,016 190,851
Net Assets
Invested in Capital Assets, net of
related debt 2,882,725 3,222,832 (340,107)
Restricted 10,522,990 9,714,631 808,359
Unrestricted 3,751,149 2,839,035 912,114
Total Net Assets $ 17,156,864 $ 15,776,498 1,380,366
Current Assets

Current assets increased by $608,888 or 14% in Fiscal Year 2011 compared to Fiscal Year 2010. The
cumulative effect included the conversion of a certificate of deposit to cash thereby reducing
investments by $107,909 or 37% which contributed to an increase in unrestricted cash of $187,720 or
6%. Accounts Receivables consist mainly of compliance, penalty and late reporting fees that were
assessed on EDC beneficiaries and rent revenues generated from tenants located in the Industrial Park
Corporation (IPDC). The total accounts receivables increased by $521,829 or 54% due to
beneficiaries and tenants experiencing financial hardships in this economic hard time. There was an
increase of $7,248 or 9% in prepaid and other assets during the year which was due to an advance
payment made by the Authority to one of its vendor.

Noncurrent Assets

Noncurrent assets increased by $1,348,726 or 13% in Fiscal Year 2011 compared to Fiscal Year
2010. This was due partly to an increase of $614.745 or 18% in restricted cash for Performance
Bonding and Loan Programs. Additionally, loans receivable increased by $1,274,355 or 36% which
reflects the Authority’s aggressive approach to promoting its various loan programs during tough
economic times. Restricted investments decreased by $540,374 or 17% due to the conversion of
certificates of deposit to cash that were set aside for loans and performance bonding
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Capital Assets

Total capital assets decreased by $386,397 or 12% in Fiscal Year 2011, due to primarily the net effect
of equipment and furniture purchased during the year and depreciation expenses of the Authority’s
vehicles, equipment and buildings.

Current Liabilities
The Authority’s current liabilities increased in Fiscal Year 2011 by $126,829 or 21% compared to
Fiscal Year 2010 due to the net effect of the following:

* An increase in accounts payable and accrued expenses of $119,028 or 118%, and $96,915 or
43%, respectively, that represented various obligations, including contractual agreements that
were incurred, but were not paid by the end of the fiscal year;

* A decrease of $74,338 or 40% in the current portion of compensated absences due to
management enforcing its vacation policy;

* A decrease of $214 or 1% in interest payable as principal balances on outstanding long term
debts were reduced; and

* A decrease in current long-term debt of $14,562 or 21% due to principal payments made on
outstanding debts.

Noncurrent Liabilities

Noncurrent liabilities increased in Fiscal Year 2011 by $64,022 or 4% compared to Fiscal Year 2010,
as a result of the following;:

* An increase of $104,590 or 110% in compensated absences resulting from leave accruals for
employees who completed their probationary period during this fiscal year plus the
incremental increase in accrued leave value as a result of salary increases for unionized
employees.

* A decrease of $55,112 or 12% in long term debt due to principal payments on the outstanding
debts.

Net Assets
Net assets represent residual interest in the Authority’s assets and liabilities after all liabilities are
deducted for reporting purposes they are divided into three major components:

- Invested in Capital Assets

- Restricted Net Assets
- Unrestricted Net Assets

The Authority’s total net assets increased by $1,380,366 or 8% in Fiscal Year 2011 compared to
Fiscal Year 2010 due to revenues surpassing expenses.
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IX.

(UNAUDITED)
CONDENSED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET
ASSETS FOR THE YEARS ENDED SEPTEMBER 30, 2011 AND 2010
2011 2010 Variances

Operating Revenues $ 8,505,370 $ 8,239,181 266,189
Operating Expenses (7,142,556) (7,106,892) (35,664)

Operating Income 1,362,814 1,132,289 230,525
Nonoperating Revenues 17,552 56,787 (39,235)
Change in Net Assets 1,380,366 1,189,076 191,290
Net Assets, Beginning of the Year 15,776,498 14,587,422 1,189,076
Net Assets, End of the Year $ 17,156,864 $ 15,776,498 1,380,366

Revenues

Operating revenues increased by $266,189 or 3% in Fiscal Year 2011 over the prior fiscal year was a
result of increases in application and processing fees and interest income. These increases were due to
the large number of loans processed and approved. Similarly, drawdowns received from Public
Finance Authority (PFA) were increased as the demand for loans and performance bonding financing
was at an all-time high. Government appropriations and rental income decreased by 4% and 8%,
respectively, which was attributable to continuing adverse economic conditions.

Operating Expenses

Total operating expenses in the aggregate increased by $35,664 or .005% in Fiscal Year 2011. This
included $138,497 in grant expenditures which was off-set by an equal amount in grant revenues.
Depreciation increased by $4,512 due to acquisition of EDC enhancement modules that were
capitalized during the fiscal year. The cost for professional services increased by $456,492 or 154%
as a result of accelerated marketing initiatives intended to lure investors to the Territory. The $60,155
or 2% decrease in personnel service costs reduction was a result of two (2) employees resigning to
take positions at another government department. Other expense decreases were in advertising
expense by $43,510 or 26%; travel and per diem were curtailed by $85,134 or 36% and other
administrative expenses by $143,374 or 14%. These decreases were as a result of the Authority
instituting cost reduction measures, shifting its priorities, and making better use of limited resources.

Nonoperating Revenues and Expenses

Total net non-operating revenues decreased by $39,235 or 69% in Fiscal Year 2011. This included a
$53,274 or 41% decrease in interest income due to the Authority converting certificate of deposits
held as short-term investments to cash. There was also a decrease in interest expense and finance
charges of $4,790 or 33% as the Authority continues to pay down its outstanding debts.
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VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTAL INFORMATION
YEARS ENDED SEPTEMBER 30, 2012 AND 2011
(UNAUDITED)

X. CAPITAL ASSETS

The Authority’s capital assets as of September 30, 2011 and 2010 are $2,915,699 and $3,302,096 (net
of accumulated depreciation). The capital assets addition during the fiscal year included equipment
and furniture.

2011 2010
Building & Building Improvements $ 9,148,427 $ 9,148,427
Leasehold Improvements 428,431 428,431
Equipment 920,660 787,494
Furniture & Fixture 216,817 215,017
Vehicles 1,135,018 1,135,018
Leasehold Equipment 20,585 20,585
Total Costs 11,869,938 11,734,972
Less: Accumulated Depreciation (8,954,239) (8,432,876)
Net Capital Assets $ 2,915,699 $ 3,302,096

PROGRAMS

Enterprise Zone Program — This program offers incentives for businesses to invest in severely
economically depressed areas in St. Thomas and St. Croix. The program provides tax credits to
businesses, which provide employment to residents of the designated areas. During the audit period,
the Enterprise Zone managed the Scrape and Paint Program on both islands and the Board-Up
Program on St. Thomas. Both programs were funded by local sub-grants from Federal funds.

Tax-Incentive Program — This five (5) year program is aimed at local entrepreneurs who want to
develop and expand their current businesses in exchange for various tax exemptions.

Micro Loan Program — This program is geared to current and potential business owners who meet
certain eligibility criteria. The micro-loans range from $1,000 to $50,000, have an interest rate of 5%
and a term of five (5) years. The Micro Loan program is administered by the Government
Development Bank.

Performance Bonding Program — As a new initiative of the Lending Unit, this program started
towards the latter part of 2010. It secures the link between local contractors, the Department of
Property and Procurement, local banking institutions, and sureties licensed in the Virgin Islands. The

program allows local contractors to participate in capital development projects by providing payment
and performance bonding.

Tour Bus Program — Cruise lines requested “tour type” buses as a condition to making St. Croix a
“port of call.” As a result, financing was obtained in the amount of $1,000,000 from the PFA to
purchase twenty-six (26) tour buses. Due to this initiative, this effort was considered an investment in
the St. Croix economy.
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VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
REQUIRED SUPPLEMENTAL INFORMATION
YEARS ENDED SEPTEMBER 30, 2012 AND 2011
(UNAUDITED)

Energy Loan and Rebate Program — The Authority serves as a loan processing agent for the Virgin
Islands Energy Office in collaboration with the Virgin Islands Water and Power Authority. The
Authority processes loan applications, issues loan and rebate checks, and maintains customers’ loan
balances and files. These transactions are not reflected in the financial statements of the Authority.

Department of Agriculture Loan Program — The Authority serves as a loan processing agent for
the Virgin Islands Department of Agriculture pursuant to a memorandum of understanding between
the parties. The Authority processes loan applications, issues loan checks and maintains customers’
loan balances and files. These transactions are not reflected in the financial statements of the
Authority.

State Small Business Credit Initiative (SSBCI) Program — The Authority was awarded a Federal
grant in the amount of $13.1M to support loan enhancements and performance bonding in partnership
with local banks. Borrowers who otherwise qualify to receive a business loan can be eligible to
receive collateral support from this program.

State Trade Export (STEP) Program — The Authority was awarded $489,646 in Federal funds to
assist and encourage small local manufacturers to increase exports and promote trade.

Request for Information — This financial report is designed to provide a general overview of the
Authority’s finances for all those with an interest in the Authority’s operation. Questions concerning
any of the information provided in this report or request for additional financial information should be
addressed to the Virgin Islands Economic Development Authority, Nisky Shopping Center, Suite
620, St. Thomas, VI 00802.
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VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
STATEMENTS OF NET ASSETS

AS OF SEPTEMBER 30, 2012 AND 2011

ASSETS
Current Assets:
Cash and Cash Equivalents
Investments
Receivable, net
Prepaid and Other Assets

Total Current Assets

Noncurrent Assets:
Restricted Cash and Cash Equivalents
Restricted Investments
Restricted Loans Receivable, net

Total Noncurrent Assets

Capital Assets, net

Total Assets

LIABILITIES

Current Liabilities:

Accounts Payable

Accrued Expenses

Compensated Absences, current

Interest Payable

Deferred Revenue

Loan Payable, current

Total Current Liabilities

Noncurrent Liabilities:
Compensated Absences
Security Deposits
Deferred Revenue
Loan Payable

Total Noncurrent Liabilities

Total Liabilities

Net Assets:

Invested in Capital Assets, net of related debt

Restricted Net Assets
Unrestricted Net Assets

Total Net Assets

The accompanying notes are an integral part of these financial statements.
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2012 2011
$ 3,848,247 $ 3,362,593
352,088 181,861
1,250,549 1,482,418
76,370 85,170
5,527,254 5,112,042
7,758,907 4,061,982
2,641,563 2,624,600
4,954,755 4,836,408
15,355,225 11,522,990
2,422,132 2,915,699
$23,304,611 $19,550,731
$ 261,208 $ 219,658
156,202 321,397
115,352 110,553
20,095 20,198
4,310,883 -
24,147 55,466
4,887,887 727,272
216,284 200,085
31,737 34,404
1,000,000 1,014,544
392,579 417,562
1,640,600 1,666,595
6,528,487 2,393,867
2,422,132 2,882,725
14,524,049 10,522,990
(170,057) 3,751,149
$16,776,124 $17,156,864




VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE FISCAL YEARS ENDED SEPTEMBER 30, 2012 AND 2011

2012 2011
Operating Revenues:
Government Appropriation $ 4,686,135 $ 4,610,423
Allocation of Bond Proceeds 78,990 2,174,310
Application and Processing Fees 524,071 620,952
Rental Income 409,214 492,536
Interest Income from Loans 261,195 222,103
Grant Revenue 129,251 138,497
Penalties 21,450 100,285
Other Operating Revenue 58,656 146,264
Total Operating Revenues 6,168,962 8,505,370
Operating Expenses:
Personnel Costs 3,042,214 3,416,480
Occupancy 298,870 298,469
Advertising 85,798 124,859
Professional Services 579,265 752,207
Travel 169,677 148,540
Other Administrative Expenses 876,442 893,764
Program Cost 129,251 138,497
Bad Debt 864,491 848,377
Total Operating Expenses 6,046,008 6,621,193
Income From Operations Before Depreciation 122,954 1,884,177
Depreciation 536,944 521,363
Operating Income (413,990) 1,362,814
Non-operating Revenues (Expenses):
Interest Income 29,119 75,764
Scholarship Payments - (43,360)
Other Income (Expenses) 10,675 (5,319)
Interest Expenses and Finance Charges (6,544) (9,533)
Total Nonoperating Revenues (Expenses) 33,250 17,552
Change In Net Assets (380,740) 1,380,366
Net Assets Beginning of Year 17,156,864 15,776,498
Net Assets End of Year $16,776,124 $17,156,864

The accompanying notes are an integral part of these financial statements.
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VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
STATEMENTS OF CASH FLOWS
FOR THE FISCAL YEARS ENDED SEPTEMBER 30, 2012 AND 2011

2012 2011
Cash Flows from Operating Activities
Cash Received from Primary Government and Allocation of Bond Proceeds $ 4,845,794 $ 6,784,733
Cash Received from Application and Processing 497,806 620,026
Cash Received from Tenants 339,637 337,247
Cash Received from Loan Repayments 724,771 512,549
Cash Received from Other Operating Income 340,659 170,768
Cash Received from Federal Government 4,434,060 138,497
Cash Paid for Grant Program (129,251) (138,497)
Cash Paid for Goods and Services (2,125,000) (2,009,357)
Cash Paid to Employee for Services (3,021,216) (3,386,228)
Loan Disbursements (1,471,062) (2,688,468)
Net Cash Provided by Operating Activities 4,436,198 341,270
Cash Flows from Noncapital Financing Activities
Scholarship payments - (43,360)
Other Income 10,675 (5,319)
Interest Expense and Finance Charges (6,544) (9,533)
Net Cash Used in Noncapital Financing Activities 4,131 (58,212)
Cash Flows from Capital and Related Financing Activities
Note Principal Payments (56,302) (69,674)
Acquisition of Property and Equipment (43,377) (134,966)
Net Cash Used in Capital and Related Financing Activities (99,679) (204,640)
Cash Flows from Investing Activities
Interest Income 29,119 75,764
Net Purchase (Sale) of Investments (187,190) 648,283
Net Cash Provided by (Used in) Investing Activities (158,071) 724,047
Net Increase in Cash and Cash Equivalents 4,182,579 802,465
Cash and Cash Equivalents, Beginning of Year 7,424,575 6,622,110
Cash and Cash Equivalents, End of Year $ 11,607,154 $ 7,424,575
Reconciliation of Operating Income to Net Cash Used in Operating Activities:
Operating Income $  (413,990) $ 1,362,814
Adjustments to Reconcile Operating Income to Net Cash Provided by Operating Activities:
Depreciation Expense 536,944 521,363
Bad Debt Expense 864,491 848,377
(Increase) in Accounts Receivable (4,036) (626,359)
Decrease (Increase) in Prepaid Expenses 8,800 (7,248)
(Increase) in Loans Receivable (746,933) (2,018,203)
(Decrease) Increase in Accounts Payable and Accrued Expenses (123,645) 215,944
Increase in Compensated Absences 20,998 30,252
Increase in Deferred Revenue 4,296,339 14,544
Decrease in Security Deposit (2,667) -
Decrease in Due to Other Funds (103) (214)
Net Cash Provided by Operating Activities $ 4,436,198 $ 341,270

The accompanying notes are an integral part of these financial statements.
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VIRGIN ISLANDS ECONOMIC DEVELOPMENT AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARS ENDED SEPTEMBER 30, 2012 AND 2011

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization: The Virgin Islands Economic Development Authority (the “Authority”), was created on
December 21, 2000, as an umbrella authority to assume, integrate and unify the functions of the
Government Development Bank, the Economic Development Commission, the Industrial Park
Development Corporation and the Small Business Development Agency under an executive board, which
consists of seven members appointed by the Governor. The Authority is a public corporation and a semi-
autonomous instrumentality of the Government of the Virgin Islands and operates under the provisions of
Act of 6390, approved by the Twenty-third Legislature of the Virgin Islands of the United States Virgin
Islands. The general purposes and functions of the Authority were previously carried out by the
Government Development Bank for the United States Virgin Islands which was created originally in 1978
by Act No. 902, and subsequently amended in 1995 and 1996.

The mission of the Authority is to accelerate the economic development of the Virgin Islands by
providing financial and technical assistance to industrial and commercial enterprises to create and save
jobs in the community. In this regard, the Authority is authorized, among other things, to make loans to
eligible small business enterprises.

The Authority is a component unit of the Government of the Virgin Islands and as such, its financial
statements are included in the Comprehensive Annual Financial Statements of the Central Government.

Economic Dependency: The Authority’s sustainability depends primarily on appropriations from the
Government of the Virgin Islands. In addition, it earns income from application fees, processing fees,
compliance fees, and rental income from its Industrial Park facilities. During fiscal years ended
September 30, 2012 and 2011, the Authority received in appropriations totaling $4,686,135 and
$4,610,423 from the Government of the Virgin Islands, together with $78,990 and $2,174,310 in transfers
from the Virgin Islands Public Finance Authority pursuant to Act No. 7081; and $1,443,631 and
1,747,722 of revenue earned from its various revenue-generating sources respectively.

Basis of Presentation: The Authority’s financial statements have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as prescribed by
Government Accounting Standards Board. The Authority uses the economic resources measurement
focus and follows the accrual basis of accounting,

In accordance with the provisions of Government Accounting Standards Board (GASB) Statement No.
20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That
Use Proprietary Fund Accounting, the Authority applies only Financial Accounting Standards Board
(FASB) Statements and Interpretations, Accounting Principles Board opinions, and Accounting Research
Bulletins issued on or before November 30, 1989, unless those pronouncements conflict with or
contradict GASB pronouncements.

The Authority distinguishes between operating and nonoperating revenues and expenses. Operating
revenues and expenses generally result from providing services in connection with the Authority’s
principal ongoing business operations. Operating expenses include costs and losses resulting from
services, administrative expenses, and depreciation expense. All other revenues and expenses are reported
as nonoperating revenues and expenses. Nonoperating revenues consist of interest generated from
restricted and unrestricted investments in short-term investment instruments.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Separate Funds: The accounts of the Authority are organized on the basis of funds, each of which is
considered to be a separate accounting entity. All transactions are recorded in a separate set of self-
balancing accounts, which include assets, liabilities, fund net assets, revenues and expenses.

During fiscal years ended September 30, 2012 and 2011, the Authority maintained eleven (11) and nine
(9) major funds, respectively, or activities which constitute a major transaction of the Authority:

The following is a summary of these funds:

Government Development Bank Fund (GDB) accounts for the locally funded Micro Loan
Program. This fund accounts for interest income from the operating account and certificate of deposit,
local government appropriations, and administrative costs. The Authority’s administration and
processing of loan applications on behalf of the Virgin Islands Department of Agriculture and the
Virgin Islands Energy Office also occur within this fund. Those transactions have however been
excluded from the Authority’s financial statements.

Economic Development Commission Fund (EDC) accounts for application, activation and annual
compliance fees. Local government appropriations are also accounted for in this account together
with related administrative costs.

Small Business Development Agency (SBDA) accounts for the Federal Economic Development
Administration Loan Funds from the U.S. Department of Agriculture, Farmers and Fishermen local
loans, Frederiksted Revolving Loan Fund and the SDBA Direct Loan Fund. Appropriations from the
central government and administrative costs are also accounted for under this fund. The SBDA
legislation does not allow interest earned from its loan portfolio to be used for administrative
purposes. The interest income is restricted and is used for issuing new loans.

Industrial Park Development Corporation Fund (IPDC) accounts for the activities conducted by
the IPDC. The IPDC was established in March 1984 to acquire, operate, and improve industrial parks
in order to provide suitable sites for the location of industries to the Virgin Islands. The IPDC
accounts for rental and investment income, and administrative costs associated with its operation. The
IPDC does not receive any appropriations from the local government.

Intermediary Relending Program (IRP) accounts for loans that are funded by the United States
Department of Agriculture Rural Development Program. The interest income earned from these loans
is applied to the program’s administrative costs.

Enterprise Zone Commission (EZC) accounts for funds committed to the task of offering incentives
to businesses that invest in severely economically depressed designated areas of St. Thomas and St.
Croix. As a result, employment opportunities are provided to residents of the areas so designated.

Economic Development Authority (Authority) accounts for loans that are funded through U.S.
Department of Agriculture.

Tax Increment Financing (TIF) this fund allows projects to be financed by pledging the increases in
tax revenues that can be reasonably anticipated to be collected by the government once the financed
project or activity is completed.
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

* Economic Development Management (EDM) this account was established to record all
administrative costs associated with the day-to-day operations of the Authority.

e State Small Business Credit Initiative (SSBCI) this fund was established by the Small Business
Jobs Act of 2010 by the Federal Government to Collateral Support Program, the Credit Guarantee
Program and the Payment, Surety and Performance Bond Program.

+ State Trade and Export Promotion Grant Program (STEP) This program is funded by a federal
grant from U.S. Small Business Administration. The program authorized by the Small Business Jobs
Act of 2010 is a 3-year trade and export promotion pilot initiative to make matching-fund grants for
states to assist ‘eligible small business concerns.” The program objectives are to increase the number
of small businesses that are exporting, and to increase the value of exports for those small businesses.

Cash and Cash Equivalents: All cash and all highly liquid investments available for current use with an
initial maturity of three months or less are considered to be cash or cash equivalents.

Investments: Investments in marketable securities or other short-term investments of cash with readily
determinable fair values and investments in debt securities are reported at their fair values in the
Authority’s statement of net assets.

Restricted Cash and Cash Equivalents: This consists of cash and cash equivalents to be used for specific
purposes as specified by legislation or by a grant agreement.

Allowance for Uncollectible Accounts: The Authority provides for losses when a specific need for an
allowance is indicated. The provision for loan losses charged to operating expenses is the amount
necessary to report the net asset at its estimated realizable value. In determining the adequacy of the
allowance, management considers the composition of the loan portfolio, economic factors, historical loss
experience, and value and sufficiency of collateral in the current level of the allowance.

Capital Assets: The Authority capitalizes all property and equipment at cost. The property and equipment
is capitalized and depreciated using the straight line method over the assets estimated useful lives. The
cost of normal maintenance and repairs that do not add to the value of the asset or materially extends the
asset life are not capitalized.

Depreciation has been provided using the straight line method. The estimated economic lives of the
Authority’s property and equipment varied as follows:

Equipment 3-5 Years
Furniture and Fixtures 3-5 Years
Vehicles 5 Years
Buildings and Leasehold Improvements 5-27 Years
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences: The Authority has recognized the liability for annual leave, which is payable to
employees upon separation. Sick leave balances are not paid out upon termination, however, a liability for
the balances do exist in the event an employee transfers to another government agency; such liability is
recognized at the time of the transfer. The liability for both amounts is calculated based on the payor
salary rates in effect at the statements of net assets date.

Net Assets: Net assets are classified in the following three components:
. Invested in capital assets, net of related debt — These consist of all capital assets, net of accumulated
depreciation and reduced by outstanding debt that is attributable to the acquisition, construction and
improvement of those assets.

. Restricted net assets — These result when constraints placed on net assets’ use are either externally

imposed by creditors, grantors, contributors, and the like, or imposed by law through constitutional
provisions or enabling legislation.

Unrestricted net assets — These consist of nets assets, which do not meet the definition of the two
preceding categories. Unrestricted net assets often times can be designated to indicate that

management does not consider them to be available for general operations; these designations can be
removed or modified.

Use of Estimates: The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect certain reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements, and reported amounts of revenues and expenditures during the reporting period.
Accordingly, actual results could differ from those estimates.

NOTE 2 CASH AND CASH EQUIVALENTS

Cash and cash equivalents consisted of the following at September 30, 2012 and 2011:

Unrestricted Restricted Total 2012
Cash and Cash Equivalents $3,848,247 $7,758,907 $11,607,154

Unrestricted Restricted Total 2011
Cash and Cash Equivalents $3,362,593 $4,061,982 $7,424,575

Custodial Risk

Custodial risk is the risk that in the event of bank failure the Authority’s deposits may not be return to it.
Cash consists of cash on hand held by depository institutions and trustees in the Authority’s name. During
the fiscal years, including the final date of the period, September 30, 2012 and 2011, accounts at each
financial institution were insured by the Federal Deposit Insurance Corporation up to $250,000. Cash in
excess of this limit are $14,995,392 and $11,443,902 respectively, and are fully collateralized.
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NOTE 2

CASH AND CASH EQUIVALENTS (Continued)

Restricted Cash and Cash Equivalents
The restricted cash and cash equivalents at September 30, 2012 and 2011 consist of the following:

2012 2011
Micro Credit Loan Program $1,002,097 $1,444,859
Farmers and Fishermen Loan Fund 261,960 240,586
Frederiksted Revolving Loan Fund 261,363 260,647
Performance Bonding Loan Fund 1,404,059 1,388,833
Intermediary Relending Loan Fund 211,058 249,322
SBDA Revolving Loan Fund 411,697 342,266
SBDA Administration Loan Fund I 12,215 57,592
SBDA Administration Loan Fund II 115,053 77,836

SSBCI Grant 4,060,444 -

Historic Grant 18,961 -
Board Up Grant - 41
$7,758,907 $4,061,982

The restrictions above relate to revolving loan funds established through legislation to offer direct
assistance to various industries and businesses and to aid in the creation of economic opportunities within
the United States Virgin Islands.

NOTE 3

INVESTMENTS

Investments at September 30, 2012 and 2011 were comprised of certificate of deposits totaling
$2,993,651 and $2,806,461, respectively. Balances in excess of $250,000 maintained in depository
institution are collateralized.

Investments as of September 30, 2012 and 2011 are as follows:

FY 2012
Investment Maturities

Less than
Investment Type Fair Value lyear 1-5 years
Certificate of Deposits $2,993,651 $2.824,826 $168.825
FY 2011

Investment Maturities

Less than
Investment Type Fair Value lyear 1 -5 years
Certificate of Deposits $2.806,461 $ 2,806,461 -
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NOTE 4 RESTRICTED NET ASSETS

The restricted net assets at September 30, 2012 and 2011 consist of the following:

2012 2011
Micro Credit Loan Program $ 2,091,722 $ 2,675,389
GDB Funds — Start Up 2,641,563 2,624,600
Farmers and Fishermen Loan Fund 308,883 305,506
Frederiksted Revolving Loan Fund 261,341 260,625
Performance Bonding Loan Fund 3,334,836 2,962,524
Intermediary Relending Loan Fund 353,101 445,297
SBDA Revolving Loan Fund 821,812 802,796
SBDA Administration Loan Fund I 212,024 197,893
SBDA Administration Loan Fund II 250,537 248,319
SSBCI Grant 4,229,269 -
Historic Walk Grant 18,961 -
Board Up Grant - 41
$ 14,524,049 $10,522,990
NOTE 5 LOANS RECEIVABLE
Loans receivable at as of September 30, 2012 and 2011 are as follows:
2012 2011
Loan Principal $ 12,655,441 $11,955,730
Allowance for Doubtful Accounts (7,700,686) (7,119,322)
Net Loans Receivable $ 4,954,755 $ 4,836,408

The loans bear interest rates ranging from 4% to 12%. The allowance includes majority of the SBDA
loans which were assumed by the Authority at its inception; the additional allowances recorded in Fiscal
Year 2012 and 2011 were $628,586 and $743,848 respectively.

NOTE 6 RECEIVABLES

The receivable balances as of September 30, 2012.
Receivables Allowance Receivables, net
Due from Vendor $ 3,972 $ - $ 3,972
Interest Receivable 3,243 - 3,243
Performance Bonding Receivable 910,646 - 910,646
Rent Receivable 330,240 (173,928) 156,312
EDC Fees & Charges 469,616 (350,166) 119,450
Grant Receivable — Board Up & Scrap 1,717 - 1,717
Tax Increment Financing Fund 30,015 - 30,015
Economic Development Management 18,637 - 18,637
STEP Grant 6,557 - 6,557
Total $ 1,774,643 $ (524,094) $ 1,250,549

Total provision for uncollectible accounts during Fiscal Year 2012 was $235,905.
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NOTE 6 RECEIVABLES (Continued)

The receivable balances as of September 30, 2011.

Receivables Allowance Receivables, net
Due from Vendor $ 87,265 $ - $ 87,265
Interest Receivable - 6,276
Performance Bonding Receivable 925,993 - 925,993
Rent Receivable 374,188 (135,219) 238,969
EDC Fees & Charges 443,351 (249,451) 193,900
Tax Increment Financing Fund 30,015 - 30,015
Total $ 1,867,088 $ (384,670) $ 1,482,418
Total provision for uncollectible accounts during Fiscal Year 2011 was $104,529.
NOTE 7 CAPITAL ASSETS
Capital assets are composed of the following at September 30, 2012 and 2011:
2012
Beginning Retiremen Ending
Balance Additions t Balance
Capital Assets
Building and Building $
Improvements $ 9,148,427 - $ - 9,148,427
Leasehold Improvements 428,431 - - 428,431
Equipment 920,660 39,870 - 960,530
Furniture and Fixtures 216,817 3,509 - 220,326
Vehicles 1,135,018 - (22,500) 1,112,518
Leasehold Equipment 20,585 - - 20,585
11,890,81
Total Capital Assets 11,869,938 43,379 (22,500) 7
Accumulated Depreciation
Building and Building
Improvements (7,229,432) (231,622) - (7,461,054)
Leasehold Improvements (124,823) (14,761) - (139,584)
Equipment (699,693) (73,980) - (773,673)
Furniture and Fixtures (194,953) (13,138) - (208,091)
Vehicles (684,753) (203,445) 22,500 (865,698)
Leasehold Equipment (20,585) - - (20,585)
Total Accumulated Depreciation (8,954,239) (536,946) 22,500 (9,468,685)
$ $
Capital Assets, net $ 2,915,699 (493,567) $ - 2,422,132

Depreciation expense for the year ended September 30, 2012 totaled $536,944.
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NOTE 7 CAPITAL ASSETS (Continued)

Beginning 2011
Balance Additions Ending Balance
Capital Assets
Building and Building Improvements $ 9,148,427 $ - $9,148,427
Leasehold Improvements 428,431 - 428,431
Equipment 787,494 133,166 920,660
494niture and Fixtures 215,017 1,800 216,817
Vehicles 1,135,018 - 1,135,018
Leasehold Equipment 20,585 - 20,585
Total Capital Assets 11,734,972 134,966 11,869,938
Accumulated Depreciation
Building and Building Improvements (6,996,662) (232,770) (7,229,432)
Leasehold Improvements (110,062) (14,761) (124,823)
Equipment (644,290) (55,403) (699,693)
Furniture and Fixtures (181,321) (13,632) (194,953)
Vehicles (479,956) (204,797) (684,753)
Leasehold Equipment (20,585) - (20,585)
Total Accumulated Depreciation (8,432,876) (521,363) (8,954,239)
Capital Assets, net $ 3,302,096 $ (386,397) $ 2,915,699

The related depreciation expense for the year ended September 30, 2011 totaled $521,363.

NOTE 8 LOANS PAYABLE

The Authority entered into an Intermediary Relending Program loan agreement (IRP) with the United
States Department of Agriculture Rural Business Cooperative Services on April 21, 1998. This agreement
requires the repayment of the approved loan principal of $670,530 to begin after three (3) years in twenty-
seven (27) equal annual installments. An interest rate of 1% accrues on the outstanding balance. As of
September 30, 2012 and 2011, the outstanding loan balance was $416,726 and $440,054 respectively.

The Industrial Park Development Corporation (IPDC) through the Virgin Islands Economic Development
Authority issued a note in the amount of $350,000, on May 22, 2002, with an interest rate of 8% to Blak
Corporation. The loan is to be repaid in 120 equal monthly installment of $4,246. At September 30, 2012
and 2011, the outstanding loan balance was $0 and $32,974 respectively.

As of September 30, 2012, the debts are composed of the following:

Due
Beginning Ending Within
Balance Additions Deductions Balance One Year
Loan Payable $ 440,054 $ - $ (23,328) $ 416,726 $ 24,147
Note Payable 32,974 - (32,974) - -
$ 473,028 $ - $ (56,302) $ 416,726 $ 24,147
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NOTE 8 LOANS PAYABLE (Continued)

As of September 30, 2011, the debts are composed of the following:

Due
Beginning Ending Within
Balance Additions Deductions Balance One Year
Loan Payable $ 463,439 $ - $ (23,385) § 440,054 $ 22,492
Note Payable 79,263 - (46,289) 32,974 32,974
$ 542,702 $ - $ (69,674) $ 473,028 $ 55,466

Future minimum payments to the U.S. Department of Agriculture

2013 $ 24,147
2014 24,388
2015 24,632
2016 24,879
2017 25,127
2018 — 2022 129,457
2023 — 2027 136,060
2028 - 2029 28,036

Total $ 416,726

NOTE 9 COMPENSATED ABSENCES

Compensated absences balance as of September 30, 2012 and 2011 were $331,636 and $310,638, of
which $115,352 and $110,553, respectively are due within a year.

NOTE 10 LEASES

Lessor --- The Authority leased a total of 26 buses to tour bus operators on the island of St. Croix during
the year. Out of the 26 buses 14 are operating the other 12 tour buses have technical problems and are not
on the road. These leases are for two-year terms, with monthly payments dependent on revenues earned
from the operation of the buses. The tour bus operators pay the Authority 20% of earned revenue in the
months when less than four cruise ships dock at the Frederiksted Pier and 30% when more than four

cruise ships dock. Revenue earned from the tour buses in FY 2012 and 2011 was $0 and $10,045,
respectively.

The Authority also leases commercial properties it owns through the Industrial Park Development
Corporation. The terms of the leases vary from one to five years, with monthly rent payments dependent
on the amount of square footage occupied and the location of the property. Minimum non-cancelable
lease payments to be received are as follows:

2013 $ 126,698
2014 - 2022 377,666
Total $ 504,364

Financials - 74



NOTE 10 LEASES (Continued)

Lessee --- The Authority leases office space on a month to month basis for $17,568 per month, however
the Authority signed a lease agreement from January 1, 2013 through December 31, 2017 for office and
common area spaces with increase in rent on the 2™ and 4™ anniversaries equal to the percentage of the
cost of living increase for the preceding year, base upon the Consumer Price Index (CPI-U) as published
by the U.S Department of Labor Bureau of Labor Statistics. In addition, the Industrial Park buildings are
located on parcels of lease land. The land is rented under a thirty (30) year term lease which expires May
2013. Two additional ten year option periods are available to the Industrial Park with the rental amounts
based upon the Bureau of Labor Statistics' Consumer Price Index.

Rent expense for the years ending September 30, 2012 and 2011 were $298,870 and $298,469
respectively. The aggregate lease commitment for the Authority is as follows as of September 30, 2012:

2013 $ 95,141
2014 166,600
2015 166,600
2016 166,600
2017 166,600
Oct. 2017 - Dec. 2017 41,650

Total $ 803,191

NOTE 11 DEFERRED REVENUE

Current Deferred Revenue: Represent grant funds received in fiscal year 2012 from the United States
Department of Treasury for the State Small Business Credit Initiative. The amount not expended as of the

fiscal year end has been reflected in the financial statement as current deferred revenue in the amount of
$4,310,883.

Noncurrent Deferred Revenue: In October 2009, the Virgin Islands Public Finance Authority (VIPFA)
issued $87 million in bonds of which $5 million was allotted to the Authority. These funds are to be
utilized for developmental loan programs and are drawn down from VIPFA as loans are issued. The
noncurrent deferred revenue represents advanced funds received from VIPFA in fiscal year 2009. The
deferred revenue will be relieved as additional loans are made in the future.

NOTE 12 RETIREMENT PLAN

The Government Employees Retirement System of the Virgin Islands (GERS) is a cost sharing, multiple
employer public employee retirement system, established by the Government of the Virgin Islands to
provide retirement, death and disability benefits to its employees. The Authority’s part-time employees
who at the time of employment are under age 55 years with one year of government service are eligible to
participate in the system. The Authority’s required contribution was 17.5% of the member’s annual
salary. Member contributions were 8% of annual salary. The Authority’s contribution to the retirement
plan was $351,103, $386,303 and $439,444 for fiscal years 2012, 2011 and 2010, respectively. The
financial report of the retirement system can be obtained from the Government Employees’ Retirement
System, 3438 Kronprindens Gade, Saint Thomas, Virgin Islands, 00802.
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NOTE 13 COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Authority has various outstanding commitments at September 30,
2012 and 2011 which includes outstanding loan commitments in the process of being approved by the
Board of Directors which are not reflected on the statement of net assets.

The Authority asserts that there have not been any material claims, suits or complaints filed nor are any
pending against the Authority. In the opinion of management, all other matters which are asserted or
unasserted are without merit and would not have a significant effect on the financial position or results of
operations if they were disposed of unfavorably.

NOTE 14 RISK MANAGEMENT

The Authority faces various risks of loss related to torts; theft of, damage to and destruction of assets; and
natural disasters for which the Authority has commercial insurance coverage. Annual premium payments
are made in proportion to the anticipated exposure to the liability losses assessed.

NOTE 15 SUBSEQUENT EVENTS

The Authority has evaluated subsequent events through April 15, 2013, the date which the financial
statements were available to be issued.
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EDC Beneficiary Gold Coast Vachts, St. Croix






ST. CROIX 116 KING STREET,
FREDERIKSTED, ST. CROIX, VI 00840
(340) 773-6499

ST. THOMAS 8000 NISKY SHOPPING CENTER, STE 620
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ST. THOMAS, Vi 00802

UNITED STATES VIRGIN ISLANDS (340)714'1700
Economic Development Authority

...>eeking new opportunities for economic growth.

www.usvieda.org




