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Suzanne Mazzotta

Department of Economic and Community Development
645 South Main Street

Middletown, Connecticut 06457

Re: 646-654 Main Street, Middletown, Connecticut

Dear Ms, Mazzofta:

At your request, we have examined the above-referenced property to estimate the market value
of the fee simple estate. The effective date of valuation is February 1, 2001, coinciding with
the date of our most recent inspection of the subject property. The subject is currently
improved with a four-story residential/commercial building in shell condition. The owner is
proposing to renovate and rehabilitate the structure, therefore, a prospective market value is
also estimated. The prospective date of value is December 1, 2001, assuming a 10-month
construction period. This is a complete, self-contained appraisal report, It is our understanding
that this report is to be used in conjunction with potential financing,

The subject property is located along the easterly side Main Street in the city of Middletown,
Connecticut. The site has a total land area of approximately 4,237.89 square feet, or 0.10 acres,
and is located in the Central Business zoning district. The rectangular-shaped parcel has
generally level topography and is at the road grade of the Main Street frontage. The site has
approximately 48.63 feet of frontage along Main Street, although it has no curb cut for
ingress/egress.

The subject is improved with an approximately 12,876 square foot, four-story
residential/commercial building with a full basement (not included in the gross building area).
The improvements were in shell condition on the effective date of value. The owner is
proposing renovation, rehabilitation and enlargement to convert the space into a first-floor art
gallery with community space and nine residential living/studio spaces above. At completion
the gross building area will be approximately 13,948 square feet. The project will be in
excellent condition at completion. The building covers almost the entire lot, and site
improvements are limited to a small, overgrown sand and gravel parking area at the rear of the
building. The concrete pads for the dumpsters appear to be located on abutting property owned
by the city of Middletown.
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This appraisal is predicated on the assumption that hazardous substances do not impact the
market value or marketability of the subject property. No apparent evidence of contamination
or potentially hazardous materials was observed on the date of inspection. The Phase 1
Environmental Site Assessment provided notes an underground fuel storage tank on the site
and both asbestos and lead found in certain interior materials. The estimates of value assume
that the property is free of environmental hazards and contaminants. The appraisers are not
qualified to detect such substances and urge the client to retain an expert in that field, if desired,

Based upon our investigation of the real estate market in the area, and consideration of all
pertinent facts set forth in the body of this report, the market value of the fee simple estate of
the subject property, excluding furniture, fixtures and equipment, as of February 1, 2001, is
$65,000. The prospective market value of the subject, as of December 1, 2001, including
furniture, fixtures and equipment, is $155,000.

Respectfully submitted,

praiser
0801

Dean-C, Amadon, MAI .
Certified General RE Appraiser
State of Connecticut No, 0000023

AMADON & Associates, Inc.
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EXECUTIVE SUMMARY

Property Address

Owner of Record
Purpose of Appraisal

Principal Tenant

Dates of Value

Date of Report
Land Area
Zoning District

Assessment & Tax Data

Building Area

Rentable Area

Property Type

Effective Age

Remaining Economic Life

646-654 Main Street
Middletown, Connecticut

Alderhouse Residential Communities, Inc.
To estimate the market value of the fee simple estate

To be owner-occupied as a limited-equity artists’
cooperative

As Is — February 1, 2001
As Proposed — December 1, 2001

February 9, 2001

Approximately 4,237.89 square feet, or 0.10 acres
Central Business (B-1)

Map 22, block 17-36, lot 4

Total assessment $152,250

Current tax rate 34.60 mills

Current tax burden  $5,267.85 (1999 Grand List)
As Is — Approximately 12,876 square feet

As Proposed — Approximately 13,948 square feet

with basement

As Proposed — Approximately 3,487 square feet of
refail space and nine apartments

Residential/commercial

As Is—45 years
As proposed — 10 years

40 years, after construction

AMADON & Associates, Inc.




EXECUTIVE SUMMARY (continued)

Highest and Best Use
As Though Vacant

As Improved

Marketing & Exposure Time

Special Assumptions

Future mixed-use development

Completion of the proposed renovation,
rehabilitation and enlargement for owner-occupancy
as an artists’ cooperative with gallery space

Market value conclusions recognize the
characteristics of the subject real estate and consider
the current economic environment and its effect on
real property. A marketing and exposure period of
one year is considered reasonable in which to induce
the sale of the subject property at the value estimated
within this report,

The appraisal is predicated on the assumption that
the permits and approvals necessary for development
are granted.

The appraisal is also predicated on the assumption
that hazardous substances do not impact the market
value or marketability of the subject property. No
apparent evidence of contamination or potentially
hazardous materials was observed on the date of
inspection. The Phase 1 Environmental Site
Assessment provided indicates an underground fuel
storage tank, as well as both lead and asbestos. The
estimate of value assumes that the property is free of
environmental hazards and contaminants, The
appraisers are not qualified to detect such substances
and urge the client to retain an expert in that field, if
desired.

The prospective market value is developed based on
current market conditions. The appraisers cannot be
held responsible for unforeseen events that alter
market conditions prior to the prospective date of
value (SMT-4),

AMADON & Associates, Inc.




EXECUTIVE SUMMARY (continued)

Special Assumptions (continued)

The building plans provided indicate that the project
will have nine apartments, three two-bedroom units
and six one-bedroom units. All units are to be
affordable housing. According to Mr. Widmer, there
is to be a deed restriction to this effect,

Due to the income and development guidelines for
the project, the unit division proposed in the cash
flow is used, and this appraisal is based on the
assumption that all units are affordable housing
units.

The owner indicated that a real estate tax reduction
was being negotiated with the city of Middletown.
Conversations with a representative of the mayor’s
office, the tax assessor and the community
development specialist revealed that no plan or
agreement for tax relief and/or reduction in
assessment is in place or is being negotiated.

VALUES INDICATED
As-Is
Via Cost Approach Not developed
Via Sales Comparison Approach $65,000
Via Income Capitalization Approach Not developed

Final As-Is Value Estimate

$65,000

As-Proposed
Via Cost Approach Not developed
Via Sales Comparison Approach Not developed
Via Income Capitalization Approach $155,000

Final As-Proposed Value Estimate

$155,000

AMADON & Associates, Inc.




PHOTOGRAPHS OF THE SUBJECT PROPERTY

Front of subject

Rear of subject
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PHOTOGRAPHS OF THE SUBJECT PROPERTY (continued)

View of typical apartment interior
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PHOTOGRAPHS OF THE SUBJECT PROPERTY (continued)
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View of first floor commercial unit (north side of building)
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PHOTOGRAPHS OF THE SUBJECT PROPERTY (continued)

View across Main Street from subject property
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PHOTQGRAPHS OF THE SUBJECT PROPERTY (continued)

Main Street facing south toward intersection of Green Street

AMADON & Associates, Inc.
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IDENTIFICATION OF THE PROPERTY BEING APPRAISED

Location 646-654 Main Street
Middletown, Connecticut
Owmer of record Alderhouse Residential Communities, Inc.
Legal description Refer to the Addendum for a copy of the legal description

that is contained in the deed of conveyance recorded in
Volume 1246, page 749, of the Middletown land records.

Property type A residential/commercial building containing approximately
12,876 square feet

Tax assessor reference Map 22, block 17-36, lot 4

Site Approximately 4,237.89 square feet of land, or 0.10 acres

located within the Central Business (B-1) zoning district

HISTORY OF PROPERTY

Alderhouse Residential Communities, Inc., acquired the property from the city of Middletown
via a warranfy deed and a quitclaim deed on November 27, 2000 (recorded November 29,
2000). The consideration for this transfer was $1.00. These documents are recorded in the
Middletown land records, Volume 1246, pages 746 and 749.

On November 28, 2000, the city of Middletown corrected the legal description of the property
and recorded the document in Volume 1246, page 710, of the Middletown land records.

The city of Middletown acquired the property on December 3, 1998, via a committee deed as
the result of a judgment of foreclosure of tax liens (docket #CV-97-0083148S) against Ronald
Studzinski and Advest Bank. This document is recorded in the Middletown land records,
Volume 1182, page 498.

Ronald J. Studzinski acquired the property on October 17, 1994, in a nonarim’s-length transfer
from Ronald J. Studzinski and Joanne B, Studzinski., This document is recorded in the
Middletown land records, Volume 1056, page 397.

A 12-foot right-of-way is granted from Green Street to the subject premises in favor of the
subject over abutting property to the south. This benefits the subject by allowing access to the
rear of the property.

The warranty deed legal description of the subject (Volume 1246, page 747) also mentions a
one-inch strip of land along the southern boundary of the subject that allows for joining of a
brick wall, This appears to have no impact on the subject, as party walls are common in urban
buildings constructed circa 1900.

AMADON & Associates, Inc.
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PURPOSE OF THE APPRAISAL

The purpose of this appraisal is to estimate the market value of the fee simple estate of the
subject property.

USE OF APPRAISAL REPORT

This appraisal report is to be used to assist the client in potential financing,

DATES OF VALUE ESTIMATES

The effective date of this valuation is February 1, 2001, the date of our most recent physical
inspection of the subject property. On February 1, 2001, the appraisers inspected the exterior
of the property. Three interior inspections were also conducted in October 2000, in November
2000 and on January 30, 2001,

The prospective date of value, assuming completion of the proposed improvements, is
December 1, 2001,

CRITICAL DISCLOSURES AND LIMITING CONDITIONS

The value estimated in this appraisal report is subject to the following critical disclosures and
limiting conditions, in addition to the standard Assumptions and Limiting Conditions located at
the end of this report.

Standards

This appraisal was prepared in accordance with Title XI of the Federal Financial Institutions
Reform, Recovery and Enforcement Act of 1989 (FIRREA); the Uniform Standards of
Professional Appraisal Practice (USPAP); supplemental standards applicable to federally related
transactions, and additional standards and conditions required for appraisals prepared for our

particular clients.

Competence

The appraisers have both the knowledge and experience necessary to complete this appraisal
assignment competently. Please refer to the Qualifications section for the educational and
professional background, areas of expertise, and licensing/certification status of the appraisers.

AMADON & Associates, Inc.
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CRITICAL DISCLOSURES AND LIMITING CONDITIONS (continued)

ADA

A specific compliance survey and analysis of the proposed improvements to determine whether
or not they will be in conformity with the various detailed requirements of the Americans with
Disabilities Act (ADA), was not made. Additionally, possible noncompliance with the
requirements of ADA was not considered in estimating the value of the property.

Hazardous

This appraisal is predicated on the assumption that hazardous substances do not impact the
market value or marketability of the subject property. No apparent evidence of contamination
or potentially hazardous materials was observed on the date of inspection. The estimate of
value assumes that the property is free of environmental hazards and contaminants. The
appraisers are not qualified to detect such substances and urge the client o retain an expert in
that field, if desired.

PROPERTY RIGHTS APPRAISED

The property interest being appraised is the fee simple estate. The definition of fee simple
estate can be referenced in the Definitions section of this report.

SCOPE OF THE APPRAISAL

In preparing this appraisal report, the appraisers made a number of independent investigations
and analyses. The following summarizes the basic outline of activities undertaken in this
process:

» Inspections of the property were conducted in October 2000, November 2000, January
2001, and most recently on February 1, 2001, the effective date of this appraisal.

o  The subject market arca was reviewed to analyze regional and neighborhood trends
and their effect on the value of the subject property. Various data sources including
demographic statistics compiled by various state agencies, zoning files, available site
and building information, the land records of all comparable sales, and other sources
of public information were reviewed and used as a guide in estimating property value.

» The market area was researched for sales of improved properties that are comparable
to the subject, as is and as proposed. The sales were analyzed and adjusted to derive
the as is market value of the subject property. No sales of artists’ cooperatives were
found to estimate the prospective market value.

AMADON & Associates, Inc,
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SCOPE OF THE APPRAISAL (continued)

The market area has been researched for pertinent rental and expense information for
comparably improved properties to estimate the market rent and pro-forma operating
expenses of the subject property, as proposed. Because no historic expense
information is available, market norms are used in the analysis,

As of the date of this appraisal, the subject is improved with a mixed-use building in
shell condition. When complete, the property will be owner-occupied by preselected
artists who will become owners under a limited-equity arrangement, Ms, Lucy
McMillan and Mr. G. Christopher Widmer, representing the owner, provided the
proposed building plans, a copy of the Phase 1 Environmental Site Assessment, the
scope of work by the building contractor, projected development costs, and a pro-
forma cash flow. The information provided was used to assess the proposed
development.

Lender and investor parameters were researched through discussions with market
participants to prepare the income capitalization approach using direct capitalization.

The collected data were analyzed in the context of developing each approach, and the
valuation conclusions are reconciled into a final indication of market value as of the
effective and prospective dates of this appraisal.

AMADON & Associates, Inc.
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DEFINITIONS

Market Value
Market value is defined as:

The most probable price which a property should bring in a competitive and open market
under all conditions requisite to a fair sale, the buyer and seller each acting prudently and
knowledgeably, and assuming the price is not affected by undue stimulus. Implicit in this
definition is the consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby (1) buyer and seller are typically motivated; (2)
both parties are well informed or well advised, and are acting in what they consider their
own best interests; (3) a reasonable time is allowed for exposure in the open market; (4)
payment is made in terms of cash in United States dollars or in terms of financial
arrangements comparable thereto; and (5) the price represents the normal consideration for
the property sold unaffected by special or creative financing or sales concessions granted
by anyone associated with the sale. (USPAP, 1992 edition)

Source; The Dictionary of Real Estate Appraisal
Third Edition
Appraisal Institute

FDIC 323.2(f). This definition was developed by the Federal National Mortgage Association
("Fannie Mae") and is widely accepted by mortgage lenders and many government agencies,

Many of the legal definitions of market value are based on the following:

The highest price estimated in terms of money which the land would bring if exposed for
sale in the open market, with reasonable time allowed in which to find a purchaser, buying
with knowledge of all of the uses and purposes to which it was adapted and for which it
was capable of being used. [Sacramento Southern R.R. Co. v. Heilbron 156 Cal. 408, 104,
p.979 (1909).]

Marketing Period and Exposure Time

For the purposes of this report, a 12-month marketing period and exposure time are considered
appropriate as a reasonable time for exposure in the open market, assuming that the property is
appropriately managed and professionally marketed.

The marketing time estimate is our opinion of the length of time necessary to market the real
property in the future. The future price that may be achieved for the real property (at the end of
the marketing time) may or may not be equal to our current appraised value estimate. This
would be influenced by potential changes in the physical real estate, demographic and economic
trends, the real estate market, tenancy, and property operations, among other factors.

AMADON & Associates, Inc.
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DEFINITIONS (continued)

Most Probable Sales (Selling) Price

That price at which a property would most probably sell if exposed to the market for a
reasonable time, under market conditions prevailing as of the date of the appraisal.

Source: Real Estate Appraisal Terminology

Revised Edition
Society of Real Estate Appraisers

Fee Simple Estate

Absolute ownership unencumbered by any other interest or estate; subject only to the limitations
imposed by the governmental powers of taxation, eminent domain, police power, and escheat,

Source: The Dictionary of Real Estate Appraisal
Third Edition

Appraisal Institute

Direct Capitalization

1. A method used to convert an estimate of a single year's income expectancy into an
indication of value in one direct step, either by dividing the income estimate by an
appropriate rate or by multiplying the income estimate by an appropriate factor.

2. A capitalization technique that employs capitalization rates and multipliers extracted from
sales. Only the first year's income is considered. Yield and value change are implied, but
not identified,

Source! The Dictionary of Real Estate Appraisal
Third Edition
Appraisal Institute

AMADON & Associales, Inc.
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COMMUNITY DATA AND DEMOGRAPHIC ANALYSIS

The city of Middletown is situated in the northwest section of Middlesex County and abuts the
southern border of Hartford County. The towns of Berlin and Cromwell to the north, Meriden
to the west, and Durham and Haddam to the south border Middletown. The Connecticut River
forms the eastern boundary of Middletown and separates it from the towns of Portland and East
Hampton. Interstate 91, a four-lane, limited-access highway, crosses through the northwest
portion of Middletown. Connecticut Route 9, also a four-lane, limited-access highway, runs
north and south along the Connecticut River next to the Middletown central business district
(CBD). Connecticut Route 66 runs east and west through the heart of Middletown and its CBD,
connecting Middletown to Meriden to the west and Portland across the Connecticut River to the
east, Middletown has a land area of 42.9 square miles with a hilly topography and a mixture of
soil types that have supported agricultural uses over the years.

Middletown, one of the first towns in Connecticut, was settled in 1650 and incorporated as a
town in 1651. Agriculture and manufacturing were the two mainstay economic forces in the
development of the community. Agriculture predominated in the western and southern, or
Southfarms, sections of Middletown until residential development appeared during the mid-
1900s. During the first part of the 19th century, Middletown led the state in number of factories
and value of their products. Textiles were the most important industries, but later the city began
manufacturing a wide variety of products. A number of these facilities were located in the
northernmost section of the CBD. Many of these facilities are now abandoned, with only a few
active manufacturers remaining,

Wesleyan University, founded in 1831, is located in Middletown. The university is nationally
recognized and owns a beautiful campus. With an enrollment of nearly 2,700 men and women
and a significant faculty and staff, its economic and social impact upon the community is
important and includes rich cultural offerings open to Middletown residents, The university has
also been responsible for the formation of the Hill Development Corporation that has provided
varied housing opportunities in the city over the past two decades.

Middlesex Community-Technical College, located to the south of the downtown area, features
adult and continuing education, as well as a two-year undergraduate program,

Middletown has numerous medical facilities and convalescent homes to meet area health needs.
Middlesex Memorial Hospital, located within the city, has a capacity of 382 beds and is the
focal point for health delivery services for Middlesex County. The hospital combines the
quality care of competent, concerned, personalized service with the accuracy and convenience
of high technology and is the only acute-care community hospital in this county of
approximately 130,000 residents. Its medical staff, with Board-certified physicians in virtually
all major subspecialties, offers a wide range of coverage including preventative medicine as well
as the diagnosis and treatment of illnesses. The hospital also functions as a major educational
resource to prepare students for health careers.

AMADON & Associates, Inc.
17




COMMUNITY DATA AND DEMOGRAPHIC ANALYSIS (continued)

Population

Middletown’s population increased from 42,762 in 1990 to 43,358 in 1998, an increase of
approximately 1.4 percent. An increase of almost two percent is projected for the community
between 1998 and 2003. The subject is referenced on census tract 5416. A copy of the census
tract map is included in the Addendum.

Population Growth
Portland and Environs

Projected Percent Change

Towns/Area 1990 1998 2003 1998-2003
Berlin 16,787 17,314 17,563 1.44%
Cromwell 12,286 12,490 12,736 1.97
Durham 5,732 6,548 6,990 6.75
East Hampton 10,428 11,054 11,464 3.7
Haddam 6,769 7,219 7,502 3.92
Meriden 59,479 56,428 54,931 -2.65
Middlefield 3,925 4,100 4,225 3.05
Middletown 42,762 43,358 44,192 1.92
Portland 8,418 8,854 9,154 3.06
Middlesex County 143,196 149,610 154,241 3.10%
Connecticut 3,287,166 3,271,239 3,272,149 0.03

Source: Connecticut Department of Economic and Community Development, U. S. Bureau of
Census

Middletown's population has continued to show a small, but steady increase. While population
has been increasing in the market area, every town in the market area and the state have also
experienced a simultaneous increase in median age, a fact consistent with national and regional
trends. This is primarily due to the aging of the baby boomers, the longevity of life and the
decreasing birth rates for the general population. In comparison to the other towns in the market
area, Middletown has the lowest 1990 median age, 31.3 years, substantially younger than the
rate of the market area. Berlin had the highest median age, 37.5 years. The 1999 median age
for Middletown was 34.5 years. In addition, Middletown had the second-slowest growth in this
area, second to Berlin. Middletown is also substantially younger than the market area average
age. Planning officials in Middletown attribute this to the increase of younger families that
moved into the Middletown area during the late 1980s housing boom.

A 1999 distribution of population by age indicates that the largest segments of the population
are the age groups of 25 to 34 years (18 percent) and of 35 to 44 years (19 percent). The
population below 18 years of age represents 22 percent of the total. Where as the age groups of
65 years and above represent only 12 percent of the total. These statistics closely mirror the
immediate region and the county.

AMADON & Associates, Inc.
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COMMUNITY DATA AND PEMOGRAPHIC ANALYSIS (continued)

Housing

Middletown's growth has been fucled by the affordability of its land and housing, as compared
to Greater Hartford, and by easy access to new labor pools via Interstate 91 and Connecticut
Route 9. Middletown housing stock contains a significantly high proportion of rental versus
owner-occupied housing, but city officials report a shift in policy away from multifamily and
office development to emphasize owner-occupied, single-family development, In 1996 there
were 18,795 housing units in Middletown. The median sale price was $135,000, slightly less
than the state average of $138,000. In 1998, 153 new housing permits were issued in the city,
up from 123 permits the year before. Development of single-family subdivisions is
continuing.

The number of households during the period 1990 to 1995 shows a small growth rate (1.3
percent) for Middletown when compared to nearby towns such as Durham and Haddam.
Middletown grew at a faster rate than the state and slightly less than the market area. In
addition, Middlefield, a rural suburb of Middletown, has experienced a slightly higher growth
rate than the Middletown and the state,

The 1990 census data indicate that approximately 50 percent of all housing units were renter
occupied. The vacancy rate at that time was eight percent. Of the total renters paying cash rent
(8,052), 38.4 percent paid between $250 and $499 per month and 35.6 percent paid rent of
between $500 and $749 per month, These statistics support the proposed rents for the subject
property. Current rental data indicates that rent levels have not changed substantially.

Employment Data

‘The table on the following page summarizes Connecticut Department of Labor employment
statistics showing unemployment trends from 1996 through December 2000. The table reveals a
general decrease in unemployment beginning in 1996. The situation seems to be improving in
most Connecticut municipalities, including Middletown. The latest unemployment rate for the
city was 1.6 percent. Middletown's unemployment rate has remained fairly consistent with the
Hartford Labor Market Area and the overall state unemployment rate since 1998, The financial
and real estate sectors and manufacturing industries are major employment centers for area
residents.

AMADON & Associates, Inc.
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COMMUNITY DATA AND DEMOGRAPHIC ANALYSIS (continued)

Unemployment Trends

By Place of Residence
Average Average Average Average | December
1996 1997 1998 1999 2000
Berlin 5.3% 4.3% 3.2% 2.8% 1.4%
Cromwell 5.6 4,7 2.9 2.7 1.4
Durham 5.4 4.6 2.5 2.1 1.2
East Hampton 7.9 52 3.2 3.1 1.4
Haddam 5.2 3.8 2.3 22 0.9
Meriden 7.5 6.7 4.1 39 2.0
Middlefield 5.4 5.0 34 26 1.2
Middletown 7.0 5.8 3.7 3.3 1.6
Portland 5.7 5.2 3.2 2.8 1.4
Hartford LMA 6.1% 5.4% 3.5% 3.3% 1.6%
Connecticut 5.7 5.1 34 3.2 1.5

Source: Connecticut Department of Labor

Conclusion

As the hub of the midstate planning area, Middletown houses the second-largest population of

the market area's towns. Its population has the lowest median age in the market area, and city
officials indicate that this is due to the increase in the number of young families in the city.

Middletown, like many New England communities, has experienced a shift away from
manufacturing toward a more service-based economy and from CBD retail focus to outlying
suburban centers and regional malls. Combined with this change was the increasing
development of outlying residential locations in Middletown in the 1980s,

Development has continued in Middletown during the last few years and Middletown
continues to be a pleasant place to live. Efforts have been made to atiract people back to the
downtown area, with numerous restaurants now in operation there and a multiplex movie
theater opened in May 1999. The Main Street Market building has been renovated and even
received an award in 1998 for Outstanding Private Development Project. The newest tourist
attraction in town is Kidcity, a museum-type place for children to play.

Given Middletown's position in the market area, its relatively large population and the

preexistence of significant industrial facilities, the city will likely continue to be an aftractive
locale for high-tech and light industrial distribution facilities serving central Connecticut,

AMADON & Associates, Inc.
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MARKET ANALYSIS

Artists’ Space Market

The subject represents a unique form of housing. There are no similar projects within
Middietown or in any of the surrounding communities. The concept has, however, been
developed in two projects in Hartford to resounding success. A portion of the Colt Industrial
Park (south armory) and the building at 555 Asylum Street (ArtSpace) have been converted to
artist housing and work space. The Colt project involves one section of a large industrial
facility (former arms manufactory), where artist studios are available but the space is remodeled
and fit-out at the tenant’s expense. The ArtSpace project was similar in concept to the subject.
It was a total rehabilitation/renovation of a commercial/residential structure into various sized
apartments to provide affordable housing and work space for artists. Public funding sources
were used in the ArtSpace project. Between both projects, there are a total of 137 available
units, Both are 100 percent occupied with waiting lists. The subject will only add nine unifs to
the total available in the region and will not fill unmet demand, as the waiting lists at these two
projects exceed nine potential tenants.

A December 2000 article distributed by Connecticut Light and Power discussed how arts,
culture and entertainment spur local growth, A research study performed by the New England
Council explored the idea that arts act as an economic driver. It demonstrated the significant
impact of the creative arts and culture on the area’s regional economy. An industry cluster
analysis was performed where a group of businesses that share proximity and economic
interdependence are analyzed to assess their competitiveness and collaborative potential. In this
study both commercial and nonprofit organization employees engaged in arts and culture, as
well as the self-employed were included. In total, nearly 3.5 percent (or 250,000) of all jobs in
New England are employed in the so-called creative cluster, with approximately 64,000 in
Connecticut alone. In Connecticut this accounts for 3.7 percent of the state’s workforce. The
data include the following facts: the creative cluster is employs four times as many people as
healthcare technology; 30 percent more people than the software industry; and nearly as many
as those working at New England’s computer equipment companies. Further, creative jobs are
growing at a rate twice the regional average. The study concluded that state and local
governments should leverage the multifaceted relationship between arts and the economy, in
particular by integrating arts and culture in municipal strategic planning as an integral part of
downtown revitalization.

The subject has significant support from the city of Middletown. Coupled with the high
demand for similar space (significant unmet demand), the opportunities provided to potential
residents of affordable living and work space, as well as community participation in operating
the gallery and community room, the outlook for the subject project is positive. The
developer’s plan to screen potential tenants will contribute to the stability of the project. The
limited equity form of ownership is also an inducement for tenants to participate in the
operation of the property and to build art-equity, further reinforcing project goals.
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