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COUNCIL ON DEVELOPMENT FINANCE

September 20, 2010

PUBLIC HEARING 364

THOSE PRESENT:

Mr. Andy Lubin, Chairperson



Mr. Alan Levin

Honorable Nancy Cook



Mr. Gary Smith


Mr. Tom Gilligan




Mr. Stephen Bach

Mr. Greg Lavelle




Ms. Rachel Onorato

Mr. Don Lynch




Mrs. Lee Porter

Mr. Jack Riddle




Mr. Jeff Stone

Mr. Fred Sears





Mrs. Karen Smith

Ms. Patty Cannon

Mrs. Bernice Whaley

Ann Marie Johnson, Deputy








     Attorney General

ALSO PRESENT:  Mr. Michael Morton, Controller General’s Office, Ms. Andrea Godfrey – Office of Management and Budget; Mr. Jonathan Starkey, The News Journal, Mr. Paul Sample, Samples, Inc.; and Mr. Harry Monck, DEL-EPSI; Representing Projects: Pencader Education Associates – Mr. Chris Castago; Mr. Michael Hamilton; Mr. Brad Catts; and Emilie Ninan, Esquire, Ballard Spahr;   MySherpa – Mr. Greg Gurev; WhiteOptics, LLC – Mr. John Sanders and Mr. Eric Teather; CIGNA – Mr. Joseph Dougherty 

LOCATION:   Buena Vista, 661 South DuPont Highway, New Castle, Delaware  19720

TIME:  9:00 A.M.

CALL TO ORDER

The meeting was called to order at 9:05 A.M. by Mr. Lubin, Chairperson, on Monday, September 20, 2010.

OLD BUSINESS:

Mr. Sears made a motion that the minutes of the August 23, 2010 Council on Development Finance meeting be approved as presented.  Mr. Gilligan seconded the motion which was then adopted by unanimous vote.

Representative Lavelle made a motion that the corrected minutes of the October 26, 2009 Council on Development Finance meeting be approved as presented.  Mr. Sears seconded the motion which was then adopted by unanimous vote.

NEW BUSINESS:

Pencader Education Association the (“Pencader” or the “Applicant”) - (d/b/a as Pencader Business and Finance Charter High School), a Delaware non-stock corporation and an organization described in Section 501(c)(3) of the Internal Revenue Code of 1986.  The Applicant has applied for the issuance of an amount not to exceed at any time outstanding of $13,000,000.00 to be issued in one or more series (the “Bonds”) which will be applied to make a loan to the Applicant in order to finance a portion of the costs of financing (a) the acquisition of (i) one or more parcels of land totaling approx. 15 acres and (ii) two existing school buildings totaling approx. 82,000 sq. ft. located thereon; and (b) the costs of issuance of the Bonds (the “Project”).  The Project is located at 170 Lukens Drive in New Castle, Delaware.  The Project is owned by the Applicant.

Mr. Bach presented this request to the Council.  Mrs. Ninan described the Project briefly.  She stated that this funding was like every other conduit financing – no State money involved, no credit of the State and no volume cap is being used.
Mr. Catts stated Pencader opened in 2006 with 300 students.  There are currently 625 students at Pencader which serves grades nine through twelve.  He stated the school focuses on business and finance courses which include social studies, math, pathways of accounting, etc.  He stated there is currently a waiting list for each grade.

Mr. Riddle asked about the underwriter.  Mrs. Ninan stated that the structure is a direct purchase by the bank and therefore there would be no need for an underwriter.  She stated that banks want to see a commitment from the issuer and in this case, they know it is forthcoming.  Mr. Riddle asked Mrs. Ninan what she thought the terms would be.  She stated it changes - depending on the credit of the applicant.  She stated that typically it is a percentage of LIBOR plus some credit spread.  Mr. Riddle asked if Pencader was able to get long term financing.  Mrs. Ninan stated that to get bank qualified bonds you need to have a twenty-year-term but also have to meet the bank qualified rules.  She stated that this funding will also come under the rules of the Federal Stimulus Package.

Senator Cook congratulated the group on taking the initiative with this charter school.  Director Levin stated that the charter school network has been meeting with the Department of Education and the Governor’s Office trying to find a way to get these capital resources.  He stated that with Pencader, it has an opportunity to do this funding now.  Director Levin stated that it is the decision of the Governor to consider these projects on a one by one basis.  He stated that if the Council should recommend approval and he decides to go forward with the Poject; this one will go forward but there is no guarantee for all charter schools.  He stated each project will stand on its own merits.

Senator Cook said she is hoping there will be a resolution to this situation soon.  She stated she would not be voting on this Project due to a possible conflict of interest.

Mr. Sears asked how when the tax stimulus funds would no longer be available.  Mrs. Ninan stated that projects must close by December 31, 2010 to take advantage of those particular funds.
Mr. Lubin asked if there were any public comments; there were none.

After duly considering, inter alia, the nature of the business, its competitive situation in Delaware, its location, the employment and other requirements under applicable statutory and regulatory provisions, the Council made the following finding:  financing the Project will meet a need for assistance in financing the facilities and activities of the Applicant, as an exempt person within the meaning of 29 Del. C. §5052(8), in order to contribute to the prosperity, health and general welfare of the citizens of Delaware.  Representative Lavelle made a motion that the Council recommend to Mr. Alan B. Levin, Chairperson of The Delaware Economic Development Authority, approval of an amount not to exceed Thirteen Million Dollars ($13,000,000.00), of revenue bonds, not guaranteed by the State, to be used for the Project; and that such approval will remain in effect through and including September 19, 2011.  Mr. Gilligan seconded the motion, which was then adopted by unanimous vote except for Senator Cook who abstained from voting due to a possible conflict of interest.

MySherpa – (“MySherpa” or the “Applicant”) – The Applicant is requesting a convertible loan in the amount of $30,000 and a grant in the amount of $25,000 from the Delaware Strategic Fund.  The Applicant proposes to use the funds to offset moving expenses and for fit out costs for its new, New Castle County, Delaware location (the “Project”). 
Mr. Stone presented this request to the Council.  He stated MySherpa was founded in 2001 by Mr. Greg Gurev and is currently located in Mendenhall, Pennsylvania.  He stated the Applicant wants to relocate to Newark, Delaware.  Mr. Stone stated DEDO has proposed financial assistance in the relocation of the company to Delaware which will bring the current employees to Delaware.  MySherpa anticipates creating seven new positions.

Mr. Bach stated that MySherpa has more than tripled its liquidity.  He stated the accounts receivable have almost doubled and liabilities have almost decreased by half.  He stated MySherpa is really doing a good job in using its technology to increase its sales.
Mr. Gurev stated this Project is significant for them.  He stated they are excited about moving to Delaware.

Mr. Riddle asked about the existing line of credit.  He indicated that usually when a client moves the location of the company, the existing credit bank is very interested.  He asked if MySherpa was going to keep its current line of credit.  Mr. Gurev stated that MySherpa was going to have to grow its line of credit and would like to use a Delaware bank for this Project.

Mr. Lubin asked if there were any public comments; there were none.

After duly considering, inter alia, the nature of the business, its competitive situation in Delaware, its location, the employment and other requirements under applicable statutory and regulatory provisions, the Council made the following findings: (i)  the Project will contribute to maintaining or providing gainful employment of the citizens of the State, (ii) the Project will serve a public purpose by contributing to the prosperity, health or general welfare of the State; (iii) the Project will require a capital investment of at least $10,000, which funds, including the loan proceeds, will be available or expended on the date on which The Delaware Economic Development Authority disburses the requested loan funds; (iv) the loan will effectuate the purposes of Chapter 50, Subchapter IV of Title 29 of the Delaware Code, and (v)  the Applicant is a financially responsible person to the extent required by statue and has not been convicted of a major labor law violation or other illegal conduct involving moral turpitude by any agency or court of the federal government or agency or court of any state in the two-year period immediately prior to the approval of the Applicant’s application for assistance, Mr. Riddle made a motion that the Council recommend to Mr. Alan B. Levin, Chairperson, The Delaware Economic Development Authority, approval of a loan in an amount not to exceed Thirty Thousand Dollars ($30,000) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the loan being converted to a grant based on the Applicant maintaining the ten jobs relocated from Pennsylvania to Delaware for a period of five years from the date of this Grant Agreement; and upon the approval remaining in effect through and including September 19, 2011.  Mr. Gilligan seconded the motion, which was then adopted by unanimous vote.

After duly considering, inter alia, the nature of the business, its competitive situation in Delaware, its location, the employment and other requirements under applicable statutory and regulatory provisions, the Council made the following findings: (i)  the Project will contribute to maintaining or providing gainful employment of the citizens of the State, (ii) the Project will serve a public purpose by contributing to the prosperity, health or general welfare of the State; (iii) the Project will require a capital investment of at least $10,000, which funds, including the loan proceeds, will be available or expended on the date on which The Delaware Economic Development Authority disburses the requested loan funds; (iv) the loan will effectuate the purposes of Chapter 50, Subchapter IV of Title 29 of the Delaware Code, and (v)  the Applicant is a financially responsible person to the extent required by statue and has not been convicted of a major labor law violation or other illegal conduct involving moral turpitude by any agency or court of the federal government or agency or court of any state in the two-year period immediately prior to the approval of the Applicant’s application for assistance, Mr. Riddle made a motion that the Council recommend to Mr. Alan B. Levin, Chairperson, The Delaware Economic Development Authority, approval of a grant in an amount not to exceed Twenty-Five Thousand Dollars ($25,000) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the creation of seven new jobs by the end of its second anniversary of commencing operations in Delaware, and upon the approval remaining in effect through and including September 19, 2011.  Mr. Gilligan seconded the motion, which was then adopted by unanimous vote.

WhiteOptics, LLC (“WhiteOptics” or the “Applicant”) – The Applicant is requesting a loan from the Delaware Strategic Fund in the amount of $100,000.  The Applicant proposes to use the funds for working capital to fulfill outstanding purchase orders in an effort to expand operations at its current site located at 18 Shea Way in Newark, Delaware (the “Project”).  WhiteOptics’ technology is white, diffuse, 97% reflective film that improves overall efficiency in fluorescent and LED light fixtures.
Ms. Cannon presented this request to the Council.   She stated that WhiteOptics is a great spin off company from DuPont.  
Mr. Sanders stated that WhiteOptics has been in Newark for a year and a half.  He stated the technology was developed by DuPont.  He stated they use this technology for LED lightening.  He stated that the objective today is to obtain approval for funding which is needed for working capital.
Mr. Sanders stated that in 2010, they have had a significant growth in sales.  They have received a $l.5 million grant from the Department of Energy which is to be used to develop next generation products.  He stated their product has been used in such places as the Pentagon, the World Trade Center 7, Maryland Chamber of Commerce, Duncan Building, etc.  He stated WhiteOptics will soon be seen in a large fast food chain.  He stated that the concern is that as they grow, they need to ensure available inventory.  Mr. Sanders stated that their biggest success story is with Home Depot.  He stated they would like to create twenty jobs in the next three to five years.   
Mr. Sanders stated they hope to have their line of credit with a Delaware bank.  He stated their cash flow projections are based on their goals for significant growth.  He stated they have lined up customers for this growth.  Mr. Sanders stated that the faster the company grows, the more cash they will need.  They are focused on the supply chain.  He stated they are very busy with growing customers.

Mr. Sanders stated that WhiteOptics buys the base material from DuPont, modifies it so it can go into metal, rips out guts of existing fixture and installs product.  This allows the customer to go from four lights to two lights with the same lighting with better energy.  This allows the customer to reduce its electricity usage.  Mr. Sanders stated there are funds available to companies to incentivize the use of these lights.

Mr. Sanders stated that WhiteOptics is positioned for the future.  He stated these lights come on instantly, last for twenty years, give off a better color and have better dimming.  He stated that if customers don’t use white optics they won’t be eligible for Energy Star certification.
Mrs. Cannon stated the LED lights are like spot lights – they can only do a direct light.  She stated that this product diffuses the light.

Mr. Riddle asked about the inventory.  Mr. Sanders stated they inventory a finished product and have a plentiful supply.  He stated they did not want to compete with OEMs directly.  Mr. Riddle asked about the level of receivables, and to whom White Optics extended credit.  Mr. Sanders stated there are five major lighting companies to whom they extend credit, including: Cooper Lighting, ALP Lighting, Cree and a few regional companies.  He indicated that they conduct careful credit checks on these customers.
Mr. Sears stated that it sounds like every commercial and federal building should have these lights right now, and asked about the White Optics’ sale force.  Mr. Teather stated they have 16 sales reps, but they need more.  Mr. Sears asked about WhiteOptics’ competition.  Mr. Sanders stated that they have no compeitition for the “retrofit” market which they fill.  Their main competition is new light fixtures.  He stated there is a German company that makes a similar product but it is not as effective as WhiteOptics.

Representative Lavelle wanted to make sure that the $100,000 approval today was contingent upon WhiteOptics obtaining a $300,000 line of credit.  Ms. Onorato stated that the DSF loan is essentially for working capital.  Mr. Sanders stated they are confident they will get the $300,000 line of credit.  It was asked if the product was branded trademark.  Mr. Sanders stated they trade mark WhiteOptics; DuPont sells this product in Asia.

Mr. Lubin asked if there were any public comments; there were none.

After duly considering, inter alia, the nature of the business, its competitive situation in Delaware, its location, the employment and other requirements under applicable statutory and regulatory provisions, the Council made the following findings: (i)  the Project will contribute to maintaining or providing gainful employment of the citizens of the State, (ii) the Project will serve a public purpose by contributing to the prosperity, health or general welfare of the State; (iii) the Project will require a capital investment of at least $10,000, which funds, including the loan proceeds, will be available or expended on the date on which The Delaware Economic Development Authority disburses the requested loan funds; (iv) the loan will effectuate the purposes of Chapter 50, Subchapter IV of Title 29 of the Delaware Code, and (v)  the Applicant is a financially responsible person to the extent required by statue and has not been convicted of a major labor law violation or other illegal conduct involving moral turpitude by any agency or court of the federal government or agency or court of any state in the two-year period immediately prior to the approval of the Applicant’s application for assistance, Mr. Sears made a motion that the Council recommend to Mr. Alan B. Levin, Chairperson, The Delaware Economic Development Authority, approval of a grant in an amount not to exceed One Hundred Thousand Dollars ($100,000) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the Applicant providing written proof of obtaining a $300,000 line of credit, and upon the approval remaining in effect through and including September 19, 2011.  Representative Lavelle seconded the motion, which was then adopted by unanimous vote.

Connecticut General Life Insurance Company D/B/A CIGNA (“CIGNA” or the “Applicant”) – The Applicant is requesting a grant in the amount of $2,365,238 from the Delaware Strategic Fund.  Proceeds of the grant will be allocated as follows: (i) $1,647,738 for the retention of 470 full-time employees at the Applicant’s Claymont facility; (ii) $517,500 to offset capital expenditures in the amount of $17,250,000; and (iii) $200,000 for the creation of 50 new jobs over the next three years (the “Project”).

Mrs. Whaley presented this request to the Council.  She stated that CIGNA is headquartered in Philadelphia but incorporated in Delaware.  She has been working with this Applicant in an effort to retain its presence in Delaware.  Currently there are 480 employees in Delaware of which 470 positions will be maintained.  She stated the proposed funding would be used for the retention of these jobs.

Mr. Dougherty stated that CIGNA is the fifth largest insurance company in the United States.  He stated the group in Wilmington specializes in the expatriate business which provides specialized healthcare and related insurance for nationals residing outside of their country with a passport.  He stated CIGNA is continuing to look for opportunities for growth.
Representative Lavelle asked if most of the 470 employees were from Delaware.  Mr. Dougherty stated that more than ninety percent of them were from the Claymont area.  He stated they would be moving from Naamans Road in Claymont to 300 Bellevue Parkway in the Bellevue Park Corporate Center in Wilmington.
Senator Cook asked if this use of funding was a new approach in retaining jobs.  Mr. Levin stated that DEDO is charged with both the retention and attraction of new jobs.  He stated that if CIGNA were to leave Delaware, it would result in the loss of 470 plus jobs.  This grant preserves those jobs and provides for the creation of up to an additional 50 new jobs.  He stated these are jobs that represent quality employment and a better future for Delaware.  He said we would rather have to pay for retention than lose the jobs.  He stated in the end, it is cheaper to retain jobs than to attract new jobs.
Mr. Dougherty stated the company looked at its Philadelphia building and the possibility of relocating the Delaware employees there, but the decision was made to stay in Delaware.

Senator Cook agreed that use of strategic funds for retention of jobs is appropriate, as well as helping the companies that are here.
Mr. Lubin asked if there were any public comments; there were none.

After duly considering, inter alia, the nature of the business, its competitive situation in Delaware, its location, the employment and other requirements under applicable statutory and regulatory provisions, the Council made the following findings: (i)  the Project will contribute to maintaining or providing gainful employment of the citizens of the State, (ii) the Project will serve a public purpose by contributing to the prosperity, health or general welfare of the State; (iii) the Project will require a capital investment of at least $10,000, which funds, including the loan proceeds, will be available or expended on the date on which The Delaware Economic Development Authority disburses the requested loan funds; (iv) the loan will effectuate the purposes of Chapter 50, Subchapter IV of Title 29 of the Delaware Code, and (v)  the Applicant is a financially responsible person to the extent required by statue and has not been convicted of a major labor law violation or other illegal conduct involving moral turpitude by any agency or court of the federal government or agency or court of any state in the two-year period immediately prior to the approval of the Applicant’s application for assistance, Representative Lavelle made a motion that the Council recommend to Mr. Alan B. Levin, Chairperson, The Delaware Economic Development Authority, approval of a grant in an amount not to exceed Two Million Three Hundred Sixty-Five Thousand Two Hundred Thirty-Eight Dollars ($2,365,238) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the retention of 470 employees through yearend 2017 and create an additional fifty positions by year end 2015 which must also be maintained through yearend 2017, and upon the approval remaining in effect through and including September 19, 2011.  Senator Cook seconded the motion, which was then adopted by unanimous vote.

Delaware Economic Development Office (“DEDO”) – Operating Expenses – DEDO is requesting a grant from the Delaware Strategic Fund in the amount of $445,900.  DEDO proposes to use the funds for the general operating expenses of the Delaware Economic Development Office.

Mr. Smith stated that the current process for funding DEDO’s operating expenses has been in place since 2003.  Traditionally, the State’s Budget Bill dictated that the interest income from the Delaware Strategic Fund would be used to fund specific projects.  The first “bucket” was to fund the general operating expenses of DEDO; the second “bucket” was to fund the general operating expenses of the Small Business Development Center; and the third “bucket” was to fund the Delaware Business Marketing Program within The Delaware Economic Development Authority.  Previously, there was an additional “bucket” for DEDO’s international offices which is no longer being funded.

Mr. Smith stated that in the past the State was realizing much more interest earnings.  However, with the current economy situation, the interest earnings have decreased dramatically.  DEDO is now in a situation where there aren’t sufficient funds to cover even the first “bucket”.  He stated that in June 2010, the interest earnings were approximately $20,000 which would amount to approximately $240,000 a year.  Mr. Smith emphasized that these requested funds would be used up front but as the interest earnings accumulated, they would go into the DSF and that number would be subtracted from the principal amount taken out up front for the three “buckets”.  

Mr. Lubin stated that the entire amount of funds needed would be taken out at one time, up front, instead of monthly.  Mr. Gillian questioned the interest earnings of the DSF.  Mr. Smith stated that the interest earned from the DSF loans does go back into the DSF.  But he reminded the Council that there are more grants than loans and some loans are zero percent interest or have low interest rates, etc.  Mr. Lubin asked for the staff to provide the Council members with a reporting on what’s going in and what’s going out of the DSF.  Mr. Riddle asked the staff to provide historical figures if possible. 

Senator Cook reminded the Council that DEDO cannot spend more money than what was approved by the General Assembly.  As the interest rate on earnings gets better, the amount actually needed from the DSF will lessen.

Mrs. Johnson wanted to make the Council aware that DEDO did not fund her salary and that DEDO was one of her two clients.

Mr. Lubin asked if there were any public comments; there were none.

After duly considering, inter alia, the nature of the business, its competitive situation in Delaware, its location, the employment and other requirements under applicable statutory and regulatory provisions, the Council made the following findings: (i) based solely on the information supplied by the Applicant and the representations that it has made, the Applicant is an organization described in Section 501(c)(3) of the Internal Revenue Code of 1986 (the “Code”) and will use no portion of the Grant funds in an “unrelated trade or business,” as defined in Section 513 of the Code; accordingly, the Applicant is an “exempt person” within the meaning of 29 Del. C. § 5052(7); (ii) the Grant and the Project will effectuate the financing of facilities and activities of an exempt person in order to contribute to the prosperity, health or general welfare of the citizens of the State.   Senator Cook made a motion that the Council recommend to Mr. Alan B. Levin,  Chairperson, The Delaware Economic Development Authority, approval of a grant in an amount not to exceed Four Hundred Forty-Five Thousand Nine Hundred Dollars ($445,900) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the stipulation that before any funds are distributed from the Delaware Strategic Fund for General Operating Expenses of the Delaware Economic Development Office, the interest earnings from the Strategic Fund will be applied and upon the approval for the grant remaining in effect through and including September 19, 2011.  Representative Lavelle seconded the motion, which was then adopted by unanimous vote.

Representative Lavelle also stated that it is recognized that this process is not an ideal situation and that maybe the Council can look at it in the future to see if there could be changes.
Delaware Economic Development Office (“DEDO”) - Marketing Plan – DEDO is requesting a grant from the Delaware Strategic Fund in the amount of $300,000.  It proposes to use the funds to continue the Delaware Business Marketing Program.

Mrs. Smith presented this request to the Council.  She stated that the Marketing Plan supports the state’s new initiatives, business finder’s fee; lift program, etc. and is a way to get the “message” out to businesses.  She stated DEDO supports various conferences and summits, depending on the audience it needs to retain.  Mrs. Smith stated DEDO needs to educate the audience on how to retain and create jobs.  She stated DEDO works with other agencies to promote Delaware.
Mr. Riddle asked if this was the “Strategic Plan”.  Mr. Smith stated that the “Strategic Plan” is funded by the EDA.

Mr. Lubin stated that the Marketing Group has taken over a lot more duties since the new administration came in.  There have been efforts to do minority, BRAC conferences and a ton of outreach.

Mr. Lubin asked if there were any public comments; there were none.

After duly considering, inter alia, the nature of the business, its competitive situation in Delaware, its location, the employment and other requirements under applicable statutory and regulatory provisions, the Council made the following findings: (i) based solely on the information supplied by the Applicant and the representations that it has made, the Applicant is an organization described in Section 501(c)(3) of the Internal Revenue Code of 1986 (the “Code”) and will use no portion of the Grant funds in an “unrelated trade or business,” as defined in Section 513 of the Code; accordingly, the Applicant is an “exempt person” within the meaning of 29 Del. C. § 5052(7); (ii) the Grant and the Project will effectuate the financing of facilities and activities of an exempt person in order to contribute to the prosperity, health or general welfare of the citizens of the State.   Mr. Gilligan made a motion that the Council recommend to Mr. Alan B. Levin,  Chairperson, The Delaware Economic Development Authority, approval of a grant in an amount not to exceed Three Hundred Thousand Dollars ($300,000) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the stipulation that before any funds are distributed from the Delaware Strategic Fund to the Marketing and Communications Department of the Delaware Economic Development Office, the interest earnings from the Strategic Fund will be applied and upon the approval for the grant remaining in effect through and including September 19, 2011.  Senator Cook seconded the motion, which was then adopted by unanimous vote.

Executive Session -  Mr. Sears made a motion that the Council go into executive session to discuss confidential and privileged commercial and financial information in accordance with 29 Del. C. §10004(b)(2).  The motion was seconded by Mr. Gilligan, which was then adopted by unanimous vote.

Mr. Sears made a motion that the Council go out of executive session.  The motion was seconded by Mr. Gilligan which was then adopted by unanimous vote.

ADJOURNMENT

The meeting adjourned at 11:05 a.m.

Respectfully submitted,

Lee Porter, Secretary

LKP

cc:  Members of the Council on Development Finance

      Director Alan Levin

      Ann Marie Johnson, Esquire

The next CDF meeting is scheduled for Monday, October 25, at 9:00 A.M. in the large conference room at the State’s Rest Area in Smyrna, Delaware.
