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COUNCIL ON DEVELOPMENT FINANCE

May 24, 2010
PUBLIC HEARING 361
THOSE PRESENT:

Mr. Andy Lubin, Chairperson



Mr. Gary Smith
Mr. Tom Gilligan




Mr. Stephen Bach

Honorable Greg Lavelle



Ms. Rachael Onorato

Mr. Jack Riddle




Mrs. Lee Porter

Mrs. Richelle Vible




Ann Marie Johnson, Deputy








     Attorney General

ALSO PRESENT:  AlphaSense, Inc. – Mr. Pencheng Lv; Dover Station, LLC – Mr. David Bull, Mr. Jason Sunde and Mr. Gregg Crystall with BrightFields, Inc.; Coastal Brewing – Mr. Garry Williams and Mr. Randy Slaughter

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, May 24, 2010.

OLD BUSINESS:

Mr. Gilligan made a motion that the minutes of the April 26, 2010 Council on Development Finance meeting be approved as presented.  Mr. Riddle seconded the motion which was then adopted by unanimous vote.

NEW BUSINESS:

AlphaSense, Inc. (“AlphaSense” or the “Applicant”) – The Applicant is requesting two matching grants of $50,000 each from the Delaware Strategic Fund under the Delaware Technical Innovation Program.  AlphaSense will use the funds as a bridge grant while transitioning two separate military based projects to SBIR/STTR Phase II research.

Mr. Bach presented this request to the Council.  Mr. Lv stated that Alpha Sense was founded in 2007.  He stated they have moved to a new location at 470 Century Boulevard in Wilmington, Delaware.

The Applicant is requesting a matching grant of $50,000 from the Delaware Strategic Fund under the Delaware Technical Innovation/SBIR Program.  Phase I of this project was for the development of a miniaturized sensor to be integrated in the manufacture of plastic bonded explosives for military applications.  Phase II of this project includes increasing the sensitivity, dynamic range, and reliability of the sensor and implementing a miniature, low cost and fully integrated sensor system for online measurements of actual plastic bonded explosives (the “Army Project”).
Mr. Lv stated this sensor will give results immediately.  He stated that the Army has a very special need and wants AlphaSense to develop this sensor that is small enough yet capable of being integrated with the plastic bonded explosive (PBX) manufacturing processes.  He stated the existing equipment can only measure one of the several quantities required where this new sensor will be able to measure three.  Mr. Lv stated that the Project is under contract negotiations but the Phase II award has not been received. 

The Applicant is also requesting a matching grant of $50,000 from the Delaware Strategic Fund under the Delaware Technical Innovation/STTR Program.  Phase I of this project involved the development of a sensor that assesses marine aluminum alloys’ degree of corrosion by proving the feasibility of their novel technique and by identifying methods by which the sensor’s sensitivity can be enhanced/accuracy can be increased.  Phase II of this project includes implementing methods optimizing the sensor’s sensitivity and dynamic range, developing a “beta” version of their sensor that’s relatively inexpensive, compact, portable and field testable, and test it and devising prediction models for remaining service time and crack growth (in boat structure) using three methods, and creating  low-cost, handheld sensor (the “Navy Project”).   

Mr. Bach reminded the Council that AlphaSense received a $50,000 SBIR grant a few months ago.  He stated that funding these two requests would still be in line with DEDO’s policy regarding the number of grants allowable per project.

Mr. Sears asked about the commercial applications for these products.  Mr. Lv stated that both products have commercial applications.  The Navy Project can be used by aluminum boat builders and repair shops and a few other Navy initiatives.  The Army Project can also be used by chemical and pharmaceutical companies for online process monitoring.    Mr. Lv stated there have already been conversations with AstraZeneca.

Mr. Gilligan asked if the Applicant was hiring two people for each project or a total of two people.  Mr. Lv stated it would be two different people in two different fields for each project.  He stated that they will actually have four people that work on a contract basis.  He stated one person is from the DuPont Company and the other three are graduating from the University of Delaware.
Mr. Riddle asked the dollar amount of each proposal.  Mr. Lv stated that the Army Project was $730,000 for two months duration and the Navy Project was $500,000 for eighteen months duration.  Mr. Lv stated that AlphaSense also has a subcontractor from Penn State University which is approximately $350,000.

Mr. Lubin asked if there were any public comments on the Army Project; there were none.

After duly considering, inter alia, the nature of the business, that the Applicant is a “small business” within the meaning of 29 Del. C. §5035 (b)(3), that the Applicant has won a Phase I award in the Federal SBIR Program, that the Applicant has submitted a proposal for a Phase II SBIR award but has not yet received such award, that the Applicant’s principal place of business will be located in the State of Delaware; and that the research to be conducted will benefit the Delaware economy, and other requirements under applicable statutory and regulatory provisions, Representative Lavelle made a motion that the Council recommend to Mr. Alan Levin, Chairperson of The Delaware Economic Development Authority, approval of a grant in an amount not to exceed Fifty Thousand Dollars ($50,000) to be disbursed from the Delaware Technical Innovation Program (“DTIP”), to be used for the Army Project, contingent upon the approval remaining in effect through and including May 23, 2011.  Mrs. Vible seconded the motion, which was then adopted by unanimous vote. 

Mr. Lubin asked if there were any public comments on the Navy Project; there were none.

After duly considering, inter alia, the nature of the business, that the Applicant is a “small business” within the meaning of 29 Del. C. §5035 (b)(3), that the Applicant has won a Phase I award in the Federal STTR Program, that the Applicant has submitted a proposal for a Phase II STTR award but has not yet received such award, that the Applicant’s principal place of business will be located in the State of Delaware; and that the research to be conducted will benefit the Delaware economy, and other requirements under applicable statutory and regulatory provisions, Representative Lavelle made a motion that the Council recommend to Mr. Alan Levin, Chairperson of The Delaware Economic Development Authority, approval of a grant in an amount not to exceed Fifty Thousand Dollars ($50,000) to be disbursed from the Delaware Technical Innovation Program (“DTIP”), to be used for the Navy Project, contingent upon the approval remaining in effect through and including May 23, 2011.  Mr. Gilligan seconded the motion, which was then adopted by unanimous vote. 

Dover Station, LLC (“Dover Station” or the “Applicant”) - The Applicant is requesting a matching grant in the amount of $45,261 from the Delaware Strategic Fund under the Brownfields Assistance program.  The Applicant proposes to use the proceeds for the redevelopment of approximately 2.6 acres located at 645 West North Street in Dover, Delaware, formerly known as the Dover Ice Plant site (the “Project”).  

Ms. Onorato presented this request to the Council. Mr. Crystall stated that in collaboration with Dover Station, BrightFields is here today for this Project.  He stated the cleanup has been done and it is now a successful daycare facility known as Kids, Inc.  He stated there are sixty children there with 16-18 teachers and administration.

Mr. Sunde stated that the underground storage tanks have been dug up and remedial action has been taken.  He stated that in the core borings, there were several compounds found that were in excess of DNREC’s regulation of allowable standards.  They found traces of arsenic and also an above ground oil tank which had leaked.  He stated they are now coming out of remedial investigation.  Mr. Sunde stated that the remediation included removing oil contaminants and during the construction of the daycare facility, the site was capped.  Mr. Sunde stated that during the demolition of the ice building, there was a very large amount of asbestos in the pipes and the cork flooring.  This particular flooring helped keep the ice frozen but that caused additional costs to be incurred.

Mr. Bull stated that Dover Station has improved the site and there is a 20,000 square foot lease-ready building.  He is hoping that the market will improve and hopes to start that project soon.
Representative Lavelle asked about the kind of expenses that could be reimbursable.  Mr. Smith stated that once a project is identified as a Brownfield site, a company can work with DNREC and DEDO’s Brownfield assistance program.  Mr. Smith stated there is a policy in place identifying reimbursable expenses and the amount of reimbursement allowable.

Mr. Crystall stated that BrightFields had questioned about waiting until the second office building was done before requesting this assistance but after talking with Dover Station, it was decided to go ahead with the first part of the Project.  Mr. Smith reiterated that because there is only one reimbursement per project, if there are future expenses incurred, Dover Station is prohibited from seeking future reimbursement for this specific Project.  Mr. Crystall stated that Dover Station is undertaking the other costs that will be incurred on this Project.

Mr. Riddle asked if this completed the clean up.  Mr. Crystall stated that it is on hold until further development.

Mr. Lubin asked if the tanks that had been removed were registered.  Mr. Sunde stated they were removed but were not registered.  
Mr. Lubin asked if there were any public comments; there were none.

After duly considering, inter alia, the nature of the business, that Dover Station, LLC is a “certified Brownfield” within the meaning of 29 Del. C. §5028(4) and 1 Del. Admin. C. §402-3.0 and 19.0, the Council made the following findings: (i)  the Project will contribute to the creation or retention of gainful employment of the citizens of the State, and will reduce pollution of the State’s environment; (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 grant proceeds, will be available or expended on the date on which The Delaware Economic Development Authority disburses the requested grant funds; (iv) the Applicant is a financially responsible person to the extent required by statute 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, and (v) the Grant will effectuate the purposes of Chapter 50, Subchapter IV of Title 29 of the Delaware Code.   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 Forty-Five Thousand Two Hundred Sixty-One Dollars ($45,261.00) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the Applicant submitting a detailed list of expenditures prior to the release of the funds and upon the approval remaining in effect through and including May 23, 2011.  Mr. Gilligan seconded the motion, which was then unanimously approved.

Coastal Brewing Co. (“Coastal” or the “Applicant”) -  In 2009, Coastal Brewing received a $500,000 loan through the Delaware Strategic Fund.  The funds were used for improvements to an existing industrial building and for the expansion of its current operations located in Dover, Delaware.  The structure of the loan was interest only payments for the first year followed by interest and principal payments for the remainder of the loan’s three year term.  Today, the Applicant is requesting an amendment to the current loan agreements.

Mr. Bach stated that prior to the closing of the loan; Coastal was required to secure some third party financing which was through M&T Bank.

Mr. Williams stated the loan was closed in June of 2009.  He stated it has been a challenging last several months and they have moved all of the brewing operations to Dover, Delaware.  He stated in 2007, Old Dominion and Fordham Brewing consolidated under Coastal Brewing and that in late 2008, the decision was made to consolidate all brewing operations into the Dover operation.  He stated they had a few permitting issues in the beginning but they have been resolved.  He stated they started out in a 15,000 square foot facility and wanted to add a 4,000 expansion.  Mr. Williams stated that with the Ashburn facility closing, it tripled the volume in Dover.  He stated that over the course of the last 15 months, they have encountered bad weather, permitting issues and construction delays.  However, they were able to start all brewing in Dover last June.  He stated they finally begun to realize the efficiencies they expected to have.  He stated on the construction phase, they got their Certificate of Occupancy last week.  Mr. Williams stated they still have to make some capital expenditures and they need to put in a new flow meter which is required by the County.
Mr. Riddle asked what M&T provided?   Mr. Williams stated there is a loan and some of the managing partners have added capital.
Mrs. Vible asked how the craft brewing industry was doing.  Mr. Williams stated that the craft beers are growing in the double digits.  He stated that there is a negative trend on Bud Light and the imports had a negative year last year.  Mr. Williams stated that there has been a whole change in consumer idiographics.  He stated that a new brand can be created at will.  The one they have recently come up with is a “starter” beer.  
Mr. Lubin asked if there were any public comments; there were none.

After consideration, Mr. Gilligan made a motion that the Council recommend to Mr. Alan B. Levin, Chairperson, The Delaware Economic Development Authority, approval of the Applicant’s request that the interest only potion of the $500,000 Delaware Strategic Fund Loan dated June 25, 2009, be extended for a period of nine (9) months, from July 1, 2010 to April 1, 2011, and an extension of the maturity of the loan from June 1, 2012 to March 1, 2013.  Mrs. Vible seconded the motion, which was then adopted by unanimous vote.

ADJOURNMENT

The meeting adjourned at 10:00 a.m.

Respectfully submitted,

Lee Porter, Secretary

LKP

cc:  Members of the Council on Development Finance

      Director Alan Levin

      Ann Marie Johnson, Deputy Attorney General

The next CDF meeting is scheduled for Monday, June 28, 2010, at 9:00 A.M. at Buena Vista in New Castle, Delaware.

