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COUNCIL ON DEVELOPMENT FINANCE

May 1, 2006

PUBLIC HEARING 324

THOSE PRESENT:

Mr. Andy Lubin, Chairperson



Ms. Karley Barnes

Mr. Tom Gilligan




Mrs. Lee Porter

Mr. Fred Sears





John S. McDaniel, Esquire

Representative Roger Roy





Ms. Richelle Vible






ALSO PRESENT:  Representing Dogfish Head Craft Brewery, Inc. – Mr. Nicholas Benz 
LOCATION:  Buena Vista, 661 South DuPont Highway, New Castle, Delaware 
TIME:  10:00 A.M.

CALL TO ORDER 

The meeting was called to order at 10:20 A.M. by Mr. Lubin, Chairperson, on Monday, May 1, 2006.

OLD BUSINESS:

Ms. Barnes informed the Council about the upcoming Bond Bill hearing and extended an invitation to the members.  She said she would distribute copies of the presentation to the members at the next CDF meeting.

Project Status Reports – Copies of the updated Project Status Report containing the additional employment information requested by the members was distributed.  Ms. Barnes explained DEDO’s various reports.  At the request of the Council, the Cash Management Reports will be submitted to the members at the next CDF meeting.
Dogfish Head Craft Brewery, Inc. (“Dogfish” or the “Applicant”) – At the April 24, 2006 Council on Development Finance meeting, Dogfish requested an amendment to the terms of the current loan documents for a $927,550 Competitiveness Fund loan that Dogfish currently has with DEDO. The loan, which closed on December 17, 2004, was at LIBOR with a fixed monthly principal payment of $7,730.  The term of the loan is five years with a ten year amortization schedule and, therefore, a balloon payment is due with the final payment in December of 2009.  The loan was guaranteed by Samuel and Mariah Calagione.  The loan was done in conjunction with Citizens Bank as part of a whole total restructuring of Dogfish Head’s business from Wilmington Trust to Citizens Bank (“Citizens”).  At that meeting, the Council decided to defer action until additional information could be reviewed.
Mr. Benz stated that after the April 24, 2006 Council meeting, Dogfish did receive a commitment from Pintail to hold a $l.5 million unsecured deferral out of the total project.  Pintail would receive interest from now until the end of the deferral which is anticipated to be a two year period from the date of settlement.  The principal deferral will actually be until the time it is determined that Dogfish could absorb the $l.5 debt.  This will be based on a review of the financials.  Therefore, the first opportunity would be when the year end numbers are available which would be most likely in March 2008.  Mr. Benz stated that subsequently, Dogfish has had changes with Citizens which would also have the end of the deferral at the end of 2008.
DEDO’s balloon payment would be made in December 2009.  It was stated that the balloon payment includes the 18 month principal deferment.  Mr. Gilligan stated that even though DEDO is subordinated behind Citizens, Citizens’ maturity is before DEDO’s.  Citizen’s loan has a five year term with a seven year amortization.  DEDO has a five year term with a ten year amortization.  Pintail’s pay out is when the 2008 numbers are available and when they reveal that Dogfish can absorb the debt.  If it is shown that Dogfish cannot absorb the debt at the end of 2008, the Pintail loan will remain interest deferred and will be reviewed on a quarterly basis until the numbers show that it can absorb the debt.
Mr. McDaniel stated that it was his understanding that the financial covenant difficulty is due to Dogfish Brewery  paying for additional rent space.  
Mr. Benz stated that the pro forma statements are based on everything not going in the right direction.  However, Mr. Benz stated that there are a lot of things that can go in the right direction.  He stated the pro formas are conservative.  He believes there are several things that can help Dogfish achieve its goal earlier.  They plan on having the brew house on line in September of this year.

Mr. Benz stated Dogfish is in the middle of an equipment loan and has made purchases.  They have increased their selling capacity but unfortunately they can’t use it because they don’t have the equipment to produce it fast enough.  He stated they have to cut every order because they don’t have enough capacity and that’s where the demand comes from.  He stated they would not know their saturation mark until they start filling at their capacity.
Mr. McDaniel stated that DEDO will be taking a larger financial risk.  Pintail is unsecured, Citizens and DEDO are secured.  Mrs. Vible stated that what is different from today and last week’s meeting is that the secured debt has been reduced by $1.5 million.

Mr. Sears asked who this would be distributed through.  It is now called United.   It grew by 7 l/2 percent last year and 9 percent this year.  Mr. Gilligan stated that he would like the guarantors to be in line with Citizens.  Mr. McDaniel stated there would be a leasehold mortgage from Dogfish Head Craft Breweries on the lease hold it will lease.
After considering the information presented, Mr. Sears made a motion that the Council recommend to Mrs. Judy Ann Cherry, Chairperson, The Delaware Economic Development Authority, approval of Dogfish’s request to amend the terms of the current loan documents for its $927,550 Competitiveness Fund loan by deferring principal payments on the existing loan for 18 months and having interest only payments during that time period with the deferred principal being included as part of the balloon payment at the end of the loan, contingent upon a security position satisfactory to the Authority.  Mr. Gilligan seconded the motion, which was then adopted by unanimous vote except for Mrs. Vible who abstained from voting.

ADJOURNMENT:    The meeting was adjourned at 11:00 A.M.






Respectfully submitted,






Lee Porter, Secretary

 LKP

cc:  Members of the Council on Development Finance

      Mrs. Judy Ann Cherry

      John S. McDaniel, Esquire

The next CDF meeting is scheduled for Monday, May 22, 2006 at 9:00 A.M. at DEDO’s Dover office.

