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COUNCIL ON DEVELOPMENT FINANCE

April 27, 2015
PUBLIC HEARING 410
THOSE PRESENT:

Mr. Andy Lubin, Chairperson



Director Alan Levin

Senator Brian Bushweller



Mrs. Rachael Mears

Senator Nancy Cook




Mrs. Cassie Porter
Mr. Tarik Haskins




Mr. Jimmy Pennewell


Mr. Jack Riddle




Mrs. Lee Porter

Richard Rowland




Mrs. Jodie Green
Mr. Fred Sears





Lawrence Lewis, DAG







Mrs. Bernice Whaley







Mrs. Barb DeHaven

Ms. Patty Cannon

Mr. Peter Bothum

ALSO PRESENT:  Advanced Materials Technology, Inc. – Mr. Timothy J. Langlois; Wells Fargo Bank, National Association – Mr. Jeff Marks and Mr. Eric Dantzler; Zip Code Wilmington, LLC – Mr. Jim Stewart; Zacros America, Inc. – Mr. Maurice LeCompte; Ms. Lindsay Lewis, OMB; Ms. Courtney Stewart, Office of the Controller General; Ms. Christine Milligan, Delaware Business Times; and Mr. Kimoko Harris, 1.L.A. 
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 9:00 A.M. by Chairman Lubin, on Monday, April 27, 2015.   

OLD BUSINESS:

Mr. Rowland made a motion that the minutes of the January 26, 2015, Council on Development Finance meeting be approved as presented. Mr. Sears seconded the motion which was then adopted by unanimous vote. 

NEW BUSINESS:

Advanced Materials Technology, Inc. (“AMT” or the “Applicant”) – The Applicant is requesting a $50,000 grant from the Delaware Strategic Fund under the Delaware Technical Innovation Program.  Having applied for a Federal Phase II SBIR grant, this assistance would help the Applicant maintain staff and continue its research pending Phase II approval.  This business is located in Wilmington, Delaware (the “Project”).  

Mrs. Barb DeHaven presented this request to the Council.  She stated that AMT is located in northern Wilmington and has 21 full-time and 4 part-time employees.  She stated that the current facility has approximately 14,000 square feet of lab space and approximately 1,000 square feet of office space.  Mrs. DeHaven stated that this is a core business in which Delaware has strength.  She stated that the product is used in pharmaceutical businesses, industrial operations, biotechnology, food and beverage and chemical businesses.

Mrs. DeHaven stated that AMT is one of the leaders in the separation of mixtures of molecules.  She stated that this is core shell technology.  She added that AMT is ready to take its technology to the next step.  Mrs. DeHaven stated that AMT will deliver new materials, more jobs, and more business while keeping some high technology and research and development in Delaware.

Mr. Langlois stated that AMT makes High Performance Liquid Chromatography (HPLC) columns which are used in various industries.  AMT also makes the silicone that goes inside the columns.  He stated that the present technology allows them to use specific particles for FBI SEM high energy which cuts particles and shows you the inside of them.  He stated that they currently use round columns.  Mr. Langlois stated that AMT is now suggesting that they use spherocylinders which they feel will improve performance.

Mr. Langlois stated that as of May 1, AMT will have been in the current building for ten years.  He stated that HPLC is the third most common analytical method.  He added that you will actually see this method on the television show CSI when they are working with DNA samples.  He stated that HPLC works similar to that where the column is put on a sophisticated pump to run the separation.  Mr. Langlois stated that the target market can be from EPA water treatment applications to sophisticated pharmaceutical applications.  

Mr. Langlois stated that AMT has had two Phase II projects in the past with NIH and it is hoping that this will be the third Phase II.

Mr. Sears asked about the $6,000,000 of sales – if AMT was international.  Mr. Langlois stated that AMT has strategic relationships with other companies and under the HALO Brand, the unique products are sold one third throughout the United States and the other two thirds are with other countries.  He added that AMT does not have any sales as of yet; it is just getting into the market.
Mr. Riddle asked about the debt restructure regarding a judgment against AMT.  Mr. Langlois stated that he and his business partners left Agilent Technologies, Inc. and there was a litigation which was settled; so that debt was restructured.
Mrs. DeHaven stated that AMT has received its Phase I grant from the NIH program and staff favorably recommends approval of a $50,000 Delaware Technical Innovation Program (DTIP) grant to be used towards AMT continuing its operations as it waits for Phase II funding.  

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

Motion Made By:
Mr. Sears 
           

Seconded By:
        
Mr. Riddle



MOTION:
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, the Council shall recommend to Director 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 Project, contingent upon the approval remaining in effect through and including April 26, 2016.

Approved by Vote of 7 to 0.

Wells Fargo Bank, National Association (“Wells Fargo” or the “Applicant”) – The Applicant is requesting a Delaware Strategic Fund performance grant in an amount not to exceed $1,325,025 and a Strategic Fund capital expenditure grant not to exceed $60,000.  The Applicant proposes to use the funds to help off-set costs associated with relocating and creating new employment opportunities in New Castle County, Delaware (the “Project”).  

Ms. Cannon presented this request to the Council.  She stated that Wells Fargo anticipates relocating 80 positions to Delaware and creating 100 new full-time permanent jobs in Delaware by December 31, 2018.  She added that Wells Fargo has demonstrated financial stability and strong corporate citizenship. Ms. Cannon stated that Wells Fargo was reported as the 11th Most Respected Company in the World (2014) by Barron’s and the 8th Biggest Public Company in the World in 2014 by Forbes (based on sales, profits, assets and market value). 

Mrs. Cassie Porter stated that Wells Fargo’s most recent annual financial statements which are included in its most recent 10-K, for the years ending December 31, 2013 and 2014 were reviewed.  She stated that loans comprised the largest component of total assets in both 2013 and 2014.  She stated that total liabilities increased from $l.43 trillion to $l.5 trillion in 2014.  Mrs. Porter stated that Wells Fargo reported total revenues of $83.8 billion in 2013 and $84.3 billion in 2014.  She added that Wells Fargo has two main components of revenue; net interest income and noninterest income.  She stated that the expenses increased from salary increases.
Senator Bushweller asked if Mr. Marks could tell the Council some reasons why Wells Fargo chose to move eighty jobs to Delaware and create one hundred more - what was it about Delaware that helped them make that decision.
Mr. Marks stated that Wells Fargo has a vast portfolio across the country and that there were many considerations that influenced this decision.  He stated that Wells Fargo felt Delaware had the right mix of real estate, it felt good about the talent in Delaware and that Delaware was the right place at the right time.  He added that the incentive was a material factor.  He stated that when they considered other options on where to do business, the incentive closed the cost gap for Wells Fargo and they feel they have made the right choice.  Mr. Marks stated that Wells Fargo is looking beyond the current workforce; looking forward twenty-five years.  He stated that Wilmington is strong in marketing talent and they are excited about that.  He added that one thing that Wells Fargo is going to offer is many different job levels.  He added that someone can come in as an entry level employee and have it grow into a senior level position through marketing, operations, and/or analytics.  He stated that when someone comes to Wells Fargo, they can come for a career, not just a job.

Mr. Sears asked about the current employees in Chester, Pennsylvania and asked if they would be commuting.  Mr. Marks stated that some will and some will not and that they will find other job opportunities for those that will not be coming to Delaware.  Director Levin stated that Mr. Marks does reside in Delaware.

Ms. Cannon stated that the Staff favorably recommends a Strategic Fund Performance grant in the amount of $1,325,025 for the relocation of 80 new full-time Delaware positions and the creation of 100 new full-time Delaware positions by December 31, 2018 along with a Capital expenditure grant in the amount of up to $60,000 for a total grant of up to $1,385,025.  
Chairman Lubin asked if there were any public comments; there were none.

Motion Made By:
Mr. Rowland
Seconded By:

Mr. Haskins
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 grant proceeds, will be available or expended on the date on which The Delaware Economic Development Authority disburses the requested grant funds; (iv) the grant 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 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, the Council shall recommend to Mr. Alan B. Levin, Chairperson, The Delaware Economic Development Authority, approval of a  Performance grant in an amount not to exceed One Million Three Hundred Twenty-Five Thousand Twenty-Five Dollars ($1,325,025) and a Capital Expenditure grant in an amount not to exceed Sixty Thousand Dollars ($60,000), to be disbursed from the Delaware Strategic Fund for the Project, contingent upon the approval remaining in effect through and including April 26, 2016.

Approved By Vote of 7 to 0.

Zip Code Wilmington, LLC (“Zip Code” or the “Applicant”) – The Applicant is requesting a Delaware Strategic Fund performance grant in an amount not to exceed $250,000. The Applicant proposes to use the funds to help off-set costs associated with training its students for employment opportunities in New Castle County, Delaware (the “Project”).  

Ms. Cannon presented this request to the Council.  Ms. Cannon stated that Zip Code is an IT training school designed to train non-technical people to fill computer coding jobs.  She stated that the requested funds would be used to support cash flow as the training school is launched.  She also added that when the requested funds are combined with other funding sources, it will also serve as seed funding that will attract additional investment.

Ms. Cannon stated that she had recently attended a workshop demonstrating the coding process which was very informative.  She stated that it had taken two hours to find the right sequence on one project and that it taught her how critical coding is.  She added that she also learned that there are very few people who know how to code.
Mr. Pennewell stated that Zip Code had submitted projections for the years 2015 through 2018 as the company has no historical financial information.  He stated that Zip Code projects to have two revenue streams – student tuition and apprenticeship revenue.  He added that the apprenticeship revenue will come from the company’s corporate partners in the apprenticeship program which lasts six months per student.  He stated that the corporate partners will pay Zip Code directly.  He stated that revenue for 2016 is projected to  be $1,268,160 of which $1,012,160 will come from the apprenticeship program with the remaining $256,000 coming from student tuition.  Mr. Pennewell stated that expenses for 2015 are expected to be $898,026 of which 49% of those expenses will be for personnel costs.  He added that in 2015, Zip Code expects to have an operating loss in the amount of ($802,026) creating a net profit margin of (835%).  He added that with an initial cash injection of $1,200,000 - $1,500,000 from its capital raise, it should end the year in a positive cash position.  Mr. Pennewell stated that Zip Code has set a capital raise goal of $2,450,000 of which the initial $1,200,000 - $1,500,000 will be utilized in the startup phase. He stated that the capital raise is critical for its ability to begin operations as planned in the fall of 2015.

Mr. Stewart stated that he and Mr. Charlie McDowell have been thinking about doing a project like this for the last several months.  He added that there are a lot of coding jobs in Wilmington that are not being filled and that with Astra Zeneca, it could be even more.  He stated that CSC is hiring many coders currently.  Mr. Stewart stated that his mission is to start a coding school.  He stated that there are hundreds of jobs in the market that cannot be filled.  He added that the salary for these jobs are approximately $55,000 a year and increase rather quickly.  Mr. Stewart added that he is not interested in doing this project unless they actually graduate people.  He stated that they would hire contractors to do the training and after six months they will have 100 plus graduates a year.  He stated that the graduates would mostly be in programming but would move on to dot net program and other languages that are in demand.
Mr. Rowland stated that it was his understanding that at full capacity there would be two classes for each of the three cycles a year with 20 students in each class and with two instructors for a total of 120 graduates per year. 
Mr. Riddle asked about the teaching environment.  Mr. Stewart stated that there are others schools around the country which they have visited and talked with regarding coding.  He stated that he saw a situation where two people could be working on the same project and that there was an open classroom atmosphere.  Mr. Riddle asked what type of person would be most likely to want this type of a career.  Mr. Stewart stated that most of these people would be people looking for a career change, would have a liberal arts degree, and maybe sitting in a call center somewhere.  Ms. Cannon stated that in the workshop she attended, it was a very diverse group where people came from all different places.

Mr. Stewart stated that in these other places, they typically charge $15,000 per student and there are no traditional scholarships or loans.  Mr. Stewart stated that Zip Code is making its tuition very reasonable; $2,000 a session.

Director Levin stated that this project actually presented itself about a year and a half ago.  He stated that the discussion centered on the shortage of qualified individuals.  He added that they did not know how deep the need was.  He stated that a survey of companies in the community was taken by such companies as Christiana Care, CSC and various bankers.  He stated that they discovered that there were over 2,000 positions available today.  He added that this figure would most likely increase by ten percent a year.  Director Levin stated that he hopes this number will grow faster and he thinks it’s a good opportunity for Delaware.
Mr. Stewart stated that Zip Code has not finalized its location but that it would be somewhere in Wilmington and most likely will be the Nemours building.  He added that Zip Code does have agreements with companies for the apprenticeship program.

Mrs. Mears stated that there are two statistics; the enrollment projections and the graduation projections.  She added that there will be a claw back related to enrollment projections on an annual basis once it has a full year under its belt. The reporting period will go through 2018.
Ms. Cannon stated that the Staff recommends approval of the $250,000 Strategic Fund grant to support cash flow as Zip Code Wilmington, LLC is launched.

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

Motion Made By:
Mr. Riddle
Seconded By:

Senator Cook  

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 grant proceeds, will be available or expended on the date on which The Delaware Economic Development Authority disburses the requested grant funds; (iv) the grant 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 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, the Council shall recommend to Mr. Alan B. Levin, Chairperson, The Delaware Economic Development Authority, approval of a  Performance grant in an amount not to exceed Two Hundred Fifty Thousand Dollars ($250,000), to be disbursed from the Delaware Strategic Fund for the Project, contingent upon the approval remaining in effect through and including April 26, 2016.

Approved By Vote of 7 to 0.
Zacros America, Inc. (“Zacros” or the “Applicant”) – The Applicant is requesting a Delaware Strategic Fund performance grant in an amount not to exceed $703,505 and a Strategic Fund capital expenditure grant not to exceed $180,000.  The Applicant proposes to use the funds to help off-set costs associated with relocating its Baltimore, Maryland operations to Newark, Delaware (the “Project”).  

Mrs. Whaley presented this request to the Council.   She stated that Zacros America, Hedwin Division, currently establishing a new operation at 220 Lake Drive, Newark, Delaware, is relocating some of its operations from Baltimore, Maryland.  She stated that the Hedwin division of Zacros America is a subsidiary of Fujimori Kogyo Co., Ltd. (Fujimori) and has been based in Baltimore, Maryland for 68 years.  She stated that Zacros anticipates creating 154 new full-time permanent Delaware positions and expending up to $6,000,000 in capital expenditures for the investments required to prepare and outfit its new space in Newark, Delaware. 
Mr. Pennewell stated that the consolidated financial statements for the years ended March 31, 2012-2014 and for the nine months ended December 31, 2014 of Fujimori had been reviewed.  He stated that Fujimori will be a responsible party of the grant.  He stated that Fujimori has demonstrated its ability to maintain a positive position of liquidity.  He stated that Fujimori has shown annual decreases in its current liability for years 2012 through 2014.   He added that Fujimori’s sustainability looks strong as it has shown that it can effectively manage its expenses regardless of its income levels. Mr. Pennewell stated that Fujimori has very little debt and has a strong ability to repay and take on additional debt if needed.  He stated that as long as Fujimori continues to efficiently manage its expenses as it has in the past, it is strong as a going concern.
Mr. LeCompte stated that Fujimori has had a strong relationship for fifty years since its move into the US.  He stated that the primary product is the Cubitainer container.  He stated that it was patented many years ago.  He stated that they also have European licensing, and China licensing.  He stated that originally the company was an ESOP and that commonly ESOPs only last for a certain number of years.  He stated that he was brought in to help turn the company around.

Mr. LeCompte stated that they have been in the same location for 68 years and at the time they moved there, there was no housing and no close neighbors.  He added that now they have six buildings and a campus surrounded by a neighborhood.  He stated that they began looking for another location and over the course of meeting with various economic development organizations, they have decided to move to Newark.  Mr. LeCompte stated that one of their biggest customers, Siemans, is in Pencader and Zacros will be near them.  He stated that Zacros felt it would have a strong partnership with the State of Delaware and that it would be good being located near I95.  He stated that most of the technical staff will remain with Zacros but that most of the other people have chosen not to relocate.
Mr. LeCompte stated that they have been able to keep a long time trade secret.  He stated that Zacros is one of the divisions of a nine division company.
Mr. Riddle asked if Mr. LeCompte could talk about the $6,000,000 in expenses to move the operation from Maryland to Delaware.  Mr. LeCompte stated that it will actually cost $12,000,000 but that it will be done in phases.  He stated that they will be purchasing equipment from Japan and moving some equipment from Maryland to Delaware.  He added that the equipment is very heavy.  He stated that  Zacros does own its own machine shop.  He stated that the Baltimore facility will be rented and that the warehouse will be closed and probably turned into a restaurant.

Ms. Cannon stated that the Staff recommends a Strategic Fund Performance grant in the amount of $703,505 for Zacros’ creation of 154 new full-time permanent Delaware positions.  She added that the Staff also recommends a Capital Expenditure grant in the amount of $180,000, or 3% of up to $6,000,000 private capital outlay, for the investments required to prepare and outfit its new space in Newark, Delaware.  She stated the total requested amount is $883,505.

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

Motion Made By:
Mr. Rowland
Seconded By:

Senator Bushweller  

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 grant proceeds, will be available or expended on the date on which The Delaware Economic Development Authority disburses the requested grant funds; (iv) the grant 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 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, the Council shall recommend to Mr. Alan B. Levin, Chairperson, The Delaware Economic Development Authority, approval of a  Performance grant in an amount not to exceed Seven Hundred Three Thousand Five Hundred Five Dollars ($703,505) and a Capital Expenditure grant in an amount not to exceed One Hundred Eighty Thousand Dollars ($180,000), to be disbursed from the Delaware Strategic Fund for the Project, contingent upon the approval remaining in effect through and including April 26, 2016.

Approved By Vote of 7 to 0.
ADJOURNMENT

The meeting adjourned at 9:50 a.m.

Respectfully submitted,

Lee Porter, Secretary

LKP

cc:  Members of the Council on Development Finance

       Director Alan Levin

       Lawrence Lewis, DAG

The next CDF meeting is scheduled for Tuesday, May 26, 2015 at 9:00 A.M. at Buena Vista in New Castle, Delaware.

, 

