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COUNCIL ON DEVELOPMENT FINANCE

June 18, 2007
PUBLIC HEARING 334
THOSE PRESENT:

Mr. Andy Lubin, Chairperson



Director Judy Cherry


Senator Nancy Cook




Mr. Rudy Marshall

Steve Biener, Esquire




Mr. Gary Smith

Mr. James Hutchison




Mrs. Sanskriti Inamdar

Representative Greg Lavelle



Mrs. Lee Porter

Mr. Donald Lynch




Elio Battista, Jr., Esquire

Mr. Fred Sears

ALSO PRESENT:  Representing St. Francis Hospital:  Carrie Sawyer Casey, Dave Capone, Jennifer Harris and John McMattan; Peninsula United Methodist Homes:  Emilie Ninan, Esquire, with Ballard Spahr Andrews & Ingersoll, LLP, Donald Persinski, William Starcher and Mr. Luke Short; MYZACA, LLC:  Christopher Gropp; American Neon Products/The Change-a-Brill Co.:  Mr. Lance Mueller; Wilmington PharmaTech:  Dr. Hangchun Helen Hu; ANP Technologies:  Mr. Tom Bodnar; News Journal:  Gary Haber
LOCATION:  99 Kings Highway, Dover, Delaware

TIME:  9:00 A.M.

CALL TO ORDER 

The meeting was called to order at 9:00 A.M. by Mr. Lubin, Chairperson, on Monday, June 18, 2007.

OLD BUSINESS:

Mr. Hutchison made a motion that the minutes of the April 23, 2007 Council on Development Finance meeting be approved as presented. Mr. Lynch seconded the motion, which was then adopted by unanimous vote.

 

St. Francis Hospital (“St. Francis” or the “Applicant”) – At this time Rep. Lavelle state that due to a potential conflict, he was recusing himself from all discussion and voting.  The Applicant is requesting a loan in the amount of $4,000,000 from the Delaware Strategic Fund of the State of Delaware. The Applicant proposes to use the proceeds to strengthen the hospital’s financial stability for its current facility located in Wilmington, Delaware (the “Project”).

Mrs. Inamdar presented this project to the Council. She stated it would be a  ten year loan with zero interest and no principal payments for five years.  She then introduced Ms. Carrie Casey who complimented Mr. Smith and Mrs. Inamdar for all of their assistance.  Ms. Casey gave a slide presentation.  She stated that in 2006, the hospital located at 7th and Clayton Streets had 9,271 inpatient admissions, 175,305  outpatient visits and 32,975 home care visits, 6,313 OR cases, 2,272 minor surgeries and 948 deliveries.  

Ms. Casey stated that by being an urban hospital, the fact is that they have to have fund raisers to support people who come into the hospital.  In these capital projects, they have raised $20,000,000 to date.  They have renovated the emergency department.  They continue to raise money for capital projects and growth initiatives.  For their annual fund drive, they have raised an average of $870,000 a year.
Ms. Casey discussed the service area.  She stated that fifty percent of the population comes from particular zip codes of which account for fifty percent of St. Francis’ inpatient discharges.  Those particular zip codes represent great need with barriers to accessing health services.  They are ranked from community need – the ones St. Francis serves have the highest need in the county.  St. Francis also has a higher than average Medicaid population which is one in four.
Ms. Casey stated that St. Francis is working to change the way it is  reimbursed for its Medicaid patients.  She stated that St. Francis also has “Outreach” programs such as St. Clare Medical Van, Tiny Steps and Center of Hope and Cornerstone -  (uncompensated and charity care) which are supported by 15 percent of their revenue.  This amounts to about $20,000,000. 
Ms. Casey stated that St. Francis has a cumulative negative net worth of $20,000,000.  She stated that if they didn’t have  the support of their parent system Catholic Health East (“CHE”) , they would be in bankruptcy.  She stated that bad debts have dramatically risen over the year.  Even though bad debts increase, revenue decreases.  St. Francis is actively trying to turn around its strategies.  It has done an organizational restructuring.  They are also improving physician relationships and have negotiated a new pay structure.
Ms. Casey stated that CHE has supported  St. Francis through financial challenges but last summer CHE told St. Francis that it needed to go back into its community for help.  She stated that St. Francis believes that the State of Delaware wants them in Delaware.  BCBS of Delaware has committed to $1.5 million; the City of Wilmington - $1,000,000; Federal Congressional Delegation has requested $1.75 million in capital and operating projects; and St. Francis has also received other corporate donations.  There have been other revenue generating programs implemented such as da Vinci Surgical System, Women’s Place, Bariatrics and Cardiovascular partnerships.
Ms. Casey stated that DEDO’s four million would be giving the hospital and the people it serves a future in the community.  It will help replace the Hospital’s short-term debt to long term debt.  St. Francis will realize an interest savings of $250,000 a year.  This would affirm community support for St. Francis and strengthen CHE’s support.
Ms. Casey stated that she believes St. Francis is important to the local economy.  It is a major employer of 1,234 employees, being the 4th largest employer in the City of Wilmington and the 22nd largest in Delaware.  It pays  $1.7 million each year in payroll taxes to the State and $614,000 to the City of Wilmington.  She stated that area businesses rely on St. Francis.  She stated she believes that it is important to have health care competitors which result in higher quality and lower costs.
Mr. Sears asked if CHE would be a guarantor.  Ms. Casey stated that CHE wanted to see how the meeting  went today.  She stated that with the State’s $4,000,000 loan and the conditions of the loan, CHE is very encouraged.  That coupled with the BCBS grant and the City of Wilmington’s assistance, St. Francis is confident that CHE is willing to support them.  She stated that CHE conducts a monthly review of St. Francis’ books and records.  She stated CHE also supports the cath lab which opens this summer and which should help revenues.  She stated that CHE’s commitment  has been very strong.
Mr. Smith asked if CHE would continue to fund St. Francis if DEDO provides $4,000,000.  Mr. Smith stated that could be made a condition of the loan.  Mr. Sears stated he would like to see that happen.
Mr. Biener stated that he wanted it on record that he now works for a hospital.  Therefore, he is aware of the many problems in health care institutions and wants to know CDF/DEDO’s position on whether the proposed assistance, will  open the door for others. 
Ms. Casey stated St. Francis’ Medicaid rate is  below what their competitors are paid for the same care.  She stated their competition is New Castle County and area hospitals.  Ms. Casey stated that St. Francis is currently renegotiating its Medicaid reimbursement rates.  Mr. Lubin asked if Ms. Casey could speculate at this point to whether St. Francis was meeting support in these efforts.  She stated that they have been working with two Medicaid providers.  The large provider has been 100 percent supportive and actually they are just about to finalize the contract which has been renegotiated at a much higher rate.  She stated that St. Francis is still  negotiating with the smaller Medicaid providers.  Ms. Casey stated that they have had full support from the State, Governor Minner, Director Cherry’s office and everyone who was willing to listen to them - it’s just a tough budget year.
Mr. Hutchison asked if St. Francis had been working with insurance companies to get a quicker return on funds owed to St. Francis.  Ms. Casey stated St. Francis went to BCBS and showed them their situation.  BCBS has been underpaying St. Francis for at least a year.  BCBS said they understood and they have increased the rates and because of the past problems of underpayment, BCBS said it would consider a one time grant which they have agreed to.  Ms. Casey stated St. Francis hasn’t just worked with the public but they have also gone to the private insurers.
Mr. Sears asked if this was an immediate, full draw down.  He also asked that even though it was based on no payments for five years, could the State expect any payments earlier.  Mr. Capone stated that St. Francis would take money and hand it over to CHE - this is all about getting CHE‘s continued support.  He also stated that if St. Francis could, it would want to start paying the loan back early.
Mr. Smith stated that when DEDO looked at the pro formas, it couldn’t see any way that St. Francis could begin paying until the sixth year.  The loan would be amortized over ten years at 0 percent interest.
Mr. Biener asked DEDO  if it anticipated whether any other institutions would be seeking similar assistance.  Director Cherry stated that about a year ago, there was another hospital in Delaware that approached DEDO for monies.  She stated DEDO’s traditional response was to look at the jobs and salaries to be created.  That particular institution chose not to use our funds; they were only interested in a grant.  Mr. Smith stated that the only thing we are aware of is that there is another hospital that has similar numbers but it has not approached DEDO yet.  Senator Cook stated that the same presentation had been before the JFC and the request was for an outright grant and at that time the support was not there.  She stated that her concerns, like everyone else, are what happens in five years and that there is a concern over the future.
Mr. McMatten stated that it would be a major issue if St. Francis shuts down.  If it does, the whole west end of Wilmington shuts down.  Therefore, it is also an economical issue.
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.  Senator Cook made a motion that the Council recommend to Mrs. Judy Ann Cherry, Chairperson, The Delaware Economic Development Authority, approval of a loan in an amount not to exceed Four Million Dollars ($4,000,000) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the guarantee of CHE and upon the approval remaining in effect through and including June 17, 2008.  Mr. Hutchison seconded the motion, which was then adopted by unanimous vote except for Mr. Sears who abstained from voting and   Representative Lavelle who abstained from voting and discussion on this Project.  
Peninsula United Methodist Homes, Inc., a Delaware corporation and 501(c)(3) organization exempt from federal income taxes – (“PUMH” or the “Applicant”);   The Applicant is requesting the issuance of industrial revenue bonds in an amount not to exceed at any time outstanding $70,000,000, exclusive of original issue discount, if any; for its Project which will be located at the following sites:  (1) Methodist Country House, 4830 Kennett Pike, Wilmington, DE 19707 (the “Country House Facility”); (2) Cokesbury Village, 726 Loveville Road, Hockessin, DE 19707 (the “Cokesbury Village Facility”); (3) Methodist Manor House, 1001 Middleford Road, Seaford, DE 19973 (the “Manor House Facility”); (4) approximately 8.7064+ acres of land fronting on the westerly side of Delaware Route 52 (a/k/a Kennett Pike) immediately north and adjacent to the current location of the Country House (the “Kennett Pike Parcel”); (5) and a forty-three (43) acre parcel of land directly west of the Assawoman Canal and immediately adjacent to the north to land annexed into Ocean View, Delaware with entry from Muddy Neck Road, Baltimore Hundred in Sussex County, Delaware (Parcel #1-34-17.00-12.00) (the “Bethany Parcel”)and for which the Nature of Project and/or Plan of Financing and Description of the Project is that the Applicant has applied to the Authority for the issuance of up to $70,000,000 of the Authority’s revenue bonds (the “Bonds”), which together with certain taxable debt to be issued and other funds of the Applicant, will finance one or more of the following undertakings (collectively, the “Project”): (A) to refund certain bonds and refinance certain prior debt including  (1)  The Delaware Economic Development Authority, Variable Rate Demand Revenue Bonds (Peninsula United Methodist Homes, Inc. Issue) Series 1992B in the approximate outstanding aggregate par amount of $3,755,000, which were originally issued to refund $6,400,000 of outstanding New Castle County, Delaware Variable Rate Demand Economic Development Revenue Bonds (Peninsula United Methodist Homes, Inc. Project), Series 1985, originally issued to finance the renovation, expansion and equipment at the Cokesbury Village Facility;  (2) The Delaware Economic Development Authority, First Mortgage Revenue Bonds (Peninsula United Methodist Homes, Inc. Issue) Series 1997A in the approximate outstanding aggregate par amount of $29,190,000 plus redemption premium and accrued interest and The Delaware Economic Development Authority, Variable Rate Demand Revenue Bonds (Peninsula United Methodist Homes, Inc. Issue) Series 1997B in the approximate outstanding aggregate par amount of $3,045,000 plus accrued interest, which together were originally issued to (a) refund the outstanding $6,075,000 Sussex County, Delaware First Mortgage Revenue Bonds, Peninsula United Methodist Homes, Inc. Issue (The Methodist Manor House Project) Series 1990, the proceeds of which were applied to finance certain capital projects at the Manor House Facility ; (b) refund $22,665,000 of the Authority’s $33,900,000 First Mortgage Revenue Bonds (Peninsula United Methodist Homes, Inc. Issue), Series 1992A, the proceeds of which were applied to finance (i) the construction and equipping of four apartment wings and a health center addition to, and the renovation of various other portions of, the Country House Facility and (ii) the construction of an apartment wing at the Manor House Facility; (c) finance construction and renovation projects at the Manor House Facility, the Country House Facility and Cokesbury Village Facility; and (d) fund a Debt Service Reserve Fund for the Series 1997A Bonds;  (3) Some or all of The Delaware Economic Development Authority, First Mortgage Revenue Bonds (Peninsula United Methodist Homes, Inc. Project)  Series 2002A in the approximate outstanding par amount of $8,375,000 and The Delaware Economic Development Authority, First Mortgage Revenue Bonds (Peninsula United Methodist Homes, Inc. Project) Series 2002B in the approximate outstanding par amount of $4,000,000, which were originally issued to (a) refund approximately $8,050,000 of The Delaware Economic Development Authority First Mortgage Revenue Bonds (Peninsula United Methodist Homes, Inc. Issue) Series 1992A, the proceeds of which were applied to refund the New Castle County, Delaware Economic Development Revenue Bonds (Peninsula United Methodist Homes, Inc. Project) Series 1987 bonds, the proceeds of which were used to finance certain renovations and improvements at the Cokesbury Village Facility; (b) the refunding of a portion of a taxable loan in the amount of approximately $2,500,000 obtained to finance the construction of a two-story corporate headquarters office building (approx. 10,000 sq. ft.) located at the Cokesbury Village Facility; (c) finance certain new projects including to (i) construct a new three-story independent living 12 apartment building (approximately 36,000 square feet) to be located at the Country House Facility; (ii) renovate the Applicant’s existing facilities including (x) a portion of the C wing located at the Country House Facility, (y) the lobby, the dining room, a portion of Laurel Wing South and a portion of the B Wing located at the Manor House Facility, and (z) floors 2 through 5 of the apartment tower building and the north promenade located at the Cokesbury Village Facility; and (iii) finance various other planned capital expenditures in connection with the Applicant’s existing facilities, services and programs located at the Country House Facility, the Manor House Facility and/or the Cokesbury Village Facility; (4) a line of credit extended by PNC Bank with a current outstanding balance of approximately $3,000,000 which was used towards the needs of the Applicant, including to bridge finance internally funded projects including unit renovations and facility upgrades at the Applicant’s Facilities; (B)  to finance certain capital projects including (1)  the purchase of the Kennett Pike Parcel; (2)  the renovation of certain existing facilities including (a) a portion of the 4700 Hall at the Country House Facility, (b) a portion of the flat roof line areas at the Manor House Facility, (c) the renovation of three elevator cars and shafts at the Manor House Facility, and (d) the relocation of the cooling tower at Cokesbury Village Facility; (3)  the purchase of the Bethany Parcel; (4)  the exploratory costs associated with the development of the Bethany Parcel for the purposes of a continuing care retirement community until permanent financing is obtained; (5)  various other planned capital expenditures in connection with existing facilities, services and programs located at Country House Facility, Manor House Facility and/or Cokesbury Village Facility; (C) to pay capitalized interest with respect to the Bonds; (D) to fund any necessary reserve funds; and (E) to pay certain costs of issuance of the Bonds, including credit enhancement fees. 
Emilie Ninan, Esquire of Ballard Spahr, presented this request to the Council.  She stated that this is a refunding and new money industrial revenue bond application.  Representative Lavelle asked if this affected the State’s bond volume cap.  Mr. Smith stated that it would not and that no State funds are used.  Mrs. Ninan stated that there is also no security given by the State.  She stated that the State is acting as a conduit issuer in order for PUMH to issue tax exempt bonds.  She stated there is $50,000,000 in refunding and $20,000,000 in  new money.  Mrs. Ninan stated that PUMH is looking at refinancing its debt and in that context, it is looking at paying off its short term debt.  It was stated that the debt will not go out past thirty years.  The interest rate will probably be 5 -5.5 percent.  PUMH’s rating continues to improve.  PUMH is talking to PNC bank to provide some additional line of credit financing.  Mrs. Ninan stated that PUMH is hoping that the entire amount of financing will be credit enhanced.  They hope to have the bond closing within the next eight weeks.  Mr. Starcher stated that PUMH has essentially been avoiding debt since 1992.  Over the last five years, PUMH has put a lot of money into updating its facilities.  He stated that  this will put money into bank to help PUMH’s balance sheets and will fund the next three years’ capital improvements.
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 Mrs. Judy Ann Cherry, Chairperson of The Delaware Economic Development Authority, approval of an amount not to exceed Seventy Million Dollars ($70,000,000.00), exclusive of original issue discount, if any, 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 June 17, 2008.  Mr. Sears seconded the motion, which was then adopted by unanimous vote.

MYZACA, LLC (“MYZACA” or the “Applicant”)  -  The Applicant is requesting a loan in the amount of $50,000 from the Delaware Strategic Fund and a loan in the amount of $50,000 from the Emerging Technology Seed Fund/Phase II program (the “ETSF Program”).  The Applicant proposes to use the proceeds for marketing its product, hiring an additional developer and hosting its web site (the “Project”).

Ms. Sanskriti Inamdar presented this Project to the Council.  She stated that this is an early stage technology company that has specialized in developing solutions for consumer data visualization and trend analysis output with an initial focus in the fantasy sports industry.  She stated this funding will be done based on two milestones.  She stated DEDO is encouraging Mr. L. Christopher Gropp to  work full time at MYZACA as evidence of his a commitment.
Mr. Lubin reminded the Council that this Project has already been reviewed by and received approval from the Technology Based Advisory Board on May 7, 2007.

Representative Lavelle asked Mr. Gropp if fantasy football was online gambling.  Mr. Gropp stated that in October, the federal government passed a law outlining on line gambling.  But, this is totally different from sports betting. Mr. Gropp stated that he had worked for another small company in Washington, DC and focused on different types of software.  He stated that last summer he saw a product come out and realized that they had something to play with.  He looked for a market, created an application now known as StatBeast which is a customizable data-visualization tool that will allow the fantasy football player to achieve maximum utilization of their football knowledge while reducing time currently spent on downloading and analyzing statistics.  He stated there are two categories of fantasy football users – 20% are hard core users and the other 80 % are casual users.  He stated that most of the money will go to marketing applications and the  second round will go to marketing.  He stated that if they only include fantasy football, by 2009, they should bring in $9,000,000 of revenue and $2,000,000 of expenses and this is only about 5 percent of the market.  Mr. Gropp stated he also wants to tap into the soccer market.
Mr. Gropp explained what this Project means for Delaware.  He stated there are only two other sites at this time.  He stated they can grow a group of “flex two” programmers.  Director Cherry asked Mr. Gropp to describe the best case scenario, five years out.  Mr. Gropp stated that he has talked to a couple of venture capital firms regarding exist strategies.  He feels that the big four firms could license MYZACA’s product and make them a premium product.  He said he has even thought about fantasy politics – feels it could be a big attraction as a lot of people care about the way the country is run.  His plan is to grow initially; trying to establish fantasy sports for now.
Mr. Sears asked about competition and where it got its information.  Mr. Gropp stated the competition gets its information from Fox Sports and the internet.  He stated that Stats.com is a subsidiary of the Associated Press which supplies data.  He stated that every night MYZACA gets a feed from Stats.com  and so the system is refreshed every night.    Mr. Gropp stated that each player in each league will pay $4.95.  Director Cherry asked who was hosting the site.  Mr. Gropp stated that MYZACA built the application and contracted out to a third party which is Virtual Atlantic.  They host the server but it is MYZACA’s server.
Mr. Biener asked about the terms of the loan.  It will be a convertible loan with interest only payments in the first five years, with a variable LIBOR interest rate with a conversion option.  If it is not converted, it will be amortized.  The Delaware Innovation Fund is looking at this deal.
Mr. Lubin asked if there were any public comments; there were none.

After duly considering, inter alia, the Delaware Strategic Fund loan criteria 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 the maintaining or providing of 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 Mrs. Judy Ann Cherry, Chairperson, The Delaware Economic Development Authority, approval of a loan in the amount not to exceed Fifty Thousand Dollars ($50,000) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the loan being secured by a second lien on Intellectual Property and upon the approval remaining in effect through and including June 17, 2008.  Mr. Biener seconded the motion, which was then unanimously approved.
After duly considering, inter alia, the nature of the business, that MYZACA, LLC Incorporated  is a technology-based small business start-up within the meaning of the ETSF Program, that providing assistance will foster a high wage, fast growing small business in the technology fields set forth in the ETSF Program, that MYZACA, LLC has been reviewed and recommended for approval by the Seed Fund Advisory Board, the Council made the following findings: (i)  the Project will contribute to the maintaining or providing of 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 Ms. Judy Ann Cherry, Chairperson, The Delaware Economic Development Authority, approval of a loan in an amount not to exceed Fifty Thousand Dollars ($50,000) to be disbursed from the Emerging Technology-Based Seed Fund, for MYZACA, LLC, contingent upon a first lien position upon Myzaca’sintellectual property assets and upon the approval remaining in effect through and including June 17, 2008.  Mr. Biener seconded the motion, which was then unanimously approved.

American Neon Products Co./The Change-a-Brill Co. (“Change-a-Brill” or the “Applicant”)   - The Applicant is requesting a loan in the amount of $50,000 from the Delaware Strategic Fund and a loan in the amount of $50,000 from the Emerging Technology Seed Fund/Phase II program (the “ETSF Program”).  The Applicant proposes to use the proceeds for marketing tradeshows, advertising, sales representation as well as potential UL listing rights, vacuum former, forklift, etc. (the “Project”).
Mr. Gary Smith stated that Change-a-Brill has been before the Tech Fund advisory board and has been recommended for funding.  He stated that there are three milestones that DEDO is basing the funding on and those milestones are based on indoor signage based on sales.  DEDO has made the Applicant aware that if the proposed funding is approved, the company will have to alter its current S Corporation tax structure to take advantage of the financial proceeds/convertible note.

Mr. Mueller stated he will call the new entity – Change-a-Brill, LLC.  He said the funds will be used to help the Project go further and further.  He stated the best retailers are the ones off the street.  He stated the window signage business is a $6-7 million business.  He stated the best way to bring in customers is by using neon signs.  People see light – they see color and they read it.  He stated neon is basically expensive – a great product but with some negatives.

Mr. Mueller stated that Change-a-Brill does what neon does but does it much better and what neon does bad, Change-a-Brill does much, much better in reference to readability.  He stated that his product makes the Project a slam dunk from the neon business.  The reason is that with Change-a-Brill signs, they are interchangeable.  With Change-a-Brill, you can change the message and with neon you can’t.  Retailers  can buy a fixture and continue to change it but, with neon you would have to buy a fixture for each message.  Mr. Mueller stated that Change-a-Brill has put units into thirty stores.  Fifteen of the stores had neon signs; fifteen had the Change-a-Brill sign.  In the fifteen with the Change-a-Brill signs, there was an increase in sales.  He has three patents and feels he can get another six patents to keep the product in Delaware.
Mr. Biener asked if Mr. Mueller had patents on the “face” of the sign.  Mr. Mueller believes he will have capability to patent the sign the way it is presented.  He stated that another idea is that because we are making it, we could patent a piece that goes on the “face”.  Mr. Biener asked about LEDs and Mr. Mueller stated that is probably ten years down the road.  Mr. Hutchison asked Mr. Mueller where he saw the company in the next five years.  Mr. Mueller believes he can get 15-35 percent of the neon business but the real issue is getting the product out in front of the customers.  He stated the next step is working with the “paper” aspect market, but right now he just needs to get this up and going.  Mr. Sears asked Mr. Mueller if he was limited by size.  Mr. Mueller stated he was not limited, that actually you can do very big signs and very small signs.  Mr. Sears asked about movement in the sign – Mr. Mueller stated you can do flash but not movement.  Mr. Mueller feels there are more opportunities but he hasn’t gotten into them yet.  Representative Lavelle asked about the 129 jobs.  Mr. Mueller stated they would mostly be  manufacturing jobs in his 6,000 square foot facility located in Milford.
Mr. Lubin asked if there were any public comments; there were none.

After duly considering, inter alia, the Delaware Strategic Fund loan criteria 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 the maintaining or providing of 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 Mrs. Judy Ann Cherry, Chairperson, The Delaware Economic Development Authority, approval of a loan in the amount not to exceed Fifty Thousand Dollars ($50,000) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon the approval remaining in effect through and including June 17, 2008.  Representative Lavelle seconded the motion, which was then unanimously approved.
After duly considering, inter alia, the nature of the business, that American Neon Products Co./Change-a-Brill  is a technology-based small business start-up within the meaning of the ETSF Program, that providing assistance will foster a high wage, fast growing small business in the technology fields set forth in the ETSF Program, that American Neon Products Co./The Change-a-Brill Co. has been reviewed and recommended for approval by the Seed Fund Advisory Board, the Council made the following findings: (i)  the Project will contribute to the maintaining or providing of 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 Ms. Judy Ann Cherry, Chairperson, The Delaware Economic Development Authority, approval of a loan in an amount not to exceed Fifty Thousand Dollars ($50,000) to be disbursed from the Emerging Technology-Based Seed Fund, for American Neon Products Co./The Change-a-Brill Co. contingent upon the approval remaining in effect through and including June 17, 2008.  Representative Lavelle seconded the motion, which was then unanimously approved.
Wilmington PharmaTech (the “Applicant”) - The Applicant is requesting a loan in the amount of $200,000 from the Delaware Strategic Fund of the State of Delaware. The Applicant proposes to use the proceeds for lab related expenditures for its facility located in Newark, Delaware (the “Project”).

Ms. Sanskriti Inamdar presented this Project to the Council.  She stated that DEDO will do a $200,000 loan and Citizens will do a $200,000 loan for a total of $400,000 in financing.  Currently Wilmington PharmaTech is located at the Delaware Technology Park.  It has secured 16,000 square feet of additional operating space at the Pencader Corporate Center.  She stated that it is significant to know that the company has adequate debt to cash flow coverage.  She stated Wilmington PharmaTech’s financials were impressive and the Applicant  has no debt.
Mr. Lubin asked why both loans were not being done at the same time.  Mrs. Inamdar stated that DEDO’s terms are different from Citizens’.  DEDO goes by LIBOR and Citizens will be on the bank’s terms.  Ms. Inamdar stated that DEDA will have a second lien on the Applicant’s business assets and a first lien on the Applicant’s intellectual property assets.
Mrs. Inamdar introduced Dr. Hu, who stated that the request is for a major expansion.  Dr. Hu stated that all financing will be used for speeding up the expansion efforts.  Wilmington PharmaTech currently has twelve jobs now and anticipates going to 24 by 2010.  Dr. Hu stated that the current industry’s trend is big pharmaceutical and biotech jobs.  Dr. stated that Wilmington PharmaTech is developing its own technologies.  Mr. Lubin stated he was aware that these products are very carefully examined and inspected by the  FDA.

Director Cherry stated that it was very impressive for a company to not have debt and to take knowledge gained from DuPont and start on its own.  She stated that Wilmington PharmaTech is doing exactly what DEDO is trying to promote.
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 the maintaining or providing of 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. Biener made a motion that the Council recommend to Mrs. Judy Ann Cherry, Chairperson, The Delaware Economic Development Authority, approval of a loan in the amount not to exceed Two Hundred Thousand Dollars ($200,000) to be disbursed from the Delaware Strategic Fund, for the Project, contingent upon DEDO having a security position behind Citizens Bank, which is the participating bank, on business assets and a first lien position on the Applicant’s intellectual property assets, and upon the approval remaining in effect through and including June 17, 2008.   Mr. Sears seconded the motion, which was then adopted by unanimous vote.
ANP Technologies, Inc. (“ANP” and or the “Applicant”) – The Applicant is requesting a matching grant from the Delaware Strategic Fund under the Delaware Technical Innovation Program in the amount of $50,000.  The Applicant proposes to use the proceeds in the development of a manufacturable, affordable, robust and stable product that can deliver accurate results with all possible types of water.  The project will be located at 824 Interchange Boulevard in Newark, Delaware (the “Project”). 

Mr. Bodnar stated that he had received Phase I funding and is in Phase II now.  He stated that ANP has been granted a SBIR Phase II award from the Department of Defense, but has not yet received the funding.
Mr. Bodnar stated that this product can be used in health care applications.  He stated that this SBIR will further validate that ANP can use this model in many more applications.  He stated that ANP did receive a $650,000 contract from the Federal Government.
Mr. Lubin asked if there were any public comments; 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 Mrs. Judy Ann Cherry, 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 June 17, 2008.  Mr. Hutchison seconded the motion, which was then adopted by unanimous vote. 

Innospec Fuel Specialties LLC (“Innospec” or the “Applicant”) - The Applicant is requesting a grant in the amount of $150,000 from the Delaware Strategic Fund of the State of Delaware. The Applicant proposes to use the proceeds for costs associated with the expansion of its current operations located in Newark, Delaware (the “Project”).

Mr. Gary Smith presented this Project to the Council.  He stated the Applicant could not attend the meeting today because it was very imperative that the Applicant be at a very important trade show.  He stated that Innospec is the only supplier of aviation fuel additives for jet fuel to the US military.  He stated no one else is allowed to supply these fuel additives.  Innospec also has recently entered the bio-diesel market by making additives for this fuel mixture.  Innospec sees a lot of growth in this industry.

Mr. Smith stated that Innospec has got to expand – the logical place is right next door but the space is currently being used by the Department of Labor and Vocational Rehabilitation.  He stated that what is proposed today is to relocate the Department of Labor and Rehabilitation to let Innospec expand at its current location.  If Innospec is not able to expand here, management will most likely relocate the company to Texas.  This is basically Innospec’s R&D operation. Innospec does not produce any products.  It contracts out for products to be made.  These are high level positions.  Mr. Lubin asked if in fact, this funding will go to the developer to do fit out improvements.  Mr. Smith stated it would but there will be a claw back where Innospec has to stay in business in Delaware for ten years or the whole amount is to be repaid.
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 Delaware Strategic Fund Project will contribute to the maintaining or providing of gainful employment of the citizens of the State, (ii) the Delaware Strategic Fund Project will serve a public purpose by contributing to the prosperity, health or general welfare of the State; (iii) the Delaware Strategic Fund 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 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. Hutchison made a motion that the Council recommend to Mrs. Judy Ann Cherry, Chairperson, The Delaware Economic Development Authority, approval of a grant in the amount not to exceed One Hundred Fifty Thousand Dollars ($150,000) to be disbursed from the Delaware Strategic Fund, for the Delaware Strategic Fund Project, contingent upon the approval remaining in effect through and including June 17, 2008. Mr. Sears seconded the motion, which was then unanimously approved.

Data Management Internationale, Inc. (“DMI” or the “Applicant”)  - On April 18, 2007, the Authority received a request from DMI to convert its $250,000 Delaware Strategic Fund loan to a grant.  The request was based on rising health and workers’ compensation costs.  Representative Lavelle asked if DMI was aware that DEDO was recommending that the request be denied.  Mr. Smith stated DMI was aware.

Mr. Lubin asked if there were any public comments; there were none.
After a discussion, Representative Lavelle made a motion that the Council recommend to Mrs. Judy Ann Cherry, Chairperson, The Delaware Economic Development Authority, to deny the request submitted by Data Management Internationale, Inc. to convert its $250,000 Delaware Strategic Fund loan to a grant.  Mr. Biener seconded the motion, which was then unanimously approved.
Regulations:  Proposed regulations were presented to the Council on Development Finance for review.  There will be further discussion at the July CDF meeting where a recommendation is anticipated.

ADJOURNMENT:    The meeting was adjourned at 11:15 A.M.






Respectfully submitted,





Lee Porter, Secretary

 LKP

cc:  Members of the Council on Development Finance

      Director Judy Ann Cherry

      Elio Battista, Jr., Esquire

The next CDF meeting is scheduled for Monday, July 23, 2007 at 9:00 A.M. at Buena Vista in New Castle.
